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- Macro Telecom Trends

’7 Indonesia Telecoms Outlook



* Bridging digital divide
* Public-private partnership/ Regulatory apparatus
* IPTV gaining traction

» Lower growth rates to late teens compared to 07-08
» Tariff wars, and marginal subs eroding profitability
* Issues like churn and multiple SIMs

* Significant acceleration in adoption in 2008 : ~ 40% of net adds in
countries with 3G
» Network improvements due to HSPA
» Dongles with flat rate pricing

* Smartphones to become mainstream by 2010
* Rise of application stores change telco VAS paradigm
 Greater risk of disintermediation for telcos

» 3G, mobile broadband and coverage expansion drive network capex
! : * OSS- BSS transformation continues
» Segmentation of managed services market



Sweating of Copper infrastructure is still critical

like Japan, South Korea and Taiwan.
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Video has overtaken data as the primary driver of |  nternet traffic
Global Consumer Internet Traffic Mix Global Consumer Internet Traffic Forecast
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Internet video was 25% of traffic and if we assume 60% of

P2P is video, it accounts for 55% of traffic ) _ ) )
Global Internet Video is expected to grow 13 times in 5 years

Growth of Internet Video to PC is slowly arresting the growth
of P2P

Source: Cisco Visual Networking Index
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SIM card penetration will reach 80% by 2014 leading
subscribers. However the revenue growth rates could
mature markets .
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Asia’s mobile ARPU is expected to continue to decli ne steadily over the next
five years and is already at the US$2-US$3 in many  emerging markets. Data
currently accounts for 27% of the region’s ARPU and IS expected to grow to

37% by 2014.
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Only a few emerging market operators still boast a higher EBIDTA margin than
emerging market operators as of 2Q09.
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Wider variety of devices beyond smartphones and lap tops is a reality

Niche Connected Netbooks and

Smartphones MIDs devices devices laptops

« Smartphone and netbooks to overtake PC shipments gi ving unprecedented scale

* New thin form factor for connectivity : 28,5x33,5x2  ,3mm, solderable on board

* MIDs to be niche, currently lacks scale

» Mi-fi routers (launched by Vodafone/3), multiple dev  ices to one router powered by
HSPA

* Virtualization on mobile as thin clients could be a game changer
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By the end of 2008 25% of the region’s mobile devic  es were Internet-enabled, with 15%
being 2.5G enabled and 9% 3G enabled. Going forwar d we expect this number to increase
dramatically by 2014 when around half of the region  ’s devices will be able to receive an
Internet connection.
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Mobile broadband is gaining between 30-50% of incre  mental broadband additions
iIn most markets after launch of HSPA and 3G dataca rds (35% of incremental adds
by 2013)

Mobile broadband’s share of incremental broadband

In Indonesia and Philippines the mobile
broadband subs are already higher than
fixed broadband subs
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The dumb-pipe risk occurs when the network provider

the usage stimulators

Early Hype
Phase

Driven by the

Fixed

- dotcom bust
WAP and

Mobile Europe 3G

- licensing

Network
Improvement
phase

1 Mbps +
becomes a
standard offering

Expansion from
UMTS to HSDPA

Aggressive
conversion to
improve
network
utilization

Attractive pricing
and always on
connections

USB Dongles
Smartphones
Elat rate pricing

Is dis-intermediated by

Usage
stimulation

Web 2.0 Services /
Youtube etc

App stores
Wider variety of
services



The challenges of fixed broadband economics are beg Inning to show in mobile
broadband as well

Huge data traffic volume
increase; data > voice in most
HSPA networks

More than 50% data traffic video
and P2P

Most pricing models “all you
can eat”

Declining Average Profit per
Megabyte (APPMB)

Cost curve potential to overtake
revenue curve



Mobile broadband would find it tough to compete whe n usage goes beyond 4-5
GB a month and will have unfavorable economics

Usage in MB per month Mobile will reach fixed type usage Leading to a change in
behavior in 2-3 yrs economics of mobile
broadband
Share of users
Developed 10.00 Backhaul Kbps per provisioned user
marl<§tbf|xed 6 z\a% 352}(/)%UN?(B) ' . . At 4-5 GB per month
Flat rate with fair usage policy
Avg =1 GB 40
Develping
market fixed 4,000
BB
Current Current
Mobile BB avg 1500 B
usage limited package _ _ _
- * 12-15 times increase in
backhaul capacity
iPhone | 900 * More number of cells to
\ manage RAN capacity
Heavy p2p users * Limited availability of
spectrum
MB/month/user * Significant increase in

capex per sub : $ 350 — 400

#




Getting the pricing right is critical for profitabi lity of the mobile broadband

business case
NPV Analysis

For an usage level of 1 GB per month, the positive NPV generation ARPU
should be close to $ 20 per month (assuming 65% of new capex goes for
data and 60% of peak utilization and no incrementf  rom voice)

The above can be reduced to $ 15 per month based on  various market

and operator conditions
Source : Frost and Sullivan, JP Morgan Analysis
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The app store success has significant implications for telcos

Rapid change within a year Implications for telcos

» Creates an open source
innovation platform

 Single marketplace,

 Centralized billing

* Immediate provisioning

» On-device discovery

* Revenue distribution
model

* App stores being developed
by operators as well like T-
Mobile and O2

* What should be the number
of apps to start with and the
pricing of the same?

%
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Operators are ramping up their capabilities to compete with a pp stores

Options

* O2 Litmus
* Orange
* Vodafone

« Joint Innovation Lab
formed by
* China Mobile
» Softbank
* Verizon Wireless
* Vodafone

2 * Amdocs App Store
% Framework
* Ericsson hosted
services
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There are strong factors driving bandwidth usage
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#1 Slowing subscriber addition

Subscriber growth rates

slowing down
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1 1 90%
200,000 | Z/_ + 80%
/ + 70%

150,000 | + 60%
/ + 50%
100,000 | + 40%
/ +30%

Subscriber acquisition cost
would increase as ARPU
declines

Important considerations
Reaching out to BoP

New services /

Total Mohile Subscribers (0005s)
Mobile Penetration Rate (%)

segmentation 50,000 + 1200
+ 10%

Capex and Opex
0 0%

optimization 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014

== Total Mobile Subscribers (000s) | 31814| 51252 |69,757| 104,49 150,29 | 183,27|204,80/ 219,38 227,75/ 234,58/ 237,80
SerV|Ce rO”OUtS —e— Mohile Penetration Rate (% 14.2% | 22.4%| 30.1%| 44.6% 63.3%| 76.3%] 84.3%) 89.3%| 917%| 93.7%| 94.7%




#2 Declining ARPU and increasing MOU

Driven by price wars and market expansion, RPM (alb  eit marginally) and ARPU
would continue to decline (reach around US$ 3.6 by 2014)

The rate of growth of MOU would however decrease an  d thus put pressure on
growth
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#3 MoU increase would slow down and ...

Indonesia has one of the
lowest MoUs albeit

- - Country Voice RPM
increasing ($/min)
One of the higher SMSs per India ~0.02
sub per month (~ 100 in 2008

compared to 20 for India and Indonesia | ~ 0.023

~ 600 for Philippines)

Price consolidation in 2009 Thailand <0.02

may not be permanent

: ) Philippines | <0.24
Theoretical bottoming out of

RPM could be as low as US$
1 cent per minute

China 0.03




#3 ... Capex per MoU will decrease very

marginally

Indonesia which had the
highest Capex/MoU in
2005 through 2007 has
now one of the lowest

8998 899C

Increase in MoU =$> = @8
Decrease in Capex by
nearly 15 percentage
points in 2009

&
A

N
>

2008 levels not expected
until next generation

technology refresh All numbers in US$ cents per minute

However limited
efficiencies expected in
the future



#4 Pricing Gains could reverse

MQOUSs not increasing

significantly
Non-significant change in 14000 7 T 50%
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#5 Margin dynamics would change

Competition, maturity and operating costs and decli ning revenue
growth will impact margins as MoU increases in the next few years

EBIDTA margin would continue to decline for the lea  ding 3 operators

Highest EBIDTA to be achieved by 2011 and then decl ine for the industry

As the capex to sales ratio would decline, the EBIT margins would
remain near constant until the next technology refr esh

We expect in the competitive market of Indonesia,t  he sustainable RPM
to be as low as US$ 1 cents per minute



#6 Cost management would drive operational

efficiency

Low-hanging cost efficiency gains have already been realized
One of lowest capex per MoU and significant reducti on of capex

Low SG&A expenses (around 8% of sales comparedtoa n Asian average
of around 14%)

Low employee costs (around 8% of sales compared to an Asian average
of around 10%)

Efficiencies to be driven by non-traditional method S
Improved network usage

Automation in processes across the service life-cyc le

OSS/BSS transformation



#7 Network Optimization Is important

Network dimensioning to support
usage and data services and service
awareness

Backhaul capacity and efficiency both
In mobile and fixed networks

Call quality improvement
Re-use of core and backhaul networks
Multi-service network design

Efficient network throughput



#8 Underutilized VAS provides opportunity

Philippines ]
Japan |

New Zealand |
Indonesia |
Australia |
Hong Kong |
Malaysia |
Singapore |
China |
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Thailand |
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Taiw an |
Bangladesh |
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Non-Messaging Data ARPU m Messaging VAS ARPU

Indonesia has one of the lowest contributions of no n-messaging VAS to total
mobile data revenues though the figure has increase d from 2007

Non-messaging gaining traction
Pull-push effect will continue to drive the adoptio nin the next 12-24 months



#9 Mobile Broadband would continue to be a key

opportunity
T
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#10 Enterprise Opportunity Is big but needs

specific skill-sets

Leverage the core strengths of a telco (carrier gra  de connectivity,
scale, and customer access) to address the business markets

Cloud services
SaaS and laaS
Application Networking

WAN Optimization New Sales Model Optimized sales

Unified Communications channel

EMC SDP/OSS Partnerships

Managed Services ) ) ) ’

Security SOA Saas | Hosted If erviceg o _
Application Delivery

IP Telephony

MOb”Ity Services Blending Portfolio optimization

Contact Centers

Industry solutions Data Center as a Platform Network as a Platform







