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Financ ia l
Statements

Accounting
Policies

Conversion
Rate

Interest Capitalizable to Construction in Progress
Under Indonesian GAAP, one of the criteria for capitalizing
interest cost to a qualifying asset (i.e. construction in
progress) is that the interest should be attributable to the
qualifying asset. The company did not capitalize the
interest incurred on short-term loans in 2001 because the
loans were obtained and utilized for general working capital
purposes.

Landrights
In Indonesia, the title of land rests with the State under
Basic Agrarian Law No. 5 of 1960. Landuse is
accomplished through landrights whereby the holder of
the right enjoys the full use of the land for a stated period
of time, subject to extensions. The landrights generally
are freely tradable and maybe pledged as security under
borrowing agreements. Under Indonesian GAAP, land
ownership based on various kinds of rights is not
depreciated unless it can be foreseen that there is a
remote possibility for the holder to obtain extension or
renewal of rights.

Equipment to be Installed
Under Indonesian GAAP, temporarily idle equipment or
equipment that is awaiting installation is not depreciated.

Pension Plan
The company adopted PSAK No.24, an accounting method
for pension benefits cost that is substantially consistent
with the requirements of U.S. GAAP. Under U.S. GAAP,
starting from January 1, 1991, the accounting for these
benefits is governed by SFAS No.87, "Employees'
Accounting for Pensions".

Bonus to Employees
In 2000, the Company distributed a portion amounting to
Rp 26,713,541,555 of its 1999 net income as bonus to its
employees (see Note 20). The bonus to employees is
treated by the Company as a reduction from retained
earnings.

Revenue Recognition
Under Indonesian GAAP, in accordance with SEC Staff
Accounting Bulletin No. 101, "Revenue Recognition",
revenue from service connection should be deferred and
recognized over the expected term of customer relationship.

Significant
Differences
Between
Indonesian
Gaap and
U.S. Gaap

PT Telekomunikasi Selular (“Telkomsel”) reported its
audited financial statements and operational results for
the year ended December 31, 2001. The Company’s
financial statements are consolidated by PT Telekomunikasi
Indonesia, Tbk. (“TELKOM”; JSX: TLKM; NYSE: TLK;
LSE: TKID). All figures in Telkomsel’s financial statements
are prepared in accordance with Generally Accepted
Accounting Principles in Indonesia (Indonesian GAAP).

Revenue and Expense Recognition
Revenues from service connections are recognized as
income at the time the connections take place and those
from airtime and monthly subscription charges are
recognized when earned.Sales of prepaid card are
recognized upon delivery of starter packs. Prepaid vouchers
are initially recorded as unearned income and then
proportionately recognized as usage revenue based on
successful calls made by subscribers or whenever the
unused stored value of the voucher has expired.Operating
revenues are presented net of interconnection and
international roaming charges.Expenses are recognized
when incurred.

Allowance for Doubtful Accounts
Allowance is provided based upon the evaluation of the
collectibility of the accounts (for 2001 and 2000 an
allowance for doubtful accounts is provided at 2.7% and
3% of subscribers monthly billing, respectively).

Property, Plant and Equipment
Property, Plant and Equipment are stated at cost less
accumulated depreciation. Depreciation is computed on
the straight-line method based on the estimated useful
lives of the assets (e.g.: infrastructures 5-10 years;
supporting facilities and measurement equipment 3-5
years).Property, Plant and Equipment are insured to cover
any possible losses caused by destruction or damage by
riots, strike and malicious act.

Foreign Currency Transaction & Balances
Transactions involving foreign currencies are recorded at
the prevailing rate at the time the transactions are made.
At the balance sheet date, assets and liabilities
denominated in foreign currencies are adjusted to reflect
the prevailing rates of exchange at such date as published
by the Central Bank. The resulting gains or losses are
credited or charged to current operations, except any net
foreign exchange loss on obligations arising from the
acquisition of property, plant and equipment, which are
capitalized to the related asset.

For the purpose of convenient translations, the Statements
of Income use an average middle conversion rate of
Rp.10,266  to the US Dollar from January 2001 through
December 2001 and the rates applied to the Balance
Sheets are the Bank Indonesia middle rate of Rp.10,400
to US $1.00 quoted from Bank Indonesia December 31,
2001.

The financial statements have been prepared in
accordance with Indonesian GAAP, which differ in certain
aspects from U.S. GAAP.

Foreign Exchange Loss on Construction in Progress
Under Indonesian GAAP, starting 1997, foreign exchange
loss on borrowings used to finance the construction of
assets should be capitalized. Under U.S. GAAP, foreign
exchange differential would be included in current
operations.



PT Telekomunikasi Selular ("Telkomsel"/"the Company"") was officially established in 1995.
The Company is currently owned by PT Telekomunikasi Indonesia, Tbk. ("Telkom": JSX:
TLKM; NYSE: TLK; LSE: TKID) with 77.72% of shares and Singapore Telecom (”Singtel”:
SGX: TELE.SI) with 22.28% of shares. Telkomsel is the largest cellular telecommunications
services company in Indonesia with approximately 50% of total cellular market.
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During the year 2001, Telkomsel employees completed
an average of 5.96 mandays training per employee.

Singtel has replaced KPN Mobile and Setdco Megacell
Asia as Shareholder in Telkomsel by taking over the shares
on October 31, 2001.

Telkomsel performance is driven by the following
management policies:

During 1997 to December 2001, concentration was
emphasized on efforts responding to the financial crisis
and ensuring steady cash inflows by: Implementing vendor
financing and deferring payments of liabilities to vendors
launching prepaid card services, bundling products and
keeping on innovating Improving billing and collection
processes.

By 2000, although concern for quality of service and
network had been slightly set aside by the management,
Telkomsel had settled all of its liabilities under vendor
financing schemes. Capacity expansion had been wholly
financed by EBITDA from 2000 results. This situation led
to a significant decrease in cash balance.

To pay liabilities denominated in foreign currencies to
vendors, Telkomsel buys the relevant foreign currencies
periodically. Due to the unstable rate of exchange of
Rupiah, Telkomsel has suffered accounting foreign
exchange loss in its Statements of Income, resulting from
the difference of its cash & current assets balances and
liability balance in foreign currencies.

For the year 2001, Telkomsel’s management policies were
aimed creating more value with aggressive responses to
the tightly competitive market for the next five years.
Those policies are being deployed in the following strategic
imperatives:

Synergies with Shareholders.
Investing ahead of growth.
Marketing/innovation engine.
Data service incubator.
Enabling infrastructure.
Service culture.
High performance organization.

To deploy and implement the above programs, Telkomsel
has reengineered its business processes through
outsourcing and partnerships. These programs are
supported by:

Turnkey-based umbrella contracts with local and global
vendors. This is intended to accelerate the fulfillment
of all supply and construction projects, to significantly
decrease administrative clerical work, to reduce cost
and to replace the previous advanced payment scheme
with a new scheme whereas payments will be made
upon the full installments and integration of the equipment
and infrastructures (“payment after on-air” scheme).

Early October 2001, Telkomsel has been provided with a
bank overdraft facility of Rp.500 billion.

Telkomsel will continue aggressively expanding its network.
Capex will be funded out of the operational cash flow in
combination with various other sources of fund.

Balance Sheet

Capital
Expenditure

Customer Base

Management
Policies

For the year 2001 the Company reported a net income of
Rp.2,044 billion, representing an increase of 51.89%
compared to the comparable period of 2000. The growth
of net income is mainly attributable to the increased
number of the prepaid card (simPATI) subscribers.

Total operating revenues grew by 75.56%, from Rp.2,801
billion in the twelve months of 2000 to Rp.4,918 billion in
the comparable period of 2001; while total operating
expenses grew by  70.24% from Rp.834 billion in 2000
to Rp.1,419 billion 2001. These resulted in an 82.45%
increase in operating income (EBIT) from Rp.1,637 billion
in the year 2000 to Rp. 2,986 billion in 2001.

EBITDA for 2001 grew by 77.81% from Rp.1,968 billion
in 2000 to Rp.3,499 billion in 2001. EBITDA margin was
71.15% for 2001, an increase compared to an EBITDA
margin of 70.25% in the year 2000.

From December 2000 to December 2001, Telkomsel’s
Total Assets increased from Rp.4,704 billion to Rp.7,459
billion. Meanwhile, Current Liabilities increased from
Rp.1,194 billion to Rp.2,212 billion, mostly due to the
increases of the operating & investing activities and a
short term loan disbursement in October 2001. Total
Stockholders’ Equity increased from Rp.3,490 billion to
Rp.5,220 billion.

By December 31, 2001, the Company had added
approximately Rp.2.97 trillion investment for network
infrastructures and other investments such as billing
system and up-graded operation maintenance centers.

During the year of 2001, the Company installed 584 new
BTS, 6,186 TRX, and added 1,185,000 subscribers in the
capacity of HLR. These figures show an increase of
41.39%, 70.34% and 42.55% respectively (compared to
the figures in 2000).

As of December 31, 2001, Telkomsel recorded 3,252,032
subscribers consisting of 865,211 postpaid subscribers
representing 26.61% of total subscribers and 2,386,821
prepaid subscribers representing 73.39% of total
subscribers.

In the year 2001, the total of additional subscribers was
1,564,693, which is 136.31% higher than the 662,118
subscribers of the same period of 2000. Of the net
additional subscribers, 207,775 are postpaid (kartuHALO)
and 1,356,918 are prepaid (simPATI) subscribers.

In the year 2001, a number of 177,514 postpaid subscribers
and 120,403 prepaid subscribers churned their
connections, while in the comparable period of 2000, a
number of 112,840 postpaid subscribers and 113,763
prepaid subscribers churned their connection.

In the year 2001, the ARPU derived from postpaid card
(kartuHALO) and prepaid card (simPATI) subscribers
increased by 2.14% and 7.77%, respectively, compared
to the same period in 2000.

ARPU from kartuHALO subscribers, which was Rp.287
thousand in 2001 and Rp.281 thousand in 2000, is higher
than that of simPATI (Rp.111 thousand in 2001 and Rp.103
thousand in 2000). The blended ARPU decreased by
5.03% in the two comparable periods. This is due to the
proportion of kartuHALO subscribers to the total
subscribers decreasing from 38.96% to 26.61% in the
same periods.

As of December 31, 2001, Telkomsel employed 2,319
persons throughout Indonesia. The number represents
an efficiency ratio of 1,402 subscribers per employee or
an increase of 46.04% compared to the figure in 2000 of
960 subscribers per employee.
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