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Chairman’s Statement

On behalf of the Board of Directors, | am pleased to announce the results of Space Group Limited (the
“Company”) and its subsidiaries (collectively the “Group”) for the year ended 31 December 2023.

In 2023, the Group was proactive in overcoming the challenges brought about by the economic
downturn and the recurrence of the COVID-19, the potential for “delinking”, the energy crisis in Europe
and the surge in inflation, which led to a severe recession in the global economy, coupled with the
downturn in the domestic real estate cycle and the weakening of domestic real estate investment, which
exerted a greater drag on the economy. We are grateful to the Group’s management and staff for their
concerted efforts in pulling through despite the setback in performance and outperforming the industry.

In the short span of a few years since its listing, the Group has experienced many ups and downs in
the global economy, but the Group has remained steadfast in its belief in never giving up and its
perseverance in moving forward, and has been bold and far-sighted in developing new businesses and
expanding its business footprint in the face of adversity.

The Group will further improve its organizational structure and team, return to its original
entrepreneurial spirit, initiate a new round of rapid development, consolidate its business layout
in different regions, and accelerate its business expansion so that it can once again resume rapid
development, achieve new breakthroughs and scale new heights.

ACKNOWLEDGEMENTS

On behalf of the Board, | would like to express my deepest gratitude to our shareholders, customers,
suppliers and business partners for their continued support and trust in the Group.

I would also like to express my sincere gratitude to the Directors and all the staff of the Group for their
tireless efforts in upholding the Group’s resilience and dedication to excellence during this difficult and
challenging period. The Group will continue to focus on the development of its businesses and generate
solid returns for our shareholders.

Space Group Holdings Limited
Chairman
Che Chan U

Hong Kong, 28 March 2024
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Management Discussion and Analysis

BUSINESS REVIEW

In 2023, the Company encountered a wide range of challenges. Externally, the economic environment
presented the Company with uncertainties and difficulties, including a global economic slowdown,
financial market volatility, intense market competition, and increased cost pressures. Internally, the
Company has also been grappling with financial pressures, which greatly impacted our business
operations. Nevertheless, we will approach these difficulties with unwavering positivity and steadfast
confidence to seek effective solutions.

FINANCIAL REVIEW

For the year ended 31 December 2023, the Group's revenue was approximately MOP273.2 million (2022:
approximately MOP477.1 million). For the year ended 31 December 2023, the Group recorded loss for
the year of approximately MOP126.9 million (2022: profit approximately MOP20.5 million). During the
year ended 31 December 2023, the Group completed 4 fitting-out projects, and was awarded 1 fitting-
out projects.

Revenue

For the year ended 31 December 2023, revenue of the Group amounted to approximately MOP273.2
million, representing a decrease of approximately 42.7% from approximately MOP477.1 million in 2022.

The decrease of the Group’s revenue was mainly attributable to the decrease in the revenue derived
from fitting-out works and financial services.

The revenue from fitting-out works decreased from approximately MOP434.9 million for the year ended
31 December 2022 to approximately MOP250.3 million for the year ended 31 December 2023. Such
decrease was mainly attributable to decrease in contract sum of construction contracts being awarded.

The revenue from financial services amounted to approximately MOP22.9 million for the year ended
31 December 2023 (2022: approximately: MOP42.2 million). As at 31 December 2023, the client assets
(including cash and stocks) of the licensed institutions were approximately MOP304.2 million (2022:
approximately MOP1,519.3 million).

Gross Profit and Gross Profit Margin

Gross profit decreased by approximately 50.1% to approximately MOP59.0 million for the year ended
31 December 2023 from approximately MOP118.3 million for the year ended 31 December 2022, while
the Group's gross profit margin was approximately 21.6% for the year ended 31 December 2023 as
compared to a gross profit margin of 24.8% for the year ended 31 December 2022. The decrease in gross
profit margin was mainly due to the decrease in gross profit margin from fitting-out works and financial
services.

Space Group Holdings Limited



Management Discussion and Analysis (continued)

Other Income and Gains, net

We had other income and gains, net of approximately MOP0.9 million and MOP1.9 million in 2023 and
2022 respectively. The decrease in other income and gains, net for the year ended 31 December 2023
was mainly due to the decrease of government subsidies of approximately MOP1.5 million for the year
ended 31 December 2023.

Administrative and Other Expenses

The Group’s administrative expenses and other expenses decreased to approximately MOP38.7 million
for the year ended 31 December 2023 from approximately MOP50.5 million in 2022, representing a
decrease by approximately 23.5%. The decrease in administrative expenses and other expenses was
mainly due to the decrease in depreciation and advertisement expenses for the year ended 31 December
2023.

Finance Costs

The Group's finance costs increased to approximately MOP27.4 million for the year ended 31 December
2023 from approximately MOP18.5 million in 2022. The increase of approximately 47.7% was mainly due
to the increase in interest rate for the year ended 31 December 2023.

Income Tax

The Group's income tax credit for the year was approximately MOP64,000 which was mainly due to the
tax credit arising from the fair value loss on investment properties.

Loss for the Year

Loss for the year was approximately MOP126.9 million for the year ended 31 December 2023, which was
mainly attributable to the combined effects of the aforementioned items.

CORPORATE FINANCE AND RISK MANAGEMENT
Liquidity, Financial and Capital Resources
Cash Position

As at 31 December 2023, the Group had an aggregate of pledged deposits, bank deposit, and cash and
bank balances of approximately MOP26.1 million (2022: approximately MOP181.0 million), representing
a decrease of approximately 85.6% as compared to that as at 31 December 2022. As at 31 December
2023, bank deposits of approximately MOP5.8 million (2022: approximately MOP126.1 million) are
pledged to secure banking facilities (including bank loans and overdraft and issuance of performance
bonds).

Annual Report 2023
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Management Discussion and Analysis (ontinued)

Borrowings and Charges on the Group’s Assets

As at 31 December 2023, the Group had bank loans and overdraft and other borrowings of
approximately MOP303.6 million (2022: approximately MOP448.1 million) which are repayable within
one year or on demand.

As at 31 December 2023, bank loans and overdraft and other borrowings of approximately MOP303.6
million (2022: approximately MOP448.1 million) were secured by land held by the Group, pledged
deposits of the Group, corporate guarantees provided by the Company and certain subsidiaries of the
Group and investment in an insurance contract.

As at 31 December 2023, the assets pledged to secure certain banking facilities granted to the Group
amounted to approximately MOP100.6 million (2022: approximately MOP227.0 million).

Gearing Ratio

As at 31 December 2023, the gearing ratio (calculated by total debts divided by total equity; total debts
include bank loans and overdrafts and other borrowings) decreased to approximately 0.528 (2022:
approximately 0.712), which was mainly due to the decrease of bank loans and overdrafts and other
borrowings.

Treasury Policies

The Group strives to reduce exposure to credit risk by performing ongoing credit assessments and
evaluations of the financial status of its customers. The Group is holding sufficient credit limit to support
its operating activities and business development plan. To manage liquidity risk, the Board closely
monitors the Group’s liquidity position to ensure that the liquidity structure of the Group'’s assets,
liabilities and other commitments can meet its funding requirements from time to time.

Foreign Currency Risk

The Group has no significant exposure to foreign currency risk as substantial Group’s transactions are
denominated in Macau Pataca and Hong Kong dollar, which is pegged to Macau Pataca.

Capital Structure
Authorised share capital

As at 31 December 2023, the authorised share capital of the Company was HK$20,000,000 divided into
2,000,000,000 shares (the “Shares”) of HK$0.01 each.

Space Group Holdings Limited



Management Discussion and Analysis (continued)

Issued share capital

As at 31 December 2023, the number of Shares in issue was 1,160,640,000 Shares of HK$0.01 each (31
December 2022: 806,000,000 Shares).

On 21 June 2023, the Company had completed the placing of 161,200,000 new Shares (the “Placing”)
at the placing price of HK$0.20 per share pursuant to a placing agreement entered into between the
Company and Space Securities Limited (as placing agent) dated 5 June 2023. The net proceeds from the
issue of new Shares under the Placing were approximately HK$31.9 million, which were intended to be
used for potential new projects and as general working capital of the Company. For further details of
the Placing, please refer to the Company’s announcements dated 5 June 2023, 9 June 2023 and 21 June
2023, respectively.

On 8 August 2023, the Company had completed the subscriptions of 193,440,000 new Shares (the
“Subscriptions”) at the subscription price of HK$0.202 per share pursuant to six subscription agreements
entered into between the Company and six subscribers (the “Subscribers”). Each of the Subscriber is an
independent private investor. The net proceeds from the issue of new Shares under the said Subscriptions
were approximately HK$38.7 million, which were intended to be used for potential new construction
projects and as general working capital of the Company. For further details of the Subscription, please
refer to the Company’s announcements dated 26 July 2023 and 8 August 2023, respectively.

The Directors are of the view that the Placing and the Subscriptions represent a good opportunity for
the Group to raise additional capital for its potential new construction projects.

Save as disclosed in this report, there was no change to the issued share capital of the Company during
the year ended 31 December 2023.

Capital Commitments
As at 31 December 2023, the Group had no capital commitments (2022: Nil).
Contingent Liabilities

As at 31 December 2023, the Group had contingent liabilities of approximately MOP13.0 million (2022:
approximately MOP13.0 million). There is no change during the year of 31 December 2023.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2023, the Group had 78 employees (as at 31 December 2022: 78). Total staff costs
(including Directors’ emoluments) were approximately MOP26.5 million for the year ended 31 December
2023, as compared with approximately MOP29.0 million for the year ended 31 December 2022. The
decrease was mainly attributable to the decrease in bonus paid to employees during the year ended 31
December 2023.
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Management Discussion and Analysis (ontinued)

Remuneration is determined with reference to market norms and individual employees’ performance,
qualification and experience. The remuneration package generally includes basic salaries, bonuses and
employee benefits such as housing allowances. We conduct annual review on employee salary and
promotion based on their respective performances. The Group also operates the Share Option Scheme,
pursuant to which options to subscribe for Shares may be granted to the Directors and employees of the
Group. The Group provides orientation programmes for new employees to familiarise them with our
general working environment and work culture. The Group will also arrange on-the-job trainings for our
employees such as accounting trainings conducted by external parties, which aims at developing their
skills so as to meet our strategic goals, customer requirements, regulatory requirements and contractual
obligations. The Group has also provided specific site trainings to our site personnel in respect of
management of quality, environmental protection, health and safety matters.

SHARE OPTION SCHEME

On 20 December 2017, a share option scheme (the “Share Option Scheme”) was approved and adopted
by the Shareholders of the Company (the “Shareholders”), under which, options may be granted to any
Eligible Participants (as defined in the Share Option Scheme) to subscribe for Shares subject to the terms
and conditions stipulated in the Share Option Scheme. The Company has adopted the Share Option
Scheme as an incentive to Directors, eligible employees and other eligible participants.

The subscription price for the ordinary shares under the Share Option Scheme shall be determined by
the Board and shall not be less than the highest of: (i) the closing price of the Shares as stated in the
Stock Exchange of Hong Kong Limited’s (the “Stock Exchange”) daily quotation sheets on the date of
grant, which must be a day on which the Stock Exchange is open for the business of dealing in securities;
(ii) the average of the closing prices of the Shares as stated in the Stock Exchange’s daily quotation
sheets for the five business days immediately preceding the date of grant; and (iii) the nominal value of
a Share. The Share Option Scheme will be valid and effective for a period of 10 years commencing on 20
December 2017 and remains in force until 19 December 2028. Since the adoption of the Share Option
Scheme and up to the date of this report, no option was granted, exercised, cancelled or lapsed under
the Share Option Scheme.

EVENTS AFTER THE REPORTING PERIOD
Proposed Increase in Authorised Share Capital, Share Consolidation and Rights Issue

On 1 March 2024, the Company announced (i) the proposed increase in authorised share capital from
the existing authorised share capital of the Company of HK$20,000,000.00 divided into 2,000,000,000
Existing Shares with a par value of HK$0.01 each to HK$100,000,000.00 divided into 10,000,000,000
Existing Shares with a par value of HK$0.01 each (the “Increase in Authorised Share Capital”); (ii) the
share consolidation of every twenty (20) issued and unissued Existing Shares of par value HK$0.01
each into one (1) consolidated share (“Consolidated Share”) of par value of HK$0.20 each (the “Share
Consolidation”); and (iii) the proposed rights issue on the basis of four (4) rights share for every one (1)
Consolidated Share on a non-underwritten basis (the “Rights Issue”). The Increase in Authorised Share
Capital, Share Consolidation and Rights Issue are subject to shareholders’ approval at an extraordinary
general meeting of the Company. For further details on the Increase in Authorised Share Capital, Share
Consolidation and Rights Issue, please refer to the announcements of the Company dated 1 March 2024
and 25 March 2024.

8  Space Group Holdings Limited



Management Discussion and Analysis (continued)

Disposal of interest in subsidiary

On 22 March 2024, Space Construction (BVI) Limited (a wholly-owned subsidiary of the Company), Leong
Lap Kun and Lei Heng Lit entered into a disposal agreement for the disposal of Space Construction (BVI)
Limited’'s 61.39% interest in its subsidiary, Space Financial Holdings Limited. The total consideration for
disposal is HK$4,600,000 (approximately MOP4,738,000). Upon completion of the disposal, the Group’s
indirect shareholding in Space Financial Holdings Limited will be reduced from 93.02% to 31.63%, and
Space Financial Holdings Limited become an associate of the Group. For further details of the disposal,
please refer to the announcement of the Company dated 22 March 2024.

DIVIDEND AND DIVIDEND POLICY

The Board did not recommend the payment of a final dividend by the Company for the year ended 31
December 2023.

The Company has adopted a dividend policy (the “Dividend Policy”). In deciding whether to propose any
dividend, the Board will consider, among others, the Group’s actual and expected financial performance,
retained earnings and distributable reserves of the Group and each of the members of the Group, the
level of the Group's debts to equity ratio, return on equity and the relevant financial covenants, the
Group’s capacity from current and future operation, future commitments at the time of preparing and
making the distribution, any restrictions on payment of dividends that may be imposed by the Group’s
lenders, any restrictions under the laws of Hong Kong and Cayman Islands and the Company’s Articles of
Association, and any other factors that the Board deems appropriate.

The declaration and payment of the dividend by the Company is also subject to any restrictions under
the Companies Law of the Cayman Islands and the Company’s Articles of Association and any other
applicable laws and regulations. The Board will continually review the Dividend Policy and reserves the
right in its sole and absolute discretion to update, amend, modify and/or cancel the Dividend Policy at
any time. The Dividend Policy shall in no way constitute a legally binding commitment by the Group in
respect of its future dividend and/or in no way obligate the Group to declare a dividend at any time or
from time to time.

PROSPECTS AND STRATEGIES

The Company maintains unwavering confidence in future operations, firmly believing in the potential
improvement of the economic environment with the support of policies from the governments of
Hong Kong and Macau. Moreover, the governments are also expected to launch more large-scale
infrastructure projects, and the Company will seize opportunities to enhance its profitability.

Annual Report 2023
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Corporate Governance Report

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

The Company is committed to maintaining high standards of corporate governance to protect the
interests of its Shareholders and to enhance corporate value and accountability. The Board has reviewed
the Company’s corporate governance practices and is satisfied that the Company has complied with all
code provisions and, where applicable, the recommended best practices of the Corporate Governance
Code (“CG Code”) set out in Appendix C1 of the Listing Rules since 1 January 2023 and up to 31
December 2023 (the “Relevant Period”).

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code") as set out in Appendix C3 to the Listing Rules as its own code of conduct regarding
Directors’ securities transactions. Having made specific enquiries with all the Directors, each of the
Directors has confirmed that he/she has complied with the Model Code during the Relevant Period.

BOARD OF DIRECTORS

Composition

The Board comprises eight Directors and their respective role are as follows:
Executive Directors

Mr. Che Chan U (Chairman)
Ms. Lei Soi Kun

Mr. Lok Wai Tak

Mr. Ho Kwong Yu

Independent Non-executive Directors

Mr. Eulégio dos Remédios, José Anténio
Mr. Li Guohui

Mr. Lam Chi Wing

Mr. Choi King Leung

The biographical details of the Directors are set out in the section headed “Biographical Details
of Directors and Senior Management” of this annual report. Save as disclosed therein, there is no
relationship (whether financial, business, family or other material or relevant relationships) amongst
members of the Board, senior management or substantial shareholder or controlling shareholder of the
Company.

Space Group Holdings Limited



Corporate Governance Report (continued)

The composition of the Board is well balanced with each Director having extensive corporate and
strategic planning experience, sound industry knowledge and/or professional expertise. All independent
non-executive Directors have offered sufficient time and efforts to serve the business affairs of
the Company. They also possess appropriate academic and professional qualifications and related
management experience and have contributed to the Board with their professional opinion. The Board
believes that the ratio among executive Directors and independent non-executive Directors is reasonable
and appropriate. The Board also believes that the participation of independent non-executive Directors
shall offer their independent judgment on issues relating to strategy, performance, conflict of interest
and management process such that the interests of all Shareholders and the Group are considered and
safeguarded.

Role and Function

The Board is fully responsible for the formulation of business policies and strategies in relation to the
business operation of the Group and to ensure the availability of resources as well as the effectiveness of
its system of internal control.

Implementation and execution of the policies and strategies formulated by the Board and the daily
operations are delegated from the Board to the management of the Company. In addition, an audit
committee (the “Audit Committee”), a remuneration committee (the “Remuneration Committee”) and
a nomination committee (the “Nomination Committee”) were set up to assist the Board in fulfilling
certain responsibilities. Further details of these committees are set out in the paragraph headed “Board
Committees” of this annual report.

Independence of Independent Non-executive Directors

Pursuant to the requirement of Rule 3.10 of the Listing Rules, the Company has appointed three
independent non-executive Directors, one of whom has appropriate professional qualification in
accounting and financial management expertise. All independent non-executive Directors have
confirmed their independence, as set out in Rule 3.13 of the Listing Rules, to the Company and the Board
considers that all independent non-executive Directors have satisfied their independence of the Group.

Directors’ and Officers’ Liabilities Insurance
The Company has arranged appropriate insurance cover for Directors’ and officers’ liabilities in respect
of legal actions against Directors, officers and senior management of the Company arising out of

corporate activities. During the Relevant Period, no claim was made against the Directors, officers and
senior management of the Company.

Annual Report 2023
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Corporate Governance Report (continued)

Board Meetings’ and Director’s Attendance Records

The Board meets regularly to discuss the overall strategy as well as the operation and financial
performance of the Group, in addition to the meetings for reviewing and approving the Group’s annual
and interim results. The Directors had participated in the Board meetings as indicated below. For those
Directors who could not attend these meetings in person, they participated through electronic media.

The company secretary of the Company (the “Company Secretary”) assists the Chairman to prepare the
agenda of the meetings and each Director may request to include any relevant matters on the agenda.
Generally, at least 14 days’ notice is given for the regular meetings by the Company. All substantive
agenda items have comprehensive briefing papers, which are, in general, circulated three days before
convening each Board meeting.

All Directors are able to seek advice and services from the Company Secretary on the Board procedures
and all applicable laws, rules and regulations, and corporate governance matters. Draft minutes of
Board meetings and meetings of the Board committees are circulated to all Directors for comment and
approval as soon as practicable after the meetings. Minutes of Board meetings and meetings of Board
committee are kept by the Company Secretary and all Board members are given a copy of the minutes
for their record. Should a matter being considered involves a potential conflict of interest of a Director,
the Director involved in the transaction would be requested to leave the boardroom and abstain from
voting. The matter would be discussed and resolved by other Directors. Policy is in place that Directors,
upon reasonable request, may seek independent professional advice on issues related to the Group’s
business at the Company’s expenses. The Company Secretary has complied with Rule 3.29 of the Listing
Rules in relation to the professional training requirements.

During the Relevant Period, the attendance of the individual Directors at the meetings is set out below:
Number of meetings attended/eligible to attend

during the relevant period
Audit Remuneration Nomination

Notes Board Committee Committee Committee
Executive Directors
Mr. Che Chan U 11/1 -I- -/~ 3/3
Ms. Lei Soi Kun 1111 —/- -/~ 3/3
Mr. Lok Wai Tak 911 —/- 3/3 -/
Mr. Ho Kwong Yu 1111 -/ 33 —/-
Independent Non-executive Directors
Mr. Eulégio dos Remédios, José Antdnio 10/11 33 3/3 3/3
Mr. Lam Chi Wing 1 7/8 - 11 /-
Ms. Leong lat Lun 2 9/10 3/3 2/2 2/2
Mr. Li Guohui 9/11 373 -/~ 33
Mr. Choi King Leung 3 -I- -/~ -I- -I-

Space Group Holdings Limited



Corporate Governance Report (continued)

Notes:

1. Mr. Lam Chi Wing was appointed as independent non-executive Director and a member of Remuneration Committee
with effect from 27 April 2023.

2. Ms. Leong lat Lun resigned as an Independent Non-executive Director and a member of each of the Audit Committee,
the Remuneration Committee and the Nomination Committee with effect from 25 October 2023.

3. Mr. Choi King Leung was appointed as an Independent Non-executive Director and a member of each of the Audit
Committee, the Remuneration Committee and the Nomination Committee with effect from 25 October 2023.

The chairman also held a meeting with independent non-executive Directors without presence of other
Directors for the year ended 31 December 2023.

The independent non-executive Directors were appointed on 20 December 2017, 27 April 2023 and 25
October 2023 respectively and are subject to retirement by rotation in accordance with the articles of
association of the Company (the “Articles of Association”).

DIRECTORS’ TERMS OF APPOINTMENT

All Directors are appointed for a term of three years and are subject to the requirement of retirement
by rotation and re-election at the annual general meeting at least once every three years in accordance
with the Articles of Association.

In accordance with Articles 84(2) the Articles of Association, Ms. Lei Soi Kun, Mr. Che Chan U and Mr.
Lok Wai Tak shall retire by rotation and, being eligible, offer themselves for re-election at the annual
general meeting.

According to Article 83(3) of the Articles of Association, any Director appointed either to fill a casual
vacancy on the Board or as an addition to the existing Board shall hold office only until the first annual
general meeting after his appointment and shall be eligible for re-election. In accordance with Article
83(3) of the Articles of Association, Mr. Choi King Leung shall be eligible to offer himself for re-election
at the annual general meeting.

DIRECTORS’ TRAINING
Code Provision C.1.4 of the CG Code provides that Directors should participate in continuous professional

development to develop and refresh their knowledge and skills. This is to ensure that their contribution
to the Board remain informed and relevant.
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Corporate Governance Report (continued)

All Directors are encouraged to participate in continuous professional development activities by ways
of attending training and/or reading materials relevant to the Company’s business or to the Directors’
duties and responsibilities. Each of the Director, Mr. Che Chan U, Ms. Lei Soi Kun, Mr. Lok Wai Tak, Mr.
Ho Kwong Yu, Mr. Li Guohui, Mr. Eulégio dos Remédios, José Anténio, Mr. Lam Chi Wing, Mr. Choi
King Leung and Ms. Leong lat Lun, has complied with code provision C.1.4 of the CG Code. A summary
of professional training received by Directors for the year ended 31 December 2023 according to the
records provided by the Directors is as follows:

Attending seminar(s)/
programme(s)/conference(s)

and/or reading materials

relevant to the business or

Notes directors’ duties

Mr. Che Chan U

Ms. Lei Soi Kun

Mr. Lok Wai Tak

Mr. Ho Kwong Yu

Mr. Eulégio dos Remédios, José Antdnio

Mr. Lam Chi Wing 1
Ms. Leong lat Lun 2
Mr. Li Guohui

Mr. Choi King Leung 3

AN N Y NN

ANIAN

Notes:
1. Mr. Lam Chi Wing was appointed as a Director in April 2023.
2. Ms. Leong lat Lun resigned as a Director in October 2023.

3. Mr. Choi King Leung was appointed as a Director in October 2023.
BOARD DIVERSITY POLICY

During the year ended 31 December 2023, the Board adopted a board diversity policy setting out the
approach to achieve diversity on the Board. The Company considered diversity of board members can
be achieved through consideration of a number of aspects, including but not limited to gender, age,
cultural and educational background, ethnicity, professional experience, skills, knowledge and length of
service. All Board appointments will be based on meritocracy, and candidates will be considered against
selection criteria, having regard for the benefits of diversity on the Board.

Selection of candidates will be based on a range of diversity perspectives, including but not limited to
gender, age, cultural and educational background, professional experience, skills and knowledge. The
ultimate decision will be made upon the merits and contribution that the selected candidates will bring
to the Board.

Space Group Holdings Limited



Corporate Governance Report (continued)

The Board is committed to achieving gender diversity and other diversity perspectives, with the ultimate
goal of achieving gender parity on the Board.

As at 31 December 2023, the workforce (including senior management) comprised of 46.2% female and
53.8% male. The Company is determined to and will continue to achieve and maintain gender diversity
and equality in terms of the Board and the general workforce.

BOARD NOMINATION POLICY

The Nomination Committee shall consider a number of factors as a reference in assessing the suitability
of a proposed candidate, including reputation for integrity, accomplishment and experience in the
industry, relevant skills and experience to contribute to the Board, commitment in respect of available
time and relevant interest, diversity in all its aspects, including but not limited to gender, age, cultural
and educational background, ethnicity, professional experience, skills, knowledge and length of service.
These factors are for reference only, and not meant to be exhaustive and decisive. The Nomination
Committee has the discretion to nominate any person, as it considers appropriate.

BOARD COMMITTEES

The Board has established three committees, namely the Audit Committee, Remuneration Committee
and Nomination Committee with specific terms of reference to oversee particular aspects of the
Company’s affairs.

Audit Committee

Audit Committee was established with written terms of reference in compliance with Rule 3.21 of the
Listing Rules and the CG Code. The primary duties of the Audit Committee are to review and supervise
the financial reporting process, internal control system and risk management system of the Group, to
oversee the audit process and to perform other duties and responsibilities as assigned by the Board.

Members of the Audit Committee are Mr. Li Guohui, Mr. Eulégio Dos Remédios, José Antonio and
Mr. Choi King Leung (all are independent non-executive Directors). Mr. Li Guohui currently serves as
the chairman of the Audit Committee. Pursuant to the meeting of the Audit Committee, the Audit
Committee reviewed, among other things, the audited financial statements for the year ended 31
December 2023 with recommendations to the Board for approval and discussed with the management
and the external auditor the accounting policies and practices which may affect the Group, the report
prepared by the external auditor covering major findings in the course of the audit and the accounting
and financial reporting matters.

During the year ended 31 December 2023, the Audit Committee held 3 meetings.

The annual results for the year ended 31 December 2023 have been reviewed by the Audit Committee
before submission to the Board for approval.
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Remuneration Committee

The Remuneration Committee was established with written terms of reference in compliance with
Rule 3.25 of the Listing Rules and the CG Code. The primary duties of the Remuneration Committee
are to establish and review the policy and structure of the remuneration for the Directors and senior
management and make recommendations on the remuneration packages of individual Directors and
senior management and on other employee benefit arrangements.

The Remuneration Committee consists of three independent non-executive Directors, namely Mr. Eulégio
Dos Remédios, José Anténio, Mr. Lam Chi Wing and Mr. Choi King Leung and two executive Directors,
namely Mr. Lok Wai Tak and Mr. Ho Kwong Yu. Mr. Eulégio Dos Remédios, José Antdnio currently
serves as the chairman of the Remuneration Committee. Pursuant to the meeting of the Remuneration
Committee on 28 March 2024, the Remuneration Committee has assessed the performance of the
Directors and senior management of the Company, and reviewed and recommended to the Board the
remuneration policy and structure relating to the Directors and senior management of the Company. No
Director nor any of his/her associates is involved in deciding his/her own remuneration.

During the year ended 31 December 2023, the Remuneration Committee held 3 meetings. The
remuneration for the Directors and senior management comprises basic salary, retirement benefits
and discretionary bonus. Details of the amount of emoluments of Directors paid for the year ended 31
December 2023 are set out in note 9 to the consolidated financial statements.

The remuneration of members of the senior management (excluding Directors) by band for the year
ended 31 December 2023 is set out below:

Remuneration bands Number of person(s)
Nil to HK$500,000 1
HK$500,001 to HK$1,000,000 3
HK$1,000,001 to HK$ 1,500,000 Nil

Nomination Committee

The Nomination Committee was established with written terms of reference in compliance with the CG
Code. The primary duties of the Nomination Committee are to make recommendations to the Board on
appointments of our Directors, to assess the independence of the independent non-executive Directors,
to take up references and to consider related matters.

The Nomination Committee consists of three independent non-executive Directors, namely Mr. Li
Guohui, Mr. Eulégio Dos Remédios, José Anténio and Mr. Choi King Leung, and two executive Directors,
namely Mr. Che Chan U and Ms. Lei Soi Kun. Mr. Che Chan U currently serves as the chairman of the
Nomination Committee.
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The Nomination Committee carries out the process of selecting and recommending candidates for
directorships by making reference to the balance of expertise, skills, experience, professional knowledge,
personal integrity and time commitments of such individuals, the requirements of the business of the
Group and other relevant statutory requirements and regulations. An external recruitment agency may
be engaged to carry out the recruitment and selection process when necessary. Further, pursuant to
the terms of reference of the Nomination Committee, the Nomination Committee, when reviewing the
composition of the Board, will have regard to the diversity of the Board, which includes gender, age,
cultural and educational background, length of service, skills, knowledge and professional experience of
the Board. The Company recognises and embraces the benefits of diversity of Board members.

During the year ended 31 December 2023, the Nomination Committee held 3 meetings.

Mr. Ho Kwong Yu (fJ¥£=F) joined our Group on 7 April 2017 as company secretary and chief financial
officer and was appointed as our director on 29 July 2020. The biographical details of Mr. Ho are set out
under the section headed “Biographical Details of Directors and Senior Management”.

In accordance with Rule 3.29 of the Listing Rules, Mr. Ho has taken no less than 15 hours of relevant
professional training during the year ended 31 December 2023.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the corporate governance duties set out in code provision A.2.1
of the CG Code, namely: (i) to develop and review the Company’s policies and practices on corporate
governance; (ii) to review and monitor the training and continuous professional development of
Directors and senior management; (iii) to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements; (iv) to develop, review and monitor the code of
conduct and compliance manual (including in relation to securities trading) applicable to employees and
Directors; and (v) to review the Company’s compliance with the CG Code and disclosure in the corporate
governance report in the Company’s annual report.

The Board held 6 meetings during the Relevant Period, at which the Board reviewed the Company’s
policies and practices on corporate governance and legal and regulatory compliance, training and
continuous professional development participations of the Directors, as well as the Company’s
compliance with the CG Code.

The Board acknowledges its responsibility in maintaining a sound and effective internal control and risk
management systems for the Group to safeguard Shareholders’ investments and assets of the Company
at all times.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. Che Chan U is the chairman of the Board. The Company has not appointed any chief executive
officer since its inception. Given the current size and structure of the Company, the Board considers
that such appointment is not required as the existing structure has a well-balanced of authorities,
responsibilities and accountability among the members of the Board (which comprises experienced and
high caliber individuals who meet regularly to discuss issues and affairs affecting the operations of the
Company) and the senior management of the Company.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Company conducts an annual review on whether there is a need for an internal audit department.
Given the Group’s simple operating structure, as opposed to a separate internal audit department,
the Board is directly responsible for the establishment, maintenance and review of the Group’s system
of internal controls and risk management throughout the year ended 31 December 2023 and their
effectiveness. The Board, through the Audit Committee, has overseen the Company’s risk management
and internal control systems on an ongoing basis. A year-end review of the effectiveness of the Group’s
risk management and internal control systems has been conducted annually by the Audit Committee,
and the significant risk issues, if any, are referred to the Board with management responses and
recommendations for consideration. The Company has engaged an external independent professional
advisory firm (the “Independent Advisor”) to review the effectiveness and adequacy of risk management
and internal control systems in 2023 so as to ensure the effectiveness and adequacy of risk management
and internal controls system. The Independent Advisor had reviewed and analysed all material controls
of the Group, including financial, operational and compliance controls and their associated risks. The
relevant reports from the Independent Advisor were presented to and reviewed by the Audit Committee
and the Board.

The Board considered the risk management and internal control systems of the Group to be adequate
and effective for the year ended 31 December 2023. The Board also conducted a review of the adequacy
of resources, qualifications and experience of staff of the Group’s accounting and financial reporting
function, and their training programs and budget which are considered to be adequate for the year
ended 31 December 2023. For the year ended 31 December 2023, the Board have complied with the
code provisions on risk management and internal control as set out in the CG Code.

The Board wishes to emphasise that risk management and internal control systems are designed
to manage rather than eliminate risk of failure to achieve business objectives and can only provide
reasonable and not absolute assurance against material misstatement or loss.

The Company has established a whistleblowing policy. Whistleblowing channels are published in all
workplace. The policy is to facilitate employees, partners and customers to report complaints and
internal malpractices to the finance department of the Company, who will review, investigate and
follow up these complaints. Once cases are verified, investigation results will be announced within the
Company as warnings.

PROCEDURES AND INTERNAL CONTROLS FOR THE HANDLING AND DISSEMINATION
OF INSIDE INFORMATION

The Group strictly follows the requirements of the Securities and Futures Ordinance of Hong Kong
(the “SFO") and the Listing Rules and ensures that inside information is disclosed to the public as
soon as reasonably practicable unless the information falls within any of the safe harbours of the SFO.
Before inside information is fully disclosed to the public, such information is kept strictly confidential.
In addition, the Group adopted the policy of disclosing relevant information only to appropriate staff
within the Group.
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DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for the preparation of the consolidated financial
statements of the Company for the year ended 31 December 2023 and ensure that they are prepared
in accordance with the statutory requirements and applicable accounting standards. The Directors also
ensure the timely publication of the consolidated financial statements.

The statement of the external auditor of the Company with regard to their reporting responsibilities
on the Company’s consolidated financial statements, is set out in the Independent Auditor’s Report on
pages 67 to 69 of this annual report.

Disclaimer of Opinion (the “Disclaimer of Opinion™)

The Company'’s auditor, Global Link CPA Limited (the “Auditor”) issued a disclaimer of opinion on the
consolidated financial statements of the Group, details of which are set out in the independent auditor’s
report.

Basis for Disclaimer of Opinion
Multiple Uncertainties Relating to Going Concern

As described in Note 1 to the consolidated financial statements, as at 31 December 2023, the Group
had accumulated profits of approximately MOP144,912,000 (2022: MOP271,169,000), the Group's total
borrowings amounted to approximately MOP338,626,000 (2022: MOP448,085,000) while its cash and
cash equivalents amounted to approximately MOP20,255,000 (2022: MOP54,898,000) and pledged bank
deposits amounted to approximately MOP5,818,000 (2022: MOP126,100,000). As at 31 December 2023,
the Group has overdue trade receivables amounted to MOP407,607,000. The above conditions indicate
the existence of material uncertainties which may cast significant doubt about the Group’s ability to
continue as a going concern.

The directors of the Company have been formulating and undertaking a number of plans and measures
to mitigate the Group’s liquidity pressure, to improve the financial position of the Group and to
remediate the delayed repayments to financial institutions.

The consolidated financial statements had been prepared on a going concern basis, the validity of

which depends on the outcome of those plans and measures as mentioned in Note 1 to the consolidated
financial statements, which are subject to multiple uncertainties.
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However, we have not been able to obtain sufficient appropriate audit evidence to satisfy ourselves
that the events or conditions underpinning the cash flow forecast of the Group for going concern
assessment are reasonable and supportable because of (i) the lack of sufficient supporting basis from
the management on the successfulness of negotiation with the financial institutions on restructuring
or extension of repayment terms of bank borrowings; (ii) the lack of sufficient supporting basis for the
company to collect outstanding trade receivables, other receivables, deposits and prepayments and
contract assets balances in future; (iii) the lack of sufficient supporting basis that the improvement of
future operating results and cash flows would be realized; and (iv) the lack of sufficient basis from the
management on the successfulness of raising fund by way of right issues, in particular, the uncertainty
of outcome of those plans and measures and how variability in outcome would affect the future cash
flows of the Group. Hence, we were unable to satisfy ourselves about the appropriateness of the use of
the going concern basis of accounting in the preparation of the consolidated financial statements by the
management of the Group.

Should the Group fail to achieve its plans and measures as mentioned in Note 1 to the consolidated
financial statements, it might not be able to continue as a going concern, and adjustments would
have to be made to write down the carrying values of the Group’s assets to their recoverable amounts,
to provide for any further liabilities which might arise and to reclassify non-current assets and non-
current liabilities as current assets and current liabilities. The effects of these adjustments have not been
reflected in these consolidated financial statements.

In view of the significance of and the potential interaction of the multiple uncertainties described above
and their possible cumulative effects on the consolidated financial statements, we disclaimed our audit
opinion on the consolidated financial statements relating to the going concern issue only and not any
other issues for the year ended 31 December 2023 and also for the possible effect of the comparability
of the current year’s figures and the corresponding figures.

The Management's Position, View and Assessment on the Disclaimer of Opinion

In view of the uncertainties relating to going concern, the Directors have undertaken several plans
and measures to improve the Group's liquidity and financial position, to enable the Group to meet its
financial obligations as and when they fall due for the foreseeable future including:

(i)  Restructure of bank borrowings

The bank borrowings which are repayable on demand or within one year and were defaulted in
repayment amounted to approximately MOP300,611,000 as at 31 December 2023.

The Group is negotiating with the bank for loan restructuring. The management is of the view that
the Group will be able to obtain consent from the banks to extend the repayment of borrowings
and continue to provide the banking facility to improve the liquidity position of the Group with
reference to the proposed right issues for repayment of bank borrowings.
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Corporate Governance Report (continued)

Collection of outstanding trade receivables

The Group is negotiating with the customers for the settle plan on the outstanding trade
receivables.

Exercise strict control on the credit policy

The Group will exercise strict control on the credit policy for customers to minimize future potential
impairment on trade receivables.

Cash inflow from operations

The Group will continue to solve the liquidity issues via ways including but not limited to discussing
restructuring or extension of bank borrowings and raising funds by way of right issues.

Proceeds from right issues

On 1 March 2024, the Company announced (i) the proposed increase in authorised share capital
from the existing authorised share capital of the Company of HK$20,000,000.00 divided into
2,000,000,000 Existing Shares with a par value of HK$0.01 each to HK$100,000,000.00 divided into
10,000,000,000 Existing Shares with a par value of HK$0.01 each (the “Increase in Authorised Share
Capital”); (ii) the share consolidation of every twenty (20) issued and unissued Existing Shares of
par value HK$0.01 each into one (1) consolidated share (“Consolidated Share”) of par value of
HK$0.20 each (the “Share Consolidation”); and (iii) the proposed rights issue on the basis of four
(4) rights share for every one (1) Consolidated Share on a non-underwritten basis (the “Rights
Issue”). The Increase in Authorised Share Capital, Share Consolidation and Rights Issue are subject
to shareholders’ approval at an extraordinary general meeting of the Company. Assuming full
subscription under the Rights Issue, the expected gross proceeds of the Rights Issue will be up to
approximately HK$157.847 million and the relevant expenses would be approximately HK$2.587
million, which includes placing commission and professional fees payable to financial adviser, legal
advisers and other parties involved in the Rights Issue.

The Company intends to apply the net proceeds from the Rights Issue in the following manner:

(i) approximately 90% (being approximately MOP143.925 million) for repayment of bank loans
and overdrafts of the Group within around three months upon completion of the Rights Issue;
and

(ii) approximately 10% (being approximately MOP15.991 million) as general working capital of
the Group, including but not limited to its daily operational expenses and its staff cost of the

Group for the forthcoming 6 months upon completion of the Rights Issue.

In the event that there is an under subscription of the Rights Issue, the net proceeds will be utilised
on a pro rata basis as set out above.

For further details on the Increase in Authorised Share Capital, Share Consolidation and Rights Issue,
please refer to the announcements of the Company dated 1 March 2024 and 25 March 2024.
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The Board believes that, taking into account the above plans and measures, the Group will have
sufficient working capital to satisfy its present requirements for the year ending 31 December 2024.
However, should the Group fail to achieve the above mentioned plans and measures, the Group may be
unable to operate as a going concern, in which case adjustments might have to be made to the carrying
values of the Group's assets to state them at their realisable values, to provide for any further liabilities
which might arise and to reclassify its non-current assets and non-current liabilities to current assets and
current liabilities, respectively.

The Company will continue to take proactive measures so to resolve its liquidity issue and will publish
an appropriate announcement if there is any material development in accordance with the Listing Rules
and the Inside Information Provisions (as defined in the Listing Rules) under Part XIVA of the Securities
and Futures Ordinance (Chapter 571 of the Laws of Hong Kong).

The Auditor has indicated to the Company that whether the multiple uncertainties relating to going
concern can be adequately addressed depends on the implementation of the Company’s actions taken/
proposed plans and measures to be taken as mentioned above to address the Disclaimer of Opinion.

Audit Committee’s View on the Disclaimer of Opinion

The Audit Committee had critically reviewed the Disclaimer of Opinion, the management’s position
concerning the Disclaimer of Opinion (the “Management’s Position”) and measures taken by the Group
for addressing the Disclaimer of Opinion. The Audit Committee agreed with the Management’s Position
based on the reasons above. Moreover, the Audit Committee requested the management to take
all necessary actions to address the uncertainties regarding going concern underlying the Disclaimer
of Opinion that no such Disclaimer of Opinion will be made in the forthcoming audited financial
statements. The Audit Committee had also discussed with the Auditor regarding the financial position
of the Group, measures taken and to be taken by the Group, and considered the Auditor’s rationale and
understood their consideration in arriving their opinion.

The auditor’s responsibilities are set out in the Independent Auditor’s Report.
AUDITOR’S REMUNERATION

For the year ended 31 December 2023, services provided to the Company by its external auditor, Global
Link CPA Limited (“Global Link"), and the respective fees paid were:

2023
MOP’000

Audit services 1,530
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SHAREHOLDERS’ RIGHTS

The general meetings of the Company provide an opportunity for communication between the
Shareholders and the Board. Subject to provisions of the applicable laws in the Cayman Islands and
Listing Rules, the Articles require that an annual general meeting (“AGM") of the Company to be held
each year and at the venue as determined by the Board. Each general meeting, other than an AGM, shall
be called an extraordinary general meeting.

Pursuant to article 58 of the Articles of Association, any one or more Shareholders holding at the date of
deposit of the requisition not less than one-tenth of the paid up share capital of the Company carrying
the right of voting at general meetings of the Company shall at all times have the right, by depositing
a written requisition to the Board or the Company Secretary, to require an extraordinary general
meeting to be called by the Board for the transaction of any business specified in such requisition and
such meeting shall be held within two (2) months after the deposit of such requisition. If within twenty-
one (21) days of such deposit the Board fails to proceed to convene such meeting the requisitionists
themselves may do so in the same manner, and all reasonable expenses incurred by the requisitionist(s) as
a result of the failure of the Board shall be reimbursed to the requisitionist(s) by the Company.

Shareholders may at any time put forward their enquiries (including the procedures for putting forward
proposals at general meetings of the Company) to the Board in writing through the Company Secretary
whose contact details are as follows:

Space Group Holdings Limited

Suite 1905-07, Tower 6, The Gateway
9 Canton Road

Tsim Sha Tsui, Kowloon

Hong Kong

Tel No.: (852) 2513 1181
Fax No.: (852) 2153 1013

Procedures for Putting Forward Proposals at General Meetings by Shareholders

Pursuant to article 85 of the Articles of Association, no person other than a Director retiring at the
meeting shall, unless recommended by the Directors for election, be eligible for election as a Director
at any general meeting unless a notice signed by a Shareholder (other than the person to be proposed)
duly qualified to attend and vote at the meeting for which such notice is given of his intention to
propose such person for election and also a notice signed by the person to be proposed of his willingness
to be elected shall have been lodged at the head office or at the Registration Office provided that the
minimum length of the period, during which such notice(s) are given, shall be at least seven (7) days and
that (if the notices are submitted after the dispatch of the notice of the general meeting appointed for
such election) the period for lodgment of such notice(s) shall commence on the day after the dispatch of
the notice of the general meeting appointed for such election and end no later than seven (7) days prior
to the date of such general meeting.
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INVESTOR RELATIONS AND COMMUNICATION WITH SHAREHOLDERS

The Board established a Shareholders’ communication policy to ensure that Shareholders and potential
investors are provided with ready, equal and timely access to information of the Company.

The Company has maintained a corporate website at www.spacegroup.com.mo through which the
Company’s updated financial information, business development, announcements, circulars, notices of
meetings, press releases and contact details can be accessed by the Shareholders and investors.

The AGM also provides an important opportunity for constructive communication between the Board
and Shareholders. The Chairman and other members of the Board are present at the AGM to answer
questions raised by the Shareholders. The annual report together with AGM circular is distributed to
Shareholders at least 20 clear business days before the AGM.

The Company has reviewed the Shareholders’ communication policy conducted for the year ended 31
December 2023 and considered that the Shareholders’ communication policy has been well implemented
and effective.

CONSTITUTIONAL DOCUMENTS

The Company adopted an amended and restated memorandum and articles of association on 20
December 2017, an amended and restated memorandum and articles of association on 16 January
2018 and an amended and restated memorandum and articles of association on 23 June 2023. Save as
disclosed, there was no change in the constitutional documents of the Company during the Relevant
Period and up to the date of this report.
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Environmental, Social and Governance Report

This is the Environmental, Social and Governance Report (the “ESG Report”) of Space Group Holdings
Limited (the “Company”), together with its subsidiaries (collectively, the “Group”) for the year ended 31
December 2023.

SCOPE AND REPORTING PERIOD

This is the Environmental, Social, and Governance (“ESG") report of Space Group Holding Limited (the
“Company”, and collectively with its subsidiaries referred as the “Group” or “we"), which lays out the
principles and concept of sustainable development to which we adhere while performing our corporate
social responsibilities, summarises the relationship of the Group with the stakeholders, and states our
vision and mission for the social responsibilities.

The Group undertake fitting-out projects primarily in the private sector, including hotel and casinos,
restaurants and retail shops, and other properties in Hong Kong, Macau and Singapore. The Group
also established the finance servicing arm, which holds Type 1, 4, & 9 licenses issued by the Securities &
Futures Commissions of Hong Kong conducting financial services such as securities trading, investment
advice and asset management. This report covers the fitting-out business and finance service business, as
well as their operational locations, which include Hong Kong, Macau, Guangdong, Zhuhai, and Shanxi
from 1 January 2023 to 31 December 2023, unless otherwise stated.

REPORTING PRINCIPLES

The Report is prepared in accordance with the “Environmental, Social and Governance Reporting Guide”
set out in Appendix C2 to the Listing Rules of the Stock Exchange (the “Guide”). The contents covered
herein are in compliance with the provision of “Comply or Explain” as well as four reporting principles
of materiality, quantitativeness, balance and consistency required in the Guide.

Materiality — Materiality assessments have been carried out to identify material environmental and
social issues that have major impacts on investors and other stakeholders, the significant stakeholders,
procedures, and results of the engagement of which are presented in the section “Stakeholder
Engagement and Materiality” in the Report.

Quantitativeness — Key performance indicators (“KPI"”s) have been established, and are measurable
and applicable to make valid comparisons under appropriate conditions; information on the standards,
methodologies, assumptions, and/or calculation tools used, and sources of conversion factors used, have
been disclosed when applicable.

Balance — The Report presents the Group’s performance during the Reporting Period in an impartial
manner, avoiding choices, omissions or presentation formats that may unduly influence readers’

decisions or judgements.

Consistency — Consistent statistical methodologies and presentation of KPIs have been used to allow
meaningful comparisons of related data over time.
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REPORTING LANGUAGE

The Report is published in both English and Traditional Chinese versions. In case of discrepancies the
English version shall prevail.

STAKEHOLDERS’ FEEDBACK

Your opinions about the Report are highly valued by the Group. If you have any enquiries or advice,
please contact us by e-mail space@spacegroup.com.

THE STATEMENT OF THE BOARD OF DIRECTORS

The Group recognizes the importance of the Board's leadership and involvement in implementing
sustainable development strategies. Therefore, the Board is responsible for overseeing and leading ESG-
related matters, as well as seizing opportunities and addressing risks related to sustainable development.
The Board regularly decides on and monitors ESG policies and strategies, including setting ESG-related
goals, reviewing progress towards those goals, evaluating materiality, and setting priorities.

THE GROUP’S FUTURE DEVELOPMENT AND COMMITMENTS

The Group recognizes the correlation between business activities and ESG issues in various aspects. We
intends to transform the traditional business into a sustainable one in the long run. We plans to take
a top-down approach to promote the significance of sustainability and will consider suggestions from
different stakeholders that can improve the Group's sustainability. To monitor progress, we will conduct
an annual review and engage professional parties to evaluate the Group's sustainability.

ESG governance is a top priority for the Group and we aim to work collaboratively with employees,
investors, shareholders, customers, suppliers, governments, and community groups to achieve mutual
benefits and contribute to social progress, economic growth, and environmental governance. We are
committed to promoting sustainable business practices and fulfilling corporate social responsibilities to
capture industry development opportunities and create value for stakeholders. Moving forward, the
Group will continue to proactively assume corporate social responsibilities for achieving sustainable
development. We will actively comply with relevant government policies and requirements, support
society-wide low-carbon development, and participate in society-wide actions for energy conservation
and emission reduction.
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SUSTAINABILITY GOVERNANCE

The Group's operations are built upon a foundation of strong corporate governance. We believe that
establishing and implementing sound ESG principles and practices will increase the investment value
of our enterprise and provide long-term returns to our stakeholders. The Board is responsible for
overseeing sustainability issues related to the Group's operations and strategy. By setting a strategic
direction, the Board establishes a clear vision and strategy to guide ESG measures and systems that
reflect the Group's core values. The Board will utilize the following methods to identify, manage, and
review material ESG issues:

Identify: The Board will collaborate with essential stakeholders such as major customers, major suppliers,
management team, and employees to recognize significant ESG issues and risks associated with the
Group's business operations. The Board recognizes that open communication with stakeholders is
essential for ensuring business sustainability.

Assess: Apart from assessing the performance of the Group’s ESG measures through discussion with the
Group's stakeholders, the Board will engage a third party to identify and assess our performance in
respect of environmental protection and climate change.

Review: The Board will review the progress made against ESG-related goals to guide the Group to
achieve better ESG performance. Through the Group’s ESG Policy, a set of systematic risk management
practices have been put in place to ensure financial and operational functions, compliance control
systems, material control, asset management and risk management all operate effectively.
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STAKEHOLDER ENGAGEMENT AND MATERIALITY

In order to effectively promote our sustainable development and bring positive impact to the long-
term development of the environment and community, we continuously communicate and exchange
opinions with our internal and external stakeholders (including shareholders/investors, staff, customers,
business partners, suppliers, regulatory authorities and community/non-governmental organisations) to
understand their views and expectations. We also incorporate the opinions of various stakeholders as far
as possible when assessing and determining ESG risks and formulating relevant risk management and
business strategies. Through the following communication channels, we hear their advice and feedback
on the sustainable development of the Group, so as to improve our operations and practices accordingly.
Communication Channels

Stakeholders Possible Issue of Concern

Government/regulatory
authorities

Customers

Suppliers

Employees

Shareholders and
Investors

Community

e  Compliance with policies and
regulations
o Operational compliance

o Product responsibility
o Service level

° Supplier management
o Customer service

o Rights and benefits

o Remuneration and
compensation

o Career development and
training

e Working hours

o Working environment

° Corporate governance system

o Business strategies and
performance

o Corporate transparency and
reputation

o Community environment

o Employment and community
development

e  Social welfare

Routine reporting and disclosure
Announcements
Press releases

Company website

Phone and email communication
Communication with staff
Customer comment cards

Supplier assessment

Employee training
Employee communication
meetings

Performance reviews
Employee handbook

Annual/Extraordinary general
meetings

Annual reports and
announcements

Company website and email

Community activities
Employee voluntary activities
Community welfare subsidies
Charitable donations

Through ongoing dialogues and stakeholder engagement exercise throughout the Reporting Period, the
Group has received feedback and suggestions from stakeholders that are invaluable to its sustainable
development journey.
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Environmental, Social and Governance Report (continued)

During the Reporting Period, the Group has specifically engaged its board of directors, senior
management, shareholders, suppliers, frontline employees, clients, and third-party professionals to
gain further insights on ESG aspects they find material and relevant challenges that they may induce. A
materiality assessment has then been produced according to the engagement as follows.

Materiality of Different Topics from 5takeholder Engagemant

55“ %
o

T % %

B

g
s ®
£ @
: ®
2 B @

: o © ©

E
= B B3

@
L @
g
) wEE
T Intarnal Assessmaent on Importance to Business HIGHER

Environmental

Labour Practices

Operational Practices

1 Energy

2 Water

3 Air Emission

4  Waste and Effluent

5  Other Raw Materials
Consumption

6 Environmental Protection
Measures

7  Climate Change

8  Employment

9  Occupational Health and
Safety

10 Development and Training

11 Labour Standards

1

N

13

14

15

16

17

18

Supply Chain Management
Intellectual Property

Data Protection

Customer Service
Product/Service Quality
Anti-corruption

Community Investment
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Environmental, Social and Governance Report (continued)

According to the assessment, the five most material topics to the Group are therefore,
1.  Anti-corruption

2. Labour standards

3.  Water

4. Environmental Protection Measures

5. Other Raw Materials Consumption

The Group aims to keep close communication with its stakeholders for the identified aspects and
continues to improve its ESG performance. The Group also hopes to have better management on ESG-
related risks for future business development. In alignment with the Group’s vision on sustainability,
the business will continue to operate with high ethical standards and provide sustainable returns to
stakeholders.

A. ENVIRONMENTAL
A1. Emissions

The Group attaches great importance to environmental protection, and strictly abides by related laws
and regulations. While developing our business, the Group thoroughly implement the concept of energy
conservation and environmental protection through adopting a variety of measures, and continue to
pursue clean, efficient and green development. We have formulated internal policies, aiming to save
energy, water, paper and other resources, reduce greenhouse gas (“GHG") emissions and air pollutants
from vehicles, as well as promote and support environmental policies including mitigation of climate
change, while raising employees’ awareness toward environmental protection. We will review and
examine the implementation progress of various environmental protection measures, monitor each
emission source, identify more opportunities for energy conservation and emission reduction, and
establish relevant policies to effectively ensure that resources are used properly, aiming to reduce the
environmental footprint.

The Group’s fitting-out projects have minimal impacts on the environment and natural resources. Our
carbon footprints mainly come from the use of electricity, the use of water, the use of materials and
waste generated. The finance service business is conducted within an office setting and has a negligible
impact on the environment. We have carried out environmental protection measures in relation to
energy management, water resource management and waste reduction, so as to minimise the impact
on the environment and natural resources. During the Reporting Period, the Group did not note any
cases of material non-compliance relating to air and greenhouse gas emissions, discharge into water and
land, and the generation of hazardous and non-hazardous waste as required by the applicable laws and
regulations that had a significant impact on the Group.
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Environmental, Social and Governance Report (continued)

A1.1 Air Emissions

The office did not generate direct air emissions. Fitting-out works carried out by sub-contractors may
generate some indoor air pollutants, and the liability shall be borne by the sub-contractors. Meanwhile,
the Group has deployed project managers at the site to supervise sub-contractors’ work.

Passenger cars consuming petrol were used for daily business operations. Their combustion generated
several air emissions including nitrogen oxides (NO,), sulphur oxides (SO,), and respiratory suspended
particles (PM). The Group has generated a total amount of 0.07 kg SO,, 2.92 kg NO, and 0.21 kg PM
during the Reporting Period.

A1.2 Greenhouse Gas (GHG) Emissions

Emissions from the Group were generated directly from the consumption of mobile fuel petrol, and
indirectly from the consumption of purchased electricity, land filling of waste papers, and business air
travel.

There were 64.55 tonnes CO,, with an intensity of 0.23 tonne per one million Hong Kong Dollar revenue
(/HK$'m revenue) of carbon dioxide equivalent (tCO,e) GHG emitted from the Group’s operation during
the Reporting Period.

The reported GHG emissions were attributed to the following activities:

o Direct emission (scope 1): combustion of petrol for the Group-owned vehicles;

° Indirect emission (scope 2): purchased electricity;

o Other indirect emission (scope 3): business air travel and paper waste disposal.

Total GHG
GHG emission
Emission Sub-total (in
Scope of GHG emissions Emission sources (in tCOe) (in tCO,e) percentage)
Scope 1 Direct emission’ Combustion of gasoline 11.13 11.13 17%
in mobile sources
Scope 2 Energy indirect Purchased electricity 50.70 50.70 79%
emission?
Scope 3 Other indirect Paper waste disposed 0.73 2.72 4%
emission at landfills
Business air travel by employees? 1.99
Total (in tCO.e) 64.55 100%
Intensity (tonne CO,e/
HK$'m revenue) 0.23

Annual Report 2023 3]



Sl 4 PO

32

Environmental, Social and Governance Report (continued)

Notes:

1 Emission factors were referred to Appendix 27 of the Listing Rules and their referred documentation as set out by
Hong Kong Exchanges and Clearing Limited, unless stated otherwise.

2 Emission factor of 0.6101 tCO.e/kWh was used for purchased electricity from the Grid of PRC.

3 Emissions were calculated using the online tool provided by the International Civil Aviation Organization.
A1.3 Hazardous Waste

The business operations of the Group did not involve generation of any significant hazardous waste.
Hence, no such information is presented in this report.

A1.4 Non-hazardous Waste

The Group follows waste management principles and aims to manage and dispose of waste generated
by our business activities in a proper manner. Our waste management practices comply with relevant
environmental protection laws and regulations. The non-hazardous waste generated by the Group's
operations primarily consists of paper and toner cartridges. During the Reporting Period, the Group has
utilised and disposed 0.73 tonnes of paper and 4 pieces of toner cartridge.

A1.5 Measures to Mitigate Emissions

The Group’s operations generally resulted in insignificant emissions. The main source of emission was
electricity used for daily operations, as well as petrol used by vehicles, details of which has presented
in section A2. In the Reporting Period, the Group has set annual targets for air emissions, which were
mainly focused on reducing GHG emissions. To achieve the targets, the Group has taken the following

measures:

o arranging regular inspections for each fitting-out projects to ensure that waste water, noise, and
air emissions are compliant with regulations and do not pose any health risks to employees;

o encouraging employees to take public and shared transportation;

o encouraging employees to replace business travel and long-distance face-to-face meetings with
telephone or video conferences, and use public transportation to reduce the use of private cars;

o designating personnel to turn off lighting and ensure the reasonable use of air conditioning; and

o conducting monthly electricity statistics to analyse electricity efficiency and usage distribution to
monitor the Group's electricity consumption in the long term.

Through these measures, the Group aims to achieve a 10% reduction in overall emissions intensity in 10
years.
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Environmental, Social and Governance Report (continued)

A1.6 Waste Reduction and Initiatives

The Group regularly monitor paper, toner cartridge, and ink cartridge consumption and have
implemented measures to reduce waste. The Group provides facilities and encourages employees to sort
and recycle waste to achieve waste mitigation, reuse, and recycling objectives. We place a high standard
on waste reduction and educate employees on the significance of sustainable development, providing
relevant support to enhance their skills and knowledge.

In addition to recycling, the office has implemented programs and activities to encourage waste
reduction, such as promoting green information and electronic communication to implement a paperless
system, placing “Green Message” reminders on equipment, using double-sided printing and recycled
paper, and only using single-sided printing for official or confidential documents when necessary. The
Group does not produce any hazardous waste in its business activities.

A2. Use of Resources

The Group recognizes that the building materials used directly impact the quality of the building and
surrounding environment, and has implemented several environmental procurement measures. We
prioritize the purchase of environmentally-friendly indoor and outdoor building materials that provide
a comfortable environment while saving natural resources. We also prioritize the selection of locally-
sourced materials and consider recycling to reduce carbon emissions and construction waste generated
from transportation.

The Group's energy consumption, electricity consumption, and water consumption are relatively low,
and we have established policies and procedures for environmental management, including energy
management. Electricity and petrol consumption account for a significant portion of our carbon
emissions.

A2.1 Energy Consumption

Consumption Consumption
Direct/Indirect Energy Sources (in Litre) (in kwh)
Electricity N/A 93,458.70
Petrol 4,716.52 45,709.52
Total 139,168.22

The Group’s business operations resulted in total energy consumption of 139,168.22 kWh from the use of
electricity and petrol, recording a 13% drop from the last Reporting Period. The Group’s energy intensity
was 509.4 kWh/MOP'm revenue.
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Environmental, Social and Governance Report (continued)

A2.2 Water Consumption

Up to the year ending on 31 December 2023, the Group haven’t consumed any water in out fitting-
our business because the related construction site has been completed. As our office building are all
managed by building management company, we do not have any water utilization record. However, the
amount of water we used for office operation is insignificant.

A2.3 Energy Use Efficiency Initiatives

We advocate the principles of green energy conservation and making good use of resources, and are
committed to optimizing the use of resources throughout our business. We formulate relevant energy-
saving policies and measures to reflect our emphasis on energy efficiency. Power consumption of the
Group is primarily generated from the lighting, air conditioning and other equipment in the Group’s
offices and day-to-day operations. For electronic devices, we use products with high energy efficiency
certification and power-saving modes, such as computers and printers that can automatically enter the
standby or sleep mode when idling. We also procure electronic devices that are able to accommodate
multiple servers, such as printing facilities with multi-functional printing and copying devices, and avoid
using a single server with higher capacity to save electricity. During the Reporting Period, the Group has
set annual targets to reduce its electricity and energy consumption during operation and shall strive to
keep on improving consumption efficiency. The Group aims to achieve a 10% reduction in overall energy
use intensity in 10 years.

A2.4 Water Use Efficiency Initiatives

The Group strictly abides by the rules and regulations in relation to water pollution control. Our
building site's fitting-out project was where water usage was most prevalent. We create and implement
a water management strategy that includes plumbing system maintenance, monitoring, and leak
detection. We've been able to further reduce our water usage by teaching employees the value of water
conservation.

The domestic water we use is supplied by our property buildings, and we have no problem in sourcing
water that is fit for purpose. The Group has set annual targets for the use of water resources of which
were mainly focused on reducing water waste and improving the use efficiency of water resources. To
achieve the targets, the Group has taken the following measures:

o installing water-saving sprinklers in washing bays; and

o installing motion-sensor water tap in toilets;

A2.5 Packaging Materials

The Group’s operations did not involve any regular use of packaging materials.
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Environmental, Social and Governance Report (continued)

A3. The Environment and Natural Resources

The Group is committed to implementing environmentally-friendly practices and minimizing the impact
of its business activities on the environment and natural resources. Despite not being in a pollution-
intensive industry, we prioritize reducing greenhouse gas emissions, solid waste generation, and
resource consumption. We comply with relevant environmental laws and regulations and integrate
environmental protection into our internal management and daily operations. Our goal is to achieve
environmental sustainability and promote the effective use of resources. We continuously monitor
potential environmental impacts of our operations and adopt green office and construction practices
to reduce waste and consumption. We prioritize green purchasing and practical technologies to protect
natural resources.

Effective project management is crucial for efficient resource use, and we implement environmentally-
friendly construction measures and comply with building energy conservation regulations. We prioritize
waste reduction and management, with a hierarchical system of avoidance, reuse, and recycling before
disposal. For construction waste, we require subcontractors to collect and classify waste centrally and
transport it promptly to prevent dumping in the environment. We regularly review our environmental
protection policies and take necessary precautions to comply with relevant laws and regulations.

During the 2023 fiscal year, the Group remained compliant with all environmental laws and regulations
and took steps to minimize significant environmental impacts.

A3.1 Significant Impacts of Activities on the Environment

The Group has established internal policies to reduce its consumption of resources and to minimise
business travel. The Group is also committed purchasing from qualified suppliers who follow national
environmental rules and regulations. Indirect environmental impacts of the Group are mitigated by
promoting pro-environmental behaviours among its employees. The Group will continuously monitor its
air emissions and solid waste generation to minimise its impacts on the environment.

A4. Climate Change

Climate change is now one of the global issues and challenges, and the Group understands that the
impact of climate change is increasing day by day. Climate change poses a huge threat to all businesses,
and that of the Group’s is not an exception.

Physical risk

More frequent or severe natural disasters, such as floods and heavy rainfall, which will result in delays
in the delivery of our outdoor projects, and affect operational efficiency and punctuality rate, thereby

affecting market sales performance.

Risk of extreme weather events, such as storms, floods, or heatwaves, which can disrupt construction
timelines and damage the completed structures.

Climate change can impact the availability and cost of natural resources, such as water and energy,
which are essential for the construction process.
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How to mitigate physical risk

Our production team will consider climate risk as a major factor starting from the planning of all
projects. Historical climate data of production location will be carefully analyzed to minimize the
possibility of extreme weather. During the production process, everyday observatory prediction will be
closely monitored. Furthermore, our finance team will factor in extreme weather risks during our budget
planning.

Transition Risk

Fitting-out engineering contractors may also face increased costs due to new regulations and standards
related to climate change mitigation and adaptation. As a result, our contractors must take steps to
adapt to the changing climate conditions and implement strategies to mitigate potential risks.

Our finance service arm may also face reputational risks if our operation are perceived as not taking
sufficient action to address climate change concerns.

How to mitigate climate risk

The Group has strictly followed all environmental-related rules and guidance from local and national
authorities. To mitigate these risks, our finance services sectors will consider the potential impacts of
climate change on our business activities and operations, and implement strategies to adapt to changing
conditions and support the transition towards a low carbon economy. This includes introducing
investment opportunities in sustainable and climate-resilient projects, developing and implementing
climate risk management strategies, and engaging with stakeholders to promote climate action.

In the future, the Group will continue to proactively assume corporate social responsibilities for
responding to climate change, and take effective measures to cope with the challenges brought by
climate change, so as to achieve its own sustainable development. The Group will actively respond to
and implement relevant government policies and requirements in response to climate change, and
actively engage in society-wide common actions to mitigate its negative impacts.

Our brief climate risk assessment

Climate-related Risk Timeframe Likelihood Impact

Extreme weather (Acute) Long term Medium Medium

Extreme weather (Chronic) Long term Medium Medium

Tightening of climate-related policies Short-term Low Low

Cost to transition to lower emissions Short-term Low Low
technology

Changing customer behaviour Short-term Low Low
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B. SOCIAL

1. Employment and Labour Practices
B1. Employment

B1.1 Employment Figures

The Group regard employees as the key driving force for our sustainable growth. Adhering to the
people-oriented principle, we respect and protect the legitimate rights and interests of every employee,
regulates employment management, protects employees’ occupational health and safety, and creates
a working environment of health, safety and inclusiveness, so as to consolidate the close and long-term
cooperation between our employees and us.

The Group also complies strictly with the relevant laws and regulations to ensure employees’ interests
are protected. In addition, we have formulated a staff handbook to facilitate the building of talent
teams and strive to create an equal, inclusive, healthy and safe working environment. Our staff
handbook mandates human resource management policies, including equal employment, attendance
management, remuneration and benefits, recruitment and promotion, training and development,
health and safety, performance assessment, code of conduct, etc., so as to keep employees aware of the
Group’s management basis and their own interests. The Group did not note any cases of material non-
compliance in relation to employment during the Reporting Period.
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As of 31 December 2023, the Group had a total of 78 employees in offices of different locations. See
below for the detail breakdown of the workforce.

Total Workforce as of 31 December 2023

By Employment Type

Full-time 100%

Part-time 0%
By Gender

Female 46%

Male 54%
By Employee Category

Senior Management 15%

Middle Management 35%

Frontline and Other Employees 50%
By Age Group

18-25 4%

26-35 24%

36-45 37%

46-55 22%

56 or above 13%
By Geographical Location

Mainland China 28%

Hong Kong 33%

Macau 39%
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B1.2 Turnover Figures
A total of 16 employees left the Group during the Reporting Period, which gave a turnover rate of 21%.
The Group regularly reviews salary remuneration and benefits to retain talents and stay attractive and

competitive in the market. See below for the detail breakdown of turnover rate by employee group.

Turnover Rate as of 31 December 2023

By Employment Type

Full-time 21%

Part-time 0%
By Gender

Female 33%

Male 10%
By Employee Category

Senior Management 8%

Middle Management 11%

Frontline and Other Employees 31%
By Age Group

18-25 67%

26-35 42%

36-45 14%

46-55 12%

56 or above Nil
By Geographical Location

Mainland China 27%

Hong Kong 19%

Macau 17%

B1.3 Employee Recruitment, Compensation and Benefits

The Group complies strictly with all applicable laws and regulations in relation to recruitments, pursuant
to which the Group is to select, recruit and promote its employees at all levels in a fair, just and open
manner based on their knowledge, integrity, ability and experience in either public recruitment or
internal promotion, so as to ensure meritocracy and attract the best professional elites in the industry.
The recruitment process is arranged by the human resources department, with interviews arranged for
the selected candidates. Qualified applicants shall provide their identity documents, academic certificates
and resumes. The applicants shall pass the prescribed recruitment process, and become officially
employed after signing the employment contracts. The Group ensures to carefully go over the identities
and birth certificates of the qualified applicants to eliminate child labour at the source. During the
Reporting Period, the Group was not aware of any instance of child labour and forced labour.

The Group highly appreciates the continued services of its employees. When an employee presents his/
her resignation, the human resources department will arrange an interview with him/her to understand
his/ner motives and identify issues in relation to management and employee turnover rates, so as to
make timely improvements and retain talents.
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Environmental, Social and Governance Report (continued)

The remunerations of employees are determined based on their competitiveness, experience, skills and
qualifications for their positions. An annual performance assessment will be carried out to evaluate each
employee based on their target achievement, key competence and overall performance. Remuneration
adjustments and annual performance-related bonus distribution are planned in accordance with the
market conditions and operating results of the Group, so as to encourage employees to strive for greater
contribution to the Group. In addition, the Group makes contributions to mandatory social insurance
funds, including pension, occupational injury insurance, maternity insurance, medical insurance and
unemployment insurance for employees.

The Group complies with all working hours, rest, and vacation regulations of the Chinese, Hong Kong
and Macau Labor Law to ensure the physical and mental health of all employees. The Group does not
force employees to work overtime. Employees may apply for overtime in advance, and overtime pay
is paid after approval by the manager. Employees are entitled to public holidays recognised by PRC, as
well as paid time off from the Group, which include but not limited to annual leave, marriage leave,
maternity leave, sick leave, etc.

During the Reporting Period, the Group was not aware of any violation cases relating to compensation,
recruitment and promotion, working hours, holidays, equal opportunity, diversity, anti-discrimination,
and other benefits and welfare that have a significant impact on the operations of the Group.

B1.4 Employee Communication

Through induction training for new employees, the Group promotes a culture of belonging and career
development planning to create a cohesive and competitive working environment that encourages self-
development.

The Group attaches great importance to the opinions of employees. We understand that employees are
our close and long-term partners. Maintaining effective and positive mutual communication can not only
promote smooth operations, but also enhance mutual understanding and trust, and contribute to the
stable development of the Group. The Group fully protects the two-way communication channels with
its employees, these include corporate messages from the Group to employees, channels for employees
to report information to the Group, opinion surveys, etc. The Group mainly releases information and
key issues to employees through internal office platforms, which include but not limited to emails,
announcements, and corporate micro-channels. The Group carefully reviews and considers all opinion
from its employees and makes corresponding improvement to ensure their rights and interests.

B1.5 Equal Opportunity and Anti-discrimination

The Group attaches particular importance to equal employment opportunities and comply strictly
with anti-discrimination laws. The Group has also formulated internal policy on equal employment
opportunities, aiming to treat both employees and job applicants fairly and ensure they are not
discriminated for their gender, marital status, pregnancy, age, family status, disability, ethnicity,
nationality or religion. The Group treats each of its employees fairly and justly and offer equal
opportunities to them in recruitment, promotion, rewards, training, etc., and promise that no
discrimination will be tolerated. The Group shall consider disciplinary punishments on anyone who
violates this policy. In compliance with the law, the Group organises face-to-face lectures and provides
online training courses from time to time to prevent employees from being discriminated, harassed, and
harmed during work.
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B2. Employee Health and Safety

The Group places great importance on occupational safety and has established an occupational health
and safety management system to ensure a safe working environment for office employees. We strictly
follow relevant health and safety regulations in Macau, Hong Kong, and PRC. The Group is committed
to providing a safe and healthy work environment for their employees and subcontractors, and regards
occupational health and safety as a top priority for maintaining their reputation.

The Group has implemented a safety management system in Macau based on the OHSAS 18001
international standard. The system takes a preventive approach and focuses on crisis management and
risk assessment. The Group conducts regular internal risk assessments and reviews every six months to
provide information, training, and supervision for different types of work. This is done to enhance risk
awareness and to be better prepared for emergencies.

The Group has also established and maintains a safety management system for our Macau operations.
We properly manage any violations of the system and take remedial measures after recording and
reviewing to ensure site safety and health management is properly implemented at all construction sites
they manage. The Group complies with applicable laws and regulations regarding safety and health
management.

COVID-19 Measures

When the coronavirus disease broke out, the Group was highly cautious of the most up-to-date
situations as employees’ health and safety is the Group's priority. The Group has taken lead in setting up

preventive measures and arrangements for employees, some practices include:

J Strictly enforce the quarantine measures required in accordance with the requirement of the
Government

o Adopting work rotation, home officing, and other distancing measures as appropriate
o Strengthening health surveillance measures, such as measuring body temperatures

o Frequent disinfection of areas with high density

o Sourcing and providing anti-virus supplies, such as surgical masks, sanitisers

The Group remained vigilant and released information promptly whenever any cases worthy of concern
was identified.
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B2.1 Work-related fatalities and injury

Occupational Health and Safety Data in 2023

Work related fatality

Work injury cases >3 days
Work injury cases <3 days
Lost days due to work injury

o O O o

Occupational Health and Safety Data in 2022

Work related fatality 0

During the Reporting Period, the Group did not receive any complaints or lawsuits regarding violations
of health and safety-related laws, and there was no work-related death in the past three years.

B3. Development and Training

The Group continuously monitors employees’ job performance in order to identify training needs.
Employees are encouraged to participate in work-related and personal development trainings through
on-the-job trainings and external trainings to understand market trends and increase their competence.
Training provided was mostly duty-related courses or seminars delivered by both related experts in the
Group or external service providers.

To promote the joint growth of the Group and its employees, the Group has invested a lot of resources
in talent training. The Group has standardized and improved its employee training system to develop
exclusive development paths to employees, which offers basic skills training, professional skills training,
product training, and management skills training. At the same time, the Group also encourages
employees to actively participate in various training courses organized by various brand manufacturers,
which include but not limited to products, skills, management upgrades. During the Reporting Period,
the Group has provided its employees with multiple online and offline training courses.

13 employees received 24 hours of anti-corruption training, 8 employees received 21 hours of
occupational health and safety training, and 8 employees obtained 10 hours of training for a Licence
Type 6 Continuous during the Reporting Period.

B4. Labour Standards

There was no child nor forced labour in the Group’s operation during the Reporting Period. All original
identification cards of job candidates are first checked by the Group to confirm their age is above 16
years old. In addition, the Group conducts regular checking to ensure that there is no child labour nor

forced labour in its operations.

The Group also refrains from working with suppliers and subcontractors that are already known to use
forced or child labor in their operations.
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The Group complies with all applicable laws and rules, including the Labor Relations Law and the
Convention on the Prohibition of and Immediate Action Toward the Elimination of the Worst Forms of
Child Labor.

2. Operating Practices
B5. Supply Chain Management

The Group maintains an approved list of suppliers from Macau, Hong Kong, and the PRC. When selecting
suppliers for a project, we evaluate them based on their scale of operation, past experience working
together, ability to meet project requirements, price, and delivery time. The group regularly reviews and
updates this list. The procurement department coordinates with the project manager to select a supplier
from the approved list and negotiate purchase terms. Before execution, the executive directors review
and approve the proposed supplier purchase order forms. The quantity surveyor examines the quantity
and quality of materials ordered and the timing of delivery to ensure that they meet project schedules.

The Group's procurement department is responsible for ongoing project evaluation and annual
assessment of suppliers. The evaluation results serve as the basis for supplier management. Suppliers
are expected to take effective measures to improve their services if they receive unfavorable assessment
results. The Group has the right to terminate cooperation with service providers who violate the rules
or fail to meet targets. The Group maintains close communication with its suppliers to monitor their
performance and ensure that they meet their service commitments.

The Group attaches great importance to the environmental and social risks within its supply chain and
sub-contractors. The Group regularly reviews the updates of policies and laws related to the supply
chain, and communicates with internal and external stakeholders to understand and identify potential
environmental and social risks within its supply chain. In view of this, under the Group’s sub-contractor
supervision mechanism, the Group also requires sub-contractors to meet compliant standards in their
environmental and social performance.

B6. Product Responsibility

The Group places a high priority on the quality and safety of its services. We have established quality
and safety inspection policies for different projects, and we communicate with our customers to confirm
project expectations and directions before initiating any project. The Group actively coordinates projects
with our customers during the service provision process. We continuously improve our customer service
and complaint handling mechanisms to protect the rights and interests of consumers and provide
comfortable services.

The Group has also established a system for selecting and managing subcontractors. This includes
maintaining a list of approved subcontractors and regularly inspecting the quality and progress of work
performed by project managers. Subcontractors must comply with relevant laws and regulations related
to site safety and illegal labor. They are required to adopt all safety, building, and structural measures
and procedures specified in the group's safety management plan.
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The Group places great emphasis on property construction quality control, including the purchase of
building materials, external and interior decoration, and machinery used on construction projects.
We ensure compliance with our quality standards and relevant legislation and regulations through
project monitoring. Maintenance technicians should carry out detailed inspections on the automobiles
according to the requirements of each brand, including computer diagnosis, and regularly maintain the
automobiles before delivery.

B6.1 Intellectual Property Rights

The Group attaches great importance to the protection of intellectual property rights, and complies
with the relevant laws and regulations. In order to effectively carry out the works relating to the
management and protection of intellectual property rights, the Group has established internal control
procedures, which systematically manages work involving intellectual property rights:

o The Group’s application, maintenance and transfer of intellectual property rights will be handled in
an appropriate manner;

e When the Group’s intellectual property rights are infringed by third parties or may be subject to
other infringement disputes, the Group will preserve relevant evidence in a timely manner and take
measures to protect our intellectual property rights as soon as possible; and

e The Group is not only serious about the protection of intellectual property rights relating to its own
business, but also respects the copyright protection efforts of other products. Genuine software
has been installed and used on all of the Group’s terminal equipment, and installation and use of
unauthorised software on its terminal equipment is strictly prohibited. Additionally, the software
and database used in our information system must be authenticated and are allowed to be used for
commercial purposes.

During the Reporting Period, there had been no cases that violate intellectual property rights.

B6.2 Quality Assurance

The Group’s corporate motto is “Customer for Life”, and it is central to its corporate culture. The Group
strives to deliver optimal services in its daily operations. Thus, the Group attaches great importance to
customers’ opinions and treats providing customer support as an opportunity to improve its relationship

with the customer, and aims to address customer’s concern in a timely manner.

The Group has established a number of communication channels aiming to collect customer feedback in
a more efficient manner, which include daily operation/communication, telephone, WeChat and e-mail.
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A comprehensive mechanism for handling customer complaint was established to manage the collection,
transmission, and handling of customer complaints as well as return visits. Upon receiving relevant
complaint, such complaints will be reported to relevant departments and suppliers in a timely manner,
where they shall understand the root cause of the issue, proactively seek solutions, and formulate
relevant measures to prevent similar situations from reoccurring. If the Group receives a material
complaint, a special handling team will be set up in order to jointly formulate a handling plan, while
ensuring the comprehensiveness, rationality and compliance of the plan as much as possible, and also
strengthening communication with customers and strive to properly solve the related problems. The
Group’s customer relations managers will maintain close communication with its customers. In addition,
the Group provides employees with training to improve their efficiency and capacity in handling
customer complaints.

During the Reporting Period, our engineering work in the fitting-out construction site has been
completed, we don't have any complaints record from our clients.

B6.3 Confidential Information

The Group pays close attention to risk management relating to its information technology systems as
storage and protection of customer data and other related information is critical. The Group has adopted
a set of security safeguard measures to protect the data it has accumulated and stored, including, but
not limited to, encryption technology for data transmission and storage, conducting data classification
management and applying strict user data access and usage management policies.

Under such mechanisms and procedures, any operation violating information security regulations will
result in internal disciplinary action. The Group’s staffs are expected to undertake periodical training
on data protection. The Group also has a comprehensive data backup system to encrypt and store data
on servers in different locations in order to minimize the risk of data loss. Furthermore, the Group has
designated personnel to be responsible for inspecting and reporting any suspicious data deriving and
transmitting activities, as well as enhancing its data protection system pursuant to the changes of laws
and regulations and technology development. Meanwhile, such personnel has been designated to
take charge of reviewing, discussing and improving technologies in managing information security and
internal control system to ensure adequate protection is given to the Group’s database.

The Group complies with all applicable laws regarding confidential information and data protection of

the PRC. During the Reporting Period, the Group received no complaints or litigations relating to data
protection and privacy protection.
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Environmental, Social and Governance Report (continued)

B7. Anti-corruption

The Group regards knowledge and compliance with laws as the foundation of our business. The Group
always adheres to its core values and establish an honest, trustworthy, standardised and transparent
business environment. In order to ensure the compliance of the Group’s business operations and the
suitability of relevant regulations in the industry, the Group has formulated internal policies which cover
management system in different scopes, including board governance, business operations, financial
management, personnel management, general management and information security. The Group will
regularly review the prevailing laws and regulations, industry norms and its business development, so
as to update and revise the compiled articles in due course. During the Reporting Period, the Group was
not aware of any material incompliance with relevant laws and regulations.

In additions, the Group attaches great importance to the corporate culture of integrity and anti-
corruption, adheres to the highest standards of ethics and business integrity at all times, and abides
by the laws and regulations to prevent bribery, corruption, money laundering and fraud in its business
operation. The Group has formulated the anti-corruption and anti-bribery policies which are required to
be strictly followed by all employees.

In order to enhance the anti-corruption awareness and level of employees, during the Reporting Period,
the 8 employees of the Group received 22 hours of anti-corruption training. Topics of anti-corruption
training included anti-corruption laws and cases, roles of directors and employees in combating
corruption, job embezzlement, fraud, and misappropriation of funds, etc.

The Group has also formulated sound whistle-blowing policies to encourage all directors, employees
and third parties (including customers and suppliers of the Group) to report any misconduct, dereliction
of duty or violations. The whistle-blower can report any suspected illegal acts or dereliction of duty to
the Group in the form of writing such as mails or e-mails. The identity of the whistle-blower will be
kept strictly confidential. The whistle-blowing mechanism is coordinated by the Group's internal audit
department. Upon receiving whistle-blowing incidents, the department will analyse and sort out the
whistle-blowing information. After preliminary review and verification, if it is believed that the reported
person does have the facts of disciplinary violations, the investigation shall be formally filed and handled
in accordance with the relevant regulations of the discipline inspection and supervision department.

During the Reporting Period, the Group did not have any lawsuits related to, nor violated relevant laws
and regulations that have a significant impact on the operations of the Group.
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Environmental, Social and Governance Report (continued)

B8. Community Investment

Through various means of community participation and contribution, the Group is committed to
spreading the spirit of service in the community and building a sustainable and inclusive society. While
actively developing its business, the Group never forgets to support various community engagements in
order to give back to the society. The Group has always provided long-term and stable job opportunities
to the society, maintained good employment relationships, provided employment opportunities for
the society, increased local taxation, and improved the local automobile sales brand, thus promoting
local economic development, and achieving self-development and a win-win situation with the local
community.

In the future, the Group will continue to proactively cooperate with charitable organizations and
participate in various community investment and charitable activities. The Group will continue to devote
more resources to the education and social needs of society and environmental protection areas and
take up corporate social responsibility to contribute to the creation of a harmonious and healthy society.
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Biographical Details of Directors and Senior Management

BOARD OF DIRECTORS
Executive Directors

Mr. Che Chan U (F#E5), aged 42, was appointed as our Director on 24 April 2017 and was re-
designated as chairman and executive Director of the Group on 20 December 2017. Mr. Che is
responsible for the Group’s overall management, strategic planning and business development. He is
also the Chairman of the nomination committee. As the founder of the Group, Mr. Che has extensive
experience in fitting out industry. Mr. Che is also the director of Companhia Space Grupo Limitada (“Space
Group”), Space Construction & Engineering Co., Ltd. ([EFZ%E T2HBR A 7)) (“Space Construction”),
Space Oriental Construction & Engineering Co., Ltd. (EFF®R F 2 T2 ER A7) (“Space Oriental”) and
Minsang Oriental Limited (8143 5 B R 2A7]) (“Minsang Oriental”).

Mr. Che graduated in June 2004 from the National Taiwan University with the degree of Bachelor
of Science in Engineering. In June 2015, he became a member of the IPlantE Professional Sector, a
professional sector of the Society of Operations Engineers. He was registered as a Chartered Building
Engineer and was elected a member of the Chartered Association of Building Engineers on 31 March
2017. He is a registered Civil Engineer with the Land, Public Works and Transport Bureau of the Macao
Special Administrative Region since 2006. He is the son of Ms. Lei.

Ms. Lei Soi Kun (Z%%18), aged 65, is our executive Director. Ms. Lei was appointed as our Director on
24 April 2017 and redesignated as executive Director on 20 December 2017. She is responsible for the
overall management of the Group’s administrative matters. She is also a member of the nomination
committee.

Ms. Lei has over 20 years of experience in fitting-out industry. From 1976 to 1990, she was an
administrative clerk at Macau Fuhe Construction Property Co., Ltd (2FI@fMEELE £ B[R A A)). She was a
real estate agent and assisted her clients with renovation works from 1990 to 1993. Prior to joining the
Group in 2009, Ms. Lei has been the director of Bo Ngai Engineering Co., Ltd, a company which carried
out fitting-out business in Macau. Ms. Lei then joined the Group as a director in 2010 and has been
handling the Group’s administrative matters. She is the mother of Mr. Che.
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Biographical Details of Directors and Senior Management (continued)

Mr. Lok Wai Tak (F£2£), aged 69, was appointed as our Director on 16 May 2022. He is currently a
director of Space Financial Holdings Limited (“Space Financial”), and is also appointed as the managing
director of Space Financial in the People’s Republic of China. He joined the Group since 15 October
2020 and is mainly responsible for management of capital investment business of the Group. He has
been engaged in properties and finance industries for 47 years with connections in the local financial
and property sectors. He is a member of the Election Committee of the Chief Executive of the Macau
Special Administrative Region, a member of the Election Committee of the Thirteenth National People’s
Congress of Macau, a member of Standing Committee of the Shanxi Provincial Committee of the Chinese
People’s Political Consultative Conference, the president of the Macau Real Estate Association* (J2F9
HIEZE A E), the president of Macau-Shanxi Economic and Trade Association* (B9 L Fa4¢ E i E R #
&), vice president of the Shanxi Provincial China Overseas Friendship Association* (ILIF8%& /8N ES),
consultant of Shanxi Provincial Federation of Returned Overseas Chinese* (L5 BHf), the chairman
of The International Real Estate Federation — China Macau Chapter* (it R E)EH B EIRFIHE), vice
president of Macau Chinese People’s Political Consultative Conference (Provincial) Members Association*
(REE R ZE EREEE), director of Macau Basic Law Promotion Association* (REFPIEAEHEH D),
supervisor of the Chinese General Chamber of Commerce of Macau* (BFIHF ¥4 <) and director of
Macao Region China Council for the Promotion of Peaceful National Reunification.

Mr. Ho Kwong Yu (f}%5F), aged 38, is our executive Director and the managing director of Space
Financial Holdings Limited. Mr. Ho joined our Group on 7 April 2017 as company secretary and chief
financial officer and was appointed as our director on 29 July 2020. He is mainly responsible for the
Group’s business development and overall management of financial matters. He is also a member of the
remuneration committee.

Mr. Ho obtained his Bachelor of Business Administration (Major in Professional Accountancy) from the
Chinese University of Hong Kong in 2008. He is also a member of The Hong Kong Institute of Certified
Public Accountants.

From January 2008 to February 2015, Mr. Ho worked at Deloitte Touche Tohmatsu and his last position
held was manager in the audit department. From February 2015 to May 2015, Mr. Ho was an internal
audit manager at Cosco Shipping International (Hong Kong) Co., Ltd. (formerly named as Cosco
International Limited) (Stock Code: 517) and was responsible for conducting internal audit. His last
position prior to joining the Group was chief financial officer and company secretary of Creative China
Holdings Limited (Stock Code: 8368) where he was responsible for accounting, financial management
and company secretarial matters. Mr. Ho has been appointed as an independent non-executive director
of Most Kwai Chung Limited (Stock Code: 1716) since March 2018 and Sino Golf Holdings Limited (Stock
Code: 361) since November 2018.

* For identification purposes only
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Biographical Details of Directors and Senior Management (continued)

Independent Non-executive Directors

Mr. Lam Chi Wing (X £58), aged 44, obtained a bachelor of business administration in accounting and
finance degree from The University of Hong Kong in December 2003, a master of science in knowledge
management degree from The Hong Kong Polytechnic University in December 2006 and a master of
business administration degree from The Chinese University of Hong Kong in December 2010. He is
currently a postgraduate of the Executive Master in Public Administration Hong Kong Administrative
Talents Program conducted by the School of Public Policy & Management at Tsinghua University. Mr.
Lam joined Li & Fung Group in September 2003, where he served as the group chief representative and
general manager of Southern China of Li & Fung Development (China) Limited prior to his departure in
July 2015. From June 2020 to December 2020, he was an executive director of Bonjour Holdings Limited.
Mr. Lam has been a deputy to the 14th National People’s Congress (51 VU2 B A A K), a member of
each of the 12th and 13th Guangdong Provincial Committee of the Chinese People’s Political Consultative
Conference (TEIARBUAHEEZSE T _EAET=ZEEREZEE) and a member of each of the 11th
and 12th Zhongshan Municipal Committee of the Chinese People’s Political Consultative Conference (
BARBGAHEEZRE T —ERE+ _EFILTZEE). Mr. Lam is currently a vice-chairman of each of the
Hong Kong Guangdong Youth Association (B#ER & F 4 ), the council of the Guangdong Society
of Commercial Economy (BEREAEmELCBEEEIEEE), the Council for the Promotion of Guangdong-
Hong Kong-Macao Cooperation (BR & E/5RE E(E#E) and the Federation of Hong Kong Zhongshan
Community Organisations Limited (F#&H L+t E42). He is also currently an adjunct associate professor
of the department of information systems, business statistics and operations management of the
Business School of The Hong Kong University of Science and Technology, and co-director and an adjunct
professor of the Center of Innovation, Design and Entrepreneurship of the School of Management and
Economics of The Chinese University of Hong Kong, Shenzhen. Mr. Lam served as a part-time member of
the Central Policy Unit of the Government of the Hong Kong Special Administrative Region from 2011
to 2012. Mr. Lam served as an executive director of Bonjour Holdings Limited (stock code: 653) from July
2020 to December 2020 and an independent non-executive director of Aidigong Maternal & Child Health
Limited (stock code: 286) from March 2016 to December 2022, the shares of both of which are listed on
the Main Board of the Stock Exchange. Mr. Lam is currently an independent non-executive director of
each of Wai Hung Group Holdings Limited (stock code: 3321), Alco Holdings Limited (stock code: 328),
MTT Group Holdings Limited (stock code: 2350), Carry Wealth Holdings Limited (stock code: 643), China
Wantian Holdings Limited (stock code: 1854), RENHENG Enterprise Holdings Limited (stock code: 3628),
Aidigong Maternal & Child Health Limited (stock code: 286) and TOMO Holdings Limited (stock code:
6928), and Non-executive Director and Chairman of Dreameast Group Limited (stock code: 593), the
shares of all of which are listed on the Main Board of the Stock Exchange.

Space Group Holdings Limited



Biographical Details of Directors and Senior Management (continued)

Mr. Li Guohui (Z=E]&), aged 53, was appointed as an independent non-executive Director on 8 August
2022. He joined China Aircraft Leasing Group Holdings Limited (a company listed on the Stock Exchange,
stock code: 1848) and currently serves as an executive Director, the Chief Strategy Officer, Co-Chief
Financial Officer and Company Secretary. From July 2019 to December 2022, he served as an executive
director and joint chief financial officer of Zhongsheng Group Holdings Limited (a company listed on the
Stock Exchange, stock code: 0881). From August 2013 to July 2019, Mr. Li was the vice president, chief
financial officer and executive director of China Resources Pharmaceutical Group Limited (a company
listed on the Stock Exchange, stock code: 3320), a non-executive director of Dong-E E-Jiao Co., Ltd.
(a company listed on the Shenzhen Stock Exchange, stock code: 000423) and China Resources Double
Crane Pharmaceutical Co., Ltd. (a company listed on the Shanghai Stock Exchange, stock code: 600062)
and a supervisor of Sanjiu Medical & Pharmaceutical Co., Ltd. (a company listed on the Shenzhen Stock
Exchange, stock code: 000999). From September 2009 to August 2013, he was the accounting director of
the finance department of China Resources (Holdings) Company Limited. From April 2006 to September
2009, he was a senior analyst of IMC Development Management Company Limited in Hong Kong.
From October 2005 to April 2006, he was a M&A investment analyst in IMC Fanya, Singapore. He has
also served as an independent non-executive director of Shandong Weigao Group Medical Polymer
Company Limited (a company listed on the Stock Exchange, stock code: 1066) since June 2022. Mr. Li
obtained a bachelor’s degree in naval architecture and marine engineering from Wuhan University of
Technology, a master’s degree in business administration from Wuhan University, a master’s degree in
financial management from Nanyang Technological University in Singapore and obtained professional
qualifications as a Chartered Financial Analyst (CFA) qualified by the CFA Institute of Chartered Financial
Analyst and a Certified Public Accountant (CPA) qualified by the Singapore Institute of Chartered
Accountants.

Mr. Euldégio dos Remédios, José Anténio (ZR3E), aged 46, was appointed as an independent non-
executive Director on 20 December 2017 and is mainly responsible for overseeing the management
independently and providing independent judgment on the issues of strategy, performance, resources
and standard of conduct of the Company. He is also the chairman of the remuneration committee and
a member of the audit and nomination committees. Mr. Eulégio dos Remédios obtained a Diploma in
public relations from the Instituto Politécnico de Macau in 2002. He later obtained a Bachelor’s degree
in Law from the University of Macau in 2007. In July 2011, Mr. Eulégio dos Remédios became a lawyer
under the Associa¢do dos Advogados de Macau.

Mr. Euloégio dos Remédios has over 10 years of experience in law. He was a trainee-lawyer at Jorge Neto
Valente Lawyers and Notaries from October 2007 to April 2010 and is a lawyer at the same law firm from
July 2011 to present. From August 2012 to June 2013, Mr. Eulégio dos Remédios was also a part-time
lecturer at the University of Macau.

Annual Report 2023

51



Sl 4 PO

52

Biographical Details of Directors and Senior Management (continued)

Mr. Choi King Leung (25 R), aged 46, was appointed as an independent non-executive Director on 25
October 2023. He has obtained a bachelor’s degree in engineering in civil and structural engineering
from the Hong Kong University of Science and Technology in November 1999. Mr. Choi is a member
of the Chartered Association of Building Engineers since July 2014, fellow member of the Chartered
Management Institute since December 2014, fellow member of the Society of Professional Engineers
since January 2015, member of the International Institute of Risk and Safety Management since February
2015 and member of the Society of Operations Engineers since February 2015. Mr. Choi has over 20 years
of experience in the construction industry. Mr. Choi joined Zhunsheng Engineering Company Limited
in May 2022 and currently serves as a project director. From November 2019 to May 2022, Mr. Choi
was the manager of Shenzhen Ruihe Construction Decoration Limited. From May 2017 to November
2019, Mr. Choi was the Project Director and Assistant to General Manager of China Metallurgical Group
Corporation (Macau Branch).

SENIOR MANAGEMENT

The following table sets forth certain information of our senior management as at the date of this
annual report:

Roles and Date of joining
Name Age Position Responsibilities the Group
Mr. Cheong 38 Managing Director — management of capital 15 October 2020
Chio Kit (GREAR) Capital Investment investment business of
the Group
Ms. Chan HiuWa 30 Company Secretary the company secretarial 24 June 2021
(PREEEZE) matters of the Group
Mr. Ho King To 43 Deputy Chief finance and accounting 10 August 2013
(AT 5258) Financial Officer matters
Mr. Leong 36 Senior Project Manager management of the 1 November 2014
Tang Fu (2&=) Group's fitting-out and

construction projects

Our senior management is responsible for the day-to-day management of our business.
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Biographical Details of Directors and Senior Management (continued)

Mr. Cheong Chio Kit (FR#i7%), aged 38, is currently the managing director of Space Capital Limited. He
joined us on 15 October 2020 and is mainly responsible for management of capital investment business
of the Group. Mr. Cheong holds a master’s degree in business administration from the European
University.

Mr. Cheong had previously invested in and/or held middle to senior management positions at various
Macau-based companies engaging in different industries including building construction and decoration
and investment, where he has accumulated over 12 years of experience in investment and corporate
management.

Ms. Chan Hiu Wa (FRE: %), aged 30, graduated from the City University of Hong Kong with a bachelor’s
degree of business administration in accounting. She is a member of Hong Kong Institute of Certified
Public Accountants. Ms. Chan has over 5 years of experience in auditing and accounting. Prior to joining
the Group, she worked at an international accounting firm in Hong Kong.

Mr. Ho King To (f5&H), aged 43, is the deputy chief financial officer. He joined us on 10 August
2013 and is mainly responsible for finance and accounting matters. Mr. Ho has over 8 years of clerical
experience and accounting experience.

Mr. Ho obtained his Advanced Diploma in Accounting from the University of Hong Kong School of
Professional and Continuing Education in October 2012. He obtained his Bachelor of Accounting from
the University of Canberra through a part-time program co-organized with the Hong Kong Baptist
University School of Continuing Education in September 2016.

Mr. Leong Tang Fu (Rf&E), aged 36, is the senior project manager. He joined us on 1 November 2014
and is mainly responsible for management of the Group’s fitting-out and construction projects. Mr.
Leong obtained his bachelor’s degree of Civil Engineering and Environment from the National University
of Kaohsiung in 2012.

Mr. Leong has over 10 years' experience as an engineer in the engineering industry. From November
2012 to October 2014, he was employed at Ming Shun Construction and Property Investment Ltd with
his last position as engineer. He is a registered Civil Engineer with the Land, Public Works and Transport
Bureau of Macau. Mr. Leong is also a registered construction safety supervisor in Macau.
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Report of the Directors

The Directors are pleased to present to the Shareholders their report together with the audited
consolidated financial statements of the Group for the year ended 31 December 2023.

PRINCIPAL ACTIVITIES

The principal activity of the Company is an investment holding. Particulars of the Company’s principal
subsidiaries are set out in note 14 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results for the year ended 31 December 2023 are set out in the consolidated statement of profit or
loss on page 70 of this annual report.

The Board did not recommend the payment of a final dividend for the year ended 31 December 2023
(2022: nil).

BUSINESS REVIEW

A fair review of the business of the Group during the year and a discussion on the Group's future
business development are set out in the sections headed “Chairman’s Statement” and “Management
Discussion and Analysis” on pages 3 to 9 of this annual report.

The above discussions form part of this directors’ report.
PRINCIPAL RISKS AND UNCERTAINTY

Various risks and uncertainties that the Group may face: (i) the Group’s contracts are awarded through
tendering or quotation processes and not recurring in nature and its future business depends on our
continual success in project tenders or quotations; (ii) the Group’s performance is dependent on market
conditions and trends in the fitting-out industry and building construction industry in Macau which may
change adversely; and (iii) the Group depends on its subcontractors to complete a substantial part of the
works of its projects and bear the risks associated with fluctuations in subcontracting fees, substandard
performance and stability of their operations. In view of the risks associated with financial instruments,
the objectives and policies of Group are set out in note 27 to the consolidated financial statements.

COMPLIANCE WITH LAWS AND REGULATIONS

Strenuous efforts are exerted to ensure compliance with the laws and regulations of the jurisdictions in
which the Company operates.

In relation to human resources, the Group provides and maintains statutory benefits for its staff,
including but not limited to entitlement to mandatory provident fund, basic medical insurance, work
injury insurance, etc. staff is entitled to day-off on public holidays and maternity leave.

At the corporate level, the Group complies with the requirements under the Listing Rules and the
Securities and Futures Ordinance, Cap. 571 of the laws of Hong Kong (the “SFO") for, among other
things, the disclosure of information and corporate governance, and the Group has adopted the Model
Code set out in Appendix 10 to the Listing Rules.
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Report of the Directors (wntinued)

KEY RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS AND SUPPLIERS

The Group's success also depends on the support from key stakeholders which comprise employees,
customers and subcontractors and suppliers.

Employees

Employees are regarded as important and valuable assets of the Group. The objective of the Group’s
human resource management is to reward and recognise performing staff by providing a competitive
remuneration package and implementing a sound performance appraisal system with appropriate
incentives, and to promote career development and progression by appropriate training and providing
opportunities within the Group for career advancement.

Customers

The Group’s major customers included hotel and casino gaming operators and main contractors in
Macau. The Group provides professional and quality services in fitting-out business whilst maintaining
long term profitability, business and asset growth.

Subcontractors and Suppliers

The Group firmly believes that its subcontractors and suppliers are equally important in cost control and
increasing our bargaining power on procurement of materials, which further secures our competitive
position when bidding for tenders. The Group proactively communicates with its subcontractors and
suppliers to ensure they are committed to delivering high-quality and sustainable products and services.
Unless the customers require the Group to engage subcontractors and suppliers nominated by them,
the Group will select subcontractors and suppliers from our pre-qualified lists of subcontractors and
suppliers. In addition, during the continuance of the contracts with our subcontractors, the Group will
supply them with our internal guidelines on safety and environmental issues and require them to follow.
The Group effectively implements the subcontractor assessment process by conducting regular site
visit, evaluation on the performance of contract and other measures, to ensure the performance of our
subcontractors.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group believes that its business also depends on our ability to meet our customers’ requirements in
respect of safety, quality and environmental aspects. To meet our customers’ requirements on safety,
quality and environmental aspects, we have established safety, quality and environmental management
systems. Through the systematic and effective control of our operations, compliance with safety, quality
and environmental requirements can be further assured. We believe that our certifications to ISO 9001
and ISO 14001 enhance our public image and credibility and also help us to improve our customers’
confidence in our services. Details of the Group’s environmental policies and performance are set out in
the section headed “Environmental, Social and Governance Report”.
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Report of the Directors (continued)

RESERVES

Details of movements in the reserves of the Group during the year ended 31 December 2023 are set out
in the consolidated statement of changes in equity on page 74.

As at 31 December 2023, distributable reserves of the Company amounted to approximately
MOP144,912,000 (2022: MOP271,169,000).

MATERIAL INVESTMENT AND ACQUISITION

During the year ended 31 December 2023, the Group did not have other plans for material investments
and capital assets.

BANK BORROWINGS

Details of the bank borrowings of the Group as at 31 December 2023 are set out in note 22 to the
consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment during the year and details of the Group's property, plant
and equipment are set out in note 12 to the consolidated financial statements.

SHARE CAPITAL

Details of movements during the year in the share capital of the Company are set out in note 25 to the
consolidated financial statements.

EQUITY-LINKED AGREEMENTS
Save as disclosed in this annual report relating to the “Share Option Scheme”, no equity-linked

agreements were entered into during the year ended 31 December 2023 or subsisted at the end of the
year.
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Report of the Directors (wntinued)

PERMITTED INDEMNITY PROVISION

Pursuant to article 164 of the Articles of Association, subject to relevant laws, every Director shall be
entitled to be indemnified and secured harmless out of the assets and profits of the Company against all
actions, costs, charges, losses, damages and expenses which he/she may sustain or incur in or about the
execution of the duties of his/her office or otherwise in relation thereto.

DIRECTORS

The Directors during the year and up to the date of this annual report were:
Executive Directors

Mr. Che Chan U (Chairman)
Ms. Lei Soi Kun

Mr. Lok Wai Tak

Mr. Ho Kwong Yu

Independent Non-executive Directors

Mr. Eulégio dos Remédios, José Antonio

Mr. Lam Chi Wing (appointed on 27 April 2023)

Mr. Li Guohui

Ms. Leong lat Lun (resigned on 25 October 2023)

Mr. Choi King Leung (appointed on 25 October 2023)

In accordance with the Company’s Articles of Association, any Director appointed either to fill a casual
vacancy on the Board or as an addition to the existing Board should hold office until the next following
annual general meeting of the Company which shall then be eligible for re-election at such general
meeting. One-third of the Directors for the time being shall retire from office by rotation provided
that every Director shall be subject to retirement at an AGM at least once every three years and, being
eligible, offer themselves for re-election for the forthcoming year. Ms. Lei Soi Kun, Mr. Che Chan U and
Mr. Lok Wai Tak will retire by rotation at the forthcoming AGM and will offer themselves for re-election.
Mr. Choi King Leung will hold office until the forthcoming AGM and will offer himself for re-election.
None of the Directors proposed for re-election at the forthcoming AGM has a service contract which is
not determinable by the Group within one year without payment of compensation, other than statutory
compensation.

DIRECTORS’ SERVICE CONTRACTS

Mr. Che Chan U and Ms. Lei Soi Kun has entered into a service contract with the Company for a fixed
term of three years commencing from 16 January 2024, unless terminated by not less than three months’
notice in writing served by either party on the other expiring at the end of the initial term.

Mr. Ho Kwong Yu has entered into a service contract with the Company for a fixed term of three years

commencing from 29 July 2023, unless terminated by not less than three months’ notice in writing served
by either party on the other expiring at the end of the initial term.
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Report of the Directors (continued)

Mr. Lok Wai Tak has entered into a service contract with the Company for a fixed term of three years
commencing from 16 May 2022, unless terminated by not less than three months’ notice in writing
served by either party on the other expiring at the end of the initial term.

Mr. Eulégio dos Remédios, José Anténio has entered into a service contract with the Company for a fixed
term of three years commencing from 16 January 2024, unless terminated by not less than three months’
notice in writing served by either party on the other expiring at the end of the initial term.

Mr. Lam Chi Wing has entered into a service contract with the Company for a fixed term of three years
commencing from 27 April 2023, unless terminated by not less than three months’ notice in writing
served by either party on the other expiring at the end of the initial term.

Mr. Li Guohui has entered into a service contract with the Company for a fixed term of three years
commencing from 8 August 2022, unless terminated by not less than three months’ notice in writing
served by either party on the other expiring at the end of the initial term.

Mr. Choi King Leung has entered into a service contract with the Company for a fixed term of three
years commencing from 25 October 2023, unless terminated by not less than three months’ notice in
writing served by either party on the other expiring at the end of the initial term.

No Directors being proposed for re-election at the forthcoming AGM has a service contract with the
Company or its subsidiaries which is not determinable by the Group within one year without payment of
compensation (other than statutory compensation).

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at the date of this annual report, the interests and short positions of each Director and CEO in the
shares, underlying shares and debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) as recorded in the register required to be kept under Section 352 of
the SFO or as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code
were as follows:

The Company

Approximate

Number of percentage of
Shares held/ the total
Name of Director Capacity interested™ issued Shares
Che Chan U (“"Mr. Che") Interest held jointly with another 163,633,400 Shares (L) 14.10%
person; interest in a controlled
corporation®; and beneficial
owner®
Lei Soi Kun (”"Ms. Lei") Interest held jointly with another 162,033,400 Shares (L) 13.96%

person; interest in a controlled
corporation®
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Notes:

(1) The letter “L" denotes the Directors’ long position in the Shares.

(2) The Company is held as to approximately 13.96% (162,033,400 Shares) by Space Investment (BVI) Ltd (“Space
Investment”). Space Investment is held as to 94.74% by Mr. Che and 5.26% by Ms. Lei. Accordingly, Mr. Che and Ms.
Lei are deemed to be interested in the Shares held by Space Investment under part XV of the SFO.

(3)  Mr. Che beneficially owns 1,600,000 Shares of the Company.

Associated corporation

Approximate

Number of percentage of

Name of associated Shares held/ the total

Name of Director corporation Capacity interested™ issued Shares

Mr. Che Space Investment Beneficial owner 9,474 shares (L) 94.74%

Ms. Lei Space Investment Beneficial owner 526 shares (L) 5.26%
Note:

(1) The letter “L"” denotes the Directors’ long position in the Shares.

Save as disclosed above, as at the date of this annual report, none of the Directors and CEO had any
interest or short position in the shares, underlying shares or debentures of the Company or any of its

associated corporations (within the meaning of Part XV of the SFO) which are recorded in the register
required to be kept under Section 352 of the SFO or as otherwise notified to the Company and the Stock

Exchange pursuant to the Model Code.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

At no time during the year was the Company, its holding company, or its subsidiaries a party to any
arrangements to enable the Directors (including their spouse and children under 18 years of age) to
acquire benefits by means of the acquisition of Shares in, or debentures of, the Company or any other

body corporate.

Annual Report 2023

59



Sl 4 PO

60

Report of the Directors (continued)

SHARE OPTION SCHEME

On 20 December 2017, a share option scheme (the “Share Option Scheme”) was approved and adopted
by the Shareholders, under which, options may be granted to any Eligible Participants (as defined below)
to subscribe for Shares subject to the terms and conditions stipulated in the Share Option Scheme. The
Company has adopted the Share Option Scheme as an incentive to Directors and eligible employees.

The Share Option Scheme will provide the Eligible Participants an opportunity to have a personal
stake in the Company with the view to achieving the following objectives: (i) motivating the Eligible
Participants to optimise their performance efficiency for the benefit of the Group; and (ii) attracting and
retaining or otherwise maintaining on-going business relationships with the Eligible Participants whose
contributions are or will be beneficial to the long-term growth of the Group.

The Board may, at its discretion, offer to grant an option to subscribe for such number of new Shares
to eligible participants as the Board may determine (the “Eligible Participants”), which include the
following persons: (i) any full-time or part-time employees, executives or officers of the Company or any
of its subsidiaries; (ii) any directors (including non-executive directors and independent non-executive
directors) of the Company or any of its subsidiaries; and (iii) service providers of the Company or any of
its subsidiaries.

The maximum number of Shares which may be issued upon exercise of all options (excluding, for this
purpose, options which have lapsed in accordance with the terms of the Share Option Scheme and any
other share option scheme of the Company) to be granted under the Share Option Scheme and any
other share scheme of the Company must not in aggregate exceed 76,000,000 Shares (representing
approximately 6.55% of the number of shares in issue as at the date of this report), being 10% of the
shares in issue of the Company as at the date on which the shares of the Company first listed on the
Stock Exchange on 16 January 2018.

As no share options were granted under the Share Option Scheme since the adoption thereof and
during the year ended 31 December 2023, the number of Shares which were issued or may be issued in
respect of options or awards granted under the Share Option Scheme or any other share schemes of the
Company during the year ended 31 December 2023 divided by the weighted average number of shares
of the relevant class in issue for the year ended 31 December 2023 is nil.

The total number of Shares issued and which may fall to be issued upon exercise of the options granted
under the Share Option Scheme and any other scheme of the Company (including both exercised and
outstanding options) to each participant in any 12-month period shall not exceed 1% of the issued share
capital of the Company for the time being. Any further grant of options in excess of the 1% limit shall be
subject to shareholders’ approval in general meeting with such participant and his associates abstaining
from voting.

An offer for the grant of option must be accepted within 28 days from the offer date. Options granted
shall be taken up upon payment of HK$1 as consideration for the grant of option. Options may be
exercised at any time from the date which option is deemed to be granted and accepted and expired on
the date as the Board in its absolute discretion determine and which shall not exceeding a period of 10
years from the date on which the share options are deemed to be granted and accepted but subject to
the provisions for early termination thereof contained in the Share Option Scheme.
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The subscription price for the ordinary shares under the Share Option Scheme shall be determined by
the Board and shall not be less that the highest of: (i) the closing price of the Shares as stated in the
Stock Exchange’s daily quotation sheets on the date of grant, which must be a day on which the Stock
Exchange is open for the business of dealing in securities; (ii) the average of the closing prices of the
Shares as stated in the Stock Exchange’s daily quotation sheets for the five business days immediately
preceding the date of grant; and (iii) the nominal value of a Share.

The Share Option Scheme shall be valid and effective for a period of 10 years commencing from 20
December 2017.

No share option has been granted by the Company under the Share Option Scheme since its adoption up
to the date of this annual report.

SUBSTANTIAL SHAREHOLDERS' INTERESTS

As at the date of this annual report, so far as it is known to the Directors, the following persons (not
being a Director or chief executive of the Company) had or were deemed to have interests or short
positions in Shares or underlying Shares which were recorded in the register required to be kept by
the Company under section 336 of the SFO, or which would fall to be disclosed under the provision of
Divisions 2 and 3 Part XV of the SFO:

Approximate

Number of percentage of
Shares held/ the total
Name of Shareholders  Capacity interested® issued Shares
Space Investment Beneficial owner® 162,033,400 Shares (L) 13.96%
(BVI) Ltd
Ms. Ng Lai Kuan Interest of spouse® 163,633,400 Shares (L) 14.10%
("MS. Ngn)
Notes:

(1) The letter “L" denotes the Directors’ long position in the Shares.
(2) Space Investment is directly interested in 13.96% of the Shares in the Company.

(3) Ms. Ng is the spouse of Mr. Che. Accordingly, Ms. Ng is deemed to be interested in the Shares held by Mr. Che under
part XV of the SFO.

Save as disclosed above, as at the date of this annual report, no other person (other than a Director or

CEO) had registered an interest or short position in the Shares, underlying Shares and debentures of the
Company which fell to be disclosed to the Company under Divisions 2 and 3 of Part XV of the SFO.
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Report of the Directors (continued)

CHANGE OF DIRECTORS’ INFORMATION

Upon specific enquiry by the Company and following confirmations from Directors, save as otherwise
set out in this report, there is no change in the information of the Directors required to be disclosed
pursuant to Rule 13.51B of the Listing Rules since the Company’s last published interim report. The
change of Directors’ information as required to be disclosed pursuant to Rule 13.51B of the Listing Rules is
set out below:

Directors Changes in Positions held with the Company
Mr. Lam Chi Wing o Appointed as the independent non-executive Director on 27 April 2023
o Appointed as the member of the Remuneration Committee on 27 April
2023
Mr. Choi King Leung e  Appointed as the independent non-executive Director on 25 October
2023

o Appointed as the member of the Audit Committee, Remuneration
Committee and Nomination Committee on 25 October 2023

Ms. Leong lat Lun o Resigned as the independent non-executive Director on 25 October
2023
° Ceased to be a member of the Audit Committee, Remuneration
Committee and Nomination Committee

DIRECTORS’ AND CONTROLLING SHAREHOLDERS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in the paragraph headed “Connected Transactions” and the related party transactions
as disclosed in note 28 to the consolidated financial statements, there were no other transactions,
arrangements or contracts that are significant in relation to the business of the Group to which the
Company or any of its subsidiary was a party and in which a Director or his/her connected entity had
a material interest, whether directly or indirectly, subsisted at any time during the year ended 31
December 2023.

As at 31 December 2023, no contract of significance had been entered into between the Company, or
any of its subsidiaries and the controlling shareholders of the Company or any of their subsidiaries.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of the
business of the Company were entered into or existed during the year ended 31 December 2023.
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RELATED PARTY TRANSACTIONS

Significant related party transactions made during the year ended 31 December 2023 were disclosed in
note 28 to the consolidated financial statements.

COMPETING INTEREST

There were no competing business of which any Directors or their respective close associates had a
material interest, whether directly or indirectly, subsisted as at 31 December 2023 or at any time during
the year ended 31 December 2023.

DEED OF NON-COMPETITION

Each of Mr. Che, Ms. Lei and Space Investment (each a “Non-Compete Covenantor”) has entered into a
deed of non-competition (“Deed of Non-competition”) dated 22 December 2017 with the Company, to
the effect that each of them will not directly or indirectly participate in, or hold any right or interest, or
otherwise be involved in any business which may be in competition with the business of the Group from
time to time.

The Company has received the annual confirmation of the Non-Compete Covenantors in respect of their
compliance with the non-competition undertakings under the Deed of Non-competition during the year
ended 31 December 2023. The independent non-executive Directors also reviewed the Non-Compete
Covenantors’ compliance with the non-competition undertakings.

The independent non-executive Directors confirmed that the Non-Compete Covenantors were not in
breach of the non-competition undertakings during 31 December 2023.

REMUNERATION POLICY

The remuneration policy of the Group is set up by the Remuneration Committee on the basis of market
trends and the individuals’ merit, qualifications and competence.

The Remuneration Committee, having regard to the Company’s operating results, individual performance

and comparable market statistics, made recommendations to the Board for all remuneration of the
executive Directors and senior management of the Company.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S SECURITIES

None of the Company or any of its subsidiaries had purchased, sold or redeemed any of its listed
securities during the year ended 31 December 2023 and up to the date of this report.
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Report of the Directors (continued)

USE OF PROCEEDS FROM PLACING

On 21 June 2023, a total of 161,200,000 new shares of the Company had been successfully placed by the
placing agent at the placing price of HK$0.20 per placing share under the general mandate granted to
the Directors by resolutions of the Shareholders passed at the annual general meeting of the Company
held on 24 June 2022. The net proceeds from the placing (after deduction of commission and other
expenses of the placing) are approximately HK$31.9 million.

On 8 August 2023, a total of 193,440,000 new shares of the Company had been successfully subscribed
at the subscription price of HK$0.202 per subscription share under general mandate granted to the
Directors by resolutions of the Shareholders passed at the annual general meeting of the Company
held on 23 June 2023. The net proceeds from the placing (after deducting the relevant expenses) are
approximately HK$38.7 million.

The details of the use of net proceeds are as follows:

Actual use
of proceeds
Net proceeds as at
Date of initial raised Intended use 31 December
announcement Event (approximately) of proceeds 2023
5 June 2023 Placing of new HK$31.9 million Approximately HK$31.9  All net proceeds
shares under million in aggregate have been
general mandate for potential new fully utilised
construction projects as intended
and as general
working capital of
the Group
26 July 2023 Subscription of HK$38.7 million Approximately HK$38.7  All net proceeds
new shares under million in aggregate have been
general mandate for potential new fully utilised
construction projects as intended

and as general
working capital of
the Group

As at 31 December 2023, all proceeds from the placing and subscription have been fully utilised.
PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s Articles of Association although there is
no restriction against such rights under the laws in the Cayman Islands.
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TAX RELIEF AND EXEMPTION

The Company is not aware of any relief on taxation available to the Shareholders by reason of their
holding of the Shares. If the Shareholders are unsure about the taxation implications of purchasing,
holding, disposing of, dealing in, or exercising of any rights in relation to the Shares, they are advised to
consult their professional advisers.

EVENT AFTER THE REPORTING PERIOD

Details of event after the reporting period are set out in the section headed “Management Discussion
and Analysis” in this report.

CONNECTED TRANSACTIONS

During the year ended 31 December 2023, the Group had not entered into any connected transaction
which is required to be disclosed under Chapter 14A of the Listing Rules.

The related party transactions disclosed in Note 28 to the financial statements did not constitute
connected transactions or continuing connected transactions under Chapter 14A of the Listing Rules. The
Company has complied with the disclosure requirements in accordance with Chapter 14A of the Listing
Rules.

CORPORATE GOVERNANCE REPORT

The corporation governance report of the Group during the year ended 31 December 2023 is set out in
the sections headed “Corporate Governance Report” on pages 10 to 24 of this annual report.

MAJOR CUSTOMERS AND SUBCONTRACTORS

During the year ended 31 December 2023, sales to the Group’s five largest customers accounted for
approximately 93.9% of the Group’s sales for the year and sales to the Group's largest customer included
therein accounted for approximately 44.3%.

During the year ended 31 December 2023, subcontracting fees paid/payable to the Group's five largest
subcontractors accounted for approximately 99.9% of the Group’s total subcontracting fees and
subcontracting fees paid/payable to the Group’s largest subcontractor accounted for approximately
56.2%.

None of the Directors, their close associates or any shareholder (which to the knowledge of the Directors
own more than 5% of the Company’s share capital) had an interest in the major customers or suppliers
noted above.

PUBLIC FLOAT
As at the latest practicable date prior to the issue of this annual report, the Company has maintained the

prescribed public float under the Listing Rules, based on the information that is publicly available to the
Company and within the knowledge of the Directors.
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Report of the Directors (continued)

FINANCIAL SUMMARY

A summary of the consolidated results and the assets and liabilities of the Group for the last five
financial years is set out on page 147.

CLOSURE OF REGISTER OF MEMBERS

For the purposes of determining the Shareholders’ eligibility to attend and vote at the 2023 AGM of the
Company to be held on 21 June 2024 (Friday), the register of members of the Company will be closed
from 18 June 2024 (Tuesday) to 21 June 2024 (Friday), both days inclusive. During the closure period,
no transfer of Shares will be registered. To be eligible to attend and vote at the 2023 AGM, all transfers
accompanied by the relevant share certificates must be lodged with the Company’s branch share
registrar and transfer office in Hong Kong, Boardroom Share Registrars (HK) Limited, at 2103B, 21/F., 148
Electric Road, North Point, Hong Kong not later than 4:30 p.m. on 17 June 2024 (Monday).

CHANGE OF AUDITOR

SHINEWING (HK) CPA Limited resigned as the auditor of the Company with effect from 15 January 2024.
With the recommendation from the audit committee of the Company (the “Audit Committee”), Global
Link CPA Limited (“Global Link"”) has been appointed as the auditor of the Company with effect from 15
January 2024 to hold office until the conclusion of the next annual general meeting of the Company. For
further details, please refer to the announcement of the Company dated 15 January 2024.

AUDITOR

The accompanying consolidated financial statements have been audited by Global Link who shall retire
and, being eligible, offer themselves for re-appointment at the forthcoming AGM. Having approved by
the Board upon the recommendation of the Audit Committee, a resolution to re-appoint Global Link
as the independent auditor of the Company and to authorise the Board to fix its remuneration will be
proposed at the forthcoming AGM.

On behalf of the Board

Che Chan U
Chairman

Hong Kong, 28 March 2024
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INDEPENDENT AUDITOR'S REPORT

Unit 21A, 15/F, Star House,

\\ GIObaI Link 3 Salisbury Road, TST, Kowloon, Hong Kong
\ : : General Line: (852) 3580 0885
CPA lelted Fax: (852) 3580 0772

Website: https://globallinkcpa.com/

INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF SPACE GROUP HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements of Space Group Holdings Limited (the
“Company”) and its subsidiaries (hereinafter collectively referred to as the “Group”), which comprise the
consolidated statement of financial position as at 31 December 2023, and the consolidated statement
of profit or loss and other comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

We do not express an opinion on the consolidated financial statements of the Group. Because of the
significance of the matters described in the “Basis for Disclaimer of Opinion” section of our report,
we have not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit
opinion on these consolidated financial statements. In all other respects, in our opinion, the consolidated
financial statements have been properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR DISCLAIMER OF OPINION
Multiple Uncertainties Relating to Going Concern

As described in the consolidated financial statements, the Group had a net loss of approximately
MOP126,927,000 for the year ended 31 December 2023 and as at 31 December 2023, the Group's total
borrowings amounted to approximately MOP338,626,000, of which current borrowings amounted
to approximately MOP301,787,000, while its cash and cash equivalents amounted to approximately
MOP20,255,000 and pledged bank deposits amounted to approximately MOP5,818,000. As at the date
of this report, the Group defaulted on payment of certain bank borrowings, which also triggered cross-
default of other bank borrowings, such that they will become due for immediate repayment. These
conditions, together with other matters described in the consolidated financial statements, indicate
the existence of material uncertainties which may cast significant doubt about the Group’s ability to
continue as a going concern.
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INDEPENDENT AUDITOR’S REPORT (continued)

BASIS FOR DISCLAIMER OF OPINION (Continued)
Multiple Uncertainties Relating to Going Concern (Continued)

The directors of the Company have been undertaking a number of measures to improve the Group’s
liquidity pressure and the financial position of the Group which are set out in the consolidated financial
statements. The consolidated financial statements had been prepared by the directors of the Company
on a going concern basis, the validity of which depends on the outcome of those plans and measures,
which are subject to multiple uncertainties, including (i) the successful negotiations with the lenders
for the renewal of extension for repayment of outstanding bank borrowings; (ii) the collection of
outstanding trade receivables, other receivables, deposits and prepayments and contract assets balances;
(iii) successfully managing the impact of the economic downturn on the Group’s operations from time to
time and generate sufficient cash flows from its operations; (iv) the result of the proposed rights issue.
We are unable to determine whether the use of the going concern assumption in the preparation of the
consolidated financial statements is appropriate.

Should the Group fail to achieve the abovementioned measures, it might not be able to continue to
operate as a going concern, and adjustments would have to be made to write down the carrying values
of the Group's assets to their recoverable amounts, to provide for any further liabilities which might arise
and to reclassify non-current assets and non-current liabilities as current assets and current liabilities. The
effects of these adjustments have not been reflected in these consolidated financial statements.

RESPONSIBILITIES OF DIRECTORS OF THE COMPANY AND AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of the consolidated financial
statements that give a true and fair view in accordance with HKFRSs issued by the HKICPA and the
disclosure requirements of the Hong Kong Companies Ordinance, and for such internal control as the
directors of the Company determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors of the Company are responsible for
assessing the Group’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless the directors of the Company

either intend to liquidate the Group or to cease operations, or have no realistic alternative but to do so.

Audit Committee are responsible for overseeing the Group's financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our responsibility is to conduct an audit of the Group's consolidated financial statements in accordance
with Hong Kong Standards on Auditing ("HKSAs") issued by the Hong Kong Institute of Certified Public
Accountants (“"HKICPA") and to issue an auditor’s report. However, because of the matter described
in the Basis for Disclaimer of Opinion section of our report, we were not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion on these consolidated financial
statements.

The engagement partner on the audit resulting in this independent auditor’s report is Au Yeung Ming
Yin Gordon.

Global Link CPA Limited

Certified Public Accountants

Au Yeung Ming Yin Gordon
Practising Certificate Number: P08219

Hong Kong
28 March 2024
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the year ended 31 December 2023
(Expressed in Macau Pataca)

Notes

Revenue

Cost of revenue

Gross profit

Other income and gains, net

Fair value loss on investment properties

Impairment losses of financial assets and contract assets
Impairment of goodwill

Administrative and other expenses

(Loss)/profit from operations

Finance costs

(Loss)/profit before taxation

Income tax

(Loss)/profit for the year

Attributable to:

Owners of the Company
Non-controlling interests

(Loss)/profit for the year

(Losses)/earnings per share
— Basic and diluted

11

70  Space Group Holdings Limited

2023
MOP’000

273,192

(214,166)

59,026

903
(4,532)
(107,682)

(8,642)
(38,688)

(99,615)

(27,376)

(126,991)

(3

(126,927)

(126,257)
(670)

(126,927)

MOP(0.13)

2022
MOP’000

477,128

(358,787)

118,341
1,889

(10,917)
(16,471)

(50,546)

42,296

(18,538)

23,758

(3,270)

20,488

21,485
(997)

20,488

MOP0.03



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(Loss)/profit for the year
Other comprehensive income
Item that may be reclassified subsequently to profit or loss:

Exchange differences arising on translation of financial statements of
foreign operations

Other comprehensive income for the year, net of income tax

Total comprehensive (expense)/income for the year

Attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive (expense)/income for the year

For the year ended 31 December 2023
(Expressed in Macau Pataca)

2023 2022
MOP’000 MOP’000

(126,927) 20,488

627

627

21,115

22,112

(997)

21,115
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2023
(Expressed in Macau Pataca)

chllsdle=e | 31 December
Notes 2023 2022
MOP’000 MOP’000

Non-current assets

Property, plant and equipment 12(a) 11,605 21,929
Investment properties 13 94,760 99,292
Investment in an insurance contract 15 - 2,823
Other non-current asset 812 812
Intangible asset 16 1,803 1,803
Goodwill 17 12,039 20,681

Deferred tax assets 23 3,374 3,374

124,393 150,714

Current assets

Contract assets 18 106,173 100,602
Trade and other receivables 19(a) 614,176 578,159
Prepayments 19(b) 257,563 246,398
Financial assets at fair value through profit or loss 40 33
Pledged deposits 20(d) 5,818 126,100
Cash and bank balances 20(a) 20,255 54,898

1,004,025 1,106,190

Current liabilities

Trade and other payables 21 151,641 79,496
Bank loans and overdrafts 22 301,787 445,091
Lease liabilities 12(b) 3,356 7,014
Amount due to a director 28(b) 6,957 37,060
Bond payable 22 35,020 -
Tax payable 48,028 47,775

546,789 616,436

Net current assets 457,236 489,754

Total assets less current liabilities 581,629 640,468
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

Notes
Non-current liabilities
Lease liabilities 12(b)
Bank loans and overdrafts 22
Deferred tax liabilities 23
NET ASSETS
CAPITAL AND RESERVES
Share capital 25

Reserves

Equity attributable to owners of the Company
Non-controlling interests

TOTAL EQUITY

As at 31 December 2023
(Expressed in Macau Pataca)

chlplsd=iles | 31 December
2023 2022
MOP’000 MOP’000

3,406 6,790
1,819 2,994
1,051 1,745

6,276 11,529

575,353 628,939

11,955 8,302
564,166 620,735

576,121 629,037
(768) (98)

575,353 628,939

The consolidated financial statements on pages 70 to 146 were approved and authorised for issue by the
board of directors on 28 March 2024 and are signed on its behalf by:

Che Chan U
Director

Lei Soi Kun
Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2023
(Expressed in Macau Pataca)

Attributable to owners of the Company

Non-
Share Share Legal Other Exchange Retained controlling Total
capital  premium reserve reserve reserve profits Total interests equity
MOP'000 MOP'000 MOP'000 MOP'000 MOP'000 MOP'000 MOP'000 MOP'000 MOP'000
(Note (a))
At 1 January 2022 8302 357,240 150 (8,388) (63) 249,684 606,925 (92) 606,833
Changes in equity for 2022:
Profit for the year - - - - - 21,485 21,485 (997) 20,488
Other comprehensive income - - - - 627 - 627 - 627
Total comprehensive income
for the year - - - - 627 21,485 22,112 (997) 21,115
Acquisition of a subsidiary
(note 31) - - - - - - - 991 991
At 31 December 2022 8,302 357,240 150 (8,388) 564 271,169 629,037 (98) 628,939

Changes in equity for 2023:

Profit for the year (126,257) (126,257) (670) (126,927)
Other comprehensive income - 225 - 225

Total comprehensive income
for the year (126,257)  (126,032) (670) (126,702)

Ordinary shares issued, net of
transaction costs 69,463 73,116 73,116

At 31 December 2023 426,703 576,121 (768) 575,353

Note:
(@) In accordance with Article 377 of the Commercial Code of Macau Special Administrative Region, the subsidiaries

registered in Macau are required to transfer part of their profits of each accounting period of not less than 25% to
legal reserve, until the amount reaches half of the respective share capital.
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CONSOLIDATED CASH FLOW ST

ATEMENT

For the year ended 31 December 2023
(Expressed in Macau Pataca)

Note 2023
MOP’000

OPERATING ACTIVITIES

Cash (used in) generated from operations
Interest received
Income tax paid

20(b)

NET CASH (USED IN) FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES

Payment for the purchase of property, plant and
equipment

Interest received from banks

Proceeds from the disposal of property, plant and
equipment

Acquisition of subsidiaries

31

NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES

Drawdown of bank loans
Advance from directors
Repayment of bank loans
Interest paid

Increase in pledged deposits
Payment for lease liabilities
Issue of ordinary share

113,837

4,917
(124,677)
(27,376)
(1,877)
(7,158)

AN

NET CASH FROM (USED IN) FINANCING ACTIVITIES

30,782

NET (DECREASE) INCREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE BEGINNING
OF THE YEAR

EFFECT OF EXCHANGE RATE CHANGES

(21,943)

26,331
(39)

CASH AND CASH EQUIVALENTS AT THE END OF
THE YEAR

20(a)

2022
MOP’000

28,437
168
(50)

28,555

(449)
446

35
(23,643)

(23,611)

648,331

32,607
(710,983)
(18,538)
(6,748)
(7,322)

(62,653)

(57,709)

82,723
1,317

26,331
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Macau Pataca unless otherwise indicated)

GENERAL INFORMATION AND BASIS OF PREPARATION

Space Group Holdings Limited (the “Company”) and its subsidiaries (together, the “Group”) are
principally engaged in fitting-out works.

The Company was incorporated in the Cayman Islands on 24 April 2017 as an exempted company
with limited liability under the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and revised)
of the Cayman Islands. The address of its registered office is Cricket Square, Hutchins Drive, Grand
Cayman KY1-1111, Cayman Islands and its principal place of business in Hong Kong is Suite 1905-07,
Tower 6, The Gateway, 9 Canton Road, Tsim Sha Tsui, Kowloon, Hong Kong. Its parent and ultimate
parent is Space Investment (BVI) Limited, incorporated in the British Virgin Islands. Its ultimate
controlling parties are Mr. Che Chan U and Ms. Lei Soi Kun.

The Company’s shares were listed on The Stock Exchange of Hong Kong Limited on 16 January
2018.

These consolidated financial statements are presented in Macau Pataca (“MOP"), unless otherwise
stated.

Going concern basis

As at 31 December 2023, the Group had accumulated profits of approximately MOP144,912,000
(2022: MOP271,169,000), the Group’s total borrowings amounted to approximately MOP338,626,000
(2022: MOP448,085,000) while its cash and cash equivalents amounted to approximately
MOP20,255,000 (2022: MOP54,898,000) and pledged bank deposits amounted to approximately
MOP5,818,000 (2022: MOP126,100,000). As at 31 December 2023, the Group has overdue trade
receivables amounted to MOP407,607,000. The above conditions indicate the existence of material
uncertainties which may cast significant doubt about the Group’s ability to continue as a going
concern.

In view of such circumstances, the directors of the Company have given careful consideration to the
future liquidity and performance of the Group and its available sources of financing in assessing
whether the Group will have sufficient financial resources to continue as a going concern. Certain
measures have been taken to mitigate the liquidity pressure and to improve its financial position
which include, but are not limited to, the following:

(i) The Group is negotiating with several financial institutions and seeking for renewal of the
existing bank facilities to finance the Group’s working capital and commitments in the
foreseeable future;

(ii) The Group will continue to take active measures to control administrative costs through
various channels including human resources optimization and capital expenditure control. This
measure may reduce the cash outflows of the Group;

(iii) The Group will exercise strict control on the credit policy for customers to minimize future
potential impairment on receivables; and
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

1. GENERAL INFORMATION AND BASIS OF PREPARATION (Continued)
Going concern basis (Continued)

(iv) The Group proposed subject to raise gross proceeds of up to approximately HK$157,847,040
(before expenses) by issuing up to 232,128,000 consolidated shares by way of rights issue at
the subscription price of HK$0.034 per rights share (or HK$0.68 per consolidated share after
the share consolidation becoming effective) on the basis of four (4) rights share for every one
(1) consolidated shares held on the record date (the “Rights Issue”), details of the Rights Issue
are set out in the Group’s announcement dated 3 January 2024. The Rights Issue is expected to
complete in June 2024. The Board currently intends to apply the net proceeds from the Rights
Issue primarily for repayment of bank loans and overdrafts, and for general working capital of
the Group.

The directors of the Company have reviewed the Group’s cash flow projections prepared by the
management. The cash flow projections cover a period of twelve months from the date of this
report. They are of the opinion that, taking into account the above-mentioned plans and measures,
the Group will have sufficient working capital to finance its operations. Accordingly, the directors
of the Company are satisfied that it is appropriate to prepare the consolidated financial statements
on a going concern basis.

Should the Group failed to achieve the above-mentioned plans and measures, it might not be
able to continue to operate as a going concern, and adjustments would have to be made to write
down the carrying values of the Group’s assets to their recoverable amounts, to provide for any
further liabilities which might arise, and to reclassify non-current assets and non-current liabilities
as current assets and current liabilities, respectively. The effects of these adjustments have not been
reflected in these consolidated financial statements.

Statement of compliance

These consolidated financial statements have been prepared in accordance with all applicable
Hong Kong Financial Reporting Standards (“HKFRSs"), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards (“HKASs")
and Interpretations issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA"),
accounting principles generally accepted in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance (Cap. 622). These consolidated financial statements also comply
with the applicable disclosure provisions of the Rules Governing the Listing of Securities on the
Stock Exchange of Hong Kong Limited. Significant accounting policies adopted by the Group are
disclosed below.
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(Expressed in Macau Pataca unless otherwise indicated)

2. SIGNIFICANT ACCOUNTING POLICIES

In the current year, the Group has applied, for its first time, the following amendments to Hong
Kong Financial Reporting Standards (“HKFRSs") issued by the Hong Kong Institute of Certified
Public Accountants (the “"HKICPA") which are effective for the Group’s financial year beginning 1

January 2023:
HKAS 1 and HKFRS Practice Statement 2
(Amendments)

HKAS 8 (Amendments)

HKAS 12 (Amendments)

HKAS 12 (Amendments)

HKFRS 17
HKFRS 17

HKFRS 17 (Amendments)

Amendments to HKAS 1 and HKFRS Practice Statement
2 - Disclosure of Accounting Policies

Amendments to HKAS 8 — Definition of Accounting
Estimates

Amendments to HKAS 12 — Deferred Tax related
to Assets and Liabilities arising from a Single
Transaction

Amendments to HKAS 12 - International Tax Reform —
Pillar Two Model Rules

Insurance Contracts

Initial Application of HKFRS 17 and HKFRS 9 —
Comparative Information

Amendments to HKFRS 17 — Insurance Contracts

The application of the amendments to HKFRSs in the current year has had no material effect on
the Group’s financial performance and positions for the current and prior periods and/or on the
disclosures set out in these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)
New and amendments to HKFRSs issued but not yet effective

The Group has not early applied the following new and amendments to HKFRSs that have been
issued but are not yet effective.

Effective for
accounting period

beginning
on or after
HKAS 1 (Amendments) Amendments to HKAS 1 - Classification of 1 January 2024
Liabilities as Current or Non-current
HKAS 1 (Amendments) Amendments to HKAS 1 — Non-current 1 January 2024
Liabilities with Covenants
HKFRS 16 (Amendments) Amendments to HKFRS 16 — Lease Liability in 1 January 2024
a Sale and Leaseback
Hong Kong Interpretation 5  Revised Hong Kong Interpretation 5 - 1 January 2024
(Revised) Presentation of Financial Statements -
Classification by the Borrower of a Term
Loan that Contains a Repayment on Demand
Clause
HKAS 7 and HKFRS 7 HKAS 7 and HKFRS 7 — Supplier Finance 1 January 2024
(Amendments) Arrangements
HKAS 21 (Amendments) Amendments to HKAS 21 - Lack of 1 January 2025
Exchangeability
HKAS 28 and HKFRS 10 Amendments to HKAS 28 and HKFRS 10 — Sale To be determined
(Amendments) or Contribution of Assets between an Investor

and its Associate or Joint Venture

The directors of the Company anticipate that the application of the new and amendments to
HKFRSs will have no material impact on the results and the financial position of the Group.

The measurement basis used in the preparation of the financial statements is the historical cost
basis, except that an investment in an insurance contract is stated at its cash surrender value and
investment properties, and financial assets at fair value through profit or loss are measured at fair
value.

Historical cost is generally based on the fair value of the consideration given in exchange for goods
and services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date regardless of whether
that price is directly observable or estimated using another valuation technique. Details of fair
value measurement are explained in the accounting policies set out below.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
New and amendments to HKFRSs issued but not yet effective (Continued)

A fair value measurement of a non-financial asset takes into account a market participant’s ability
to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use.

The consolidated financial statements incorporate the financial statements of the Company and
its subsidiaries. If a subsidiary prepares its financial statements using accounting policies other
than those adopted in the consolidated financial statements for like transactions and events in
similar circumstances, appropriate adjustments are made to that subsidiary’s financial statements in
preparing the consolidated financial statements to ensure conformity with the Group’s accounting
policies.

(a) Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is
exposed, or has rights, to variable returns from its involvement with the entity and has the
ability to affect those returns through its power to direct the activities of the entity. When
assessing whether the Group has power, only substantive rights (held by the Group and other
parties) are considered.

The Group reassess whether it controls an investee if facts and circumstances indicate that
there are changes to one or more of these elements of control stated above.

Subsidiaries are fully consolidated from the date that control is transferred to the Group until
the date that control ceases.

Income and expenses of subsidiaries are included in the consolidated statement of profit or
loss from the date the Group gains control until the date when the Group ceases to control
the subsidiary.

Profit or loss and each component of other comprehensive income of subsidiaries are
attributed to the owners of the Company and to the non-controlling interests. Total
comprehensive income of subsidiaries is attributed to the owners of the Company and to the
non-controlling interests even if this results in the non-controlling interests having a deficit
balance.

Intra-group balances, transactions and unrealised profits arising from intra-group transactions
are eliminated. Unrealised losses resulting from intra-group transactions are also eliminated
unless the transaction provides evidence of an impairment of the transferred asset.

Non-controlling interests represent the equity in a subsidiary not attributable directly or
indirectly to the Company, and in respect of which the Group has not agreed any additional
terms with the holders of those interests which would result in the Group as a whole having
a contractual obligation in respect of those interests that meets the definition of a financial
liability.

Space Group Holdings Limited



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.

(Expressed in Macau Pataca unless otherwise indicated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a)

(b)

Subsidiaries and non-controlling interests (Continued)

Non-controlling interests are presented in the consolidated statement of financial position
within equity, separately from equity attributable to the equity shareholders of the Company.
Non-controlling interests in the results of the Group are presented in the consolidated
statement of profit or loss and other comprehensive income as an allocation of the total profit
or loss and total comprehensive income for the year between non-controlling interests and
the equity shareholders of the Company.

Changes in the Group's interests in a subsidiary that do not result in a loss of control are
accounted for as equity transactions, whereby adjustments are made between the carrying
amounts of controlling and non-controlling interests to reflect their relative interests in the
subsidiary, but no adjustments are made to goodwill and profit or loss.

In the Company'’s statement of financial position, investments in subsidiaries are stated at cost
less impairment losses (see note 2(h)(ii)). Cost includes direct attributable costs of investment.
The results of subsidiaries are accounted for by the Company on the basis of dividends received
and receivable.

Business combinations

The acquisition method of accounting is used to account for all business combinations, except
for business combination under common control, regardless of whether equity instruments
or other assets are acquired. The consideration transferred for the acquisition of a subsidiary
comprises the:

fair values of the assets transferred;

liabilities incurred to the former owners of the acquired business;
—  equity interests issued by the Group;

—  fair value of any asset or liability resulting from a contingent consideration arrangement;
and

—  fair value of any pre-existing equity interest in the subsidiary.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are, with limited exceptions, measured initially at their fair values at the
acquisition date. The Group recognises any non-controlling interest in the acquired entity
on an acquisition-by-acquisition basis either at fair value or at the non-controlling interest’s
proportionate share of the acquired entity’s net identifiable assets.

Acquisition-related costs incurred to effect a business combination are recognised in profit or
loss as incurred.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b)

(9]

(d)

Business combinations (Continued)

The excess of the consideration transferred, amount of any non-controlling interest in the
acquired entity and acquisition-date fair value of any previous equity interest in the acquired
entity over the fair value of the net identifiable assets acquired is recorded as goodwill.
If those amounts are less than the fair value of the net identifiable assets of the business
acquired, the difference is recognised directly in profit or loss as a bargain purchase.

Goodwill arising from a business combination is carried at cost less accumulated impairment
losses, if any.

Intangible asset acquired in a business combination

Intangible asset acquired in a business combination are recognised separately from goodwill
and are initially recognised at their fair value at the acquisition date (which is regarded as
their cost).

Subsequent to initial recognition, intangible asset with indefinite useful lives are carried at
cost less any subsequent accumulated impairment losses.

Property, plant and equipment

Property, plant and equipment (including right-of-use assets) are stated in the consolidated
statement of financial position at cost less accumulated depreciation and impairment losses (see
note 2(h)(iii)).

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the
item will flow to the Group and the cost of the item can be measured reliably.

Depreciation is calculated using the straight line method to allocate their cost to their estimated
residual value over their estimated useful lives as follows:

—  Leasehold improvement Over the shorter of term of leases, or 5 years

- Furniture, fixtures and equipment 5 years

—  Motor vehicles 5 years

Both the useful live and residual value of an asset are reviewed and adjusted if appropriate, at
the end of each reporting period.

Gains or losses arising from the retirement or disposal of an item of property, plant and
equipment are determined as the difference between the net disposal proceeds and the
carrying amount of the item and are recognised in profit or loss on the date of retirement or
disposal.
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2.

(Expressed in Macau Pataca unless otherwise indicated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

(f)

Investment properties

Investment properties are land which is owned by the Group that is being constructed or
developed for future use to earn rental income and/or for capital appreciation.

Investment property is measured initially at its cost, including any directly attributable
expenditure. After initial recognition, investment property is carried at fair value. Fair value is
based on active market prices, adjusted, if necessary, for any difference in the nature, location
or condition of the specific asset. These valuations are reviewed annually determined by
external appraisers. Changes in fair values are recognised in profit or loss.

Construction costs incurred for investment properties under construction are capitalised as
part of the carrying amount of the investment properties under construction.

Subsequent expenditure is charged to the asset’s carrying amount only when it is probable
that future economic benefits associated with the item will flow to the Group and the cost of
the item can be measured reliably.

Leases
Definition of a lease

A contract is, or contains, a lease if the contract conveys a right to control the use of an
identified asset for a period of time in exchange for consideration.

The Group as lessee

The Group assesses whether a contract is or contains a lease, at inception of the contract. The
Group recognises a right-of-use asset and a corresponding lease liability with respect to all
lease arrangements in which it is the lessee, except for short-term leases (defined as leases
with a lease term of 12 months or less from the commencement date and do not contain a
purchase option) and leases of low value assets. For these leases, the Group recognises the
lease payments as an operating expense on a straight-line basis over the term of the lease
unless another systematic basis is more representative of the time pattern in which economic
benefits from the leased assets are consumed.

Leases are recognised as a right-of-use asset and a corresponding liability at the date at which
the leased asset is available for use by the Group.

Contracts may contain both lease and non-lease components. For leases of real estate for

which the Group is a lessee, it has elected not to separate lease and non-lease components
and instead accounts for these as a single lease component.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f) Leases (Continued)

The Group as lessee (Continued)

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease
liabilities include the net present value of the following lease payments:

—  fixed payments (including in-substance fixed payments), less any lease incentives
receivable;

—  variable lease payment that are based on an index or a rate, initially measured using the
index or rate as at the commencement date;

—  amounts expected to be payable by the Group under residual value guarantees;

—  the exercise price of a purchase option if the Group is reasonably certain to exercise that
option; and

—  payments of penalties for terminating the lease, if the lease term reflects the Group
exercising that option.

The lease liability is presented as a separate line in the consolidated statement of financial
position.

Lease payments to be made under reasonably certain extension options are also included in
the measurement of the liability.

The lease payments are discounted using the interest rate implicit in the lease. If that rate
cannot be readily determined, which is generally the case for leases in the Group, the lessee’s
incremental borrowing rate is used, being the rate that the individual lessee would have to
pay to borrow the funds necessary to obtain an asset of similar value to the right-of-use asset
in a similar economic environment with similar terms, security and conditions.

Lease payments are allocated between principal and finance cost. The finance cost is charged
to profit or loss over the lease period so as to produce a constant periodic rate of interest on
the remaining balance of the liability for each period.
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2.

(Expressed in Macau Pataca unless otherwise indicated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f)

(9)

Leases (Continued)

The Group as lessee (Continued)

Right-of-use assets are measured at cost comprising the following:

—  the amount of the initial measurement of the corresponding lease liability;

— any lease payments made at or before the commencement date less any lease incentives
received;

- any initial direct costs; and
- restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset’s useful life and the
lease term on a straight-line basis. If the Group is reasonably certain to exercise a purchase
option, the right-of-use asset is depreciated over the underlying asset’s useful life. The right-
of-use assets are subsequently stated at cost less accumulated depreciation and impairment
loss (see note 2(h)(iii)).

The Group presents right-of-use assets in property, plant and equipment.

When the Group enters into a lease in respect of a low-value asset, the Group decides whether
to capitalise the lease on a lease-by-lease basis. For the Group, low-value assets are typically
laptops or office furniture. The lease payments associated with those leases which are not
capitalised are recognised as an expense on a systematic basis over the lease term.

Investments and other financial assets

All regular way purchases or sales of financial assets are recognised and derecognised on a
trade date basis. Regular way purchases or sales are purchases or sales of financial assets that
require delivery of assets within the time frame established by regulation or convention in the
marketplace.

All recognised financial assets are subsequently measured in their entirety at either amortised
cost or fair value, depending on the classification of the financial assets. Financial assets
are classified, at initial recognition, as subsequently measured at amortised cost, fair value
through other comprehensive income (“FVOCI”), and fair value through profit or loss (“FVPL").

The classification of financial assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the Group's business model for managing them.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(g) Investments and other financial assets (Continued)

(i)

Classification

At initial recognition, the Group classifies its financial assets as (i) financial assets at fair
value through profit or loss or (ii) financial assets at amortised cost.

(a)

(b)

Financial assets at fair value through profit or loss

For the debt instruments, the objective of the Group’s business model is not to hold
the assets to collect the contractual cash flows, and not both hold the financial assets
to collect the contractual cash flows and to sell the financial assets. Assets in this
category are classified as current assets if expected to be settled within 12 months;
otherwise, they are classified as non-current assets. All equity instruments are
measured at fair value through profit or loss.

Financial assets at amortised cost

For those financial assets that the Group holds to collect the contractual cash flows
that are solely payments of principal and interest on the principal outstanding on
specified dates, they are classified as financial assets at amortised cost. Financial
assets in this category are classified as current assets if expected to be settled or with
maturities within 12 months; otherwise, they are classified as non-current assets. The
Group's assets in this category include trade and other receivables, contract assets,
pledged deposits, bank deposits, cash and bank balances.

The Group reclassifies debt investments when and only when its business model for
managing those assets changes.
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2.

(Expressed in Macau Pataca unless otherwise indicated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(g) Investments and other financial assets (Continued)

(ii)

(iii)

Recognition, de-recognition and measurement

Purchases and sales of financial assets are recognised on trade day - the date on which
the Group commits to purchase or sell the assets. Financial assets carried at fair value
through profit or loss are initially recognised at fair value, with the transaction costs
expensed in profit or loss. Financial assets not carried at fair value through profit or loss
are initially recognised at fair value plus transaction costs.

Financial assets are de-recognised when the rights to receive cash flows from the
investments have expired or have been transferred and the Group has transferred
substantially all risks and rewards of ownership.

Subsequent measurement depends on the classification of the financial assets as follows:
(a) Financial assets at fair value through profit or loss
The Group measures these financial assets at fair value. Net gains or losses on
financial assets that are subsequently measured at fair value through profit or loss,
including dividend income and interest income, are recognised in the consolidated
statement of profit or loss. This information is shown under other income and gains,
net.

(b) Financial assets at amortised cost

Interest income from these financial assets is recognised in the other income and
gain, net.

Impairment

The Group assesses on a forward-looking basis the expected credit losses associated with
its debt instruments carried at amortised cost. The impairment methodology applied
depends on whether there has been a significant increase in credit risk.

For trade receivables and contract assets, the Group applies the simplified approach

permitted by HKFRS 9, which requires expected lifetime losses to be recognised from
initial recognition of the receivables, see note (h) for further details.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h) Impairment of assets

(i)

Impairment of financial assets and contract assets

The Group assesses impairment based on expected credit losses (ECLs) using on a forward-
looking basis on the following items:

- financial assets measured at amortised cost (including cash and bank balances), bank
deposits, pledged deposits and trade and other receivables); and

- contract assets (see note 2(i)).
Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all expected cash shortfalls (i.e. the difference between the cash
flows due to the Group in accordance with the contract and the cash flows that the
Group expects to receive).

The expected cash shortfalls of fixed-rate financial assets such as trade and other
receivables and contract assets are discounted using the effective interest rate
determined at initial recognition or an approximation thereof where the effect of
discounting is material.

The maximum period considered when estimating ECLs is the maximum contractual
period over which the Group is exposed to credit risk.

In measuring ECLs, the Group takes into account reasonable and supportable information
that is available without undue cost or effort. This includes information about past
events, current conditions and forecasts of future economic conditions.

ECLs are measured on either of the following bases:

- 12-month ECLs: these are losses that are expected to result from possible default
events within the 12 months after the reporting date; and

- Lifetime ECLs: these are losses that are expected to result from all possible default
events over the expected lives of the items to which the ECL model applies.

For trade receivables and contract assets, the Group considers that there is no significant
financing component. The Group applies HKFRS 9 simplified approach in measuring ECL
of such assets, which uses a lifetime expected loss allowances.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h) Impairment of assets (Continued)

(i)

Impairment of financial assets and contract assets (Continued)
Measurement of ECLs (Continued)

For all other financial assets at amortised cost, the Group recognises a loss allowance
equal to 12-month ECLs unless there has been a significant increase in credit risk of the
financial instrument since initial recognition, in which case the loss allowance is measured
at an amount equal to lifetime ECLs.

ECLs on these financial assets are estimated using a provision matrix based on the Group's
historical credit loss experience, adjusted for the factors reasonable and supportive
forward-looking information that is available, including the external credit rating and
its expected change specific to the debtors and an assessment of both the current and
forecast general economic conditions that are expected to cause a significant change to
the debtor’s ability to meet its obligations at the reporting date.

Significant increases in credit risk

In assessing whether the credit risk of a financial instrument has increased significantly
since initial recognition, the Group compares the risk of default occurring on the financial
instrument assessed at the reporting date with that assessed at the date of initial
recognition. In making this reassessment, the Group considers that a default event occurs
when (i) the borrower is unlikely to pay its credit obligations to the Group in full, without
recourse by the Group to actions such as realising security (if any is held); or (ii) the
financial asset is 2 years past due. The Group considers both quantitative and qualitative
information that is reasonable and supportable, including historical experience and
forward-looking information that is available without undue cost or effort.

In particular, the following information is taken into account when assessing whether
credit risk has increased significantly since initial recognition:

—  failure to make payments of principal or interest on their contractually due dates;

— an actual or expected significant deterioration in a financial instrument’s external or
internal credit rating (if available);

- an actual or expected significant deterioration in the operating results of the
debtor; and

—  existing or forecast changes in the technological, market, economic or legal

environment that have a significant adverse effect on the debtor’s ability to meet its
obligation to the Group.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h) Impairment of assets (Continued)

(i)

Impairment of financial assets and contract assets (Continued)
Significant increases in credit risk (Continued)

Depending on the nature of the financial instruments, the assessment of a significant
increase in credit risk is performed on either an individual basis or a collective basis.
When the assessment is performed on a collective basis, the financial instruments are
grouped based on shared credit risk characteristics, such as past due status and credit risk
ratings.

ECLs are remeasured at each reporting date to reflect changes in the financial
instrument’s credit risk since initial recognition. An exposure will migrate through the
ECL stages as credit risk changes. If, in a subsequent period, asset quality improves and
also reverses any previously assessed significant increase in credit risk since origination,
then the provision for doubtful debts reverts from lifetime ECL to 12-month ECL.

Basis of calculation of interest income

Interest income recognised is calculated based on the gross carrying amount of the
financial asset unless the financial asset is credit-impaired.

Credit-impaired financial assets
At each reporting date, the Group assesses whether a financial asset is credit-impaired.
A financial asset is credit-impaired when one or more events that have a detrimental

impact on the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable
events:

significant financial difficulties of the debtor;

-  a breach of contract, such as a default or delinquency in interest or principal
payments;

- it becoming probable that the borrower will enter into bankruptcy or other
financial reorganisation;

- significant changes in the technological, market, economic or legal environment
that have an adverse effect on the debtor; or

—  the disappearance of an active market for a security because of financial difficulties
of the issuer.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.

(Expressed in Macau Pataca unless otherwise indicated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h) Impairment of assets (Continued)

(i)

(ii)

Impairment of financial assets and contract assets (Continued)
Write-off policy

The gross carrying amount of a financial asset or contract asset is written off (either
partially or in full) to the extent that there is no reasonable expectation of recovery. This
is generally the case when the Group determines that the debtor does not have assets or
sources of income that could generate sufficient cash flows to repay the amounts subject
to the write-off.

Subsequent recoveries of amounts previously written off are recognised as a reversal of
impairment in profit or loss in the period in which the recovery occurs.

Impairment of goodwill

For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash-
generating units (or groups of cash-generating units) that is expected to benefit from the
synergies of the combination.

A cash-generating unit (or groups of cash-generating units) to which goodwill has been
allocated is tested for impairment annually or more frequently when there is indication
that the unit may be impaired. For goodwill arising on an acquisition in a reporting
period, the cash-generating unit (or groups of cash-generating units) to which goodwiill
has been allocated is tested for impairment before the end of that reporting period.
If the recoverable amount of the cash-generating unit is less than its carrying amount,
the impairment loss is allocated first to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit on a pro rata basis based on
the carrying amount of each asset in the unit (or groups of cash-generating units). Any
impairment loss for goodwill is recognised directly in profit or loss. An impairment loss
recognised for goodwill is not reversed in subsequent periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(h) Impairment of assets (Continued)
(iii) Impairment of non-current assets (other than goodwill)

Internal and external sources of information are reviewed at the end of each reporting
period to identify indications that property, plant and equipment and investments in
subsidiaries may be impaired or, an impairment loss previously recognised no longer
exists or may have decreased.

If any such indication exists, the asset’s recoverable amount is estimated.

Intangible assets with indefinite useful lives are tested for impairment at least annually,
and whenever there is an indication that then may be impaired.

- Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs of
disposal and value in use. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the
asset. Where an asset does not generate cash inflows largely independent of those
from other assets, the recoverable amount is determined for the smallest group
of assets that generates cash inflows independently (i.e. a cash-generating unit)
("Ccgu").

- Recognition of impairment losses

An impairment loss is recognised in profit or loss if the carrying amount of an asset,
or the cash-generating unit to which it belongs, exceeds its recoverable amount.
Impairment losses recognised in respect of cash-generating units are allocated to
reduce the carrying amount of the assets in the unit (or group of units) on a pro
rata basis, except that the carrying value of an asset will not be reduced below
its individual fair value less costs of disposal (if measurable) or value in use (if
determinable).

An impairment loss is reversed if there has been a favourable change in the estimates
used to determine the recoverable amount.

A reversal of an impairment loss is limited to the asset’s carrying amount that would
have been determined had no impairment loss been recognised in prior years.
Reversals of impairment losses are credited to profit or loss in the year in which the
reversals are recognised.

Space Group Holdings Limited



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.

(Expressed in Macau Pataca unless otherwise indicated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

0]

Contract assets/contract liabilities

A contract asset represents the Group’s right to consideration from customers in exchange
for the provision of fitting-out works and building construction works that the Group has
transferred to the customers that is not yet unconditional. Contract assets are assessed for
expected credit losses (ECL) in accordance with the policy set out in note 2(h)(i) and are
reclassified to receivables when the right to the consideration has become unconditional (see
note 2(j)).

A contract liability represents the Group’s obligation to transfer the aforesaid services to a
customer for which the Group has received consideration (or an amount of consideration is
due) from the customer.

For a single contract with the customer, either a net contract asset or a net contract liability is
presented.

When the contract includes a significant financing component, the contract balance includes
interest accrued under the effective interest method.

Contract assets and contract liabilities are classified as current if the collection of the payment

or the payment is due within one year or less (or in the normal operating cycle of the business
if longer). If not, they are presented as non-current.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

()

(k)

0

(m)

Trade and other receivables

Trade and other receivables are recognised when the Group has an unconditional right to
receive consideration. A right to receive consideration is unconditional if only the passage of
time is required before payment of that consideration is due. If revenue has been recognised
before the Group has an unconditional right to receive consideration, the amount is presented
as a contract asset (see note 2(i)).

Prepayments

Prepayments of the Group are to subcontractors and suppliers and the classification of
prepayments depends on the nature of their underlying assets and expense. Prepayments
are classified as current, except for prepayments for acquisition of non-current assets and
prepayment for expense over 12 months where these are classified as non-current.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks
and other financial institutions, and short-term, highly liquid investments that are readily
convertible into known amounts of cash and which are subject to an insignificant risk of
changes in value, having been within three months of maturity at acquisition.

Bank overdrafts that are repayable on demand and form an integral part of the Group’s cash
management are also included as a component of cash and cash equivalents for the purpose
of the consolidated cash flow statement. Bank overdrafts are shown within bank loans and
overdrafts and other borrowings in current liabilities in the consolidated statement of financial
position.

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by a group entity are classified as either financial liabilities
or as equity in accordance with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity

after deducting all of its liabilities. Equity instruments issued by a group entity are recognised
at the proceeds received, net of direct issue costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(n)

(o)

(p)

(a)

Trade and other payables

Trade and other payables are initially recognised at fair value and are subsequently measured
at amortised cost using the effective interest method. Trade and other payables are presented
as current liabilities unless payment is not due with 12 months after the reporting period (or
beyond the normal operating cycle of business).

Borrowings

Borrowings are recognised initially at fair value less attributable transaction costs. Subsequent
to initial recognition, borrowings are stated at amortised cost, with any difference between
the amount initially recognised, being the proceeds net of transaction costs, and the
redemption value being recognised in the consolidated profit or loss over the period of the
borrowings, using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to
defer settlement of the liability for at least 12 months after the reporting period.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of
an asset which necessarily takes a substantial period of time to get ready for its intended use
or sale are capitalised during the period of time that is required to complete and prepare such
asset for its intended use or sale. Other borrowing costs are expensed in the period in which
they are incurred.

Employee Benefits

(i) Short term employee benefits
Salaries, annual bonuses, paid annual leave, and the cost of non-monetary benefits are
accrued in the year in which the associated services are rendered by employees. Where
payment or settlement is deferred and the effect would be material, these amounts are
stated at their present values.

(ii) Retirement benefits
The Group operates only defined contribution retirement schemes (including the
Mandatory Provident Fund) for its employees. The schemes are generally funded by
contributions from the relevant Group companies.
The Group pays contributions to publicly or privately administered pension insurance
plans on a mandatory, contractual or voluntary basis. The Group has no further payment

obligations once the contributions have been paid.

The Group’s contributions to the defined contribution retirement schemes are recognised
as an expense in the profit or loss in the period to which the contributions relate.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r)

Income tax

Income tax for the year comprises current tax and movements in deferred tax assets and
liabilities. Current tax and movements in deferred tax assets and liabilities are recognised in
profit or loss except to the extent that they relate to items recognised in other comprehensive
income or directly in equity, in which case the relevant amounts are recognised in other
comprehensive income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantively enacted at the end of the reporting period, and any adjustment to
tax payable in respect of previous years.

Deferred tax is recognised on temporary differences between the carrying amounts of assets
and liabilities in the consolidated financial statements and the corresponding tax bases used
in the computation of taxable profit. Deferred tax liabilities are generally recognised for all
taxable temporary differences. Deferred tax assets are generally recognised for all deductible
temporary difference to the extent that it is probable that taxable profits will be available
against which those deductible temporary differences can be utilised. Such deferred tax assets
and liabilities are not recognised if the temporary difference arises from goodwill or from the
initial recognition (other than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with
investments in subsidiaries, except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in
the foreseeable future. Deferred tax assets arising from deductible temporary differences
associated with such investments are only recognised to the extent that it is probable that
there will be sufficient taxable profits against which to utilise the benefits of the temporary
differences and they are expected to reverse in the foreseeable future.

The amount of deferred tax recognised is measured based on the expected manner of
realisation or settlement of the carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the end of the reporting period and are expected to apply
when the related deferred tax asset is realised and the deferred tax liability is settled. Deferred
tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at the end of each reporting period
and is reduced to the extent that it is no longer probable that sufficient taxable profits will be
available to allow the related tax benefit to be utilised. Any such reduction is reversed to the
extent that it becomes probable that sufficient taxable profits will be available.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r)

Income tax (Continued)

Current tax balances and deferred tax balances, and movements therein, are presented
separately from each other and are not offset. Current tax assets are offset against current tax
liabilities, and deferred tax assets against deferred tax liabilities, if the Company or the Group
has the legally enforceable right to set off current tax assets against current tax liabilities and
the following additional conditions are met:

- in the case of current tax assets and liabilities, the Company or the Group intends either
to settle on a net basis, or to realise the asset and settle the liability simultaneously; or

- in the case of deferred tax assets and liabilities, if they relate to income taxes levied by
the same taxation authority on either:

- the same taxable entity; or

- different taxable entities, which, in each future period in which significant amounts
of deferred tax liabilities or assets are expected to be settled or recovered, intend
to realise the current tax assets and settle the current tax liabilities on a net basis or
realise and settle simultaneously.

For the purposes of measuring deferred tax liabilities or deferred tax assets for investment
properties that are measured using the fair value model, the carrying amounts of such
properties are presumed to be recovered entirely through sale, unless the presumption is
rebutted. The presumption is rebutted when the investment property is depreciable and is
held within a business model whose objective is to consume substantially all of the economic
benefits embodied in the investment property over time, rather than through sale.

For the purposes of measuring deferred tax for leasing transactions in which the Group
recognises the right-of-use assets and the related lease liabilities, the Group first determines
whether the tax deductions are attributable to the right-of-use assets or the lease liabilities.
For leasing transactions in which the tax deductions are attributable to the lease liabilities,
the Group applies HKAS 12 Income Taxes requirements to the leasing transaction as a whole.
Temporary differences relating to right-of-use assets and lease liabilities are assessed on a net
basis. Excess of depreciation on right-of-use assets over the lease payments for the principal
portion of lease liabilities results in net deductible temporary differences.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(s) Provisions and contingent liabilities
(i)  Provisions and contingent liabilities

Provisions are recognised when the Group has a present legal or constructive obligation
arising as a result of a past event, it is probable that an outflow of economic benefits will
be required to settle the obligation and a reliable estimate can be made. Where the time
value of money is material, provisions are stated at the present value of the expenditure
expected to settle the obligation. The increase in provision due to the passage of time is
recognised as interest expense.

Where it is not probable that an outflow of economic benefits will be required, or the
amount cannot be estimated reliably, the obligation is disclosed as a contingent liability,
unless the probability of outflow of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the occurrence or non-occurrence of one or
more future events are also disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.

(ii) Onerous contracts

An onerous contract exists when the Group has a contract under which the unavoidable
costs of meeting the obligations under the contract exceed the economic benefits
expected to be received from the contract. Provisions for onerous contracts are measured
at the present value of the lower of the expected cost of terminating the contract and
the net cost of continuing with the contract.

(t) Investment in an insurance contract

The management life insurance contract of the Group includes both investment and insurance
elements. The investment insurance contract is initially recognised at the amount of the
premium paid and subsequently carried at the amount that could be realised under the
corresponding insurance contract (cash surrender value) at the end of each reporting period,
with changes in value being recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.

(Expressed in Macau Pataca unless otherwise indicated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(u) Revenue and other income

Income is classified by the Group as revenue when it arises from the construction contracts and
financial service contracts.

Revenue is recognised when the control over a service is transferred to the customer at
the amount of promised consideration to which the Group is expected to be received or
receivable, excluding those amounts collected on behalf of third parties. Depending on the
terms of the contract and the laws that apply to the contract, control of the services may be
transferred over time or at a point in time.

(i)

(ii)

Construction contracts

The Group provides fitting-out works based on contracts entered with customers. Such
contracts are entered into before the services begin. Under the terms of the contracts,
the works performed by the Group create or enhance an asset under the customer’s
control.

Revenue from provision of fitting-out works is recognised over time using the output
method, i.e. based on direct measurements of the value of services delivered and the
estimated total revenue for the contracts entered into by the Group. When the outcome
of a construction contract cannot be reasonably measured, contract revenue is recognised
only to the extent of contract costs incurred that are likely to be recoverable provided
that the value of contract work performed can be measured reliably. Variations in
contract work are recognised as contract revenue to the extent that the modification has
been expected by the parties to the contracts and it is highly probable that a significant
revenue reversal will not occur when the uncertainty associated with it is subsequently
resolved.

When the outcome of the contract cannot be reasonably measured, revenue is recognised
only to the extent of contract costs incurred that are expected to be recovered.

If at any time the costs to complete the contract are estimated to exceed the remaining
amount of the consideration under the contract, then a provision is recognised in
accordance with the policy set out in note 2(s).

Commission income

The commission income is recognised at a point in time when the Group satisfies its
performance obligation, usually upon execution of the underlying transaction. The
amount of commission received or receivable represents the transaction price for the
services identified as distinct performance obligations. Such income includes brokerage
commission income, placing commission income and underwriting commission income.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(u) Revenue and other income (Continued)

(v)

(iii) Management fee income

Asset management services to customers are recognised over time as the Group provides
asset management services and the customers simultaneously receives and consumes
the benefit provided by the Group. The asset management income is charged at a fixed
percentage per annum of the asset value of the accounts under management of the
Group.

(iv) Business consultancy services

Consultancy services to customers are recognised in both at a point in time and over time
based on the terms of the services contract. The consultancy income is recognised at a
point in time when the Group satisfies its performance obligation, usually upon execution
of the underlying transaction. The amount of income received or receivable represents
the transaction price for the services identified as distinct performance obligations. The
Group recognized the revenue over time when the customers simultaneously receives
and consumes the benefit provided by the Group’s performance, measures at an amount
that the Group has the right to invoice based on the terms of the relevant contracts.

Interest income

Interest income is recognised on a time-apportioned basis using the effective interest method.
For credit-impaired financial assets, the effective interest rate is applied to the amortised cost
(i.e. gross carrying amount net of loss allowance) of the financial asset (see note 2(h)(i)).

Translation of foreign currencies

Items included in the financial statements of each of the Group’s entities are measured
using the currency of the primary economic environment in which the entity operates (the
“functional currency”). The consolidated financial statements are presented in Macau Pataca
("MOP"), which is the Company’s functional and the Group’s presentation currency.

Foreign currency transactions during the year are translated at the foreign exchange rates
ruling at the transaction dates. Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling at the end of the reporting
period. Exchange gains and losses are recognised in profit or loss.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign
currency are translated using the foreign exchange rates ruling at the transaction dates (i.e.
the date on which the Group initially recognises such non-monetary assets or liabilities).
Non- monetary assets and liabilities denominated in foreign currencies that are stated at fair
value are translated using the foreign exchange rates ruling at the dates the fair value was
measured.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(v)

(w)

Translation of foreign currencies (Continued)

The results of foreign operations are translated into Macau Pataca at the exchange rates
approximating the foreign exchange rates ruling at the dates of the transactions. Statement of
financial position items are translated into Macau Pataca at the closing foreign exchange rates
at the end of the reporting period. The resulting exchange differences are recognised in other
comprehensive income and accumulated separately in the exchange reserve under equity.

On disposal of a foreign operation, the cumulative amount of the exchange differences
relating to that foreign operation is reclassified from equity to profit or loss when the profit
or loss on disposal is recognised.

Related parties

(1) A person, or a close member of that person’s family, is related to the Group if that
person:

(i) has control or joint control over the Group;

(ii) has significant influence over the Group; or

(iii) is @ member of the key management personnel of the Group or the Group’s parent.
(2) An entity is related to the Group if any of the following conditions applies:

(i) The entity and the Group are members of the same group (which means that each
parent, subsidiary and fellow subsidiary is related to the others).

(ii) One entity is an associate or joint venture of the other entity (or an associate or
joint venture of a member of a group of which the other entity is a member).

(iii) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an associate of
the third entity.

(v) The entity is a post-employment benefit plan for the benefit of employees of either
the Group or an entity related to the Group.

(vi) The entity is controlled or jointly controlled by a person identified in (1).

(vii) A person identified in (1)(i) has significant influence over the entity or is a member
of the key management personnel of the entity (or of a parent of the entity).

(viii) The entity, or any member of a group of which it is a part, provides key
management personnel services to the Group or to the Group's parent.

(ix) Close members of the family of a person are those family members who may be

expected to influence, or be influenced by, that person in their dealings with the
entity.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(x)

(y)

(2)

Government grants

Grants from the government are recognised at their fair value where there is a reasonable
assurance that the grant will be received and the Group will comply with all attached
conditions.

Government grants relating to costs are deferred and recognised in the profit or loss over the
period necessary to match them with the costs that they are intended to compensate. The
Group presented government grants relating to employee benefits with staff cost in other
income and gains, net in gross.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided
to the chief operating decision-maker (the “CODM"). The CODM has been identified as
Group's most senior executive management, who is responsible for allocating resources to,
and assessing the performance of the operating segments.

Dividend distribution

Dividend distribution to the Company’s equity shareholders is recognised as a liability in the
Group’s consolidated financial statements and the Company’s financial statements in the
period in which the dividend is approved by the Company’s shareholders or directors, where
appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

3. ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the consolidated financial statements in conformity with HKFRSs requires
management to make judgements, estimates and assumptions that affect the application of policies
and reported amounts of assets, liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not readily apparent from other sources.
Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.

Sources of estimation uncertainty

The key assumption concerning the future and other key sources of estimation uncertainty at the
end of each reporting period, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year, are described below.

(a) Loss allowances on trade receivables and contract assets

For trade receivables and contract assets the Group applies the simplified approach to provide
for ECL as prescribed by HKFRS 9, which requires the use of the lifetime ECL allowance for
all trade receivables and contract assets. The loss allowances for financial assets are based
on assumptions about risk of default and expected loss rates. The Group uses judgement in
making these assumptions and selecting the inputs to the loss allowance calculation, based
on the Group’s past history, existing market conditions as well as forward looking estimates
at the end of reporting period. Management reassesses the loss allowance by the end of each
reporting period. At 31 December 2023, the Group has trade receivables, net of allowance, of
approximately MOP608,135,000 (2022: MOP546,514,000) and contract assets of approximately
MOP106,173,000 (2022: MOP100,602,000).

(b) Accounting for construction contracts

As explained in policy note 2(u), revenue from construction contracts are recognised over time.
Such revenue and profit recognition on uncompleted projects is dependent on estimating the
total outcome of the contract, as well as the work done to date. Based on the Group’s recent
experience and the nature of the construction activities undertaken by the Group, the Group
has made estimates of the point at which it considered the work was sufficiently advanced
such that the outcome of the contract can be reasonably measured. When the outcome of
a construction contract cannot be reasonably measured, contract revenue is recognised only
to the extent of contract costs incurred that are likely to be recoverable. Contract costs are
recognised when work is performed, together with any provisions for expected contract losses.

Management reviews and revises the estimates of contract revenue by reference to the
certificate of completion issued by the customers or payment applications or confirmation
received from customers, contract costs and variation orders for each construction contract
by comparing the most current budgeted amounts with corresponding actual amounts as the
contract work progresses.
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3.

ACCOUNTING JUDGEMENTS AND ESTIMATES (Continued)

Sources of estimation uncertainty (Continued)

(c)

(d)

(e)

Taxation

The Group is subject to taxation in Hong Kong, Macau and Mainland China. The Group makes
provision for income tax based on estimated taxable income for the year, which significant
judgment is required in determining the provision for income taxes. There are transactions
and calculations for which the ultimate tax determination is uncertain during the ordinary
course of business. The Group recognises liabilities for potential tax exposures based on the
most likely amounts of the estimated outcome. Where the final tax outcome of these matters
is different from the amounts that were initially recorded, such differences will impact the
income tax and deferred tax provisions in the financial period in which such determination is
made.

Valuation of investment properties

As at 31 December 2023, the Group's investment properties amounted to MOP94,760,000
(2022: MOP99,292,000). They are stated at estimated fair value, determined by directors,
based on an independent external appraisal. The valuation of the Group'’s property portfolio
is inherently subjective due to a number of factors including the nature of each property, its
location and expected development value, which is particularly relevant in light of the market
uncertainty due to the COVID-19 pandemic. As a result, the valuations placed on the property
portfolio are subject to a degree of uncertainty and are made on the basis of assumptions that
may not prove to be accurate, particularly in years of volatility or low transaction flow in the
market.

Purchase Price Allocation (“PPA”) and Impairment assessment of goodwill

During the year ended 31 December 2022, the Group acquired 100% equity interest in Advent
Corporate Finance Limited (“Advent”) which principally engaged in carrying out Type 6
regulated activity (advising on corporate finance) under the Securities and Futures Ordinance.
An intangible asset and goodwill of approximately MOP1,803,000 and MOP20,681,000 are
recognised.

Pursuant to HKFRS 3 Business Combinations, the Group is required to measure the fair value
of identifiable asset acquired, including any identifiable intangible asset, and liabilities
assumed at the date of the acquisition. The fair value assessment of the identifiable assets
and liabilities assumed requires significant judgements and estimates adopted in the purchase
price allocation exercised by an independent valuer and the management of the Group, in
particular the identification of intangible asset acquired.

Determining whether goodwill and intangible asset is impaired requires an estimation of the
value in use of the relevant cash-generating units. The value in use calculation requires the
Group to estimate the future cash flows expected to arise from the cash-generating unit and
a suitable discount rate in order to calculate the present value. Where the actual future cash
flows are less than expected, a material impairment loss may arise. As at 31 December 2023,
goodwill was impaired and amounted to MOP12,039,000 after impairment. Details of the
recoverable amount calculation are disclosed in notes 17.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

4, REVENUE AND SEGMENT INFORMATION
(a) Revenue

The principal activities of the Group are the carrying out of fitting-out works and provision of
financial services.

(i) Disaggregation of revenue

Disaggregation of revenue from contracts with customers within the scope of HKFRS 15
by business lines is as follows:

Fitting-out Financial
works services Total
MOP’000 MOP’000 MOP’000

For the year ended 31 December 2023

Revenue from contract with customers
within the scope of HKFRS 15
Revenue from fitting-out works

contracts 250,294 250,294

Fees and commission income from
licensed activities 22,827 22,827

250,294 22,827 273,121

Revenue from other source
Interest income from margin financing A

Total 250,294 PYERL:

Annual Report 2023 105

T T
R AT

LS



Sl 4 PO
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(Expressed in Macau Pataca unless otherwise indicated)

4. REVENUE AND SEGMENT INFORMATION (Continued)
(a) Revenue (Continued)

(i) Disaggregation of revenue (Continued)

Fitting-out Financial
works services Total
MOP’000 MOP’000 MOP’000
For the year ended 31 December 2022
Revenue from contract with customers
within the scope of HKFRS 15
Revenue from fitting-out works
contracts 434,911 - 434,911
Fees and commission income from
licensed activities - 20,110 20,110
Fees from business consultancy services - 21,939 21,939
434,911 42,049 476,960
Revenue from other source
Interest income from margin financing - 168 168
Total 434,911 42,217 477,128
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

4. REVENUE AND SEGMENT INFORMATION (Continued)
(a) Revenue (Continued)
(i) Disaggregation of revenue (Continued)
Disaggregation of revenue by timing of recognition:
Fitting-out

works
MOP’000

For the year ended 31 December 2023

Financial
services
MOP’000

Total
MOP’'000

At a point in time - 18,060 18,060
Over time 250,294 4,767 255,061
250,294 22,827 273,121

Fitting-out Financial
works services Total
MOP’000 MOP’000 MOP’'000

For the year ended 31 December 2022

At a point in time - 29,175 29,175
Over time 434,911 12,874 447,785
434,911 42,049 476,960

Fitting-out works represent performance obligations that the Group satisfies over time
for each respective contract. The period of fitting-out works varies from 1 to 24 months

(2022: from 1 to 24 months).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

4. REVENUE AND SEGMENT INFORMATION (Continued)
(b) Segment information

The Group manages its businesses by business lines. In a manner consistent with the way
in which information is reported internally to the Group’s chief operating decision makers
(“CODM"), for the purposes of resource allocation and performance assessment, the Group
has presented the following two reportable segments. No operating segments have been
aggregated to form the following reportable segments.

- Fitting-out works: this segment is involved in the execution of fitting-out works, including
procurement of materials, site supervision, management of subcontractors, overall
project management, interior decorative and modification works for existing buildings.

- Financial services: this segment is involved in the provision of securities brokerage
services, underwriting services, margin financing and money lending and securities and
asset management advisory services (“licensed activities”) and business consultancy
services to the clients.

Segment assets and liabilities of the Group are not reported to the Group’s CODM regularly. As
a result, reportable assets and liabilities have not been presented in the consolidated financial
statements.

(i) Segment results

Information regarding the performance of the Group’s reportable segments for the years
ended 31 December 2023 and 2022 is set out below.

Year ended 31 December 2023

Fitting-out Financial
works services Total
MOP’'000 MOP’'000 MOP’'000

Segment revenue from external
customers 250,294 22,898 273,192
Segment profit 41,198 17,828 59,026

Year ended 31 December 2022

Fitting-out Financial
works services Total
MOP'000 MOP’000 MOP’000
Segment revenue from external
customers 434,911 42,217 477,128
Segment profit 87,256 31,085 118,341
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

4. REVENUE AND SEGMENT INFORMATION (Continued)

(b) Segment information (Continued)

(ii)

(iii)

Reconciliations of total segment (loss)/profit to profit before taxation

2023 2022

MOP’000 MOP’000

Total segment profit 59,026 118,341
Other income and gains, net 9203 1,889
Finance costs (27,376) (18,538)
Unallocated head office and corporate expenses (159,544) (77,934)

(Loss)/Profit before taxation (126,991) 23,758

Geographical information

The following table sets out the information about the geographical location of (i)
the Group’s revenue from external customers and (ii) the Group’s property, plant and
equipment, intangible assets, goodwill, and investment properties (“specified non-
current assets”). The geographical location of customers is based on the location at which
the services were provided. The geographical location of specified non-current assets is
based on the location of the operation to which they are allocated.

Revenues from external Specified
customers non-current assets

2023 2022 2023 2022
MOP’000 MOP’000 MOP‘000 MOP’000

121,091 199,495 95,849

Macau (place of domicile)

Hong Kong
Mainland China

152,101 277,633 15,668 32,028
= - 8,690 12,308

152,101 277,633 24,358

273,192 477,128 120,207 143,705
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4. REVENUE AND SEGMENT INFORMATION (Continued)

(b) Segment information (Continued)

(iv) Information about major customers

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

Revenue from customers during the year contributing over 10% of the total revenue of

the Group is as follows:

2023

MOP’000

Customer A (note (i) 121,091
Customer B (note (ii)) 32,747

Customer C (note (iii)) 96,456
Customer D (note (ii)) B

Notes:
(i)  This transaction is attributable to segment of fitting-out works in Macau.

(ii)  This transaction is attributable to segment of fitting-out works in Hong Kong.

2022
MOP’000

175,930
156,971
59,740
40,644

(iii)  This transaction is attributable to segment of fitting-out works in both Hong Kong and Macau.

OTHER INCOME AND GAINS, NET

2023

MOP’'000

Interest income 1,066
Government subsidies (note (i)) -
Others (154)
Total other income 912

Net increase in cash surrender value of an investment in
an insurance contract

Net exchange losses

Fair value change on investment

Total other (losses)/gains

Total other income and gains, net

Note:

2022
MOP’000

446
1,458
(49)

1,855

79
(48)

34

1,889

(i) Both the Macau government and the Hong Kong government have launched the Employment Support Scheme
under the Anti-epidemic Fund to provide time-limited financial support to employers to retain employees
who may otherwise be made redundant. During the year ended 31 December 2022, the Company received
government subsidies of a total of MOP1,458,000. There are no unfulfilled conditions and other contingencies

attached to the receipts of those subsidies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

6. (LOSS)/PROFIT BEFORE TAXATION
(Loss)/profit before taxation is arrived at after charging/(crediting):

2023 2022
MOP‘000 MOP’000

(a) Staff costs (including director’'s emoluments)
Contributions to defined contribution retirement plans 722 550
Salaries, wages and other benefits 25,737 28,492

26,459 29,042
Less: Staff costs included in cost of revenue (6,512) (10,449)

Staff costs included in administrative and other expenses 19,947 18,593

(b) Otheritems

Cost of construction, excluding staff costs 205,494 347,635
Depreciation 10,282 12,111
Auditors’ remuneration 1,530 1,442
Impairment losses of trade and other receivables and

contracts assets 107,682 16,471
Loss on disposal of property, plant and equipment 64 505
Loss on early termination of leases - 163

7. FINANCE COSTS

2023 2022
MOP’000 MOP’000

Interests on:
— Bank loans and overdrafts 26,913 17,635
— Lease liabilities 463 903

27,376 18,538
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

8. INCOME TAX

2023 2022
MOP’000 MOP’000

Current tax - Macau Complementary Tax

Provision for the year 6,209

Current tax - Hong Kong Profits Tax

Provision for the year 203

Deferred tax

Origination and reversal of temporary differences (3,142)
3,270

Notes:

(i)  The Group is not subject to any income tax in the Cayman Islands and British Virgin Islands pursuant to the rules
and regulations in the corresponding jurisdictions.

(ii)  For the years ended 31 December 2023 and 2022, a special tax incentive is provided to effect that tax free
income threshold of MOP600,000 and Macau Complementary Tax is calculated at 12% (2022: 12%) of the
estimated assessable profits exceeding MOP600,000 (2022: MOP600,000) for the year ended 31 December 2022.

(iii) The Hong Kong Government introduced a two-tiered profits tax rate regime by enacting the Inland Revenue
(Amendment) (No. 3) Ordinance 2018 (the “Ordinance”). Under the two-tiered profits tax rate regime, the first
HK$2 million of assessable profits of qualifying corporations is taxed at 8.25% and profits above HK$2 million
will be taxed at 16.5%. Hong Kong profits tax of the qualified entity of the Group is calculated in accordance
with the two-tiered profits tax rates regime. The profits of other Group entities in Hong Kong not qualifying for
the two-tiered profits tax rates regime will continue to be taxed at the flat rate of 16.5%.

(iv)  Corporate Income Tax in the People’s Republic of China (“the PRC") for 2023 is calculated at 25% (2022: 25%).

No enterprise income tax has been provided because the entity in the PRC has no assessable profits for the years
ended 31 December 2023 and 2022.

Reconciliation between income tax and accounting profit at applicable tax rates

2023 2022
MOP’000 MOP’000

(Loss)/profit before taxation (126,991) 23,758

Notional tax on profit before taxation calculated at the rates

applicable to profits in the regions concerned (1,785) 2,705
Tax effect of non-deductible expenses 3,261 1,085
Tax effect of non-taxable income (128) (73)
Tax effect of two-tiered profit tax rates regime (68) (165)
Utilisation of previously unrecognised tax losses (1,272) (210)
Tax effect of tax exemption under Macau

Complementary Tax (72) (72)
Income tax (credit)/expense (64) 3,270

Space Group Holdings Limited



9.

DIRECTORS' EMOLUMENTS

Details of directors’ emoluments were as follows:

Directors’
fees
MOP’000

Executive Directors
Che Chan U

Lei Soi Kun

Lok Wai Tak

Ho Kwong Yu

Independent Non-executive
Directors

Choi King Leung'

Eulégio dos Remédios, José Antonio

Li Guohui

Leong lat Lun®

Lam Chi Wing?

Total

Salaries,
allowances
and benefits
in kind
MOP'000

(Expressed in Macau Pataca unless otherwise indicated)

Retirement
scheme
contributions
MOP’000

Discretionary
bonus
MOP’000
(note (vii))

Total
MOP'000

! Appointed as an independent executive director with effect from 25 October 2023.
2 Appointed as an independent executive director with effect from 27 April 2023.
3 Resigned as an independent executive director with effect from 25 October 2023.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

114

9.

DIRECTORS’ EMOLUMENTS (Continued)

2022
Salaries,
allowances Retirement
Directors'’  and benefits  Discretionary scheme
fees in kind bonus  contributions Total
MOP'000 MOP’000 MOP’000 MOP’000 MOP’000
(note (vii))
Executive Directors
Che Chan U - 600 - 1 601
Lei Soi Kun - 240 - 1 241
Lok Wai Tak' - 351 - - 351
Ho Kwong Yu - 1,200 - - 1,200
Independent Non-executive
Directors
Fan Chun Wah, Andrew? - 199 - - 199
Euldgio dos Remédios, José Antdnio - 120 - 1 121
Li Guohui® - 131 - - 131
Leong lat Lun - 120 - 1 121
Total - 2,961 - 4 2,965

Appointed as an executive director with effect from 16 May 2022.
Resigned as an independent executive director with effect from 8 August 2022.
Appointed as an independent executive director with effect from 8 August 2022.

Notes:

0]

(i)

(iii)

(iv)

No director received any emoluments from the Group as an inducement to join or upon joining the Group or as
compensation for loss of office during the year. No director waived or agreed to waive any emoluments during
the years ended 31 December 2023 and 2022.

The Company did not have any share option scheme for the purchase of ordinary shares in the Company during
the years ended 31 December 2023 and 2022.

Directors’ other services
No other emoluments and retirement benefits were paid to or receivable by any director in respect of directors’
other services in connection with the management of the affairs of the Company or its subsidiary undertakings

during the year ended 31 December 2023 (2022: nil).

Information about loans, quasi-loans and other dealings entered into by the Company or subsidiary
undertakings of the Company, where applicable, in favour of directors.

There were no loans, quasi-loans or other dealings in favour of directors, their controlled bodies corporate and
connected entities during the year ended 31 December 2023 (2022: nil).
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10.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

DIRECTORS’' EMOLUMENTS (Continued)

Notes: (Continued)

(v) Directors’ material interests in transactions, arrangements or contracts
No significant transactions, arrangements and contracts in relation to the Group’s business to which the
Company was a party and in which a director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the reporting period or at any time during the years ended 31 December 2023
and 2022.

(vi)  Consideration provided to or receivable by third parties for making available directors’ services

During the years ended 31 December 2023 and 2022, there were no considerations provided to or receivable by
any third party for making available the services of a person as a director of the Company.

(vii) The discretionary bonus is determined by the Remuneration Committee having regard to the directors'
performance and the Company’s performance and profitability and the prevailing market conditions.

INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments, one (2022: one) is the director of the Company

whose emoluments are disclosed in note 9. The emoluments in respect of the four (2022: four) non-

director individuals for the years ended 31 December 2023 and 2022, were as follows:

2023 2022

MOP'000 MOP’000

Salaries and other emoluments 3,642 3,074
Discretionary bonuses 210
Retirement benefit scheme contributions 4
3,288

The emoluments of the four (2022: four) non-director individuals for the year ended 31 December
2023 and 2022 were within the following emolument ranges:

2023 2022
Number of Number of
individuals individuals

Nil to HKD1,000,000 (MOP1,030,000)

None of the five top-paid employee received any emoluments from the Group as an inducement to

join or upon joining the Group or as compensation for loss of office during the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

116

11. (LOSSES)/EARNINGS PER SHARE

(a)

(b)

Basic (losses)/earnings per share

The calculation of basic (losses)/earnings per share attributable to owners of the Company was
based on the following data:

Earnings

2023 2022
MOP’000 MOP’000

(Loss)/profit for the year attributable to owners of
the Company (126,257) 21,485

Weighted average number of ordinary shares

2022
‘000

Weighted average number of ordinary shares as at
31 December 968,083 806,000

Diluted (losses)/earnings per share

The diluted (losses)/earnings per share is the same as the basic (losses)/earnings per share as
the Group did not have potential dilutive ordinary shares for both years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

12(). PROPERTY, PLANT AND EQUIPMENT

Right of use
Furniture, assets —
Leasehold fixtures and Motor buildings and
improvement equipment vehicles car parks Total
MOP'000 MOP'000 MOP’000 MOP'000 MOP'000
(note)
Cost:
As at 31 December 2021 and
1 January 2022 15,540 1,713 540 29,842 47,635
Additions 358 91 - 683 1,132
Acquired on acquisition of a
subsidiary 15 97 - 1,567 1,679
Disposals (660) (80) - - (740)
Early termination of lease - - - (5,367) (5,367)
Exchange realignment (831) (14) (26) (914) (1,785)
As at 31 December 2022 and
1 January 2023 14,422 1,807 514 25,811 42,554
Additions - 6 - 249 255
Disposals - (22) (93) - (115)
Early termination of lease - - - (3,038) (3,038)
Exchange realignment (185) (3) (6) (144) (338)
As at 31 December 2023 14,237 1,788 415 22,878 39,318
Accumulated depreciation:
As at 31 December 2021 and
1 January 2022 1,656 998 192 7,648 10,494
Charge for the year 3,817 459 98 7,737 12,111
Disposals (185) (16) - - (201)
Early termination of lease - - - (1,530) (1,530)
Exchange realignment (96) (3) (5) (145) (249)
As at 31 December 2022 and
1 January 2023 5,192 1,438 285 13,710 20,625
Charge for the year 3,520 217 114 6,431 10,282
Disposals - (22) (69) - 91)
Early termination of lease - - - (3,038) (3,038)
Exchange realignment (30) (1) (1 (33) (65)
Asat3lDecember2023 =~ 8682 1632 39 17070 27,713
Net book value:
As at 31 December 2023 5,555 156 86 5,808 11,605
As at 31 December 2022 9,230 369 229 12,101 21,929
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

12(a). PROPERTY, PLANT AND EQUIPMENT (Continued)

Note: The Group obtains right to control the use of various properties for a period of time through lease
arrangements. Lease arrangements are negotiated on an individual basis and contain a range of different terms
and conditions including lease payments and lease terms ranging from 1 to 5 years (2022: 1 to 5 years). Except
for lease covenants mainly related to the maintenance and use of the leased assets that are commonly found in
lease arrangements, there are no other covenants or restrictions imposed by the lease agreements. The leased
assets are not used as security for borrowing purposes.

As at 31 December 2023, right-of-use assets comprise buildings of MOP5,752,000 (2022: MOP12,023,000) and car
parks of MOP56,000 (2022: MOP78,000). During the year ended 31 December 2023, the deprecation of the right-
of-use assets of buildings and car parks are approximately MOP6,409,000 and MOP22,000 respectively (2022:
MOP7,715,000 and MOP22,000).

12(b). LEASE LIABILITIES

2023 2022

MOP’000 MOP’000

Non-current 3,406 6,790
Current 3,356 7,014

6,762 13,804

Amounts payable under lease liabilities

2023 2022

MOP’000 MOP’000

Within one year 3,356 7,014
After one year but within two years 1,970 3,129

After two years but within five years 1,436 3,661
After five years - -

13,804

Less: Amount due for settlement within 12 months
(shown under current liabilities) (7,014)
Amount due for settlement after 12 months 6,790

The total cash outflow of lease for the year ended 31 December 2023 was MOP7,624,000 (2022:
MOPS8,225,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

13. INVESTMENT PROPERTIES

2023 2022
MOP’000 MOP’000

As at 31 December 94,760 99,292

During the year ended 31 December 2023, the movement represents the fair value loss of
approximately MOP4,532,000 (2022: MOP10,917,000).

a.

Fair value hierarchy

All investment properties are included in level 3 without transfers in or transfers out of such
fair value hierarchy levels during the year. For summary of quantitative information about the
significant unobservable inputs used in level 3 fair value measurement, see note 13(c) below.

Valuation process

The fair values of the Group’s investment properties as at 31 December 2023 and 2022 have
been determined on the basis of valuations carried out by Vigers International Property
Consultants, an independent firm of qualified property valuers. The valuations, which conform
to the International Valuation Standards issued by the International Valuation Standards
Council, were arrived at using residual method.

Fair value measurement using significant unobservable inputs

Fair values of investment properties are generally derived using the residual method. The
residual method is essentially a means of valuing land by reference to its development
potential by deducting costs and developer’s profit from its estimated completed development
value.

2023 and 2022
Relationship of
Investment Significant unobservable inputs
properties Valuation technique unobservable inputs Rate to fair value
Nos. 23, 25, 27, 32 Residual method Construction costs MOP40,000,000 The higher the
and 34, Rua Du estimated
Cunha, Coloane, construction costs,
Macau the lower the fair
value
Development profit 20% on gross  The higher

development development profit,
value the higher the fair
value

Investment properties amounting to MOP94,760,000 (2022: MOP99,292,000) are pledged as
security for the bank loans of the Group (Note 22).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

14. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF THE COMPANY

The following list contains principal subsidiaries of the Group which, in the opinion of the director
of the Company, principally affect the results or assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors of the Company, result in particular of excusive
length. The class of shares held is ordinary unless otherwise stated.

Place of Issued and fully paid share capital
incorporation/ Interest held by Principal
Company name operations 203 2022 Group Company Asubsidiary ~activities
MOP MoP
Space Construction (BVI) Ltd The British Virgin 1,598 1,598 100% 100% 0% Investment holding
Islands (CLUNEIEES  (equivalent to
Us$200) Us$200)
Space Construction & Engineering Macau 100,000 100,000 100% 0% 100%  Construction and
(o, Ltd. engineering
Companhia Space Group Limitada Macau 50,000 50,000 100% 0% 100%  Inactive
Space Oriental Construction & Macau 100,000 100,000 100% 0% 100%  Construction and
Engineering Co,, Ltd. engineering
Minsang Oriental Limited Macau 100,000 100,000 100% 0% 100%  Construction and
engineering
FHRRMRETRERAR Macau 100,000 100,000 51% 0% 51%  Inactive
Space Building & Construction Hong Kong 10,300 10,300 100% 0% 100%  Construction and
(Hong Kong) Limited (CLUIEEIRER  (equivalent to engineering
HK$10,000) HK$10,000)
Space Financial Holdings Limited Hong Kong 14,192,300 14,192,300 93.02% 0% 100% Financial service
(CLUNEIEES  (equivalent to
S EREENIR  HK$13,779,000)
Space Securities Limited Hong Kong 20,600,000 20,600,000 100% 0% 100%  Financial service
(DUNEEIRE  (equivalent to
HK$20,000,000) S IE YO}
Space Asset Management Limited Hong Kong 8,240,000 8,240,000 100% 0% 100% Financial service
(PUNEETEGE  (equivalent to
ST HK$8,000,000)
Advent Corporate Finance Limited* Hong Kong 10,300 10,300 100% 0% 100%  Financial service

(LUNELEIEER  (equivalent to
HK$10,000) HK$10,000)

* This subsidiary was acquired by the Company during the year ended 2022.

None of the subsidiaries had issued any debt securities subsisting at the end of both years or at any
time during both years.

None of the subsidiaries have non-controlling interests that are material to the Group.
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15.

16.

(Expressed in Macau Pataca unless otherwise indicated)

INVESTMENT IN AN INSURANCE CONTRACT
2023 2022
MOP’000 MOP’000
As at 1 January 2,823 2,744
Net increase in cash surrender value charged to profit or loss - 79
Repayment of bank loan (2,823) -

Exchange differences

As at 31 December

* The amount is less than MOP1,000.

Investment in an insurance contract represents a life insurance policy for key management staff (the
“Insurance Policy”). The Group is the beneficiary of the Insurance Policy. As at 31 December 2022,
the Insurance Policy of MOP2,823,000 was pledged to a bank to secure certain banking facilities of
the Group, which include performance bonds and loan facilities granted to the Group as set out in
Note 22.

INTANGIBLE ASSET
2023 2022
MOP’'000 MOP’000
As at 1 January 1,803 -
Arising on acquisition of a subsidiary 1,803
As at 31 December 1,803

The amount represents license used for the Group’s operation and are renewable every year at a
minimal cost. The directors of the Company are of the opinion that the Group would renew the
license continuously and has the ability to do so.

As a result, the license is considered by the management of the Group as having an indefinite
useful life because it is expected to contribute to net cash inflows indefinitely. The license will not
be amortised until its useful life is determined to be finite. Instead it will be tested for impairment
annually and whenever there is an indication that it may be impaired. No impairment is considered
necessary for the year ended 31 December 2023.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

17. GOODWILL

2023 2022

MOP’000 MOP’'000

As at 1 January 20,681 -
Impairment of goodwill (8,642) -
Arising on acquisition of a subsidiary 20,681
As at 31 December 12,039 20,681

For the purposes of impairment testing, goodwill has been allocated to an individual cash-
generating unit and representing the operating segment on financial services. The carrying amount
of goodwill as at 31 December 2023 and 2022 is allocated to this unit.

As at 31 December 2023, the directors of the Company performed an impairment assessment of this
cash generating unit comprising goodwill, intangible asset and property, plant and equipment of
MOP12,039,000, MOP1,803,000 and MOP20,555 respectively (2022: MOP20,681,000, MOP1,803,000
and MOP736,000 respectively).

The recoverable amount of above CGU was determined with reference to a value-in-use calculation
of the related CGU. That calculation used cash flow projections based on financial budget approved
by the directors of the Company covering a five-year period, with discount rate at 15.2% per annum
respectively. Cash flows beyond the 5-year period are extrapolated using a 2% growth rate. Key
assumptions include the expected growth in revenues and operating margins, estimated compound
growth rates, selection of discount rates. Management prepared the financial budgets reflecting
actual and prior year performance and market development expectations.
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(Expressed in Macau Pataca unless otherwise indicated)

18. CONTRACT ASSETS

2023 2022
MOP’000 MOP’000

Arising from performance under construction contracts 106,901 103,484
Less: loss allowance 728 (2,882)

Arising from performance under construction contract, net 106,173 100,602

Movements in the loss allowance of contract assets during the year were as follows:

2023 2022
MOP’000 MOP’000

As at 1 January 2,882 824
(Reversal of)/impairment losses (2,154) 2,058

As at 31 December 728 2,882

Typical payment terms which impact on the amount of contract assets recognised are as follow:
Construction contracts

As at 31 December 2023, contract assets of MOP728,000 (2022: MOP2,882,000) were considered as
impaired and were provided for.

The carrying amount of contract assets as at 1 January 2022 and 31 December 2022 are
MOP67,378,000 and MOP100,602,000.

The Group’s construction contracts include payment schedules which require stage payments over
the construction period once milestones are reached. These payment schedules prevent the build-
up of significant contract assets. The Group also typically agrees to a one to three year retention
period for 5-10% of the contract value. Such retentions are included in contract assets until the
end of the retention period as the Group’s entitlement to this final payment is conditional on the
Group's work satisfactorily passing inspection.

The amount of contract assets that is expected to be recovered after more than one year is

MOP106,173,000 (2022: MOP100,602,000), which is within the normal operating cycle and is
classified as current.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

19(). TRADE AND OTHER RECEIVABLES

Notes 2023 2022
MOP’000 MOP’000

Trade receivables

— Third parties (i) 743,768 571,587
- Arelated party (i) = -
Less: loss allowance (135,633) (25,073)
Trade receivables, net 608,135 546,514
Deposits 1,422 1,770
Other receivables, net 4,619 29,875

614,176 578,159

Notes:

(i) As at 31 December 2023, included in the trade receivables is an amount of approximately MOP21,249,000 (2022:
MOP2,108,000) in respect of gross amount of receivables from the clearing house and finance services client. The
amounts are arising from the ordinary course of business of securities dealing and brokerage services and the
settlement terms are two days after the trade date.

(i)  As at 31 December 2023, the gross amount of trade receivables from contracts with customers amounted to
approximately MOP743,768,000 (2022: MOP571,587,000).
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(Expressed in Macau Pataca unless otherwise indicated)

19(2) TRADE AND OTHER RECEIVABLES (Continued)

As at 31 December 2023, loss allowance for other receivables was approximately MOP434,000 (2022:
MOP1,158,000). There is no significant increase in credit risk and therefore the Group measures the
loss allowance for other receivables at an amount equal to 12-month ECL.

Movements in the loss allowance of trade receivables during the year were as follows:

2023 2022
MOP’000 MOP’000

As at 1 January 25,073 11,116
Impairment losses recognised 110,560 13,957

As at 31 December 135,633 25,073

The Group measures the loss allowance for trade receivables at an amount equal to lifetime ECL.
The expected credit losses on trade receivables are estimated using a provision matrix by reference
to past default experience of the debtor and an analysis of the debtor’s current financial position,
adjusted for factors that are specific to the debtors, general economic conditions of the industry in
which the debtors operate and an assessment of both the current as well as the forecast direction
of conditions at the reporting date.

There has been no change in the estimation techniques or significant assumptions made during the
current reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

19(a). TRADE AND OTHER RECEIVABLES (Continued)
Ageing analysis

As at the end of the reporting period, the ageing analysis of trade receivables based on the invoice
date were as follows:

2023 2022

MOP’000 MOP’000

Within 1 month 110,838 20,040
1 to 3 months 13,889 72,026
3 to 6 months 57,385 136,904
6 to 12 months 154,049 173,791
Over 1 year but less than 2 years 349,507 155,902

Over 2 years but less than 3 years 58,100 12,924

743,768 571,587

Movements in the loss allowance of other receivables during the year were as follows:

2023 2022

MOP’000 MOP’000

As at 1 January 1,158 702
(Reversal of)/Impairment losses recognised (724) 456

As at 31 December 434 1,158

19(). PREPAYMENTS

At 31 December 2023, the balances include prepayments of approximately MOP257,563,000 (2022:
MOP246,398,000) which were made to the sub-contractors for the provision of fitting-out services
to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

20. CASH AND BANK BALANCES, BANK DEPOSITS AND PLEDGED DEPOSITS

(a) Cash and bank balances and bank deposits comprise

Notes
Cash at general accounts and on hand (i
Bank overdrafts (note 22)
Cash and cash equivalents in the consolidated
statement of cash flows
Cash at general accounts and on hand (i)
Cash at segregated accounts (ii)

Cash and bank balances in the consolidated
statement of financial position

Notes:

2023 2022
MOP’000 MOP’000

16,027 45,546
(11,678) (19,215)

4,349 26,331

16,027 45,546

4,228 9,352

54,898

(i)  The cash at general accounts and on hand comprise cash held by the Group and bank deposits bearing

interest at commercial rate.

(ii)  The Group receives and holds money deposited by clients and other institutions in the course of the
conduct of the regulated activities. These clients’ monies are maintained in segregated bank accounts. The
Group has recognised the corresponding account payables to respective clients and other institutions as
the Group does not have a currently enforceable right to offset those payables with the deposits placed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

20. CASH AND BANK BALANCES, BANK DEPOSITS AND PLEDGED DEPOSITS
(Continued)

(b) Reconciliation of loss/profit before taxation to cash generated from operations

Notes 2023 2022
MOP’000 MOP’000

(Loss)/profit before taxation (126,991) 23,758

Adjustments for:

Interest income 4 &5 (1,137) (614)
Finance costs 7 27,376 18,538
Depreciation 6(b) 10,282 12,111
Fair value change in investment properties 4,532 10,917
Net change in cash surrender value of

investment in an insurance contract (59) (79)
Impairment loss of trade and other receivables

and contract assets 107,682 16,471
Impairment of goodwill 8,642 -
Fair value change in investment (7) 3)
Gain on early termination of leases - (163)
Loss on disposal of property, plant and

equipment 64 505

Changes in working capital:

Increase in contract assets (3.417) (35,282)
Increase in trade and other receivables (145,489) (195,174)
(Increase) decrease in prepayment (11,165) 193,425
Decrease (increase) in bank balances -

segregated accounts 5,124 (8,322)
Increase (decrease) in trade and other payables 72,145 (7,651)

Cash generated (used in) from operations 52,418 28,437
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

20. CASH AND BANK BALANCES, BANK DEPOSITS AND PLEDGED DEPOSITS

(Continued)

(c) Reconciliation of liabilities arising from financing activities

(d)

As at 1 January 2023

Cash flows in financing activities:

Drawdown of bank loans
Repayment of bank loans
Interest paid
Payment for lease liabilities
Advance from directors
Bond payable

Non-cash movements

Bank loans
and other
borrowings
MOP’'000

428,870

113,837
(124,677)

35,020
(126,102)

2023
Amounts
due to
directors
MOP’000

37,060

4,917
(35,020)

Lease
liabilities
MOP'000

13,804

(463)
(VA L))

Total
MOP'000

479,734
113,837
(124,677)

(463)
(VA L))
4,917

((PLRYE))

As at 31 December 2023 326,948 340,667
2022
Bank loans Amounts
and other due to Lease

borrowings directors liabilities Total

MOP’'000 MOP’'000 MOP’000 MOP’000

As at 1 January 2022 486,364 4,453 23,646 514,463
Cash flows in financing activities: - - - -
Drawdown of bank loans 648,331 - - 648,331
Repayment of bank loans (710,983) - - (710,983)
Interest paid (17,635) - (903) (18,538)
Payment for lease liabilities - - (7,322) (7,322)
Advance from directors - 32,607 - 32,607
Non-cash movements 22,793 - (1,617) 21,176
As at 31 December 2022 428,870 37,060 13,804 479,734

Pledged deposits

The balance represents deposits pledged to secure the banking facilities of the Group (including
bank loans and overdraft and issuance of performance bonds).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

21. TRADE AND OTHER PAYABLES

2023 2022

MOP’000 MOP’000

Trade payables 127,617 39,138
Retention payables 13,978 9,606

Other payables and accruals 10,046 30,752

151,641 79,496

The ageing analysis of trade payables based on the invoice date were as follows:

2023 2022

MOP’'000 MOP’'000

Within 1 month 108,606 14,096
1 to 3 months 150 5,312
3 to 6 months 391 1,370

Over 6 months 18,470 18,360

127,617 39,138

22. BANK LOANS AND OVERDRAFTS AND OTHER BORROWING

As at 31 December 2023 and 2022, the bank loans and overdrafts and other borrowings were
repayable as follows:

2023 2022

MOP’'000 MOP’'000

Within 1 year or on demand (note) 336,807 445,091
After 1 year but within 2 years 1,819 2,994

Bank loans and overdrafts 338,626 448,085

Note: The bank loans which are repayable within one year, contain a repayable on demand clause as stipulated in the
relevant loan agreements.

130 space Group Holdings Limited



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

22. BANK LOANS AND OVERDRAFTS AND OTHER BORROWING (Continued)

As at 31 December 2023 and 2022, the bank loans and overdrafts and other borrowings were
secured as follows:

2023 2022

MOP’000 MOP'000

Secured overdrafts (note 20(a)) 11,678 19,215
Secured bank loans 291,928 428,870

Unsecured other borrowings (note (vi)) 35,020 -

Bank loans and overdrafts and other borrowings 338,626 448,085

The ranges of effective interest rates on the Group’s borrowings are as follows:

Variable-rate borrowings 2023 2022

Bank overdrafts 6.35% to 4.25% to
6.63% 5.75%
Bank loans 3.63% to 2% to
8.15% 6.125%

The Group's borrowings that are denominated in currencies other the functional currencies of the
relevant group entities are set out below:

2023 2022
MOP’000 MOP’000

Hong Kong Dollars 241,520 358,767
United States Dollars - 1,643

241,520 360,410
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

132

22,

23.

BANK LOANS AND OVERDRAFTS AND OTHER BORROWING (Continued)

As at 31 December 2023, the banking facilities (including bank loans and overdrafts and
performance bonds) granted to the Group were secured by:

(i) Investment properties held by the Group with carrying amount of MOP94,760,000 (2022:
MOP99,292,000);

(ii) Pledged deposits of MOP5,818,000 (2022: MOP126,100,000);
(iii) Corporate guarantees provided by the Company and certain subsidiaries;
(iv) Investment in an insurance contract of MOPNIl (2022: MOP2,823,000); and

(v) Guarantees provided by HKMC Insurance Limited under the HKMC SME Financing Guarantee
Scheme.

(vi) During the year, the Company issued one 1.00% bond of MOP 35,020,000 due in March 2023
to an independent third party.

Some of the Group’s banking facilities were subject to the fulfillment of covenants relating to
certain of the Group’s statement of financial position ratios which are commonly found in lending
arrangement with financial institutions. If the Group were to breach the covenants, the drawn
down facilities would become payable on demand. The Group regularly monitors its compliance
with these covenants.

During the year ended 31 December 2023, in respect of bank borrowings and bank overdrafts
with a carrying amount of approximately MOP288,933,000 and MOP 11,678,000 respectively as
at 31 December 2023, the Group was default in repayment. Thus, the relevant bank borrowings
become immediately due and payable should the lenders exercise their rights under the bank
loan agreement. The directors of the Company commenced to discuss the terms of the borrowings
with the relevant banks. Up to the date of approval for issuance of the consolidated financial
statements, the negotiations are still in progress.

DEFERRED TAX ASSETS/LIABILITIES
The following is the analysis of the deferred tax assets (liabilities) for financial reporting purposes:

2023 2022
MOP’000 MOP’000

Deferred tax assets 3,374 3,374
Deferred tax liabilities (1,051) (1,745)

As at 31 December 2,323 1,629
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

23. DEFERRED TAX ASSETS/LIABILITIES (Continued)

Movements in deferred tax assets/(liabilities) during the year were as follows:

Impairment Fair value
of trade  adjustments
receivable and on investment Lease Intangible
contract assets properties liabilities Tax loss asset Total
MOP'000 MOP'000 MOP'000 MOP'000 MOP'000 MOP'000
As at 1 January 2022 1,072 (2,719 (246) - - (1,893)
- arising on acquisition of
a subsidiary 380 - - 298 (298) 380
Credited to:
- profit or loss (note 8) 1,922 1,310 (90) - - 3,142
As at 31 December 2022 and
1 January 2023 3,374 (1,409) (336) 298 (298) 1,629
Credited to:
- profit or loss (note 8) - 544 150 - - 694
3,374 (865) (186) 298 (298) 2,323

The Group had unutilised estimated tax losses relating to the subsidiaries in Macau and Hong
Kong for which no deferred income tax assets have been recognised of MOP11,336,000 (2022:
MOP5,690,000) to carry forward for deduction against future taxable income. The tax losses of
MOP5,698,000 (2022: MOP5,116,000), relating to Macau incorporated companies, will expire within
1 to 3 years from 31 December 2023 (2022: 1 to 3 years from 31 December 2022). The remaining
portion of the tax losses of MOP5,638,000 (2022: MOP574,000), mainly relating to Hong Kong
incorporated companies, can be carried forward indefinitely. The tax losses relating to Hong Kong
incorporated companies is arising from the new acquired subsidiary.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

134

24,

25.

EMPLOYEE RETIREMENT BENEFITS

Eligible employees of the Group are covered by a government-mandated defined contribution plan
pursuant to which a fixed amount of retirement benefit would be determined and paid by the
Macau Government. Contributions are generally made by both employees and employers by paying
a fixed amount on a monthly basis to the Social Security Fund Contribution managed by the Macau
Government. The Group funds the entire contribution and has no further commitments beyond its
monthly contributions. Contributions to the plan vest immediately.

The Group operates a Mandatory Provident Fund Scheme (“the MPF Scheme”) under the
Hong Kong Mandatory Provident Fund Schemes Ordinance for employees employed under the
jurisdiction of the Hong Kong Employment Ordinance. The MPF Scheme is a defined contribution
retirement plan administered by an independent trustee. Under the MPF Scheme, the Group and its
employees are each required to make contributions to the plan at 5% of the employees’ relevant
income, subject to a cap of monthly relevant income of HK$30,000. As at 31 December 2023, no
forfeited contribution under the retirement benefit scheme of the Group is available to reduce the
contribution payable in the future years.

Employees of the subsidiary in the PRC are members of pension schemes operated by the PRC
government. The Group is required to contribute, based on a certain percentage of the employees’
remuneration, to these pension schemes to fund the benefits. The only obligation for the Group
with respect to these pension schemes is the required contribution under the central pension
scheme. Contributions to these scheme vest immediately.

SHARE CAPITAL

2023 2022
Amount Amount
No. of shares \le]2hl No. of shares MOP’'000

Authorised ordinary shares of HK$0.01 each:

As at 1 January and as at 31 December 2,000,000,000 70 2,000,000,000 20,600

Ordinary shares, issued and fully paid:

As at 1 January 806,000,000 806,000,000 8,302
Issuance of new shares (note (i, ii)) 354,640,000 - -

As at 31 December 1,160,640,000 806,000,000 8,302

Notes:

(i)  The Company issued 161,200,000 ordinary shares of HK$0.01 each to independent third parties at a subscription
price of HK$0.2 per share in June 2023.

(i)  The Company issued 193,440,000 ordinary shares of HK$0.01 each to independent third parties at a subscription
price of HK$0.202 per share in July 2023.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

26. CAPITAL MANAGEMENT

The Group’s primary objectives when managing capital are to safeguard the Group’s ability to
continue as a going concern in order to fund its construction business and financial services business
and provide returns for shareholders and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

The Group actively and regularly reviews and manages its capital structure to maintain a balance
between the higher shareholder returns that might be possible with higher levels of borrowings
and the advantages and security afforded by a sound capital position, and makes adjustments to
the capital structure in light of changes in economic conditions.

In addition, subsidiaries of the Group licensed by the SFC are obliged to meet the regulatory liquid
capital requirements under the Securities and Futures (Financial Resources) Rules (“SF(FR)R") at all
times.

For the licensed subsidiaries, the Group ensures each of them maintains a liquid capital level
adequate to support the activities level with sufficient buffer to accommodate the increase in
liquidity requirements arising from potential increases in business activities. SF(FR)R returns are
filed to the SFC by the licensed subsidiaries on a monthly or semi-annually basis as required. During
the current and prior financial years, all the licensed subsidiaries complied with the liquid capital
requirements under the SF(FR)R.

The Group monitors its capital structure on the basis of gearing ratio (calculated by total debts
divided by total equity; total debts include bank loans and overdrafts and other borrowings). The
Group's strategy was to maintain a relatively low gearing ratio. In order to maintain or adjust the
ratio, the Group may adjust the amount of dividends paid to shareholders, issue new shares, return
capital to shareholders, raise new debt financing or sell assets to reduce debt.

The Group’s gearing ratio as at 31 December 2023 and 2022 was as follows:

Note 2023 2022
MOP’000 MOP’000

Current liabilities:
Ban k loans and overdrafts and other borrowings 22 338,626 448,085

Total debts 338,626 448,085

Total equity 573,353 628,939

Gearing ratio 0.59 times 0.71 times

Except for the fulfillment of covenants of lending arrangement with financial institutions as
disclosed in note 22 and licensed subsidiaries obliged to meet the regulatory liquid capital
requirements under the Securities and Futures (Financial Resources) Rules (“SF(FR)R") at all times,
neither the Company nor any of its subsidiaries are subject to any other externally imposed capital
requirements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

27. FINANCIAL RISK MANAGEMENT AND FAIR VALUES

136

Exposure to credit, liquidity and interest rate risks arises in the normal course of the Group's
business. The Group’s exposure to these risks and the financial risk management policies and

practices used by the Group to manage these risks are described below.

Categories of financial instruments

2023 2022
MOP’000 MOP’'000
Financial assets
At amortised cost 640,249 759,157
At fair value through profit or loss 40 33
Financial liabilities
At amortised cost 497,224 564,641

(a) Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations
resulting in a financial loss to the Group. The Group’s credit risk is primarily attributable to
trade receivables and contract assets. The Group’s exposure to credit risk arising from cash and
bank balances and bank deposits is limited because the counterparties are banks for which the
Group considers to have low credit risk.

Trade receivables and contract assets

The Group’s exposure to credit risk is influenced mainly by the individual characteristics
of each customer rather than the industry or country in which the customers operate
and therefore significant concentrations of credit risk primarily arise when the Group has
significant exposure to individual customers. At the end of the reporting period, 35% (2022:
30%) and 100% (2022: 80%) of the total trade receivables and contract assets was due from
the Group’s largest customer and the five largest customers respectively.

Individual credit evaluations are performed on all customers requiring credit over a certain
amount. These evaluations focus on the customer’s past history of making payments when due
and current ability to pay, and take into account information specific to the customer as well as
pertaining to the economic environment in which the customer operates. Normally, the Group
does not obtain collateral from customers.

The Group measures loss allowance for expected credit losses for trade receivables and
contract assets using lifetime ECLs, which is calculated using provision matrices. As the
Group's historical credit loss experience does not indicate significantly different loss patterns
for different customer segments, the loss allowance based on past due status is not further
distinguished between the Group's different customer bases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

27. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)
(a) Credit risk (Continued)
Trade receivables and contract assets (Continued)

The following table provides information about the Group’s exposure to credit risk and ECLs
for trade receivables as at 31 December 2023:

Weighted
average Gross

expected carrying Loss
credit loss rate amount allowance
% MOP’000 MOP’000
Within 1 month 120,484 1,063
1 to 3 months 31,093 1,880
3 to 6 months 81,298 4,917
6 to 12 months 111,919 7,334
Over 1 year but less than 2 years 367,592 94,230

Over 2 years but less than 3 years 31,382 26,209

743,768 135,633

The following table provides information about the Group’s exposure to credit risk and ECLs
for contract assets as at 31 December 2023:

Weighted
average Gross
expected carrying Loss
credit loss rate amount allowance
% MOP’000 MOP’000

Within 1 year 0.3 89,620 310
Over 1 year but less than 2 years 17,281 419

106,901 729

Expected loss rates are based on actual loss experience over the past years. These rates are
adjusted to reflect differences between economic conditions during the period over which
the historic data has been collected, current conditions and the Group’s view of economic
conditions over the recovery of the trade receivables and contract assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

27. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)
(a) Credit risk (Continued)
Trade receivables and contract assets (Continued)

The following table provides information about the Group’s exposure to credit risk and ECLs
for trade receivables as at 31 December 2022:

Weighted

average Gross
expected carrying Loss
credit loss rate amount allowance
% MOP’000 MOP’000
Within 1 month 0.7 20,040 140
1 to 3 months 1.0 72,026 720
3 to 6 months 1.5 136,904 2,027
6 to 12 months 1.7 173,791 3,026
Over 1 year but less than 2 years 4.0 155,902 6,236
Over 2 years but less than 3 years 100 12,924 12,924

571,587 25,073

The following table provides information about the Group’s exposure to credit risk and ECLs
for contract assets as at 31 December 2022:

Weighted
average Gross
expected carrying Loss
credit loss rate amount allowance
% MOP’000 MOP’000
Within 1 year 2.6 102,970 2,618
Over 1 year but less than 2 years 51.4 514 264

103,484 2,882

Expected loss rates are estimated based on the corresponding historical credit losses
experienced, adjusted with the expected change between current and forward-looking
information on macroeconomic factors, if material, over the expected lives of the trade
receivables and contract assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

27. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

(a)

(b)

Credit risk (Continued)
Trade receivables and contract assets (Continued)

The maximum exposure to credit risk is represented by the carrying amount of each financial
asset at amortised cost, including trade receivables and other receivables (excluding
prepayment), pledged deposits, cash and bank balances in the consolidated statement of
financial position. Except for the guarantees given by the Group as disclosed in note 30, the
Group does not provide any other guarantees which would expose the Group to credit risk.

Liquidity risk

The Group’s policy is to regularly monitor current and expected liquidity requirements and
its compliance with lending covenants, to ensure that it maintains sufficient reserves of cash
and adequate committed funding lines from major financial institutions to meet its liquidity
requirements in the short and longer term. Management believes there is no significant
liquidity risk as the Group has sufficient cash and committed facilities to fund its operations
and debt servicing requirements.

The following table details the remaining contractual maturities at the end of the reporting
period of the Group’s financial liabilities, which are based on contractual undiscounted cash
flows (including interest payments computed using contractual rates or, if floating, based
on rates current at the end of the reporting period) and the earliest date the Group can be
required to pay.

Certain of the Group’s bank borrowings and bank overdrafts that are repayable on demand
due to default in payment, as disclosed in Note 22, are included in the “on demand or
within one year” time band in the below maturity analysis. As at 31 December 2023, the
aggregate carrying amounts of these bank borrowings and bank overdrafts amounted to
MOP288,933,000 and MOP11,678,000 respectively (2022: MOPNil). The Group is actively
formulating and undertaking a number of plans and measures as disclosed in Note 1 to
remediate the default in payment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

27. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)
(b) Liquidity risk (Continued)

At 31 December 2023
Total
contractual Morethan1  More than 2
Carrying undiscounted Within 1year year but less years but less More than
amount cash flow orondemand than2years than 5 years 5 years
MOP’000 MOP'000 MOP’000 MOP'000 MOP'000 MOP’000

Bond payable 35,020 35,020 35,020 -
Trade and other payables 151,641 151,641 151,641 -
Amounts due to directors 6,957 6,957 6,957 -

Bank loans and overdrafts 303,606 303,777 301,877 1,266

497,224 497,395 495,495 1,266

Lease liabilities 6,762 7,128 3,585 2,080

At 31 December 2022

Total
contractual Morethan 1 More than 2
Carrying undiscounted ~ Within 1year  year butless years but less More than
amount cash flow orondemand  than2years  than 5 years 5 years

MOP'000 MOP'000 MOP'000 MOP'000 MOP'000 MOP'000

Trade and other payables 79,496 79,496 79,496 - - -
Amounts due to directors 37,060 37,060 37,060 - - -
Bank loans and overdrafts 448,085 449,073 445,091 3,982 - -

564,641 565,629 561,647 3,982 - -
Lease liabilities 13,804 15,191 7,528 3,887 3,776 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

27. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

(9]

Interest rate risk

The Group’s interest rate risk arises primarily from bank loans and overdrafts. Borrowings at
variable rates expose the Group to cash flow interest rate risk. The Group's interest rate profile
as monitored by management is set out in (i) below.

(i)

(ii)

Interest rate profile

The following table details the interest rate profile of the Group’s borrowings at the end
of the reporting period:

2023 2022
Effective Effective
interest rate A\t interest rate Amount
% MOP'000 % MOP'000

Variable rate borrowings:

Bank overdrafts 6.35% to 11,678 4.25% to 19,215
6.63% 5.75%
Bank loans 3.63% to 291,928 2% to 428,870

8.15% 6.125%

303,606 448,085

Total borrowings 303,606 448,085

Sensitivity analysis

As at 31 December 2023, it is estimated that a increase/decrease of 100 basis points in
interest rates, with all other variables held constant, the Group’s profit after taxation
for the year and total equity would have decreased/increased by approximately
MOP2,535,000 (2022: MOP3,742,000).

The sensitivity analysis above has been determined assuming that the change in interest
rates had occurred at the end of the reporting period and had been applied to the
exposure to interest rate risk for non-derivative financial instruments in existence at
that date. The impact on the Group’s profit after tax and total equity is estimated as an
annualised impact on interest expense of such changes in interest rates. The analysis has
been performed on the same basis as 2022.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)
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27. FINANCIAL RISK MANAGEMENT AND FAIR VALUES (Continued)

28.

29.

(d)

(e)

Foreign currency risk

The Group has no significant exposure to foreign currency risk as substantially all of the
Group's transactions are denominated in Hong Kong dollar or Macau Pataca which is pegged
to Hong Kong dollar.

Fair values measurement

The carrying amounts of the Group’s financial assets and liabilities carried at amortised cost
are not materially different from their fair values at the end of the reporting period.

MATERIAL RELATED PARTY TRANSACTIONS

In addition to transactions and balances disclosed elsewhere in these financial statements, the
Group entered into the following material related party transactions.

(a)

(b)

Transactions with key management personnel

All members of key management personnel are the directors of the Group and their
emoluments are disclosed in note 9.

Balance with related parties

The amounts due to directors as at 31 December 2023 and 2022 are unsecured, non-interest
bearing, and repayable on demand. This related party transaction constitutes connected
transaction for the Company under Chapter 14A of the Listing Rules, but is, pursuant to Rule
14A.09 of the Listing Rules, fully exempt from the reporting, announcement and independent
shareholders’ approval requirements under Chapter 14A of the Listing Rules as this related
party transaction constitutes financial assistance received by the Group from a connected
person on normal commercial terms or better and not secured by assets of the Group.

CONTINGENT LIABILITIES

At the end of the reporting period, contingent liabilities not provided for in these financial
statements were as follows:

2023 2022
MOP’000 MOP’000

Performance bonds given to customers for due and proper
performance of projects undertaken by the Group's subsidiaries

13,043
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

30. MAJOR NON-CASH TRANSACTIONS

During the year ended 31 December 2023, the Group entered into a number of lease arrangements
in respect of office premises. Right-of-use assets and lease liabilities of approximately MOP249,000
(2022: MOP683,000) were recognised at the commencement of the leases.

During the years ended 31 December 2022, the Group early terminated a number of lease
contracts, the respective right-of-use assets and lease liabilities of approximately MOP3,837,000 and
MOP4,000,000 respectively were derecognised resulting in a gain on early termination of lease of
approximately gain of MOP163,000 recognised in profit or loss.

31. BUSINESS COMBINATIONS

On 21 February 2022, the Group through a subsidiary, Space Financial Holdings Limited (“SFH")
entered into a sales and purchase with a third party, namely Mr. Leong Lap Kun, pursuant to
which the Group agreed to acquire all issued share capital of Advent Corporate Finance Limited.
The Group obtained the control of Advent Corporate Finance Limited on 28 February 2022.
The transaction was completed with a total consideration approximately of HK$31,891,000.
The consideration comprises (i) the payment in cash amounted to HK$30,000,000 and (ii) 6.98%
shareholdings of the SFH of approximately MOP991,000.

Advent Corporate Finance Limited (“Advent”) is a limited company incorporated in Hong Kong and
holds the Type 6 license issued by the Securities and Futures Commission (SFC) to carry out Type 6
regulated activity (advising on corporate finance) under the Securities and Futures Ordinance. The
acquisition was accounted for under the acquisition method. The acquisition of Advent was aimed
at allowing the Group to extend its network of finance services and strengthen its core financial
business and broaden its profit base.

(i) Details of net assets acquired and goodwill in respect of the acquisition of Advent at the
acquisition date were as follows:

2022
MOP’000
Purchase consideration
- Cash 30,900
- 6.98% Equity instrument of SFH 991
31,891
Less: fair value of net assets acquired (11,210)
Goodwill on acquisition (note 17) 20,681
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31. BUSINESS COMBINATIONS (Continued)

(i)

(i)

(iii)

(Continued)

The assets and liabilities of Advent at the acquisition date were as follows:

2022

MOP’'000

Property, plant and equipment 1,679
Trade and other receivables 7,475
Deferred tax assets 380
Intangible asset 1,803
Prepayments 180
Cash and cash equivalents 7,257
Trade and other payables (764)
Lease liabilities (1,642)
Bank loans and overdrafts (5,158)
Net identifiable assets acquired 11,210
2022

MOP’'000

Purchase consideration settled in cash 30,900
Less: cash and cash equivalents acquired (7,257)
Total net cash inflow for the year ended 31 December 2022 23,643

As at 31 December 2022, all the purchase consideration was fully settled.
Acquired receivables

At the date of acquisition, the fair value of acquired trade and other receivables was
MOP7,475,000 and the gross contractual amount was approximately MOP9,763,000 with loss
allowance of approximately MOP2,288,000.

Revenue and profit contribution

The mentioned acquired companies contributed revenues of MOP13,042,000 and net profit of
MOP5,136,000 to the Group.

Had the acquisition been completed on 1 January 2022, total Group revenue for the period
would have been approximately MOP487,008,000, and profit for the period would have been
approximately MOP21,516,000. The pro forma information is for illustrative purposes only and
is not necessarily an indication of revenue and results of operations of the Group that actually
would have been achieved had the acquisition been completed on 1 January 2022, nor is it
intended to be a projection of future results.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

32. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

2023 2022
MOP’000 MOP’000

Non-current asset

Interests in subsidiaries 270,529 270,529

Current assets

Other receivables 532 716
Amounts due from subsidiaries 199,809 91,052
Cash and bank balances 45 29

200,386 91,797

Current liabilities
Other payables 4,629 2,739
Bond payable 35,020 -

39,649 2,739

Net current assets 160,737 89,058

NET ASSETS 431,266 359,587

CAPITAL AND RESERVES

Share capital 11,955 8,302
Reserves 419,311 351,285

TOTAL EQUITY 431,266 359,587
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

(Expressed in Macau Pataca unless otherwise indicated)

32. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (Continued)

Reserves of the Company

Share Accumulated
premium loss Total
MOP’000 MOP’'000 MOP’'000
Balance as at 31 December 2021 and
1 January 2022 357,240 (5,744) 351,496
Changes in equity for 2022:
Loss for the year - (211) (211)

Balance as at 31 December 2022 and
1 January 2023 357,240

Changes in equity for 2023:

Loss for the year -
Issue of shares 69,463

Balance as at 31 December 2023 426,703

33. DIVIDEND

(5,955)

351,285

(1.441)
69,463

419,307

The Board does not recommend the payment of final dividend for the year ended 31 December

2023 (2022: Nil).
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For the year ended 31 December 2023
(Expressed in Macau Pataca)

The consolidated results of Space Group Holdings Limited (the “Company”) and its subsidiaries
(collectively the “Group”) for the year ended 31 December 2023 and the consolidated assets and
liabilities of the Group as at 31 December 2023 are those set out in the audited financial statements.

A summary of the results and of the assets, liabilities and total equity of the Group for the last five
financial years, as extracted from the published audited financial statements and the annual report of
the Company for the year ended 31 December 2023, is set out below:

The summary below does not form part of the audited financial statements.
Year ended 31 December

Notes 2023 2022 2021 2020 2019
\lel0ehe MOP'000  MOP'000  MOP'000  MOP'000

RESULTS

Revenue 1 273,192 477,128 523,278 400,016 451,904
Gross profit 1 59,026 118,341 134,725 76,287 107,519
(Loss)/profit before tax (126,991) 23,758 61,285 45,661 72,904
Income tax (credit)/expenses 1,2 (64) 3,270 9,601 6,265 10,949
(Loss)/profit for the year (126,927) 20,488 51,684 39,396 61,955

As at 31 December
Notes 2023 2022 2021 2020 2019
MOP’000 MOP’000 MOP’000 MOP’000 MOP’'000

ASSETS AND LIABILITIES
Total assets 1,2 (PLFLEES 1,256,904 1,264,969 979,790 735,363
1,2

Total liabilities , 553,065 627,965 658,136 536,470 331,449
Notes:
1. As a result of the adoption of HKFRS 15, Revenue from contracts with customers, with effect from 1 January 2018,

the Group has changed its accounting policies in respect of revenue recognition. In accordance with the transitional
provisions of the standard, the changes in accounting policies were adopted by way of opening balance adjustments
to equity as at 1 January 2018. Figures in years earlier than 2018 are stated in accordance with the policies applicable
in those years.

2. The Group adopted HKFRS 9, Financial instruments from 1 January 2018. As a result, the Group has changed
its accounting policies in relation to financial instruments. As allowed by HKFRS 9, the Group has not restated
information relating to prior years. Differences in the carrying amounts of the financial assets resulting from the
adoption of HKFRS 9 were recognised in retained earnings and reserves at 1 January 2018. There was no difference
in the carrying amounts of the financial liabilities. Prior to 1 January 2018, figures were stated in accordance with the
policies applicable in those years.
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PARTICULARS OF PROPERTIES HELD BY THE GROUP

For the year ended 31 December 2023

Particulars of the principal properties in Macau held by the Group as at 31 December 2023 are as follows:

Properties under construction

Approximate Attributable
gross floor percentage
Location Use area (sq.ft.) Project status interest
A development site located Office use 3,294 Under 100%
at Rua Do Caetano construction
No. 23, 25 and
27, 32, 34,

Coloane, Macau

The properties were under construction as at the date of this annual report and is expected to complete
in 2025.
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