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ANNOUNCEMENT
APT (HK), a wholly-owned subsidiary of the Company, purchased on 15 March 2006 Tax Reserve Certificates
of HK$78,385,377 in respect of a tax assessment issued by the IRD in respect of profits tax of 2000/2001.
Investors and shareholders of the Company are advised to exercise caution when dealing in the securities of the
Company.
This announcement is made pursuant to rule 13.09 of the Listing Rules for the purpose of providing information
in respect of the tax dispute procedure arising from the Agreement.
INTRODUCTION
The Directors would like to announce that APT (HK), a wholly-owned subsidiary of the Company, purchased on
15 March 2006 Tax Reserve Certificates of HK$78,385,377 in respect of holding over the tax in dispute regarding
APSTAR IIR.
BACKGROUND
As set out in the announcements of the Company dated 18 August 1999, 8 September 1999 and 3 December 1999
and the circular of the Company dated 20 September 1999, the Company entered into the Agreement, pursuant to
the Agreement all of the transponders of APSTAR IIR and the entire business of APSTAR IIR were transferred
to Loral Asia (except one transponder). APT HK received HK$704,810,000 and HK$1,409,945,000 during the years
ended 31 December 1999 and 2000, respectively. Upon the completion of the Agreement on 28 September 1999,
all of the risks and rewards associated with the transponders have been transferred to Loral Asia.
In the financial statements of the Company for the year ended 31 December 1999, APSTAR IIR was disposed of
and the net gain of HK$389,744,000 was recognized as a disposal of fixed assets and by deducting the cost of
the satellite (except one transponder) and the expenses in relation to the Agreement. On 5 May 2003, APT (HK)
received IRD’s letter which has proposed to treat the proceeds received as taxable income with a corresponding
entitlement to statutory depreciation allowance in respect of APSTAR IIR. APT (HK) has claimed the proceeds as
a non-taxable capital gain in 1999/2000 Profits Tax return. On the basis of independent professional advice received
by the Company as at the relevant financial years, the Company recorded in the notes to financial statements set
out in the annual reports of the Company since 2003 an estimated tax exposure of HK$56,000,000 but no provision
has been recognised in the Company’s financial statements as the Company believed that it had a reasonable likelihood
of success in defending its position that the gain derived from the transaction under the Agreement should be capital
in nature and should be treated as non-taxable.
RECENT DEVELOPMENT
APT (HK) received a notice of assessment for the year 2000/01 from IRD dated 23 January 2006. In the notice
IRD has included in the assessable profits an amount of proceeds of HK$1,409,945,000 received by APT (HK) in
r e s p e c t o f A P S TA R I I R d u r i n g t h e y e a r e n d e d 3 1 D e c e m b e r 2 0 0 0 . T h e t a x a s s e s s e d t o b e p a y a b l e w a s
HK$212,846,409.
APT (HK) has lodged an objection against the IRD’s assessment on the grounds it is excessive as:
(a)

the sale proceeds from the disposal of satellite APSTAR IIR were capital receipts not subject to profit tax;
and

(b)

the losses incurred for the previous years of assessment have not been set off against the assessable profits
for the year of assessment 2000/2001 if there is any.

On 24 February 2006, the IRD has issued a notice to APT (HK) confirming that the entire tax in dispute would
be held over on condition that the Company purchases HK$78,385,377 of Tax Reserve Certificates by 15 March
2006 and the balance of the amount, HK$134,461,032, would be held over unconditionally.
Since the receipt of the above mentioned notices, the Company has obtained external legal and tax advices, and
the Company believes that it has a reasonable likelihood of success in defending its position that the gain derived
from the transaction should be capital in nature and should be treated as non-taxable. Nevertheless, in order to fulfill
the condition of hold over of tax payment, APT (HK) purchased on 15 March 2006 Tax Reserve Certificates of
HK$78,385,377.
APT (HK) is awaiting the Commissioner of Inland Revenue’s determination of the objection raised. Such determination
may confirm, reduce or increase the amount assessed and set out the reasons therefor.
GENERAL
The Company will make further announcement when there is any material progress in the tax review procedure.
Investors and shareholders of the Company are advised to exercise caution when dealing in the securities of the
Company.
DEFINITIONS
Terms used in the announcement shall have the following meanings:–
“Agreement”

Lease agreement by and between Loral Asia and APT (HK) dated 18 August 1999 (as
supplemented by a supplemental agreement dated 2 December 1999. For details, please refer
to the announcements of the Company dated 18 August, 1999, 8 September, 1999 and 3
December 1999 and the circular of the Company dated 20 September 1999);

“APSTAR IIR”

a satellite based on FS 1300 with 28 C-band transponders and 16 Ku-band transponders
supplied by Space Systems/Loral, Inc.;

“APT (HK)”

APT Satellite Company Limited, a company incorporated in Hong Kong and a wholly-owned
subsidiary of the Company;

“Company”

APT Satellite Holdings Limited, a company incorporated in Bermuda with limited liability
which securities are listed on the Stock Exchange and the New York Stock Exchange;

“Directors”

the directors of the Company;

“IRD”

the Inland Revenue Department of the Hong Kong Government;

“Listing Rules”

Rules Governing the Listing of Securities on the Stock Exchange;

“Loral Asia”

Loral Asia Pacific Satellite (HK) Ltd.;

“Stock Exchange”

The Stock Exchange of Hong Kong Limited; and

“HK$”

Hong Kong dollars, the legal currency of Hong Kong.
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