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TELKOM PRESS RELEASE

No.Tel.145/PR000/UHI/2002

TELKOM AND ARIAWEST REACH AGREEMENT ON RESOLVING KSO i DISPUTE

Bandung, May 10, 2002 — PT (Persero) Telekomunikasi Indonesia Tbk. (“Telkom”) and PT
AriaWest International (“AriaWest”), Telkom’s partner in the joint operating scheme for the
KSO Reaion Il (West Java-Banten), have reached an agreement to amicably settle all
disputes related to the KSO agreement for Region lll, West Java-Banten. This agreement
was reached following the signing of a Conditional Sale and Purchase Agreement (“SPA”) on
May 8, 2002, pursuant to which Telkom will acquire 100% of AriaWest, which was previously
owned by a consortium that consists of Mediaone International IBV, PT Aria Infotek, and The

Asian Infrastructure Fund.

In this regard, Telkom will pay US$64.5 million (Sixty Four Point Five Million US Dollars) in
cash and US$120 million (One Hundred and Twenty Million US Dollars) in eleven equal semi-
annual installments, without interest, over five and a half years, beginning six months after
closing. US$20 million (Twenty Million US Dollars) from the initial US$64.5 million (Sixty Four
Point Five Million US Dollars) cash payable by Telkom, will be advanced on cr before May
17, 2002, with the remaining US$44.5 million (Forty Four Point Five Million US Dollars) to be
paid on the closing date. Telkom will also assume AriaWest's debt obligations after it has
been restructured. The transaction is still subject to certain condmons including among
others, the restructunng of AriaWest's debt.

As part of the settlement, both parties have agreed to allow Telkom to have limited interim
management control of KSO Unit Ill. This interim management period will take effect only
after certain tax rulings are obtained and continue until August 30, 2002, which is the latest

date the transaction must be completed.

In addition, on the closing date, both parties have agreed on a settlement relating to all
claims between both parties that relate to the KSO Agreement fcr Region I, West-Java-
Banten and to terminate all on-gcing arbitration proceedings in connection with such
disputes. On closing, Telkom and AriaWest will also enter into certain agreements to release
each other from claims under the KSO Agreement. This will include the disputes regarding
the transfer of Rp 74.4 billion (Seventy Four Point Four Billion Rupiah) from the KSO Unit to
AriaWest, given that this settlement will take into account claims from ail parties.

Salomon Smith Barney acted as exclusive financial advisor tc Telkom in these negotiations.
CIBC acted as exclusive financial advisor to the shareholders of AriaWest in these

negotiations.
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About Telkom

Telkom is the principal provider of telecommunications services in Indonesia, providing local
and domestic long distance telephone services with 7.2 million lines in service as of
December 31, 2001. Telkom, either directly or indirectly through its affiliates provides a wide
range of other telecommunications services including maobile and fixed cellular, data
communications, leased lines and certain value-added services. Telkom, a majority state-
owned company, is one of the largest companies in Indonesia with total operating revenues
and operating income for year ended December 31, 2001 of Rp 16,131 billion
(US$1,587 million) and Rp 7,616 billion (US$749 million) respectively. For additional
information, please visit Telkom’s website at www.telkom.co.id.

About AriaWest
AriaWest is a joint venture of Mediaone International IBV (a fully-owned subsidiary of AT&T

Wireless Services, Inc.), PT Aria Infotek, and The Asian Infrastructure Fund. AriaWest was
formed to undertake telecommunications operations in West Java, Region Hi, through a joint
operation agreement with Telkom. The initial agreement was signed on October 20, 1995.

For the fiscal year ending December 31, 2001, the KSO [l West Java region generated
approximately Rp 484 billion of MTR/DTR for Telkom and approximately Rp 275 billion of
DTR for AriaWest. AriaWest currently operates 650,000 lines-in-service in the West Java

region.

For further information, please contact:

PT Telekomunikasi Indonesia Thk. PT AriaWest International

Investor Relations Unit Corporate Communications
Phone: 62-22-4527337 or 62-21-5215109 Phone: 62-21-7398222
Fax: 62-22-7104743 or 62-21-5220500 Fax: 62-21-7243371
E-mail; investor@telkom.co.id

Website: www.telkom.co.id




