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COMPANY RELEASE

No.TEL 286/PR000/UHI/02

Termination of TELKOM’s Exclusivity in Local Fixed Line

Bandung, August 2™, 2002, PT Telekomunikasi Indonesia Tbk. (“TELKOM”) welcomes the
award of fixed line local license to Indosat on August 1, 2002, Under the duopoly competition,
both operators are expected to improve the quality of telecommunication services and to increase
the penetration rate in Indonesia. :

Initially, duopoly will be introduced in Jakarta and Surabaya, and will be commercialized after
the technical preparation, such as network integration and exchange reprogramming to allow
access to TELKOM’s network, is completed.

In addition to that, there are other steps to be taken to support the implementation of duopoly
including:

. Government will calculate the compensation with input from TELKOM and Indosat, and it
should be completed by November 30, 2002. Government will be assisted by a reputable
international independent appraiser.

2. The operating license will be renewed by stating nationwide roll out plan based on the final

agreed result of compensation calculation.

Existing supporting regulations covering interconnection, numbering system and USO will be

applied in the initial stage.

4. Restructuring team together with representatives from Competition Watch Committee
(KPPU), TELKOM and Indosat will oversee the competition policy

(W8]

In the initial stage, the existing regulating instrument can be applied in the interim to support the
introduction of competition. The new regulating instrument is currently under preparation.

With regard to compensation, based on agréement dated July 28, 2000 between TELKOM,
Indosat, Directorate General of Post and Telecommunication, and Deputy Minister for
Restructuring and Privatization of State Owned Enterprise, it has been agreed among others:

- TELKOM'’s cost for adjusting numbering plan and cost of infrastructure over
dimensioning due to competition have to be considered in the calculation of
compensation for early termination of local fixed line exclusivity

- TELKOM and Indosat will submit proposal on compensation for early termination of
their exclusivity rignt to Government based on existing procedures

- Government could give new licenses to TELKOM and Indosat as compensation for the
early termination of exclusivity right

- The compensation will be in form of cash and or new license

The compensation process should be nationwide and should consider all relevant aspects,

especially resolution of joint operating agreement with KSO partners, to ensure a successful
duopoly competition as planned by Government.
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TELKOM will fully support Government’s effort to promote fair, healthy and continuing
competition through equal treatment and equal access supporting regulations, TELKOM will also
support Government’s effort to set up a coordinating team which involves TELKOM, Indosat and
KPPU to oversee competition and to solve arising issues transparently.

TELKOM will support the restructuring of telecommunication sector which could increase
penetration rate and telecommunication services in Indonesia, and TELKOM will protects the
interest of its public shareholders and its other stakeholders
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