Notes to the Financial Statements For the year ended 31st December, 2004

S

1. GENERAL

The Company is incorporated in Bermuda as an exempted company under the Companies Act 1981 of Bermuda
(as amended) and its shares are listed on the New York Stock Exchange and The Stock Exchange of Hong Kong

Limited (hereafter collectively referred to as the “Stock Exchanges”).

The Group is engaged in the provision of transponder capacity.

2. PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these financial statements are set out below:

(a) Basis of preparation
The financial statements have been prepared in accordance with accounting principles generally accepted
in Hong Kong and comply with accounting standards issued by the Hong Kong Institute of Certified Public

Accountants (“HKICPA”). They have been prepared under the historical cost convention.

HKICPA has issued a number of new and revised Hong Kong Financial Reporting Standards and Hong
Kong Accounting Standards (“new HKFRSs”) which are effective for accounting periods beginning on or
after Tst January, 2005. The Group has not early adopted these new HKFRSs in the financial statements for
the year ended 31st December, 2004. The Group has already commenced an assessment of the impact of
these new HKFRSs but is not yet in position to state whether these new HKFRSs would have a significant

impact on its results of operations and financial position.

(b) Group accounting

(i) Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its

subsidiaries made up to 31st December each year.

Subsidiaries are those entities in which the company, directly or indirectly, controls more than one
half of the voting power; has the power to govern the financial and operating policies; to appoint or
remove the majority of the members of the board of directors; or to cast majority of votes at the

meetings of the board of directors.

The results of subsidiaries and associates acquired or disposed of during the year are included in the

consolidated income statement from the effective dates of acquisition or up to the effective dates of

disposal, as appropriate.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(b) Group accounting (continued)

(i)

Basis of consolidation (continued)

All significant intercompany transactions and balances within the Group have been eliminated on

consolidation.

The gain or loss on the disposal of a subsidiary represents the difference between the proceeds of the
sale and the Group’s share of its net assets together with any unamortised goodwill or negative goodwill
or goodwill/negative goodwill taken to reserves and which was not previously charged or recognised
in the consolidated profit and loss account and any related accumulated foreign currency

translation reserve.

Minority interests represent the interests of outside shareholders in the operating results and net assets

of subsidiaries.

Investments in subsidiaries included in the Company’s balance sheet are stated at cost less any identified
impairment loss. Results of subsidiaries are accounted for by the Company on the basis of dividends

received or receivable during the year.

Associates

An associated company is a company, not being a subsidiary or a joint venture, in which an equity

interest is held for the long-term and significant influence is exercised in its management.

The consolidated income statement includes the Group’s share of the post-acquisition results of its
associates for the year. In the consolidated balance sheet, interests in associates are stated at the
Group’s share of the net assets of the associates plus the goodwill in so far as it has not been amortised,

less any identified impairment loss.

Equity accounting is discontinued when the carrying amount of the interests in an associated company

reaches zero, unless the Group has incurred obligations or guaranteed obligations in respect of the

associates.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(c)

(d)

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group's interest

in the fair value of the identifiable assets and liabilities of associates at the date of acquisition.

Goodwill arising on acquisitions is capitalised within the carrying amount of the associate and is charged
to the income statement on a straight-line basis over its useful economic life or at such time as it is

determined to be impaired.

On disposal of an associate, the attributable amount of unamortised goodwill is included in the determination

of the profit or loss on disposal.

Revenue recognition
Revenue from transponder utilisation agreements is recognised on a straight-line basis over the period of
the agreements. The excess of revenue recognised on a straight-line basis over the amount received and

receivable from customers in accordance with the contract terms is shown as unbilled receivable.

Revenue from the sale of transponder capacity under transponder purchase agreements is recognised on a
straight-line basis from the date of delivery of the transponder capacity until the end of the estimated useful

life of the satellite.

Deposits received in advance in connection with the provision of transponder capacity are deferred and

included in other payables.

Services under transponder utilisation agreements are generally billed quarterly in advance. Such amounts
received in advance and amounts received from the sale of transponder capacity under transponder purchase
agreements in excess of amounts recognised as revenue are recorded as deferred revenue. Deferred
revenue which will be recognised in the following year is classified under current liabilities and amounts

which will be recognised after one year are classified as non-current.

Interest income is accrued on a time basis, by reference to the principal amounts outstanding and at the

interest rates applicable.




Notes to the Financial Statements For the year ended 31st December, 2004

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(e) Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment

losses.

Buildings in the course of development for production, rental or administrative purposes or for purposes
not yet determined, are carried at cost, less any identified impairment loss. Depreciation of these assets,

on the same basis as other property assets, commences when the assets are ready for their intended use.

Depreciation is provided to write off the cost of property, plant and equipment, other than assets under

construction, over their estimated useful lives, on a straight-line basis, at the following rates per annum:

Satellites:

AsiaSat 2 8%

AsiaSat 35S 6.25%

AsiaSat 4 6.67%
Leasehold land Over the term of the lease
Buildings 4%
Tracking facilities 20%
Furniture, fixtures and fittings 20% - 33%
Office equipment 25% -33%
Motor vehicles 25%
Plant and machinery 20%

Assets under construction are not depreciated until construction is complete and the assets are put

into use.

The plant components are depreciated over the period to overhaul. Major costs incurred in restoring the
plant components to its normal working condition to allow continued use of the overall asset are capitalised

and depreciated over the period to the next overhaul.
Improvements are capitalised and depreciated over their expected useful lives to the Group.

The gain or loss arising from disposal or retirement of an asset is determined as the difference between the

sales proceeds and the carrying amount of the asset and is recognised in the income statement.




