PERUSAHAAN PERSEROAN (PERSERO)
PT PERUSAHAAN LISTRIK NEGARA

(incorporated in the Republic of Indonesia with limited liability)

U.S.$5,000,000,000
Global Medium Term Note Program

Under this U.S.$5,000,000,000 Global Medium Term Note Program established on April 25, 2018 (the “Program”), Perusahaan Perseroan (Persero) PT Perusahaan Listrik
Negara (the “Company”), subject to compliance with all relevant laws, regulations and directives, may, from time to time, issue notes in bearer or registered form (the
“Notes”).

The maximum aggregate principal amount of all Notes from time to time outstanding under the Program will not exceed U.S.$5,000,000,000 (or its equivalent in other
currencies determined at the time of the agreement to issue), subject to any duly authorized increase. The Notes may be denominated in U.S. dollars, Euros and such
other currencies as may be agreed between the Company and the Relevant Dealers (as defined below) subject to all legal and regulatory requirements applicable to
issuances in particular currencies. The Notes may bear interest on a fixed or floating rate basis, be issued on a fully discounted basis and not bear interest, or be indexed.

The Notes may be issued on a continuing basis to the Dealers and any additional Dealer(s) appointed under the Program from time to time pursuant to the terms of a
Program Agreement dated April 25, 2018 (as same may be amended from time to time, the “Program Agreement”), which appointment may be for a specific issue or on
an ongoing basis (each, a “Dealer” and, together, the “Dealers”). References in this Offering Memorandum to the “Relevant Dealer.” in the case of an issue of Notes
being (or intended to be) subscribed by more than one Dealer, shall be to all Dealers agreeing to subscribe for such Notes.

Notes will be issued in Series (each, a “Series”), with all Notes in a Series having the same maturity date and terms otherwise identical (except in relation to issue dates,
interest commencement dates, issue prices and related matters). Notes of each Series may be issued in one or more tranches (each, a “ Tranche”) on different issue dates.
Details applicable to each particular Series or Tranche will be supplied in a pricing supplement to this Offering Memorandum (each, a “Pricing Supplement”), which will
contain the aggregate principal amount of the Notes, interest (if any) payable in respect of Notes, the issue price of Notes and any other terms and conditions not contained
herein which are applicable to each Tranche. This Offering Memorandum may not be used to consummate sales of Notes, unless accompanied by a Pricing Supplement.

The price and amount of Notes to be issued under the Program will be determined by the Company and the Relevant Dealer at the time of issue in accordance with
prevailing market conditions.

Application has been made to the Singapore Exchange Securities Trading Limited (the “SGX-ST”) for permission to deal in, and for the listing and quotation of, any
Notes to be issued pursuant to the Program and which are agreed at or prior to the time of issue thereof to be so listed on the SGX-ST. Such permission will be granted
when such Notes have been admitted to the Official List of the SGX-ST (the “Official List”). The SGX-ST assumes no responsibility for the correctness of any of the
statements made or opinions expressed or reports contained herein. Admission to the Official List and quotation of any Notes on the SGX-ST are not to be taken as an
indication of the merits of the Company and its respective subsidiaries and associated companies, the Program or the Notes. Notice of the aggregate nominal amount of
the Notes, interest (if any) payable in respect of the Notes, the issue price of the Notes and certain other information which is applicable to each Tranche of Notes will
be set out in the relevant Pricing Supplement which, with respect to Notes to be listed on the SGX-ST, will be delivered to the SGX-ST on or before the date of issue
of the Notes of such Tranche. Unlisted Notes may be issued under the Program. The relevant Pricing Supplement in respect of any Series will specify whether or not
such Notes will be listed and, if so, on which exchange(s) the Notes are to be listed. There is no assurance that the application will be approved.

Application has been made to the London Stock Exchange plc (the “London Stock Exchange”) for the Notes to be admitted to the London Stock Exchange's International
Securities Market (the “ISM"). The ISM is not a regulated market for the purposes of the Markets in Financial Instruments Directive 2014/65/EU (as amended, “MiFID
1.

The ISM is a market designated for professional investors. Notes admitted to trading on the ISM are not admitted to the Official List of the United Kingdom
Listing Authority. The London Stock Exchange has not approved or verified the contents of this Offering Memorandum.

Notes of each Series to be issued in bearer form (“Bearer Notes”) will initially be represented by interests in a temporary global Note or by a permanent global Note,
in either case in bearer form (each a “ Temporary Global Note” and a “Permanent Global Note,” respectively), without interest coupons, which may be deposited on the
relevant date of issue (the “Issue Date”) with a common depositary on behalf of Clearstream Banking S.A. (“Clearstream”) and Euroclear Bank SA/NV (“Euroclear”)
(the “Common Depositary”) or any other agreed clearance system compatible with Euroclear and Clearstream and will be sold in an “offshore transaction” within the
meaning of Regulation S (“Regulation S”) under the United States Securities Act of 1933, as amended (the “Securities Act”). The provisions governing the exchange of
interests in Temporary Global Notes and Permanent Global Notes (each, a “Bearer Global Note") for other Bearer Global Notes and individual definitive Bearer Notes
(“Definitive Bearer Notes”) are described in “Forms of the Notes.” Definitive Bearer Notes will only be available in the limited circumstances as described herein.

Notes of each Series to be issued in registered form (“ Registered Notes”) sold in an offshore transaction will initially be represented by interests in a global unrestricted
Note, without interest coupons (each an “Unrestricted Global Security”). Notes of each Series sold to a qualified institutional buyer (“QIB") within the meaning of Rule
144A under the Securities Act (“Rule 144A™), as referred to in, and subject to the transfer restrictions described in, “Subscription and Sale” and “Transfer Restrictions”
will initially be represented by interests in a global restricted Note, without interest coupons (each a “Restricted Global Security” and together with any Unrestricted
Global Security, the “Registered Global Securities”). Registered Global Securities will be deposited with: (i) a custodian for, and registered in the name of a nominee
of, the Depositary Trust Company (“DTC") for the accounts of its participants, including Euroclear and Clearstream, or (ii) a Common Depositary for, and registered
in the name of a common nominee of, Euroclear and Clearstream, or (iii) other clearing system, in each case, as specified in the applicable Pricing Supplement. See
“Global Clearance and Settlement Systems.”

Notes in definitive registered form will be represented by registered certificates (each, a “Certificated Security”), one Certificated Security being issued in respect of
each Noteholder’s entire holding of Notes of one Series and will only be available in the limited circumstances as described herein.

The Program has been rated BBB by Fitch Ratings Ltd. (“Fitch”) and Baa2 by Moody’s Investor Services, Inc. (“Moody’s”). Notes of any Series issued under the Program
may be rated or unrated. When an issue of Notes is rated, its rating will not necessarily be the same as the rating applicable to the Program. A rating is not a
recommendation to buy, sell or hold securities and may be subject to suspension, revision, downgrade or withdrawal at any time by the assigning rating agency.

Prospective investors should have regard to the factors described under the section headed “Risk Factors” in this Offering Memorandum.

The Notes have not been and will not be registered under the Securities Act nor with any securities regulatory authority of any state or other jurisdiction and the Notes
may include Bearer Notes that are subject to U.S. tax law requirements. Subject to certain exceptions, the Notes may not be offered, sold or delivered within the United
States or to, or for the account or benefit of, U.S. persons (as defined in Regulation S). Bearer Notes may not be offered, sold or delivered within the United States or
its possessions or to a United States person (as defined in the U.S. Internal Revenue Code of 1986, as amended (the “Code")). Prospective purchasers are hereby notified
that sellers of Notes may be relying on the exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A. See “Transfer Restrictions.” An
offering of Notes under this Program will not constitute a public offering in Indonesia under Law Number 8 of 1995 on Capital Markets. The Notes may not be offered
or sold in Indonesia or to Indonesian citizens, wherever they are domiciled, or to Indonesian residents, in a manner which constitutes a public offering under the laws
and regulations of Indonesia.
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STANDARD CHARTERED BANK STANDARD CHARTERED BANK MANDIRI SECURITIES
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(SINGAPORE) LIMITED

ANZ BNP PARIBAS

The date of this Offering Memorandum is April 25, 2018



This document is to be read in conjunction with all documents which are deemed to be
incorporated herein by reference (see “Documents Incorporated by Reference”).

Our Company accepts responsibility for the information contained in this Offering Memorandum. To
the best of the knowledge of our Company, having taken all reasonable care to ensure that such is the
case, the information contained in this Offering Memorandum is in accordance with the facts and
contains no omission likely to affect its import. Our Company accepts responsibility accordingly.

No person has been authorized to give any information or to make any representation other than those
contained in this Offering Memorandum and, if given or made, such information or representations
must not be relied upon as having been authorized by our Company, the Arrangers, any of the Dealers,
the Trustee, the Paying Agent or the Registrar (each as defined herein) or any other person. Neither
the delivery of this Offering Memorandum nor any sale in connection therewith shall, under any
circumstances, constitute a representation or create any implication that the information contained
herein is correct as of any time subsequent to the date hereof or that there has been no change in the
affairs of any party mentioned herein since that date.

The distribution of this Offering Memorandum and the offer or sale of Notes may be restricted by law
in certain jurisdictions. Neither our Company nor any of the Dealers represents that this Offering
Memorandum may be lawfully distributed, or that any Notes may be lawfully offered, in compliance
with any applicable registration or other requirements in any such jurisdiction, or pursuant to an
exemption available thereunder, or assume any responsibility for facilitating any such distribution or
offering. In particular, no action has been taken by our Company or the Dealers which would permit
a public offering of any Notes or distribution of this Offering Memorandum in any jurisdiction where
action for that purpose is required. Accordingly, no Notes may be offered or sold, directly or
indirectly, and neither this Offering Memorandum nor any advertisement or other offering material
may be distributed or published in any jurisdiction, except under circumstances that will result in
compliance with any applicable laws and regulations and the Dealers have represented that all offer
and sales by them will be made on the same terms. Persons into whose possession this Offering
Memorandum or any Notes come must inform themselves about and observe any such restrictions. In
particular, there are restrictions on the distribution of this Offering Memorandum and the offer or sale
of Notes in the United States, the European Economic Area, the United Kingdom, Singapore, Hong
Kong and Japan. For a description of these and certain further restrictions on offers and sales of the
Notes and distribution of this Offering Memorandum, see “Subscription and Sale” and “Transfer
Restrictions.”

The SGX-ST takes no responsibility for the contents of this Offering Memorandum, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
Offering Memorandum.

This document does not constitute an offer of, or an invitation by or on behalf of our Company, the
Arrangers or any of the Dealers to subscribe for or purchase, any Notes.

Subject as provided in the applicable Pricing Supplement, the only persons authorized to use this
Offering Memorandum in connection with an offer of Notes are the persons named in the applicable
Pricing Supplement as the Relevant Dealer or any other persons named in the section “Non-exempt
Offer” of the Pricing Supplement (if any), as the case may be.

No representation, warranty or undertaking, express or implied, is made and no responsibility or
liability is accepted by any of the Arrangers, any of the Dealers, the Trustee, the Paying Agent or the
Registrar (each as defined herein) or any other person to the accuracy, adequacy, reasonableness or
completeness of the information contained in this Offering Memorandum in connection with the
Notes, their distribution or their future performance. To the fullest extent permitted by law, none of
the Dealers or the Arrangers, the Trustee, the Paying Agent or the Registrar accepts any responsibility
for the contents of this Offering Memorandum or for any other statement, made or purported to be



made by the Arrangers or Dealers or on their behalf in connection with the Company, or the issue and
offering of the Notes. The Arrangers and each Dealer accordingly disclaim all and any liability
whether arising in tort or contract or otherwise (save as referred to above) which it might otherwise
have in respect of this Offering Memorandum or any such statement.

Neither this Offering Memorandum nor any other information supplied in connection with the Program
or any Notes is intended to provide the basis of any credit or other evaluation or should be considered
as a recommendation or constituting an offer by our Company, the Arrangers, any of the Dealers, the
Trustee, the Paying Agent or the Registrar that any recipient of this Offering Memorandum should
purchase any of the Notes. Each investor contemplating purchasing any Notes should make its own
independent investigation of the financial condition and affairs, and its own appraisal of the
creditworthiness, of our Company. Each potential purchaser of Notes should determine for itself the
relevance of the information contained in this Offering Memorandum and its purchase of Notes should
be based on such investigation as it deems necessary.

We have not authorized anyone to provide prospective investors with information that is different.
This Offering Memorandum may only be used where it islegal to sell these securities. The information
in this Offering Memorandum may only be accurate on the date of this Offering Memorandum.

THE NOTESHAVE NOT BEENAND WILL NOT BE REGISTERED UNDER THE SECURITIES
ACT NOR WITH ANY SECURITIES REGULATORY AUTHORITY OF ANY STATE OR
OTHER JURISDICTION OF THE UNITED STATES. SUBJECT TO CERTAIN EXCEPTIONS,
THE NOTES MAY NOT BE OFFERED OR SOLD OR, DELIVERED WITHIN THE UNITED
STATESOR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S. PERSONS (ASDEFINED IN
REGULATION S).

BEARER NOTES ARE SUBJECT TO U.S. TAX LAW REQUIREMENTS AND MAY NOT AT
ANY TIME BE OFFERED, SOLD OR DELIVERED WITHIN THE UNITED STATESOR ITS
POSSESSIONS OR TO A UNITED STATES PERSON, EXCEPT IN CERTAIN TRANSACTIONS
PERMITTED BY U.S. TREASURY REGULATIONS. TERMS USED IN THIS PARAGRAPH
HAVE THE MEANINGS GIVEN TO THEM BY THE U.S. INTERNAL REVENUE CODE OF
1986, AS AMENDED, AND U.S. TREASURY REGULATIONS PROMULGATED
THEREUNDER.

THIS OFFERING MEMORANDUM HAS BEEN PREPARED BY THE COMPANY FOR USE IN
CONNECTION WITH THE OFFER AND SALE OF NOTES OUTSIDE THE UNITED STATES
TO NON-U.S. PERSONS IN RELIANCE ON REGULATION S AND IN THE CASE OF
REGISTERED NOTES, IF PROVIDED IN THE RELEVANT PRICING SUPPLEMENT,
WITHIN THE UNITED STATES TO QIBS IN RELIANCE ON RULE 144A. PROSPECTIVE
PURCHASERSARE HEREBY NOTIFIED THAT SELLERSOF REGISTERED NOTESMAY BE
RELYING ON THE EXEMPTION FROM THE PROVISIONS OF SECTION 5 OF THE
SECURITIES ACT PROVIDED BY RULE 144A. FOR A DESCRIPTION OF THESE AND
CERTAIN FURTHER RESTRICTIONS ON OFFERS, SALES AND TRANSFERS OF NOTES
AND THE DISTRIBUTION OF THIS DOCUMENT, SEE “SUBSCRIPTION AND SALE” AND
“TRANSFER RESTRICTIONS.”

THE NOTES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S. SECURITIES
AND EXCHANGE COMMISSION, ANY STATE SECURITIESCOMMISSION IN THE UNITED
STATES OR ANY OTHER U.S. REGULATORY AUTHORITY, NOR HAS ANY OF THE
FOREGOING AUTHORITIES PASSED UPON OR ENDORSED THE ACCURACY OR
ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENCE IN THE UNITED STATES.



NOTICE TO PROSPECTIVE INVESTORS IN THE EUROPEAN ECONOMIC AREA

THIS OFFERING MEMORANDUM HAS BEEN PREPARED ON THE BASIS THAT ANY
OFFER OF NOTES IN ANY MEMBER STATE (*“MEMBER STATE”) OF THE EUROPEAN
ECONOMIC AREA (*"EEA”) WILL BE MADE PURSUANT TO AN EXEMPTION UNDER THE
PROSPECTUSDIRECTIVE FROM THE REQUIREMENT TO PUBLISH A PROSPECTUS FOR
OFFERS OF NOTES. THE EXPRESSION “PROSPECTUS DIRECTIVE” MEANS DIRECTIVE
2003/71/EC (ASAMENDED), AND INCLUDESANY RELEVANT IMPLEMENTING MEASURE
IN THE MEMBER STATE CONCERNED.

IMPORTANT — EEA RETAIL INVESTORS

IF THE FINAL TERMS (OR PRICING SUPPLEMENT, ASTHE CASE MAY BE) IN RESPECT
OF ANY NOTES INCLUDES A LEGEND ENTITLED “PROHIBITION OF SALES TO EEA
RETAIL INVESTORS’, THE NOTES ARE NOT INTENDED TO BE OFFERED, SOLD OR
OTHERWISE MADE AVAILABLE TO AND SHOULD NOT BE OFFERED, SOLD OR
OTHERWISE MADE AVAILABLE TO ANY RETAIL INVESTOR IN THE EEA. FOR THESE
PURPOSES, A RETAIL INVESTOR MEANS A PERSON WHO IS ONE (OR MORE) OF: (I) A
RETAIL CLIENT ASDEFINED IN POINT (11) OF ARTICLE 4(1) OF DIRECTIVE 2014/65/EU
(“MIFID 11"); OR (I1) A CUSTOMER WITHIN THE MEANING OF DIRECTIVE 2002/92/EC,
AS AMENDED, WHERE THAT CUSTOMER WOULD NOT QUALIFY AS A PROFESSIONAL
CLIENT ASDEFINED IN POINT (10) OF ARTICLE 4(1) OF MIFID Il. CONSEQUENTLY, NO
KEY INFORMATION DOCUMENT REQUIRED BY REGULATION (EU) NO 1286/2014 (AS
AMENDED, THE “PRIIPS REGULATION") FOR OFFERING OR SELLING THE NOTES OR
OTHERWISE MAKING THEM AVAILABLE TO RETAIL INVESTORS IN THE EEA HAS
BEEN PREPARED AND THEREFORE OFFERING OR SELLING THE NOTES OR
OTHERWISE MAKING THEM AVAILABLE TO ANY RETAIL INVESTOR IN THE EEA MAY
BE UNLAWFUL UNDER THE PRIIPS REGULATION.

NOTICE TO PROSPECTIVE INDONESIAN INVESTORS

AN OFFERING OF NOTES UNDER THIS PROGRAM WILL NOT CONSTITUTE A PUBLIC
OFFERING IN INDONESIA UNDER LAW NUMBER 8 OF 1995 ON CAPITAL MARKETS.
THIS OFFERING MEMORANDUM MAY NOT BE DISTRIBUTED IN INDONESIA AND THE
NOTES MAY NOT BE OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, IN INDONESIA
OR TO INDONESIAN CITIZENS WHEREVER THEY ARE DOMICILED, OR TO
INDONESIAN RESIDENTS IN A MANNER WHICH CONSTITUTES A PUBLIC OFFERING
UNDER THE LAWS AND REGULATIONS OF INDONESIA. THE INDONESIAN FINANCIAL
SERVICE AUTHORITY (OTORITAS JASA KEUANGAN OR “OJK”) HASNOT REVIEWED OR
DECLARED ITSAPPROVAL OR DISAPPROVAL OF THE ISSUE OF THE NOTES, NOR HAS
IT MADE ANY DETERMINATION AS TO THE ACCURACY OR ADEQUACY OF THIS
OFFERING MEMORANDUM. ANY STATEMENT TO THE CONTRARY ISA VIOLATION OF
INDONESIAN LAWS AND REGULATIONS.

AVAILABLE INFORMATION

In the event that Notes are offered and sold in reliance on Rule 144A, we will agree that, for so long
as any of the Notes are “restricted securities” within the meaning of Rule 144(a)(3) under the
Securities Act, we will, during any period in which we are neither subject to Section 13 or 15(d) under
the U.S. Securities Exchange Act of 1934 (the “Exchange Act”), nor exempt from reporting pursuant



to Rule 12g3-2(b) thereunder, provide to any holder or beneficial owner of such restricted securities,
or to any prospective purchaser of restricted securities designated by such holder or beneficial owner,
upon the request of such holder, beneficial owner or prospective purchaser, the information specified
in Rule 144A(d)(4) under the Securities Act.

CERTAIN DEFINED TERMS AND CONDITIONS

As used in this Offering Memorandum, unless the context otherwise requires, the terms “we,” “us,”
“our,” “the Company,” “our Company” and “PLN” refer to Perusahaan Perseroan (Persero) PT
Perusahaan Listrik Negara and our consolidated subsidiaries.

Market data used throughout this Offering Memorandum have been obtained from Bank Indonesia, the
Economist Intelligence Unit (the “EIU”), Badan Perencanaan Pembangunan Nasional (National
Development Planning Agency) (“BAPPENAS’), Statistik Ekonomi dan Keuangan Indonesia
(Indonesian Financial Statistics), Badan Pusat Statistik (Statistics Indonesia), market research,
publicly available information and industry publications. Industry publications generally state that the
information that they contain has been obtained from sources believed to be reliable but that the
accuracy and completeness of that information is not guaranteed. Similarly, market research, while
believed to be reliable, has not been independently verified, and none of our Company or the
Arrangers or any of the Dealers makes any representation as to the accuracy of that information.

In this Offering Memorandum, unless otherwise specified or the context otherwise requires, all
references to “Indonesia’ are references to the Republic of Indonesia. All references to the
“Government” herein are references to the Government of the Republic of Indonesia. All references
to “United States” or “U.S.” herein are references to the United States of America.

In connection with the issue of Notesin any Series or Tranche under the Program, the Dealer or
Dealers (if any) named as the stabilizing manager (s) (the “ Stabilizing Manager (s)”) (or persons
acting on behalf of any Stabilizing Manager(s)) in the applicable Pricing Supplement may
over-allot Notes or effect transactions with a view to supporting the market price of the Notes
in such Series at a level higher than that which might otherwise prevail. However, there is no
assurance that the Stabilizing Manager(s) (or persons acting on behalf of any Stabilizing
Manager (s)) will undertake stabilization action. Any stabilization action may begin on or after
the date on which adequate public disclosure of the Pricing Supplement of the offer of the
relevant Tranche is made and, if begun, may be ended at any time, but it must end no later than
the earlier of 30 days after the Issue Date of the relevant Tranche and 60 days after the date of
the allotment of the relevant Tranche. Any stabilization action or over-allotment must be
conducted by the relevant Stabilizing Manager (s) (or persons acting on behalf of any Stabilizing
Manager (s)) in accordance with all applicable laws and rules. See “ Subscription and Sale.”

DOCUMENTS INCORPORATED BY REFERENCE

This Offering Memorandum should be read and construed in conjunction with each relevant Pricing
Supplement and all other documents which are deemed to be incorporated by reference in the relevant
Offering Memorandum and in the relevant Pricing Supplement. The relevant supplemental Offering
Memorandum and the relevant Pricing Supplement shall, save as specified herein and therein, be read
and construed on the basis that such documents are so incorporated by reference and form part of the
relevant supplemental Offering Memorandum and the relevant Pricing Supplement.

This Offering Memorandum should also be read and construed in conjunction with the most recently
published audited consolidated financial statements, and any interim consolidated financial statements
(whether audited or unaudited) published subsequently to such consolidated financial statements, of
our Company from time to time, which are included elsewhere in this Offering Memorandum and/or



published on the website of the SGX-ST (www.sgx.com) and the London Stock Exchange, which shall
be deemed to be incorporated in, and to form part of, this Offering Memorandum and which shall be
deemed to modify or supersede the contents of this Offering Memorandum to the extent that a
statement contained in any such document is inconsistent with such contents.

Copies of documents deemed to be incorporated by reference in this Offering Memorandum may be
obtained without charge from the registered office of our Company and the Offering Memorandum and
the relevant Pricing Supplement will be published on the Company’s website.

SUPPLEMENTAL OFFERING MEMORANDUM

If at any time we shall be required to prepare a supplemental Offering Memorandum, we will prepare
and make available an appropriate amendment or supplement to this Offering Memorandum or a
further Offering Memorandum.

FORWARD-LOOKING STATEMENTS AND ASSOCIATED RISKS

This Offering Memorandum includes, and any accompanying supplemental offering memorandum may
include, forward-looking statements. All statements other than statements of historical facts included
in this Offering Memorandum and any supplemental Offering Memorandum regarding, among other
things, Indonesia’'s economy, fiscal condition, debt or prospects and our business may constitute
forward-looking statements. Forward-looking statements can generally be identified by the use of
forward-looking terminology such as “may,” “will,” “expect,” “intend,” “estimate,” “anticipate,”
“believe,” “continue” or similar terminology. Although our Company believes that the expectations
reflected in our forward-looking statements are reasonable at this time, there can be no assurance that
these expectations will prove to be correct. Specifically, statements under the captions “ Summary,”
“Risk Factors” and “Our Business” relating to the following matters may include forward-looking
statements:

° our financial condition, business strategy, budgets and projected financial and operating data;
° our anticipated capital expenditures;

° our ability to be and remain competitive;

° our plans and objectives of management for future operations;

° generation of future receivables; and

° environmental compliance and remediation.

Such statements are subject to certain risks and uncertainties, including:

° economic, social and political conditions in Indonesia;

° increases in regulatory burdens in Indonesia, including our public service obligations (“PSOs"),
dividend obligations, environmental regulations and compliance costs;

° accidents, natural disasters and other catastrophes;
° changes and volatility in market prices of or demand for key commodities consumed by us, as

aresult of competitive actions, economic factors such as inflation or exchange rate fluctuations,
or otherwise;



° changes in our relationship with the Government and other government authorities in Indonesia,
joint venture partners, our shareholders, co-investors and other counterparties;

° changes in our regulatory and/or tax environment;

° changes in terms and conditions of the agreements under which we operate our business and the
ability of third parties to perform in accordance with contractual terms and specifications;

° fluctuations in foreign currency exchange rates; and

° our ability to manage the risks described above and in the section captioned “ Risk Factors” and
other factors not yet known to us.

Should one or more of these uncertainties or risks, among others, materialize, actual results may vary
materially from those estimated, anticipated or projected. Specifically, but without limitation, capital
costs could increase, projects could be delayed and anticipated improvements in production, capacity
or performance might not be fully realized. Although we believe that the expectations of our
management as reflected by such forward-looking statements are reasonable based on information
currently available to us, no assurances can be given that such expectations will prove to be correct.
Accordingly, prospective purchasers are cautioned not to place undue reliance on forward-looking
statements. In any event, these statements speak only as of their dates, and we undertake no obligation
to update or revise any of them, whether as a result of new information, future events or otherwise.

EXCHANGE RATES

In this Offering Memorandum, references to “U.S.$,” “$” and “U.S. dollars” are to United States
dollars, references to “Rupiah” and “Rp.” are to the currency of Indonesia, references to “EUR” and
“Euro” are to the currency of the European Union and references to “JPY” and “Japanese Yen” are to
the currency of Japan. Our Company publishes our consolidated financial statements in Rupiah. This
Offering Memorandum contains translations of certain Rupiah amounts into U.S. dollar amounts at
specified rates solely for the convenience of the reader. These translations should not be construed as
representations that the Rupiah amounts represent such U.S. dollar amounts or could be, or could have
been, converted into U.S. dollars at the rates indicated or at all. Except as indicated otherwise,
translations from Rupiah to U.S. dollars have been made, for convenience purposes only, at a rate of
Rp.13,548 = U.S.$1.00, being the average of the buying and selling rates of exchange for Rupiah
against U.S. dollars quoted by Bank Indonesia as at December 31, 2017. See “Exchange Rates and
Exchange Controls” for further information regarding the rates of exchange between the Rupiah and
the U.S. dollar.
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PRESENTATION OF FINANCIAL INFORMATION

Our audited consolidated financial statements and, unless otherwise indicated, financial information
in this Offering Memorandum have been prepared in accordance with the Generally Accepted
Accounting Principles in Indonesia (“Indonesian GAAP”) and the Indonesian Financial Accounting
Standards (“IFAS”), which differ in certain respects from generally accepted accounting principlesin
the United States (“U.S. GAAP”). Each prospective investor should consult its professional advisors
for an understanding of the difference between Indonesian GAAP/IFAS and U.S. GAAP. For a
summary of certain differences between Indonesian GAAP/IFAS and U.S. GAAP, see “Summary of
Certain Differences Between Indonesian GAAP/IFAS and U.S. GAAP.” Our consolidated financial
statements are presented in Rupiah, our reporting currency. Our financial information disclosed in this
Offering Memorandum is presented on a consolidated basis.

Prior to the issuance of Regulation No. 6/POJK.04/2017 “ Accounting Treatment of Transactions Based
on Power and Sale Purchase Agreement” on March 1, 2017 (“Regulation No. 6"), the basis for
preparation of financial statements for an issuer or listed entity was IFAS, which covers:

(a) Statement of Financial Accounting Standards (“SFAS’) and Interpretations of Financial
Accounting Standards (“ISFAS”) issued by the Financial Accounting Standard Board —
Indonesian Institute of Accountant (“FASB-11A") and the Indonesian Sharia Accounting Standard
Board — Indonesian Institute of Accountant (“ISASB-11A"); and

(b) Financial accounting regulations issued by the OJK.

Our audited consolidated financial statements as of and for the year ended December 31, 2015 and,
unless otherwise indicated, 2015 financial information in this Offering Memorandum have been
prepared in accordance with IFAS. Any statement of compliance with IFAS (i.e., the financial
statements comply with all the requirements of IFAS even though there are differences between SFAS
and IFAS issued by the FASB-IIA and the ISASB — IIA with financial accounting regulations issued
by the OJK) included elsewhere in this Offering Memorandum refers to our consolidated financial
statements as of and for the year ended December 31, 2015.

Regulation No. 6 sets out that the basis for preparation of financial statements for an issuer or alisted
entity that applies Regulation No. 6 is Indonesian GAAP, which covers:

(a) SFAS and ISFAS issued by the FASB-I11A and the ISASB-IIA; and
(b) Financial accounting regulations issued by the OJK.

This regulation sets out that when there are differences between SFAS and ISFAS issued by the
FASB-IIA and the ISASB-IIA with financial accounting regulations issued by the OJK, an issuer or
a listed entity is required to apply the financial accounting regulations issued by the OJK. The
regulation is mandatory for financial statements for periods beginning on or after January 1, 2017 and
is applied prospectively. Early adoption is permitted for financial statements for the period beginning
on or after January 1, 2016 and we elected such early adoption.

Our consolidated financial statements as of and for the years ended December 31, 2016 and 2017, and,
unless otherwise indicated, 2016 and 2017 financial information in this Offering Memorandum have
been prepared in accordance with Indonesian GAAP. Any statement of compliance to Indonesian
GAAP included elsewhere in this Offering Memorandum refers to our consolidated financial
statements as of and for the years ended December 31, 2016 and 2017.

Our consolidated financial statements as of and for the year ended December 31, 2015 were audited
by KAP Tanudiredja, Wibisana, Rintis & Rekan (a member of the PricewaterhouseCoopers network of
firms) and our consolidated financial statements as of and for the years ended December 31, 2016 and
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2017 were audited by KAP Amir Abadi Jusuf, Aryanto, Mawar & Rekan (a member of the RSM
network), in each case in accordance with the Standards on Auditing established by the Indonesian
Institute of Certified Public Accountants. Such consolidated financial statements and the related audit
reports are included elsewhere in this Offering Memorandum.

Restatement of Prior Years' Consolidated Financial Statements

Restatement of the consolidated financial statements as of and for the year ended December 31,
2016

On May 8, 2017, the Minister of Energy and Mineral Resources (“MEMR”) issued a letter relating to
the realization of our electricity transmission losses, and on August 31, 2017, the Audit Board of the
Republic of Indonesia (the “Audit Board”) issued an audit report on the specific issue of electricity
subsidies for fiscal year 2016 No.37A/AUDITAMA VII/PDTT/08/2017 (the “August 2017 Audit
Report”). As a result of a change in the assumptions used for the calculation of losses as agreed
between MEMR and the Audit Board, the August 2017 Audit Report determined that the correct
amount of the electricity subsidy that we receive from the Government that we should recognize in
our consolidated statement of profit and loss for 2016 was Rp.58,043 billion, and not Rp.60,442
billion as reported in our previously issued financial statements for 2016. As a result, we restated the
line item “Government’s electricity subsidy” in the profit and loss statement in our consolidated
financial statements for 2016 to Rp.58,043 billion, and made related adjustments to other items such
as “Operating Income After Subsidy” and “Income for the Year”. As aresult of this restatement, KAP
Amir Abadi Jusuf, Aryanto, Mawar & Rekan (a member of the RSM network) reissued an unmodified
audit opinion dated January 8, 2018 on our restated consolidated financial statements for 2016. See
Note 58 to our consolidated financial statements as of and for the year ended December 31, 2016. This
change does not have any impact to our consolidated financial statements as of and for the year ended
December 31, 2015.

Restatement of the consolidated financial statements as of and for the year ended December 31,
2015

Since January 1, 2012, we have applied the provisions of ISFAS 8, “Determining Whether an
Arrangement Contains a Lease” (“ISFAS 8”). ISFAS 8 provides guidance in determining whether an
arrangement is in substance a lease that should be accounted for in accordance with SFAS 30 (revised
2011), “Leases” (“SFAS 30”). SFAS 30 provides guidance in determining whether an arrangement
qualifies as finance lease or operating lease.

During the preparation of our consolidated financial statements as of and for the year ended December
31, 2015, we reconsidered the applicable accounting treatment on our power purchase agreements
(“PPASs") and energy sales contracts (“ESCs") with independent power producers (“IPPs”) (together
referred to as “1PP Power Supply Contracts”) and we determined that our | PP Power Supply Contracts
are not arrangements that are, or contain, leases based on ISFAS 8. Consequently, SFAS 30 was not
applied to our PP Power Supply Contracts for the year ended December 31, 2015 and our |PP Power
Supply Contracts were accounted for as a normal purchase of electricity for the year ended December
31, 2015. As a result, on June 28, 2016, our independent public accountants issued a qualified audit
opinion on our consolidated financial statements as of and for the year ended December 31, 2015
stating that in their opinion, those consolidated financial statements presented fairly, in all material
respects, the financial position of our Company and our subsidiaries as of December 31, 2015, and our
financial performance and cash flows for the year then ended in accordance with IFAS, except for the
effects of not applying SFAS 30 to our IPP Power Supply Contracts. On March 1, 2017, the OJK issued
Regulation No. 6. Based on this regulation, certain agreements entered into in relation to or in
connection with the supply of electricity (such as our PP Power Supply Contracts) are accounted for
as sale and purchase transactions even if they contain arrangements other than in connection with the
sale and purchase of electricity. The regulation is mandatory for financial statements for periods
beginning on or after January 1, 2017 and is applied prospectively. Early adoption is permitted for
financial statements for the period beginning on or after January 1, 2016 and we elected such early
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adoption. As a result, we ceased to apply ISFAS 8 from January 1, 2016. Pursuant to Regulation No.
6, we expect to continue to not apply ISFAS 8 to our IPP Power Supply Contracts for the foreseeable
future, at least until our assignment to accelerate the development of electricity infrastructure in
Indonesia will have been completed or terminated. There can be no assurance, however, that the
Government or the OJK will not issue different or new regulations or guidance in the future which
could lead our management to go back to treating |PP Power Supply Contracts as finance |leases. See
“Risk Factors — We have implemented changes in how we account for our IPP Power Supply
Contracts which make it difficult to compare our financial information from year to year”.

In order to apply SFAS 30 and ISFAS 8 to our IPP Power Supply Contracts and fully conform with
IFAS as of and for the year ended December 31, 2015, we restated our consolidated financial
statements as of and for the year December 31, 2015. As aresult of this restatement, KAP Tanudiredja,
Wibisana, Rintis & Rekan (a member of the PricewaterhouseCoopers network of firms) reissued an
audit opinion dated March 14, 2017 (not included in this Offering Memorandum) that removed the
qualification on the previously issued audit opinion dated June 28, 2016. Subsequently, KAP
Tanudiredja, Wibisana, Rintis & Rekan (a member of the PricewaterhouseCoopers network of firms)
reissued an audit opinion dated April 26, 2017 on the restated consolidated financial statements
prepared in accordance with IFAS as of and for the year ended December 31, 2015. Those consolidated
financial statements and the related unqualified audit opinion dated April 26, 2017 are included
elsewhere in this Offering Memorandum.

Comparability of Consolidated Financial Statements and Financial Information

As described above, following the issuance of Regulation No. 6, we have changed our accounting
policy and ceased to apply the provisions of ISFAS 8 effective from January 1, 2016. However, the
consolidated financial statements as of and for the year ended December 31, 2015 applied ISFAS 8 in
accordance with IFAS. As aresult, our consolidated financial statements as of and for the years ended
December 31, 2016 and 2017 are not directly comparable to our restated consolidated financial
statements as of and for the year ended December 31, 2015. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations— Restatement of Prior Years
Consolidated Financial Statements” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations— Changes in Accounting Policies.”

Solely for the convenience of the reader and to enhance the comparability of the financial information
discussed in this Offering Memorandum, we also discuss certain financial information that excludes
the effects of applying ISFAS 8 to our IPP Power Supply Contracts in 2015 in order to provide
additional information, on an illustrative basis, when comparing it to financial information for 2016
and 2017, which under Regulation No. 6 also excludes the effects of applying ISFAS 8 to our IPP
Power Supply Contracts. Such adjusted 2015 financial information is not directly comparable to our
restated consolidated financial statements as of and for the year ended December 31, 2015 which were
prepared in accordance with IFAS and applied the provisions of ISFAS 8. The 2015 financial
information that excludes the effects of ISFAS 8 is neither audited nor reviewed and is not based on
IFAS or any generally accepted accounting principles. KAP Tanudiredja, Wibisana, Rintis & Rekan (a
member of the PricewaterhouseCoopers network of firms) were not engaged to audit, review or apply
any procedures on this financial information. Accordingly, prospective investors should not rely on
this 2015 financial information that excludes the effects of ISFAS 8 as if it had been audited or
reviewed by our independent public accountants, or prepared in full compliance with IFAS.

Rounding

Rounding adjustments have been made in calculating some of the financial information included in
this Offering Memorandum. As a result, numerical figures shown as totals in some tables may not be
exact arithmetic aggregations of the figures that precede them.



NON-GAAP FINANCIAL MEASURES

In this Offering Memorandum, we refer to Adjusted EBITDA, Adjusted EBITDA margin as well as
other non-GAAP measures. Our Adjusted EBITDA refers to operating income plus depreciation
expense, amortization expense and actuarial employee benefit expense — net of payments. Our
Adjusted EBITDA and Adjusted EBITDA margin as well as other non-GAAP measures presented in
this Offering Memorandum are supplemental measures of our performance and liquidity that are not
required by, or presented in accordance with, Indonesian GAAP/IFAS or U.S. GAAP. Furthermore,
they are not measurements of our financial performance or liquidity under Indonesian GAAP/IFAS or
U.S. GAAP and should not be considered as alternatives to net profit, operating income or any other
performance measures derived in accordance with Indonesian GAAP/IFAS or as alternatives to our
cash flows or as measures of our liquidity. We believe the presentation of our Adjusted EBITDA and
Adjusted EBITDA margin facilitates comparisons of operating performance from year to year and
from company to company by eliminating potential differences caused by variations in capital
structures (affecting interest expense), tax positions (such as the impact on periods or companies of
changes in effective tax rates or net operating losses) and the age and book depreciation of tangible
assets and deferred charges (affecting relative depreciation and amortization expense). In particular,
presentation of our Adjusted EBITDA and Adjusted EBITDA margin eliminates non-cash items such
as amortization of deferred charges, actuarial employee benefit expense — net of payments that arise
from actuarial assumptions and depreciation expense that arises from the capital intensive nature of
the utilities industry. We also believe that the presentation of Adjusted EBITDA and Adjusted EBITDA
margin is a useful supplemental measure of a company’s ability to service debt. Finally, we present
our Adjusted EBITDA and Adjusted EBITDA margin because we believe they are frequently used by
securities analysts and investors in evaluating similar companies. Nevertheless, Adjusted EBITDA and
Adjusted EBITDA margin have limitations as any analytical tool does, and you should not consider
them in isolation from, or as substitutes for, analysis of our financial condition or results of
operations, as reported under Indonesian GAAP/IFAS. Because of these limitations, our Adjusted
EBITDA and Adjusted EBITDA margin should not be considered as measures of discretionary cash
available to invest in the growth of our business.



ENFORCEABILITY OF FOREIGN JUDGMENTS IN INDONESIA

We are a state-owned limited liability company incorporated in Indonesia. All of our Company’s
commissioners, directors and executive officers (and certain experts named in this Offering
Memorandum) reside in Indonesia. As a result, it may be difficult for investors to effect service of
process upon such persons, or to enforce against us in court, judgments obtained in courts outside of
Indonesia.

We have been advised by our Indonesian legal advisor, Hadiputranto, Hadinoto & Partners, that
judgments of courts outside Indonesia are not enforceable in Indonesian courts. A foreign court
judgment could be offered and accepted into evidence in a proceeding on the underlying claim in an
Indonesian court and may be given such evidentiary weight as the Indonesian court may deem
appropriate in its sole discretion. A claimant may be required to pursue claims in Indonesian courts
on the basis of Indonesian law.

OFFSHORE BORROWINGS

Under Presidential Decree No. 59/1972, as partly revoked by Presidential Decree No. 120/1998 and
Presidential Regulation No. 86/2006, as amended by Presidential Regulation No. 91/2007 (“PD No.
59/1972"), offshore borrowings by a state-owned enterprise must be approved by the Minister of
Finance of Indonesia. Further, under Presidential Decree No. 39/1991 (“PD No. 39/1991"), the
application to obtain approval for offshore borrowings by a state-owned enterprise must be submitted
to the Team of Offshore Commercial Borrowing (“PKLN Team”), whose members include, among
others, the Minister of Finance of Indonesia and Bank Indonesia. On January 8, 2016, Presidential
Regulation No. 4/2016, as amended by Presidential Regulation No. 14/2017, on Acceleration of Power
Infrastructure (“PR 4”) was issued to accelerate the development of 35,000 MW of new generation
capacity over a five-year period (the “35,000 MW Program”). Under PR 4, the provisions of PD No.
59/1972 and PD No. 39/1991 are exempted in relation to investment funding of electricity
infrastructure to be conducted by our Company, including the requirements to obtain prior approvals
from PKLN Team and the Minister of Finance of Indonesiato issue the Notes. This has been confirmed
by the Coordinating Ministry of the Economy of Indonesia through letter No.
S-51/D.1.M.EKON/05/2016, dated May 16, 2016 and letter No. S-100/D.I.M.EKON/04/2018 dated
April 6, 2018.

Under PD No. 59/1972 and PD No. 39/1991, our Company is also required to submit periodic reports
on offshore borrowings to the Minister of Finance of Indonesia, Bank Indonesia and the PKLN team.
However, these requirements are exempted under PR 4 in which our Company is only required to
submit reports to the Coordinating Minister in charge of governmental affairs in Economic
Coordination Affairs and Minister of State-Owned Enterprises.

Bank Indonesia issued Bank Indonesia Regulation No. 16/22/PBI/2014 on Reporting on Foreign
Exchange Activities and Reporting on the Implementation of Prudential Principlesin the Management
of Non-Bank Corporation’s Offshore Debt (“PBI 16/22/2014"). This regulation which took effect on
January 1, 2015 supersedes Bank Indonesia Regulation No. 14/21/PBI1/2012 on Reporting on Foreign
Exchange Reporting (“PBI 14/21/2012"). However, the implementing regulation of PBI 14/21/2012,
the Bank Indonesia Circular Letter No. 15/16/DInt dated April 29, 2013 on the Reporting of Foreign
Exchange Activities in the form of Offshore Debt Realization and Position (“SEBI 15/16/DInt"),
remains valid to the extent it does not contravene PBI 16/22/2014. Bank Indonesia has issued the
following implementing regulations for PBI 16/22/2014: (i) the Bank Indonesia Circular Letter No.
17/4/DSta dated March 6, 2015 on the Reporting of Foreign Exchange Activities in the form of
Offshore Debt Plan and the Amendment thereto (“SEBI 17/4/DSta”) which supersedes Bank Indonesia
Circular Letter No. 15/17/DInt dated April 29, 2013; (ii) Bank Indonesia Circular No. 17/3/DSta dated
March 6, 2015 on the Reporting of the Implementation of Prudential Principles in the Management of
Non-Bank Corporation’s Offshore Debt as amended by Bank Indonesia Circular No. 17/24/D Sta dated
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October 12, 2015 (“SEBI 17/3/DSta”); and (iii) the Bank Indonesia Circular Letter No. 17/26/DSta
dated October 15, 2015 on the Reporting on Foreign Exchange Activities other than Offshore Debt
(“SEBI 17/26/DSta”), which supersedes Bank Indonesia Circular Letter No. 15/5/DSM dated March
7, 2013.

PBI 16/22/2014 requires all Indonesian residents, whether individuals or entities, who engage in
foreign exchange activities to report: (i) any trading of goods, services or other transaction between
an Indonesian resident and a non-resident, (ii) any offshore financial asset or offshore financial
liabilities and any change thereto, and/or (iii) offshore debt plan and its realization to Bank Indonesia.
The report on foreign exchange activities must be submitted using an online system in accordance with
each of the implementing regulations of PBI 16/22/2014, as applicable, namely SEBI 17/26/DSta,
SEBI 15/16/DInt, SEBI 17/4/DSta and SEBI 17/3/DSta.

Pursuant to SEBI 17/26/DSta, the following reports must be submitted to Bank Indonesia: (i) a report
on trading transactions of goods, services, and other transactions between Indonesian residents and
non-residents, (ii) areport on positions held and changes to offshore financial assets, (iii) areport on
positions held and changes to equity of non-residents and other related obligations, (iv) a report on
positions held and changes to offshore derivative obligations, (v) areport on positions held in offshore
contingencies and commitments, and (vi) a report on positions held in securities owned by custodian
customers. The report specified in (v) covers corporate guarantees, and any corporate guarantee given
to aforeign lender must be reported to Bank Indonesia. Such reports and/or corrections of such reports
(if any) are to be submitted through Bank Indonesia’s website in a format that is specified under SEBI
17/26/D Sta.

According to SEBI 15/16/DInt, except for clearing accounts, savings and deposits and two-step loans
incurred by the Government (which refer to loans made by international financial institutions that are
distributed to Indonesian commercial and rural banks through Bank Indonesia to support the
Government’s programs), any individual or entity that obtains offshore debt in a foreign currency or
Rupiah pursuant to loan agreements, debt securities, trade credits or other loans must submit reports
to Bank Indonesia. There is no minimum amount requirement to trigger the reporting obligation with
regard to offshore debt obtained by an entity (whether a financial or non-financial institution). In
contrast, an individual’s offshore debt is required to be reported only if such debt exceeds
U.S.$200,000 or its equivalent in any other currency. The reports consist of the main data report, the
monthly recapitulation data report and amendments thereto. The main data report must be submitted
to Bank Indonesia by no later than the 15th day of the following month at 14:00 Western Indonesia
time after the signing of the loan agreement, the issuance of the debt securities, the debt
acknowledgment over the trade credits or other loans. The monthly recapitulation data report must be
submitted to Bank Indonesia by no later than 15th day of every following month at 24:00 Western
Indonesia time, until the offshore debt has been repaid in full.

According to SEBI 17/4/DSta, a company that intends to obtain an offshore debt, with a tenor of more
than one year, is required to submit a report on its offshore debt plans to Bank Indonesia through an
online system by no later than March 15th of the respective year while any changes thereto must be
submitted through an online system by July 1st of the respective year at the latest as set forth in SEBI
17/4/DSta.

In addition to reporting on foreign exchange activities, for the purpose of PBI 16/21/2014 (as defined
below), PBI 16/22/2014 also requires reporting on the implementation of Prudential Principles. Under
SEBI 17/3/DSta, non-bank corporations must submit:

(1) the prudential principle implementation activity report (“KPPK report”): (i) a non-attested KPPK
report, which is to be submitted on quarterly basis, no later than the end of the third month after
the end of the relevant quarter; and (ii) an attested KPPK report (attested by a public accountant),
which is to be submitted no later than the end of June of the following year;
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(2) information on the fulfillment of credit ratings, which is to be submitted at the latest at the end
of the month following the execution or issuance of the offshore debt; and

(3) the financial statements of the company, consisting of: (i) unaudited financial statements, to be
submitted on quarterly basis, by no later than the end of the third month after the end of the
relevant quarter; and (ii) annual audited financial statements, which must be submitted by no
later than the end of June of the following year.

Bank Indonesia examines the accuracy of the foreign exchange activities report and KPPK report. It
can also request clarifications, evidence, records or other supporting documents from the relevant
party or institutions, including direct inspection of the company or appoint a third party to do so.

As of January 1, 2016, submissions of and corrections to the KPPK report must be made online. The
requirement to submit credit ratings only applies to offshore debt executed or issued as of January 1,
2016.

On May 14, 2014, Bank Indonesia issued Bank Indonesia Regulation No. 16/10/PB1/2014 on Foreign
Exchange Export Revenue and Drawdown of Offshore Debt which was amended by Bank Indonesia
Regulation No. 17/23/PB1/2015 on December 23, 2015 (“PBI 16/10/2014"). On April 6, 2016, Bank
Indonesia issued Bank Indonesia Circular Letter No. 18/5/D Sta on the Receipt of Offshore Debt as the
implementing regulation for PBI 16/10/2014. Based on PBI 16/10/2014, any drawdown from offshore
debt (in foreign currencies) originating from: (i) a non-revolving loan agreement (including offshore
debt originating from a difference between the refinanced debt and the previous debt) or (ii) offshore
debt securities (including acknowledgements of debt which is tradable in domestic or international
financial and capital markets in the form of, among others, bonds, medium term notes, floating rate
notes, promissory notes and commercial paper) must be withdrawn through foreign exchange banks
(which include offshore bank branches in Indonesia) and must be reported to Bank Indonesia with the
relevant supporting documents. The aggregate face amount of the offshore debt should be equal to the
local commitments provided under such debt and every receipt of offshore debt through a foreign
exchange bank should be equal to each offshore debt withdrawal. In the event that the aggregate face
amount of the offshore debt is less than the local commitments in excess of Rp.50,000,000 (or its
equivalent in foreign currencies), the borrower must submit a written explanation and sufficient
supporting documentation to Bank Indonesia before the expiration of the term of such debt. In the
event that the amount of offshore debt received through the foreign exchange bank is less the amount
of each offshore debt withdrawal, such of offshore debt received through the foreign exchange bank
will be deemed to be equal to the amount of each offshore debt withdrawal only if the borrower
submits sufficient supporting documents to Bank Indonesia. Withdrawals of such offshore debt must
be reported to Bank Indonesia monthly using the recapitulation data report as regulated under SEBI
15/16/DInt. These reports shall include supporting documents detailing that the receipt of offshore
debt was withdrawn from the foreign exchange bank. Administrative sanctions will be imposed on
companies that fail to comply with such reporting obligations.

With respect to the foregoing reporting obligations to Bank Indonesia, the sanction that may be
imposed by Bank Indonesia is as follows:

(1) any delay or failure to submit foreign exchange report on offshore debt plan may result in an
administrative sanction in the form of a warning letter and/or notification to the relevant
authority or institution which will be set by Bank Indonesia;

(2) any omission or inaccuracy on a foreign exchange report (except for in the offshore debt plan)
which is not corrected is an administrative sanction in the form of penalty at the amount of
Rp.50,000 per omission or inaccuracy, provided that the maximum amount of penalty imposed
will not exceed Rp.10,000,000;

(3) any incompleteness or inaccuracy of information on the KPPK report, may result in a penalty of
Rp.500,000 per incompleteness or inaccuracy;
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(4) any delay to submit the foreign exchange report (except for offshore debt plan) or the KPPK
report, including any supporting documents or financial statements (except for information on
credit rating), may result in a penalty of Rp.500,000 per day of delay, provided that the maximum
amount of penalty imposed will not exceed Rp.5,000,000;

(5) any failure to submit the foreign exchange report (except for offshore debt plan) or the KPPK
report, including any supporting documents or financial statements (except for information on
credit rating), may result in a penalty of Rp.10,000,000;

(6) in addition to the penalties above a warning letter or notification to the relevant authority or
institution will be issued by Bank Indonesia for any delay or failure to submit the KPPK report,
including its supporting documents and financial statements;

(7) any delay or failure to submit information regarding a credit rating may result in a warning letter
or notification to the relevant authority or institution from Bank Indonesia; and

(8) any failure to comply with the obligation to withdraw the offshore debt through a foreign
exchange bank in Indonesia may result in a penalty of 0.25% of the withdrawal amount which
does not pass through the foreign exchange bank in Indonesia, provided that the maximum
amount of penalty imposed will not exceed Rp.50,000,000.

Please note that the sanctions imposed by Bank Indonesia listed above have been effective since the
third quarter data report of 2015, except for the sanctions with respect to credit ratings which have
been effective since January 1, 2016.

Related to these reporting requirements under PBI 16/22/2014, Bank Indonesia Regulation No.
16/21/PB1/2014 which was issued by Bank Indonesia on December 29, 2014, namely on the
Implementation of Prudential Principlesin the Management of Non-Bank Corporation’s Offshore Debt
as amended by Bank Indonesia Regulation No. 18/4/PB1/2016 dated April 21, 2016 (“PBI
16/21/2014"), which is applicable to non-bank corporations that obtain offshore debt in a foreign
currency (non-Indonesian Rupiah). PBI 16/21/2014, and for the implementation of PBI 16/21/2014,
Bank Indonesia also issued: (i) Bank Indonesia Circular Letter No. 16/24/DKEM dated December 30,
2014, as amended by Bank Indonesia Circular Letter No. 17/18/DKEM dated June 30, 2015 (“ SEBI
16/24/DKEM”) and Bank Indonesia Circular Letter No. 18/6/DKEM dated April 22, 2016, and (ii)
SEBI 17/3/DSta.

PBI 16/21/2014 requires non-bank corporations that have offshore debt in a foreign currency
(non-Indonesian Rupiah) to maintain the following prudential principles: (i) minimum hedging
requirements, (ii) minimum liquidity requirements, and (iii) minimum credit ratings. The hedging
requirements do not apply to nonbank corporations whose financial statements are presented in United
States dollars and who fulfill the following criteria: (i) an export revenue to business revenue ratio of
more than 50% in the previous calendar year, and (ii) approval from the Ministry of Finance to use
United States dollars in their financial statements, which approval shall be evidenced by submitting
supporting documents to Bank Indonesia.

The minimum hedging requirement is applied with a two-stage approach to avoid unnecessary
difficulties for corporations having existing offshore debt. Until December 31, 2015, the minimum
hedging ratio was set at 20% of: (i) the negative difference between the foreign exchange assets and
the foreign exchange liabilities that will become due within three months from the end of the relevant
quarter, and (ii) the negative difference between the foreign exchange assets and the foreign exchange
liabilities that will become due in the period of more than three months up to six months after the end
of the relevant quarter. After December 31, 2015, the minimum hedging ratio is set at 25% of: (i) the
negative difference between the foreign exchange assets and the foreign exchange liabilities that will
become due within three months from the end of the relevant quarter and (ii) the negative difference
between the foreign exchange assets and the foreign exchange liabilities that will become due in the
period of more than three months up to six months after the end of the relevant quarter.
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Foreign currency assets comprise cash, demand deposits, regular deposits, term deposits, account
receivables, inventories, marketable securities and receivables from forwards, swaps or options
transactions in aforeign currency (non-Indonesian Rupiah) calculated based on the position at the end
of the relevant quarter. The account receivables which are calculated as foreign currency assets are
account receivables to residents and non-residents which will be due: (a) within three months from the
end of the relevant quarter or (b) in the period of more than three months up to six months after the
end of the relevant quarter, that are true-sale in nature or non-refundable and after deducted for
amortization. Accounts receivable are calculated as foreign currency assets if the underlying
agreement was executed prior to July 1, 2015. Account receivables with an underlying agreement
executed after July 1, 2015 are counted as foreign exchange assets if: (a) they are related to strategic
infrastructure projects and have obtained Bank Indonesia approval; or (b) the transaction which
underlies the foreign currency assets is permitted to be in foreign currency pursuant to Bank Indonesia
Regulation No. 17/3/PB1/2015 on the Mandatory Use of Rupiah in the territory of the Republic of
Indonesia (“PBI 17/3/2015"). Inventory which may be calculated as a foreign currency asset is
inventory from exporters with export income to business revenue ratio of more than 50% in the
previous calendar year.

SEBI 16/24/DKEM defines foreign currency liabilities as liabilities in a foreign currency to residents
or non-residents, including liabilities deriving from forwards, swaps or options transactions maturing:
(a) within three months from the end of the relevant quarter; or (b) between three and six months from
the end of the relevant quarter. A foreign currency liability is not calculated as a foreign currency
liability if (a) it isin the process of aroll over, revolving, or arefinancing, to the extent the transaction
which underlies it is in accordance with PBI 17/3/2015; (b) it constitutes a foreign currency liability
with respect to project financing which will be due within the next 6 months to the extent secured by
an offshore debt drawdown in foreign currency where the schedule of such drawdown is liabilities and
the transaction activities are in accordance with PBI 17/3/2015. These two points must be proven by
sufficient supporting documentation. SEBI 16/24/DKEM determines that only corporations that have
negative difference of more than U.S.$100,000 are obliged to fulfill the minimum hedging
requirement. In addition, PBIl 16/21/2014 also stipulates that hedging transactions for the fulfillment
of the minimum hedging requirement shall be conducted with banks in Indonesia and shall become
effective in 2017.

On the minimum liquidity requirement, non-bank corporations that have offshore debt in a foreign
currency are also required to comply with the minimum liquidity ratio of at least 70% by providing
sufficient foreign exchange assets against foreign exchange liabilities that will become due within
three months from the end of the relevant quarter. The minimum liquidity ratio of 70% was effective
on January 1, 2016, while the applicable minimum liquidity ratio in 2015 was 50%.

The minimum credit rating requirement is required to be maintained at BB- (BB minus) or its
equivalent from a particular rating agency recognized by Bank Indonesia. Such credit rating will be
for both the relevant corporation (issuer rating) and any bonds (issue rating) in accordance with the
type and period of such foreign currency offshore debt. Such rating shall be valid for two years as of
the rating issuance. PBI 16/21/2014 sets additional provisions where corporations may use their parent
company credit rating if: (i) such corporation enters into offshore debt in foreign currency with its
parent company, or if the offshore debt is guaranteed by the parent company, or (ii) such corporation
is a newly established corporation with a maximum three years since the corporation began
commercial operation. The requirement to fulfill the minimum credit rating requirement is exempted
for: (i) the refinancing of offshore debt in foreign currency (such exemption is limited to refinancing
which does not increase the outstanding amount of the previous debt or if it increases, such increase
shall not exceed (a) U.S.$2,000,000 or its equivalent or (b) 5% of the amount outstanding of such
refinanced debt if such 5% figure is higher than U.S.$2,000,000 or its equivalent); (ii) offshore debt
in foreign currency for infrastructure project financing derived (a) all from an international
bilateral/multilateral lending agency or (b) from a syndicated loan where more than 50% of the
contribution comes from international bilateral/multilateral institutions; (iii) offshore debt in aforeign
currency for a central or regional government infrastructure project financing; (iv) offshore debt in a
foreign currency which is secured by international bilateral/multilateral institutions; (v) offshore debt
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in foreign currency in the form of trade credits; (vi) offshore debt in foreign currency in form of other
loans; (vii) offshore debt in a foreign currency entered into by a finance company (a business entity
which conducts financing activities for the procurement of goods and services) to the extent (a) such
finance company has a minimum financial soundness of “healthy” as lastly issued by OJK; (b) such
finance company fulfils the maximum gearing ratio as regulated by OJK; or (viii) offshore debt in a
foreign currency by Lembaga Pembiayaan Ekspor Indonesia (Indonesia Eximbank). Non-bank
corporations that have offshore debt in a foreign currency are obliged to a submit report to Bank
Indonesia on the implementation of prudential principles and any exemptions, together with the
relevant supporting documents. Bank Indonesia will monitor for compliance and may impose
administrative sanctions in the form of warning letters for any failure to comply with the said three
prudential criteria. PBI 16/21/2014 does not specify any other sanction in the event the non-bank
corporations ignore such warning letter, however Bank Indonesia may inform related parties, such as
relevant offshore creditors, the Ministry of State-Owned Companies (for state-owned non-bank
corporation), the Ministry of Finance on behalf of Directorate General of Tax, OJK and the Indonesian
Stock Exchange (for publicly listed non-bank corporation) on the implementation of administrative
sanctions. PBl 16/21/2014 became effective as of January 1, 2015, with exceptions for the
implementation of: (i) the administrative sanction requirement, which became effective starting from
the delivery of the fourth quarter report of 2015, and (ii) the minimum credit rating requirement,
which applies to offshore debt that is signed or issued on or after January 1, 2016.
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LANGUAGE OF TRANSACTION DOCUMENTS

Pursuant to Law No. 24 of 2009 regarding Flag, Language, Coat of Arms and National Anthem enacted
on July 9, 2009 (“Law 24/2009”), agreements to which Indonesian entities are a party must be
executed in Bahasa Indonesia, although dual language documents are permitted when a foreign entity
is a party provided that the agreement in the foreign language and the agreement in Bahasa Indonesia
are equally authoritative. We agree, at our own costs, to procure and execute the bilingual versions of
the Indenture and the Program Agreement (the “ Transaction Documents”). In the event of any conflict
between the English version and the Bahasa Indonesia version, to the extent permitted by law, the
English version will prevail, and the Bahasa Indonesia version will be deemed as and read as amended
to conform with the provisions of the English version. Some concepts in English may not have
corresponding terms in Bahasa Indonesia and thus the exact meaning of the English version may not
be fully captured by the Bahasa Indonesia version. If this occurs, we cannot assure you that the terms
of the Notes, the Transaction Documents, will be as described in this Offering Memorandum or will
be interpreted and enforced by the Indonesian courts as described in this Offering Memorandum. There
exists substantial uncertainty regarding how Law 24/2009 will be interpreted and applied, and it is not
certain whether an Indonesian court would permit the English version of the Transaction Documents
to prevail or even consider the English version. Article 40 of Law 24/2009 states that the use of Bahasa
Indonesia shall be regulated by implementing regulations which should have been issued by July 2011.
On July 7, 2014, the Government issued an implementing regulation (“Government Regulation
57/2014") to give effect to certain provisions of Law No. 24/2009. Government Regulation No.
57/2014 focuses on the promotion and protection of the Indonesian language and literature and, while
it is silent on the question of contractual language, it does serve as a reminder that contracts involving
Indonesian parties must be executed in Bahasa Indonesia (although versions in other languages are
also permitted). In addition to this implementing regulation, the Minister of State-Owned Enterprises
has also issued a Circular Letter No. SE-12/MBU/2009 dated November 3, 2009, which recommends
that any state-owned enterprise must use Bahasa Indonesia in every memorandum of understanding or
agreement to which such state-owned enterprise is a party. The Indonesian Ministry of Law and
Human Rights (“MOLHR”") issued a clarification letter No. M.HH.UM.01.01-35 TAHUN 2009 dated
December 28, 2009 regarding Clarification for Implication and Implementation of Law No. 24/2009
to clarify that the implementation of Law No. 24/2009 is contingent upon the enactment of a
Presidential Regulation and until such a Presidential Regulation is enacted, any agreement that is
executed prior to the enactment of the Presidential Regulation in English without a Bahasa Indonesia
version, is still legal and valid, and shall not violate Law No. 24/2009. However, this letter was issued
only as an opinion and does not fall within the types and hierarchy as stipulated in Article 7 of Law
No. 12/2011 regarding the Formation of Laws and Regulations to be considered as a law or regulation
and therefore has no legal force and we cannot be certain that an Indonesian court would permit the
English version to prevail or even consider the English version.

On June 20, 2013, the District Court of West Jakarta ruled in a decision No. 451/Pdt.G/ 2012/PN.Jkt
Bar that a loan agreement entered into between an Indonesian borrower, PT Bangun Karya Pratama
Lestari, as plaintiff, and a non-Indonesian lender, Nine AM Ltd., as defendant, is null and void under
Indonesian law. The governing law of the loan agreement was Indonesian law and the agreement was
written in the English language. The court ruled that the agreement had contravened Law No. 24/2009
and declared it to be invalid and was void from the outset, meaning that a valid and binding agreement
had never existed. The decision of No. 451/Pdt.G/ 2012/PN.Jkt Bar Appeal was decided in favor of
the plaintiff in Decision No. 48/PDT/2014/PT.DKI dated February 12, 2014 and, on August 31, 2015,
the Supreme Court on the case registered No. 601 K/PDT/2015 affirmed a decision of the Jakarta High
Court. On August 31, 2015, the Supreme Court affirmation on the case registered No. 601 K/PDT/2015
resulting every agreement that falls under the provisions of Law No. 24/2009 must be executed in
Bahasa Indonesia (although versionsin other languages are also permitted). See “ Risk Factors — Risks
Relating to Indonesia — Agreements related to our business or to the Notes may be required to be
prepared and executed in Bahasa Indonesia and the rights of the respective parties may ultimately be
governed by the Bahasa Indonesia version of the documents.”
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SUMMARY

This summary highlights information contained elsewhere in this Offering Memorandum. This
summary is qualified by, and must be read in conjunction with, the more detailed information and the
historical consolidated financial statements appearing elsewhere in this Offering Memorandum. We
urge you to read this entire Offering Memorandum carefully, including our consolidated financial
statements and related notes, “ Risk Factors” and “Management’'s Discussion and Analysis of
Financial Condition and Results of Operations.”

We are Indonesia’s state-owned electric utility company and are wholly-owned by the Government,
which is represented by the Ministry of State-Owned Enterprises. We provide most of the public
electricity and electricity infrastructure in Indonesia, including construction of power plants, power
generation, transmission, distribution and retail sales of electricity. We are the largest electricity
producer in Indonesia, and as of December 31, 2017 had a power generation capacity of approximately
42,656 MW (excluding power generation capacities of IPPs with which we have entered into IPP
Power Supply Contracts) that accounted for over 76% of the total installed generation capacity in
Indonesia of 55,926 MW and served approximately 68.1 million customers. As of December 31, 2017,
we owned and operated 1,656 electricity generating plants comprising 6,221 electricity generating
units in Indonesia, including fuel oil-fired, natural gas-fired, coal-fired, geothermal and hydroelectric
plants. We also purchase almost all of the electricity produced in Indonesia by |PPs, which are private
companies that own electricity generating plants. As of December 31, 2017, we have entered into 61
material |PP Power Supply Contracts with IPPs operating in Indonesia with an aggregate contractual
capacity of 10,996 MW.

The following map shows a breakdown of our total installed power generation portfolio (including
power generating units of 1PPs) based on location and type of power generating unit as at December
31, 2017.

Generation Network

We operate eight main grids in Java-Bali, North Sumatra, South Sumatra, West Kalimantan, Central
Kalimantan, East Kalimantan, North Sulawesi and South Sulawesi, which are the most populated
regions in Indonesia. Approximately 58.2% of the total population of Indonesia (approximately 152.4
million people) live on Java and Bali, and the region accounted for approximately 64% of our total
customers’ power consumption in 2017. As of December 31, 2017, we controlled approximately
48,901 kilometers-circuits of transmission lines and approximately 1,028,679 kilometers-circuits of
distribution lines.




Our charges for electricity are based on electricity tariff rates which are set by the Government and
regulated by MEMR Regulation No. 28/2016 Electricity Selling Price of PT Perusahaan Listrik Negara
(Persero), as amended by MEMR Regulation No. 18/2017 and MEMR Regulation No. 41/2017
(“MEMR Regulation No. 28/2016"). See “Regulation of the Indonesian Electricity Sector.”

There are four types of charges that we can levy on our customers: (i) demand charge; (ii) variable
energy charge; (iii) minimum payment; and (iv) special service tariff. See “Management’s Discussion
and Analysis of Financial Condition and Results of Operations — Overview.”

The tariff rates set by the Government have, for some time, been inadequate to cover our cost of
producing the electricity we sell for certain residential customers whose tariff rates are set at levels
below our costs of producing the electricity. However, because we perform a PSO within the meaning
of Law No. 19/2003, the Government is obligated to subsidize us for the difference between our cost
to produce the electricity we sell and the price we are permitted to charge for that electricity under
the tariff rates set by the Government. The subsidy mechanism is defined in the Minister of Finance
Regulation No. 44/PMK.02/2017 as amended by the Minister of Finance Regulation No.
162/PMK.02/2017. See “Relationship with the Government” and “Regulation of the Indonesian
Electricity Sector.”

In order to reduce our reliance on fuel oil, and pursuant to Presidential Regulation No. 71/2006 as
amended by Presidential Regulation No. 59/2009, Presidential Regulation No. 47/2011, Presidential
Regulation No. 45/2014 and Presidential Regulation No. 193/2014, the Government introduced an
infrastructure development program (the “Fast Track Program |”) which originally mandated us to
build coal-fired electricity generating plants at 40 locations in Indonesia, including ten plants with an
aggregate capacity of 6,900 MW in Java-Bali and 30 plants with an aggregate capacity of 2,022 MW
outside Java-Bali. The Fast Track Program | was subsequently amended by Presidential Regulation
No. 59/2009, Presidential Regulation No. 47/2011, Presidential Regulation No. 45/2014, and
Presidential Regulation No. 193/2014 which increased the mandate to 42 locations, including ten
plants with an aggregate capacity of 7,490 MW in Java-Bali and 32 plants with an aggregate capacity
of 2,437 MW outside Java-Bali. The latest amendment in 2014 revised capacity for the Riau Project
and made an appeal to the ministers, heads of non-ministerial government agencies, governors and
regents or mayors to provide support in accelerating the process of permit and environmental
document approvals, land acquisition and acquisition and compensation for transmission lines. Two of
the 42 originally mandated |ocations have been combined into one location, three locations have since
been terminated due to difficulties involving conditions of the sites and EPC contractors, and four
locations have been reserved for future development, resulting in 34 locations with active
development for 9,927 MW under the Fast Track Program |. As of December 31, 2017, we have
completed construction of generating plants at 27 out of the 34 planned locations and aggregate
capacity of 9,640 MW were in operation, equal to approximately 97% of the total planned capacity
of 9,927 MW. The other seven locations representing approximately 3% of total capacity (287 MW)
are expected to begin operations in 2018 (177 MW) and 2019 (110 MW), respectively. The generating
plants under the Fast Track Program | that completed in 2017 became operational five years later than
originally planned due to issues relating to availability of land and the performance of contractors. See
“Risk Factors — Risks Relating to our Business and Operations — We are exposed to risks associated
with developing additional electricity generating plants and acquiring other power generation assets,
in particular the successful completion of the Fast Track Programs and implementation of the 35,000
MW Program” and “— We are exposed to certain risks associated with developing additional
electricity generating plants and acquiring other power generation assets.”

Pursuant to Presidential Regulation No. 4/2010 as amended by Presidential Regulation No. 48/2011
and Presidential Regulation No. 194/2014, and supplemented by MEMR Regulation No. 15/2010, as
amended by MEMR Regulation No. 1/2012, MEMR Regulation No. 21/2013, MEMR Regulation No.
32/2014 and MEMR Regulation No. 40/2014, the Government subsequently mandated us in the second
phase of this development program (the “Fast Track Program I1,” and together with the Fast Track
Program I, the “Fast Track Programs”) to procure 17,428 MW of renewable energy, gas and coal-fired
plants in order to fulfill increasing electricity demand in Indonesia beyond that provided by




completion of the Fast Track Program | above. Similar to the Fast Track Program |, Presidential
Regulation No. 194/2014 aimed to provide support for accelerating the approval process for obtaining
permit and environmental documents, land acquisition and acquisition and compensation for
transmission lines. The private sector has been invited to participate in electricity development under
the Fast Track Program Il as IPPs are responsible for providing approximately 11,629 MW of energy
mandated to be procured. As of December 31, 2017, of the 17,428 MW total planned capacity under
the Fast Track Program Il, eight Fast Track Program Il projects (including IPPs) comprising a total
capacity of 755 MW, or approximately 4% of the total planned capacity of 17,428 MW, were in
operation; 5,836 MW (or 33.5% of the total planned capacity of 17,428 MW) were at the construction
stage; 3,325 MW (or 19.1% of the total planned capacity of 17,428 MW) were at the financial close
stage; and 7,507 MW (or 43.1% of the total planned capacity of 17,428 MW) were at the planning and
procurement stage. We are currently in various stages of planning and negotiation of the engineering,
procurement and construction (“EPC”) contracts in relation to the remaining mandated locations. The
Government has formally extended the original completion year for the Fast Track Program Il from
2014 to 2025. The Fast Track Programs are likely to result in the development of 108 plants with a
total capacity of approximately 27,355 MW in order to reduce our reliance on fuel oil and the
Government’s subsidy burden, and to meet rising electricity demand in Indonesia. See “Relationship
with the Government — Government as Customer — The Fast Track Programs” and “Risk Factors —
Risks Relating to our Business and Operations — We are exposed to risks associated with developing
additional electricity generating plants and acquiring other power generation assets, in particular the
successful completion of the Fast Track Programs and implementation of the 35,000 MW Program”
and “— We are exposed to certain risks associated with developing additional electricity generating
plants and acquiring other power generation assets.”

Our total revenues, income for the year and Adjusted EBITDA were Rp.255,295 billion (U.S.$18,844
million), Rp.4,428 billion (U.S.$327 million) and Rp.56,590 billion (U.S.$4,177 million),
respectively, for the year ended December 31, 2017. The volume of electricity we transmitted and
distributed in 2017 increased by 3.3% to 223,134 GWh from 216,004 GWh in 2016. From 2011
through 2017, our cumulative average annual increase in volume of electricity transmitted and
distributed was 5.5%. In the year ended December 31, 2017, we achieved an average outage duration
for each customer served (“SAIDI”) and an average number of interruptions that a customer would
experience (“SAIFI") of 19.3 hours per consumer per year and 12.7 interruptions per consumer per
year, respectively. On September 23, 2009, the Government issued Law No. 30 of 2009 on Electricity
(the “New Electricity Law”), which may materially affect the electricity supply and supporting
businesses in Indonesia, including our Company and, as the implementation of the New Electricity
Law, the Government issued Government Regulation No. 14/2012 dated January 24, 2012, which was
amended further by Government Regulation No. 23/2014 dated April 14, 2014. For a more detailed
description of this New Electricity Law and its potential impact, see “Regulation of the Indonesian
Electricity Sector — Regulation” and “Risk Factors — Risks Relating to our Business and
Operations.”

Our corporate offices are located at Jalan Trunojoyo Blok M 1/135, Kebayoran Baru Jakarta Selatan,
Indonesia.

Business Strengths

Our Company performs strategic functions that are integral to the development of the economy and
the electricity sector of Indonesia. Below is a summary of our key business strengths:

Strong relationship with the Government

We are wholly-owned by the Government which is represented by the Ministry of State-Owned
Enterprises. We believe that the Government is committed to our financial soundness as part of its
objective to ensure a stable electricity supply in Indonesia. As part of the Government support, the
Government provides us with electricity subsidies since we perform a PSO within the meaning of Law
No. 19/2003.




Dominant provider of electricity in Indonesia’s fast-growing electricity market

We are the dominant provider of electricity in Indonesia’s growing electricity market. By regulation,
we were the sole provider for the transmission and distribution of electricity in Indonesia and we had
over 76.3% of the total installed generation capacity in Indonesia as of December 31, 2017.

Further, we believe that the Indonesian electricity demand is closely linked to the country’s economic
growth and that the demand for electricity in Indonesia will continue to grow. We believe Indonesia
offers significant potential for growth in the electricity sector. As such, the Government has projected
in its expansion plan report in 2018, the National Electricity Business Plan (RUPTL) 2018-2027
published on March 13, 2018, that total electricity demand will more than double between 2018 and
2027. As the major provider of electricity in Indonesia, we expect to benefit from such growth.

Focus on improving our operating efficiency and reducing our costs

Over the last few years, we have focused on improving our operating efficiency and reducing our
costs. Our transmission and distribution losses remained relatively constant at 9.8% in 2015, 9.5% in
2016, and 8.8% in 2017. Through the introduction and implementation of a new prepayment system
and online payment technology, we have improved our customer collection mechanism. We also
improved network reliability by implementing a program to address illegal street lights and energy
consumption control to reduce network loss figures. We continue to reduce our reliance on fuel oil,
diversifying our energy mix to lower marginal cost of fuel and our operating expense.

Experienced Board of Directors, Board of Commissioners and management team

Most of the members of our Board of Directors each have over 25 years of experience in the electricity
sector. We believe our management team has complementary skill sets and a strong understanding of
the local electricity market. The members of our Board of Commissioners are well respected and have
been appointed by the Ministry of State-Owned Enterprises, with several of them having strong ties
with the Government.

Stable financial profile

We believe we have a stable financial profile based on our Adjusted EBITDA to Financial Cost,
relatively modest Total Borrowings to Equity Ratio and the state of our consolidated statement of
financial position. For the year ended December 31, 2016, our Adjusted EBITDA to Financial Cost
(non-GAAP) measure was 2.97 and our Total Borrowings to Equity Ratio (non-GAAP) measure was
23.80%. For the year ended December 31, 2017, our Adjusted EBITDA to Financial Cost (non-GAAP)
measure was 3.05 and our Total Borrowings to Equity Ratio (non-GAAP) measure was 26.7%.

In addition, please note that our Adjusted EBITDA refers to our operating income plus depreciation
expense, amortization expense and actuarial employee benefit expense — net of payments made
during the period. Adjusted EBITDA and Adjusted EBITDA margin presented in this Offering
Memorandum are supplemental measures of our performance and liquidity that are not required by, or
presented in accordance with, Indonesian GAAP/IFAS or U.S. GAAP. For further information on the
computation of our Adjusted EBITDA and other non-GAAP measures, please see “Non-GAAP
Financial Measures.”




Strategy

Below is a summary of our strategic objectives:

Successful implementation of the 35,000 MW Program

The 35,000 MW Program is a shared program between PLN and different 1PPs to construct plants,
transmissions and substations at over 302 locations across Indonesia (consisting of 108 locations in
Sumatra, 44 locations in Java, 37 locations in Sulawesi, 34 locations in Kalimantan and 79 locations
in the eastern part of Indonesia) pursuant to Presidential Regulation No. 4/2016, as amended by
Presidential Regulation No. 14/2017, promulgated to increase the pace of development of
electrification infrastructure in an effort to fulfill Indonesia’'s demand for electricity and stimulate
economic growth.

For plant construction, we plan to use EPC schemes for projects owned by PLN. We will be
responsible for costs and activities involved with planning, funding, acquiring land and operating
plants through the use of the EPC scheme and potentially a full turnkey contract scheme, in which the
EPC contractor is paid on a progress-payment basis as calculated based on goods delivered to PLN on
site, or use of a project management consultant and different risk allocation procedures will be in
place depending on the priority and nature of each project. Substation and transmission construction
will be executed by appointment of contractors using the EPC scheme. The build-operate-transfer
scheme in which private contractors construct, fund and operate the transmission and costs are
returned by PLN over an agreed time period will be used to minimize risks.

As of December 31, 2017, approximately 4% of the 35,000 MW Program’s construction was completed
(mainly in Sulawesi and Sumatra region), 48% was under construction (mainly in Java, Bali and
Sumatra), 35% was yet to be constructed (mainly in Java, Bali and Sumatra), 8% was still in the
tendering process (mainly in Sumatra, Sulawesi, and Java-Bali) and 5% was still under planning
(mainly in Sumatra). Out of the 8,911 MW that we are solely responsible for, 5% is completed, 63%
is under construction, 17% is still in the tendering process and 14% is still under planning. In early
2018, the Government adjusted the 35,000 MW Program’s completion date to 2024, five years later
than originally planned, in order to account for less-than-expected electricity demand. Considering
investments required for implementing the 35,000 MW Program, we will seek to obtain financing from
capital markets or financial institutions while strengthening our capital structure to maintain sound
financial ratios. See “Risk Factors — Risks Relating to our Business and Operations — We are exposed
to risks associated with developing additional electricity generating plants and acquiring other power
generation assets, in particular the successful completion of the Fast Track Programs and
implementation of the 35,000 MW Program” and “— We are exposed to certain risks associated with
developing additional electricity generating plants and acquiring other power generation assets.”

Successful implementation of the Fast Track Programs

The Government has mandated us to accelerate the development of coal-fired electricity generating
capacity in Indonesia through the Fast Track Program I. In addition, the Government has mandated us
to procure 17,428 MW (including power generation capacities of 1PPs) of renewable energy, gas and
coal-fired plants in order to fulfill increasing electricity demand in Indonesia through the Fast Track
Program I1. The Fast Track Programs are expected to result in the development of 108 plants with a
total capacity of approximately 27,355 MW in order to reduce our reliance on fuel oil and the
Government’s subsidy burden and meet rising electricity demand in Indonesia.




Continue our efforts to raise the electricity tariffs we charge our customers in order to reduce our
reliance on Government electricity subsidies

The Government raised electricity tariffs by an average of 10.0% with effect from July 2010 and by
an average of 15.0% in 2013 with the increases being effected on a quarterly basis based on MEMR
Regulation No. 30/2012 (which was later replaced by MEMR Regulation No. 28/2016). However, the
difference between the electricity tariffs we are able to charge our customers and our operating costs
remain substantial. In addition, several of our customers are currently provided with electricity at
subsidized rates while the majority of our remaining customers are taking advantage of automatic
tariff adjustments.

We intend to continue to seek to raise the electricity tariffs we charge our customers to make our
business profitable and reduce our reliance on Government electricity subsidies through our initiative
to encourage business-to-business electricity sale at market rates and the implementation of regional
electricity tariffs. We will continue to request subsidies from the Government when average selling
prices are under our costs of electricity provision and raise funds to support our investment programs.

Focus on reducing our operating costs
We intend to reduce operating costs by:

° reducing our reliance on fuel oil-based generation and increasing our reliance on coal-based
generation as part of the Fast Track Programs. In comparison to other types of fuel, Indonesia
has an abundant supply of coal which is a significantly cheaper source of fuel. This strategy is
also intended to meet the growing demand from our existing and new customers by developing
new electricity generating plants and transmission and distribution facilities that are
cost-effective as part of the Fast Track Programs;

o reducing generation costs through supply side management, which involves buying excess
capacity from captive non-fuel oil generators during peak load hours, shutting down certain
generating units during low-demand periods and shutting down certain fuel oil-fired generating
units during weekends;

° reducing the cost of coal delivery through setting up three delivery zones in Sumatra, central
Indonesia and eastern Indonesia to transport the coal to the power plants, based on the location
of the relevant mine. The coal for power plants in Sumatra will be supplied from Sumatra island
minings; central Indonesia will be supplied by Sumatra and South Kalimantan minings; and
eastern Indonesia will be supplied from East and Central Kalimantan minings; and

o reducing the cost of production for gas fired power plants through setting up the gas supply
zoning system which considers the distances from the gas sources to the power plants. We have
now set up eight gas supply zones covering Northern Sumatra, Southern Sumatra, Western
Kalimantan, South Kalimantan, Eastern Kalimantan, Southern Sulawesi, Nusa Tenggara, and
Maluku-Papua with eight hub supply points, being Krueng Nias, FSRU Belawan, Bangka
Belitung — Pontianak (Babel-Ponti), LNG Terminal Western Java, LNG Terminal Eastern Java,
Central Indonesia, FSRU Gorontalo, and Maluku-Papua to supply the power plants in Indonesia.
The gas power plant in Northern Sumatra will be supplied from Krueng Nias and FSRU Belawan;
Southern Sumatra and Western Kalimantan will be supplied from Babel Ponti; all of South
Kalimantan, Eastern Kalimantan and Southern Sulawesi will be supplied from Central Java; Nusa
Tenggara will be supplied from Central Java; and Maluku-Papua will be supplied from LNG
Tangguh. We already own and operate four gas facilities: FSRU Belawan, LNG Terminal Western
Java, LNG Terminal Eastern Java and FSRU Gorontalo. We are currently conducting a feasibility
study and preparing the procurement of several gas facilities including an LNG storage facility,
an LNG carrier, a regasification facility, a gas pipeline and a jetty. This aim of this strategy is
to minimize the costs that we face under our take-or-pay arrangements for each gas power plant.




Introduce initiatives to improve the efficiency of our business operations

In order to improve our operating efficiency, we intend to further reduce network losses, improve our
maintenance system, promote the prepaid metering system for our customers, improve our meter
reading systems, improve generation production efficiency, improve our inventory turnover/cycle and
decrease our collection period and are implementing an operational performance program in order to
achieve these goals. We are also seeking to improve several other operating efficiency measures such
as the equivalent forced outage rate, capacity factor and number of customers per employee. In
addition, we intend to further improve our financial efficiency through cash pooling by implementing
a centralized online payment of electricity bills using the P2ZAPST (Centralized Management and
Supervisory of Revenue) system.




OVERVIEW OF THE PROGRAM

The following overview does not purport to be complete and is taken from and is qualified in its
entirety by, the remainder of this Offering Memorandum and, in relation to the terms and conditions
of any particular Tranche of Notes, the applicable Pricing Supplement. Words and expressions defined
in “Forms of the Notes” and “ Description of the Notes” shall have the same meanings in this
summary.

Under the Program, the Company may, from time to time, issue Notes denominated in U.S. dollars,
Euros or in any other currency, subject to the terms more fully set forth herein. A summary of the terms
and conditions of the Program and the Notes appears below. The applicable terms of any Notes will
be agreed upon by and between the Company and the relevant Dealer(s) prior to the issue of the Notes
and will be set forth in the Description of the Notes endorsed on, or incorporated by reference into,
the Notes, as modified and supplemented by the applicable Pricing Supplement attached to, or
endorsed on, such Notes, as more fully described under “Forms of the Notes” below.

The following overview does not purport to be complete and is taken from, and is qualified in its
entirety by, the remainder of this Offering Memorandum and, in relation to the terms and conditions
of any particular Tranche of Notes, the applicable Pricing Supplement. Words and expressions defined
in “Forms of the Notes” and “Description of the Notes” shall have the same meanings in this summary.

Summary of the Program and Description of the Notes
Company: Perusahaan Perseroan (Persero) PT Perusahaan Listrik Negara

Arrangers: Citigroup Global Markets, Inc., The Hongkong and Shanghai
Banking Corporation Limited, Standard Chartered Bank,
Standard Chartered Bank (Singapore) Limited and Mandiri
Securities Pte. Ltd.

Description: Global Medium Term Note Program

Dealers: Citigroup Global Markets, Inc., The Hongkong and Shanghai
Banking Corporation Limited, Standard Chartered Bank,
Standard Chartered Bank (Singapore) Limited, Mandiri
Securities Pte. Ltd., Australia and New Zealand Banking
Group Limited and BNP Paribas. The Company may terminate
the appointment of any Dealer or appoint new dealers for a
particular Series of Notes or for the Program.

Trustee: Deutsche Bank Trust Company Americas

Paying Agent: Deutsche Bank Trust Company Americas (for Notes
denominated in U.S. dollars that are not Bearer Notes) and
Deutsche Bank AG, Hong Kong Branch (for Notes not
denominated in U.S. dollars or for Bearer Notes)

Registrar: Deutsche Bank Trust Company Americas (for Notes
denominated in U.S. dollars that are not Bearer Notes) and
Deutsche Bank AG, Hong Kong Branch (for Notes not
denominated in U.S. dollars)




Transfer Agent:

Program Size:

Method of Issue:

Issue Price:

Form of Notes:

Deutsche Bank Trust Company Americas (for Notes
denominated in U.S. dollars that are not Bearer Notes) and
Deutsche Bank AG, Hong Kong Branch (for Notes not
denominated in U.S. dollars or for Bearer Notes)

Up to U.S.$5,000,000,000 (or its equivalent in any other
currency (the “Program Limit") in aggregate nominal amount
of Notes outstanding at any one time). The Company may
increase the amount of the Program Limit in accordance with
the terms of the Program Agreement.

The Notes will be issued on a syndicated or non-syndicated
basis. The Notes will be issued in series (each, a “Series’)
having one or more issue dates and on terms otherwise
identical (or identical other than in respect of the first
payment of interest and their “Issue Price”), the Notes of each
Series being intended to be fungible with all other Notes of
that Series. Each Series may be issued in tranches (each, a
“Tranche”) on the same or different issue dates. The specific
terms of each Tranche (which will be completed, where
necessary, with the relevant terms and conditions and, save in
respect of the issue date, issue price, first payment of interest
and nominal amount of the Tranche, will be identical to the
terms of other Tranches of the same Series) will be specified
in the pricing supplement (the “Pricing Supplement”).

Notes may be issued at their nominal amount or at a discount
or premium to their nominal amount. Partly Paid Notes may
be issued, the issue price of which will be payable in two or
more installments. The price and amount of Notes to be issued
under the Program will be determined by the Company and
the relevant Dealer at the time of issue in accordance with
prevailing market conditions.

The Notes may be issued in bearer or registered form, as
specified in the applicable Pricing Supplement. Certificates
representing the Notes that are registered in the name of a
nominee for one or more clearing systems are referred to as
“Global Securities.”




Each Series of Bearer Notes will initially be represented by a
Temporary Global Note or a Permanent Global Note which, in
each case, will be deposited on the Issue Date with a common
depositary for Euroclear, Clearstream or any other agreed
clearance system compatible with Euroclear and Clearstream.
Interests in a Temporary Global Note will be exchangeable,
upon request as described therein, for either interests in a
Permanent Global Note or Definitive Bearer Notes (as
indicated in the applicable Pricing Supplement and subject, in
the case of Definitive Bearer Notes, to such notice period as
is specified in the applicable Pricing Supplement) upon
certification of non-U.S. beneficial ownership as required by
United States Treasury regulations (“U.S. Treasury
Regulations”). Interests in a Permanent Global Note will be
exchangeable, unless otherwise specified in the applicable
Pricing Supplement, only in the limited circumstances
described therein, in whole but not in part for Definitive
Bearer Notes, upon written notice to the Trustee. Any interest
in a Temporary Global Note or a Permanent Global Note will
be transferable only in accordance with the rules and
procedures for the time being of Euroclear, Clearstream
and/or any other agreed clearance system, as appropriate.

Each Series of Registered Notes, which are sold outside the
United States in reliance on Regulation S, will, unless
otherwise specified in the applicable Pricing Supplement, be
represented by an Unrestricted Global Security. Unrestricted
Global Securities will be exchangeable for Certificated
Securities only in the limited circumstances more fully
described herein.

Any Series of Registered Notes sold in private transactions to
QIBs and subject to the transfer restrictions described in
“Transfer Restrictions” will, unless otherwise specified in the
applicable Pricing Supplement, be represented by a Restricted
Global Security. Persons holding beneficial interests in
Registered Global Securities will be entitled or required, as
the case may be, under the circumstances described in the
Indenture, to receive physical delivery of Certificated
Securities. Registered Notes initially offered and sold in the
United States to institutional accredited investors pursuant to
Section 4(a)(2) of the Securities Act or in a transaction
otherwise exempt from registration under the Securities Act
and subject to the transfer restrictions described in “ Transfer
Restrictions” will be issued only in definitive registered form
and will not be represented by a Global Security. Bearer Notes
will not be exchangeable for Registered Notes, and Registered
Notes will not be exchangeable for Bearer Notes.

Registered Global Securities will be deposited with: (i) a
custodian for, and registered in the name of a nominee of, the
DTC for the accounts of its participants, including Euroclear
and Clearstream, or (ii) a common depositary for, and
registered in the name of a common nominee of, Euroclear
and Clearstream, or (iii) other clearing system, in each case,
as specified in the applicable Pricing Supplement.
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Clearing Systems:

Currencies:

Maturities:

Specified Denomination:

Fixed Rate Notes:

Floating Rate Notes:

Zero Coupon Notes:

Dual Currency Notes:

Index Linked Notes:

Interest Periods and Interest
Rates:

DTC, Clearstream, Euroclear and, in relation to any Tranche,
such other clearing system as may be agreed between the
Company and the relevant Dealer. See “Global Clearance and
Settlement Systems.”

Subject to compliance with all relevant laws, regulations and
directives, Notes may be issued in any currency agreed
between the Company and the relevant Dealer(s).

Subject to compliance with all relevant laws, regulations and
directives, any maturity.

Notes will be in such denominations as may be specified in
the relevant Pricing Supplement save that (i) in the case of
any Notes which are to be admitted to trading on a regulated
market within the European Economic Area or offered to the
public in an EEA Member State in circumstances which
require the publication of a prospectus under the Prospectus
Directive, the minimum specified denomination shall be
EURZ100,000 (or its equivalent in any other currency as of the
date of issue of the Notes); and (ii) unless otherwise permitted
by then current laws and regulations, Notes (including Notes
denominated in sterling) which have a maturity of less than
one year will have a minimum denomination of £100,000 (or
its equivalent in other currencies).

Fixed interest will be payable in arrears on the date or dates
in each year specified in the relevant Pricing Supplement.

Floating Rate Notes will bear interest determined separately
for each Series as set out in the Description of the Notes and
the relevant Pricing Supplement.

Zero Coupon Notes may be issued at their nominal amount or
at a discount to it and will not bear interest.

Payments in respect of Dual Currency Notes (other than
Rupiah-Denominated U.S. Dollar Settled Notes) will be made
in such currencies, and based on such rates of exchange as
may be specified in the relevant Pricing Supplement.
Payments in respect of Rupiah-Denominated U.S. Dollar
Settled Notes will be made in accordance with the provisions
set forth in Condition 3.3(c), unless otherwise specified in the
Pricing Supplement.

Payments of principal in respect of Index Linked Redemption
Notes or of interest in respect of Index Linked Interest Notes
will be calculated by reference to such index and/or formula
as may be specified in the relevant Pricing Supplement.

The length of the interest periods for the Notes and the
applicable interest rate or its method of calculation may differ
from time to time or be constant for any Series. Notes may
have a maximum interest rate, a minimum interest rate, or
both. All such information will be set out in the relevant
Pricing Supplement.
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Redemption:

Redemption by Installments:

Optional Redemption:

Redemption upon a Change of
Control Triggering Event:

Status of Notes:

Certain Covenants:

Events of Default:

Ratings:

The relevant Pricing Supplement will specify the basis for
calculating the redemption amounts payable. Unless
permitted by then current laws and regulations, Notes
(including Notes denominated in sterling) which have a
maturity of less than one year must have a minimum
redemption amount of £100,000 (or its equivalent in other
currencies).

The Pricing Supplement issued in respect of each issue of
Notes that are redeemable in two or more installments will set
out the dates on which, and the amounts in which, such Notes
may be redeemed.

The Pricing Supplement issued in respect of each issue of
Notes will state whether such Notes may be redeemed prior to
their stated maturity at the option of the Company (either in
whole or in part) and/or the Holders, and if so the terms
applicable to such redemption.

Unless otherwise stated in the relevant Pricing Supplement
and unless the Notes are previously redeemed, repurchased
and cancelled, the Company will, no later than 30 days
following a Change of Control Triggering Event (as defined in
the indenture governing the Notes), make a Change of Control
Offer (as defined in the Notes of the relevant Series) all
outstanding Notes of any Series at a purchase price of 101%
of their principal amount, together with accrued and unpaid
interest, if any.

The Notes will constitute direct, unsubordinated and
unsecured obligations of the Company.

Unless otherwise stated in the relevant Pricing Supplement,
the Company will agree in the terms and conditions of the
Notes of any Series to observe certain covenants, including,
among other things: the incurrence of liens, mergers,
acquisitions and disposals and certain other covenants. See
“Description of the Notes.”

Certain events will permit acceleration of the principal of the
Notes (together with all interest and additional amounts
accrued and unpaid thereon). These events include default
with respect to the payment of principal of, premium, if any,
or interest on, the Notes.

Tranches of Notes will be rated or unrated. Where a Tranche
of Notes is to be rated, such rating will be specified in the
relevant Pricing Supplement. A rating is not a
recommendation to buy, sell or hold securities and may be
subject to suspension, reduction or withdrawal at any time by
the assigning rating agency.
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Withholding Tax:

Selling Restrictions:

Use of Proceeds:

Tender Offers

All payments of principal and interest in respect of the Notes
will be made free and clear of withholding taxes of Indonesia,
subject to customary exceptions, all as described in
“Description of the Notes — Taxation; Additional Amounts”
and “ Taxation.”

The United States, Hong Kong, Singapore, Japan, Indonesia,
European Economic Area, the Prohibition of Sales to EEA
Retail Investors and the United Kingdom. See “ Subscription
and Sale.”

Bearer Notes will be issued in compliance with U.S. Treasury
Regulations §1.163-5(c)(2)(i)(D) (or any successor rules in
substantially the same form that are applicable for purposes of
Section 4701 of the Code) (the “D Rules”) unless (i) the
relevant Pricing Supplement states that Bearer Notes are
issued in compliance with 81.163-5(c)(2)(i)(C) (or any
successor rules in substantially the same form that are
applicable for purposes of Section 4701 of the Code) (the “C
Rules’) or (ii) Bearer Notes are issued other than in
compliance with the D Rules or the C Rules but in
circumstances in which the Notes will not constitute
“registration required obligations” under the United States
Tax Equity and Fiscal Responsibility Act of 1982 (“TEFRA"),
which circumstances will be referred to in the relevant Pricing
Supplement as a transaction to which TEFRA is not
applicable.

We intend to use the proceeds from the issue of each Tranche
of Notes to complete the Tender Offers (as defined below),
partially fund our capital expenditure requirements and for
general corporate purposes relating to the 35,000 MW
Program or as set forth in the Pricing Supplement applicable
to the Notes.

Concurrently with the first drawdown under the Program, we
are conducting conditional Tender Offers for any and all of
our, or our, or as the case may be, our subsidiary’s Majapahit
Holding B.V.'s, outstanding U.S.$750,000,000 8.000%
Guaranteed Notes due August 2019 (the “2019 Notes”),
U.S.$1,250,000,000 7.750% Guaranteed Notes due January
2020 (the “2020 Notes”’) and, U.S.$500,000,000 7.875%
Guaranteed Notes due June 2037 (the “2037 Notes’). The
2019 Notes, 2020 Notes and 2037 Notes were issued by
Majapahit Holding B.V. and irrevocably and unconditionally
guaranteed by us.
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Listing:

Governing Law:

Application has been made to the SGX-ST for permission to
deal in, and for the listing and quotation of, any Notes to be
issued pursuant to the Program and which are agreed at or
prior to the time of issue thereof to be so listed on the
SGX-ST. Such permission will be granted when such Notes
have been admitted to the Official List of the SGX-ST. The
Notes may also be listed on such other or further stock
exchange(s) as may be agreed between the Company and the
relevant Dealer in relation to each Series. If the application to
the SGX-ST to list a particular Series of Notes is approved,
such Notes listed on the SGX-ST will be traded on the
SGX-ST in aminimum board lot size of at least S$200,000 (or
equivalent in any other currency).

For so long as any Notes are listed on the SGX-ST and the
rules of the SGX-ST so require, the Company shall appoint
and maintain a paying agent in Singapore, where such Notes
may be presented or surrendered for payment or redemption,
in the event that the Global Note is exchanged for Definitive
Notes. In addition, in the event that the Global Note is
exchanged for Definitive Notes, an announcement of such
exchange will be made by or on behalf of the Company
through the SGX-ST and such announcement will include all
material information with respect to the delivery of the
Definitive Notes, including details of the paying agent in
Singapore.

Application has been made to the London Stock Exchange for
the Notes to be admitted to the ISM. The ISM is not a
regulated market for the purposes of MiFID II.

The Notes will be governed by, and construed in accordance
with, the laws of the State of New York.
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SUMMARY FINANCIAL INFORMATION

You should read the following discussion in conjunction with (i) the sections captioned “ Presentation
of Financial Information,” “ Selected Financial Information” and “ Management's Discussion and
Analysis of Financial Condition and Results of Operations,” (ii) our audited restated consolidated
financial statements as of and for the year ended December 31, 2015, (iii) our audited restated
consolidated financial statements as of and for the year ended December 31, 2016, and (iv) our
audited consolidated financial statements as of and for the year ended December 31, 2017 (together
with our audited restated consolidated financial statements as of and for each of the years ended
December 31, 2015 and 2016, our “ Consolidated Financial Statements”), and, in each case, the notes
thereto, which are included elsewhere in this Offering Memorandum. Our consolidated financial
statements as of and for the year ended December 31, 2015, were audited by KAP Tanudiredja,
Wibisana, Rintis & Rekan (a member of the PricewaterhouseCoopers network of firms) and our
consolidated financial statements as of and for each of the years ended December 31, 2016 and 2017
were audited by KAP Amir Abadi Jusuf, Aryanto, Mawar & Rekan (a member of the RSM network),
in each case in accordance with the Standards on Auditing established by the Indonesian Institute of
Certified Public Accountants as stated in their reports included elsewhere in this Offering
Memorandum.

Our consolidated financial statements as of and for the year ended December 31, 2015 have been
prepared in accordance with IFAS, and our consolidated financial statements as of and for the years
ended December 31, 2016 and 2017 have been prepared in accordance with Indonesian GAAP
included elsewhere in this Offering Memorandum and are presented in Rupiah, our reporting currency.
Indonesian GAAP/IFAS differs in certain respects from accounting principles generally accepted in
countries and jurisdictions other than Indonesia, including U.S. GAAP. In making an investment
decision, you should rely upon your own examination of the terms of the Offering and the financial
information included in this Offering Memorandum. You should consult your own financial advisors
for an understanding of the differences between Indonesian GAAP/IFAS and other GAAP you may be
more familiar with, including U.S. GAAP, and how these differences may affect the financial
information included in this Offering Memorandum. For a discussion of certain differences between
Indonesian GAAP/IFAS and U.S. GAAP, see “ Summary of Certain Differences Between Indonesian
GAAP/IFAS and U.S. GAAP.”

Solely for convenience, in this section certain amounts in Rupiah have been translated into U.S. dollar
amounts. See “ Exchange Rates” and “ Presentation of Financial Information” for further detail.

Restatement of Prior Years' Comparative Consolidated Financial Statements

Restatement of the consolidated financial statements as of and for the year ended December 31,
2016

On May 8, 2017, MEMR issued a letter relating to the realization of our electricity transmission
losses, and on August 31, 2017, the Audit Board issued the August 2017 Audit Report. As a result of
a change in the assumptions used for the calculation of losses as agreed between MEMR and the Audit
Board, the August 2017 Audit Report determined that the correct amount of the electricity subsidy that
we receive from the Government that we should recognize in our consolidated statement of profit and
loss for 2016 was Rp.58,043 billion, and not Rp.60,442 billion as reported in our previously issued
financial statements for 2016. As aresult, we restated the line item “Government’s electricity subsidy”
in the profit and loss statement in our consolidated financial statements for 2016 to Rp.58,043 hillion,
and made related adjustments to other items such as “Operating Income After Subsidy” and “Income
for the Year”. As a result of this restatement, KAP Amir Abadi Jusuf, Aryanto, Mawar & Rekan (a
member of the RSM network) reissued an unmodified audit opinion dated January 8, 2018 on our
restated consolidated financial statements for 2016. See Note 58 to our consolidated financial
statements as of and for the year ended December 31, 2016. This change does not have any impact to
our consolidated financial statements as of and for the year ended December 31, 2015.
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Restatement of the consolidated financial statements as of and for the year ended December 31,
2015

Since January 1, 2012, we have applied the provisions of ISFAS 8. ISFAS 8 provides guidance in
determining whether an arrangement is in substance a lease that should be accounted for in accordance
with SFAS 30. SFAS 30 provides guidance in determining whether an arrangement qualify as finance
lease or operating lease.

During the preparation of our consolidated financial statements as of and for the year ended December
31, 2015, we reconsidered the applicable accounting treatment on our | PP Power Supply Contracts and
we determined that our |PP Power Supply Contracts are not arrangements that are, or contain, leases
based on ISFAS 8. Consequently, SFAS 30 was not applied to our |PP Power Supply Contracts for the
year ended December 31, 2015. As a result, on June 28, 2016, our independent public accountants
issued a qualified audit opinion on our consolidated financial statements as of and for the year ended
December 31, 2015 stating that in their opinion, those consolidated financial statements presented
fairly, in all material respects, the financial position of our Company and our subsidiaries as of
December 31, 2015, and our financial performance and cash flows for the years then ended in
accordance with IFAS, except for the effects of not applying SFAS 30 to our IPP Power Supply
Contracts. As a result, our |PP Power Supply Contracts were accounted for as a normal purchase of
electricity for the year ended December 31, 2015. On March 1, 2017, OJK issued Regulation No. 6.

Based on this regulation, certain agreements entered into in relation to or in connection with the
supply of electricity (such as IPP Power Supply Contracts) are accounted for as sale and purchase
transactions even if they contain arrangements other than in connection with the sale and purchase of
electricity. The regulation is mandatory for financial statements for periods beginning on or after
January 1, 2017 and is applied prospectively. Early adoption is permitted for financial statements for
the period beginning on or after January 1, 2016 and we elected for early adoption. As a result, we
ceased to apply ISFAS 8 from January 1, 2016. Pursuant to Regulation No. 6, we expect to continue
to not apply ISFAS 8 to our IPP Power Supply Contracts for the foreseeable future, at least until our
assignment to accelerate the development of electricity infrastructure in Indonesia has been completed
or terminated. There can be no assurance, however, that the Government or the OJK will not issue
different or new regulations or guidance in the future which leads our management to go back to
treating IPP Power Supply Contracts as finance leases. “See Risk Factors — We have implemented
changes in how we account for our |PP Power Supply Contracts which make it difficult to compare
our financial information from year to year”.

In order to apply SFAS 30 and ISFAS 8 to our IPP Power Supply Contracts and fully conform with
IFAS as of and for the year ended December 31, 2015, we restated our consolidated financial
statements as of and for the year December 31, 2015. As aresult of this restatement, KAP Tanudiredja,
Wibisana, Rintis & Rekan (a member of the PricewaterhouseCoopers network of firms) reissued an
audit opinion dated March 14, 2017 (not included in this Offering Memorandum) that removed the
qualification on the previously issued audit opinion dated June 28, 2016. Subsequently, KAP
Tanudiredja, Wibisana, Rintis & Rekan (a member of the PricewaterhouseCoopers network of firms)
reissued an audit opinion dated April 26, 2017 on the restated consolidated financial statements
prepared in accordance with IFAS as of and for the year ended December 31, 2015. Those consolidated
financial statements and the related unqualified opinion dated April 26, 2017 are included elsewhere
in this Offering Memorandum.

Comparability of Consolidated Financial Statements and Financial Information

As described above, following the issuance of Regulation No. 6, we have changed our accounting
policy and ceased to apply the provisions of ISFAS 8 effective from January 1, 2016. However, the
consolidated financial statements as of and for the year ended December 31, 2015 applied ISFAS 8 in
accordance with IFAS. As aresult, our consolidated financial statements as of and for the years ended
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December 31, 2016 and 2017 are not directly comparable to our restated consolidated financial
statements as of and for the year ended December 31, 2015. See also “Presentation of Financial
Information” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations— Changes in Accounting Policies.”

Solely for the convenience of the reader and to enhance the comparability of the financial information
discussed in this Offering Memorandum, we also discuss certain financial information that excludes
the effects of applying ISFAS 8 to our IPP Power Supply Contracts in 2015 in order to provide
additional information, on an illustrative basis, when comparing to financial information for 2016,
which under Regulation No. 6 also excludes the effects of applying ISFAS 8 to our |PP Power Supply
Contracts. Such adjusted 2015 financial information is not directly comparable to our restated
consolidated financial statements as of and for the year ended December 31, 2015 which were
prepared in accordance with IFAS and applied the provisions of ISFAS 8. The 2015 financial
information that excludes the effects of ISFAS 8 is neither audited nor reviewed and is not based on
IFAS or any generally accepted accounting principles. KAP Tanudiredja, Wibisana, Rintis & Rekan (a
member of the PricewaterhouseCoopers network of firms) were not engaged to audit, review or apply
any procedures on this financial information. Accordingly, prospective investors should not rely on
this 2015 financial information that excludes the effects of ISFAS 8 as if it had been audited or
reviewed by our independent public accountants, or prepared in full compliance with IFAS.
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Statements of Profit or Loss and Other Comprehensive Income Data

Year ended December 31,

2015 2016 2017
Rp. %D Rp. %D Rp. % D U.S.$@
(Rp. billions and U.S.$ millions, except percentages)
Revenues
Sale of electriCity .....ccccooovevviiiiiiinneies 209,845 76.6 214,140 76.2 246,587 81.9 18,201
Customer connection fees..................... 6,141 2.2 7,052 2.5 7,113 2.4 525
OtherS.....iieii e 1,361 0.5 1,630 0.6 1,595 0.5 118
Total revenues .........cooevevvviiiiiieeeeiieins 217,347 79.4 222,822 78.7 255,295 84.8 18,844
Operating expenses
Fuel and lubricants ............cccceiiiiinnnnnn. (138,408) (50.5) (109,492) (39.0) (116,948) (38.8) (8,632)
Purchased electricity ...........cccovvvvvvinnnnn. (4,421) (1.6) (59,729) (21.3) (72,427) (24.1)  (5,346)
LASE ..o (8,066) (2.9) (6,545) (2.3) (6,592) (2.2) (487)
MaintenanCe.........cceveeeeiiiieeiiiieaeeeiinnnn. (21,861) (8.0) (21,227) (7.6) (19,516) (6.5) (1,441
Personnel .........ccoooviiiiiiiiiii (20,321) (7.4) (22,660) (8.1) (23,125) (7.7) (1,707)
Depreciation ........cccoovevviiiieiiiiiieen, (25,407) (9.3) (27,512) (9.8) (29,161) (9.7 (2,152)
Others.....oi i (7,090) (2.6) (7,284) (2.6) (7,707 (2.6) (569)
Total operating exXpenses.................... (225,574) (82.4) (254,450) (90.6) (275,474) (91.5) (20,333)
Operating loss before subsidy ............ (8,227) (3.0) (31,628) (11.3) (20,179) (6.7) (1.490)
Government'’s electricity subsidy.......... 56,553 20.6 58,043 20.7 45,738 15.2 3,376
Operating iNnComMe........ccoevvviiieiiiiaeees 48,325 17.6 26,415 9.4 25,559 8.5 1,886
Other income — nNet........o.oevviiiniinnnnnnn. 2,437 0.9 1,092 0.4 3,410 1.1 252
Financial income...........cccoocooiiiiieinnnnnn. 627 0.2 579 0.2 1,067 0.4 79
Financial COoSt .......ccoovvvviiiiieiiiiiiieiiiinn, (39,977) (14.6) (18,703) (6.7) (18,557) (6.2) (1,370)
Gain (Loss) on foreign exchange —

NEL Lo (27,326) (10.0) 4,195 1.5 (2,935) (1.0) (217)
Income (Loss) before tax...........c..ooee. (15,913) (5.8) 13,578 4.8 8,544 2.8 630
Tax benefit (eXPenses) .........cccevveeeennn. 21,940 8.0 (5,428) (1.9) (4,116) 1.4 (304)
Income for theyear............ocoeveiiennnnnn. 6,027 2.2 8,150 2.9 4,428 1.5 327
Income for the year attributable to:
Owners of the Company............ccccc.c.. 6,011 2.2 8,113 2.9 4,410 1.5 326
Non-controlling interest .............cc....... 16 0.0 37 0.0 18 0 0
TOtal.eeeeieii e 6,027 2.2 8,150 2.9 4,428 15 327
Basic earnings per share (in full

Rupiah amount) .......cccccceeiiiiiiiiiinn, 130,106 0.0 150,009 0.0 50,541 0.0 0

Notes:

(1) Expressed as a percentage of total revenues plus the Government’s electricity subsidy.

(2)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further

information about exchange rates and recent fluctuations in exchange rates.
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Statements of Financial Position Data

As of December 31,

2015 2016 2017

Rp. Rp. Rp. U.S.s®

(Rp. billions and U.S.$ millions)

Assets:

Non-current Assets 1,235,026 1,173,609 1,241,160 91,612
CUITENT ASSEES. ..ot 79,345 98,569 93,797 6,923
TOtaAl ASSEES...uuiieiieeiiee e 1,314,371 1,272,178 1,334,958 98,535
Equity:

Total EQUITY coeiieieieei e 804,791 878,399 869,417 64,173
Liabilities:

Non-current LiabilitieS......coviviiniiiiiiiiiiieeiieeiea 389,441 272,155 326,466 24,097
Current LiabilitieS.......oovuiiuiiiiiieieeieieeeeeeeen 120,139 121,623 139,075 10,265
Total LiabilitieS...coccoivviiiiii e 509,580 393,779 465,541 34,362
Total Equity and Liabilities........ccccooveeviiiiiiiiinnns 1,314,371 1,272,178 1,334,958 98,535
Note:

(1)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.

Statements of Cash Flows Data

Year ended December 31,

2015 2016 2017

Rp. Rp. Rp. u.s.s®

(Rp. billions and U.S.$ millions)

Net cash provided by operating activities................. 37,289 29,588 56,844 4,196
Net cash used in investing activities........................ (38,297) (54,800) (87,108) (6,430)
Net cash (used in)/provided from financing

ACHIVITIES .. (2,870) 43,595 30,610 2,259
Note:

(1) Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.
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Selected Financial Data

A reconciliation from operating income (after Government electricity subsidy) to Adjusted EBITDA
and other financial data for the years indicated therein are set out below:

As of December 31,

2015 2016 2017

Rp. Rp. Rp. U.S.$®

(Rp. billions and U.S.$ millions unless otherwise indicated)

Operating iNCOME.........uuiiiiiiiiaeeei e 48,325 26,415 25,559 1,886
(DT o T g=Tor - oo N 25,407 27,512 29,161 2,152
AMOTTiZatiON ... 213 276 286 21
Actuarial employee benefit expense-net of

PAYMENTS ... 2,220 1,391 1,586 117
Adjusted EBITDA® ..., 76,165 55,595 56,590 4,177
Operating Income/Adjusted Revenue (%) .............. 17.64 9.41 8.5 —
Adjusted EBITDA margin®® (%) ......cccceovveeeeneennnnn. 27.81 19.79 18.80 —
Total Borrowings to (Total Borrowings plus Total

EQUItY)® (%0) ceveeieeeeceeeeeeee e, 32.23 23.81 26.7 —
Total Borrowings to Total Equity (%) .....oovvevvvvnnnnnns 47.56 31.25 36.5 —
Total Borrowings to Adjusted EBITDA (times)......... 5.03 4.94 5.6 —
Total Net Borrowings® to Adjusted EBITDA

(IMES) et 4.72 4.18 4.9 —
Notes:

(1)  Our audited consolidated statements of profit or loss and other comprehensive income and our consolidated statements
of financial position for 2016 and 2017, respectively, are not directly comparable to our audited restated consolidated
statements of profit or loss and other comprehensive income and our consolidated statements of financial position for
2015, as explained above. As a result, the line-items presented in the above table are not directly comparable. If we
excluded the effect of ISFAS 8 on our “operating income after subsidy” and “depreciation” accounts for 2015, they would
have been Rp.27,637 billion (non-GAAP) and Rp.21,419 billion (non-GAAP), respectively, and consequently our
Adjusted EBITDA would have been Rp.51,489 billion (non-GAAP) in 2015. Following the same approach, our Adjusted
EBITDA Margin would have been 18.8% (non-GAAP), Total Borrowings to (Total Borrowings plus total equity) 22.9%
(non-GAAP), Total Borrowings to Total Equity 29.7% (non-GAAP), Total Borrowings to Adjusted EBITDA 4.9 times and
Total Net Borrowings to Adjusted EBITDA 4.4 times.

(2) We define Adjusted EBITDA as operating income plus depreciation expense, amortization expense and actuarial
employee benefit expense — net of payments. We believe that the presentation of our Adjusted EBITDA facilitates
comparisons of operating performance from period to period and from company to company by eliminating potential
differences caused by variations in capital structures (affecting interest expense), tax positions (such as the impact on
periods or companies of changes in effective tax rates or net operating losses) and the age and book depreciation of
tangible assets and deferred charges (affecting relative depreciation and amortization expense). In particular,
presentation of our Adjusted EBITDA eliminates non-cash items such as amortization of deferred charges, actuarial
employee benefit expense — net of payments made during the period that arise from actuarial assumptions and
depreciation expense that arises from the capital intensive nature of the utilities industry. We also believe that the
presentation of our Adjusted EBITDA is a useful supplemental measure of our ability to service debt. See “Non-GAAP
Financial Measures”.

(3) “Adjusted Revenue” as used for computing this ratio is the sum of total revenue and the Government electricity subsidy.
(4)  Adjusted EBITDA margin is calculated by dividing Adjusted EBITDA over Adjusted Revenue.

(5)  Total Borrowings include two-step loans, Government loans, bonds payable, bank loans and medium term notes, certain
lease liabilities and electricity purchase payable.

(6) Total Net Borrowings refers to Total Borrowings minus cash and cash equivalents.

(7)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.
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Selected Operating Data

Year ended December 31,

2015 2016 2017

(MW except percentages, GWh and average
selling price)

Installed Capacity™®

PN e 41,895 43,294 42,656

IPPS) Lttt 8,964 11,371 13,270

Total system installed capacity®..........ccccoveiiviiiieeice e 50,859 54,665 55,926

Peak demand®............ccciiiiiiie i 33,381 36,882 37,044

Net dependable capaCity ™ ...........cc.cccviviiiieiieceece e 42,759 48,309 49,049

RESEIVE CAPACITY . .ivvviieiiiii e e e 17,478 17,783 18,882

ReSErve Margin® ... .......ooiiiiiiiii e 52.4% 48.2% 51.0%

Operating reserve Margin® ..........cccoovuiiieiieece e 28.1% 31.0% 32.4%

Average demand® ... ... 25,964 28,687 29,070

Units of electricity sold (GWh) .......ooiiiiiiiiiiiiiie e 202,846 216,004 223,134

Average selling price (RP.JKWH) ..o 1,035 994 1,105

Notes:

(1) Installed capacity represents the combined level of output that may be sustained continuously without significant risk
of damage to plant and equipment.

(2)  Represents the contractual capacity as specified in the relevant |PP contracts.

(3)  Total system installed capacity represents our capacity and those of |PPs.

(4) Peak demand represents the aggregate actual maximum peak demand on every system at any single time during the
period.

(5) Net dependable capacity represents the rated capacity and the contractual capacity of the |PPs as specified in the relevant
IPP contracts.

(6) Reserve margin is equal to the difference between total system installed capacity and peak demand as a percentage of
peak demand.

(7)  Operating reserve margin is equal to the difference between net dependable capacity and peak demand as a percentage
of a peak demand.

(8)  Average demand is equal to the average demand on our system during the period.

Selected Operating Performance Data

Year ended December 31,

2015 2016 2017
Equivalent forced outage rate (%)™ ......c.ccoeevviiieiiiiiiiiieeie e 8.56 7.73 5.0
Capacity faCtor (90) ....ceevvueeeiiiiee et 50.53 53.57 49.42
Transmission and distribution 10SSeS (%) .......vvevvvviieiiiiiiieiiiiiieeeiien. 9.8 9.5 8.8
Distribution [0SSES (Y0) ..evvvuuieiiiiieeiiie et e e 7.6 7.2 6.5
TransmMisSiON [OSSES (Y0) ...cvvvvnrieiiiiieeeeiie et e e e 2.3 2.3 2.4
SAIFI (frequenCy/CUSLOMEN) ....ociiiiiieiii e 6.0 15.1 12.7
SAIDI (NOUI/CUSEOMET) ..vvieiiiiee et 5.3 25.5 19.3
Number of customers per employee........cooeevvviiieeiiiiiieiiiii e 1,285 1,245 1,492

Note:

1)

Java-Bali only. As of December 31, 2017, the integrated interconnection system which provides this data has been
completed only in Java-Bali.
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RISK FACTORS

An investment in the Notes involves certain risks. You should carefully consider all of the following
factors, in addition to the matters set forth in this Offering Memorandum, prior to investing in the
Notes. In general, investing in securities of companies in emerging market countries such as Indonesia
involves risks not typically associated with investing in the securities of companies in more devel oped
economies. To the extent the description in this section relates to Government or Indonesian
macroeconomic data, such information has been extracted from official Government publications or
other third-party sources and has not been independently verified by us.

Risks Relating to our Business and Operations
We are subject to the control of the Government, whose interests may differ from our interests

We were established based on Deed No. 169 dated July 30, 1994, made before Sutjipto, SH, Notary
in Jakarta which was ratified by Minister of Justice Decree No. C2-11-519HT01.01TH’94 dated
August 1, 1994 (as amended from time to time (“Articles of Association”)). The Government is our
sole shareholder and, through its agencies, it is likely to continue to retain control over us. We have
historically operated as a Government service provider and, accordingly, the Government has
historically influenced, and is likely to continue to influence, our strategy and operations. The
Government also has the ability to influence and control other Government-related entities we conduct
business with, including PT Pertamina (Persero) (“Pertamina’), the Indonesian state oil and gas
company, which, until recently, was our primary supplier of fuel oil. The Government is likely to
retain control of us through majority ownership, which gives the Government powers with respect to
approving matters such as the election and removal of Commissioners and Directors, amendments to
our Articles of Association, changes in our capital structure and mergers and acquisitions,
consolidation or liquidation.

There can be no assurance that the Government will exercise its control and influence for our benefit.
If we are required to act in the Government’s interests and those interests differ from our interests,
or if the Government favors the interests of others, such action could have a material adverse effect
on our business, financial condition, results of operations and prospects and our ability to make
payments under the Notes.

If the price of fuel oil, natural gas or coal increases, our future operating expenses will increase,
which could have a material adverse effect on our results of operations

Our profitability can be significantly impacted by prices of fuel oil, natural gas and coal. For example,
10.7%, 8.2% and 6.6% of our GWh production was generated using fuel oil for the years ended
December 31, 2015, 2016 and 2017, respectively, but the cost of fuel oil was 26.1%, 22.0% and 19.9%
of our total fuel and lubricants expenses during the same periods. If the price of fuel oil, natural gas
and/or coal increases, it will increase our operational expenses and could materially and adversely
affect our business, financial condition, results of operations and prospects.

Since the Government ceased providing fuel subsidies in October 2005, the price we have paid for fuel
oil has fluctuated monthly, based on the market price, which is the daily mean (average of the high
and low quotations in Singapore) of the particular oil product in the previous month (the Mid-Qil
Platts Singapore or “MOPS”). This has resulted in our paying higher prices for fuel oil. For example,
in January 2005, when fuel prices were subsidized by the Government, our price was fixed at Rp.1,650
per liter for high-speed diesel oil, which is the most expensive type of fuel oil we require, and which
accounted for approximately 84.1% of our fuel oil expensesin the year ended December 31, 2005. By
October 2005, when the Government stopped subsidizing fuel oil, our price for high-speed diesel oil
had increased to Rp.6,000 per liter, reflecting the market price of oil. In the year ended December 31,
2017, the average price we paid for high-speed diesel oil across our regions of coverage ranged from
a low of Rp.5,532 per liter to a high of Rp.6,976 per liter and high-speed diesel oil accounted for
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approximately 78.3% of our fuel oil expenses. The price of fuel oil per liter in Rupiah fluctuates in
accordance with the price of fuel oil in the world market and is affected by the exchange rate of the
U.S. dollar against the Rupiah. The price of fuel oil in the world market is subject to a variety of
factors that are beyond our control. These factors, among others, include:

° international events and circumstances, as well as political developments and instability, in
petroleum-producing regions;

o policies of the Organization of the Petroleum Exporting Countries and other
petroleum-producing nations that seek to set and maintain production levels and influence
market prices;

° domestic and foreign government regulations with respect to the oil and energy industries in
general;

° level and scope of activity of oil speculators;
° weather conditions and seasonality; and
° overall domestic and regional economic conditions.

Due to Government regulations with respect to electricity tariff rates, in recent years, we have been
unable to pass on increases in fuel prices to consumers through increased tariffs. We also procure a
portion of the coal we need on the spot or short-term market at the prevailing market price, which
increases our risk of buying at high prices.

We are exposed to certain risks associated with developing additional electricity generating plants
and acquiring other power generation assets

Under the Government’s Fast Track Program |, we were originally mandated to build coal-fired
electricity generating plants at 42 locations in Indonesia, including ten plants with an aggregate
capacity of 7,490 MW in Java-Bali and 32 plants with an aggregate capacity of 2,437 MW outside
Java-Bali. Two of the 42 originally mandated |ocations have been combined into one location, three
locations have since been terminated due to difficulties involving conditions of the sites and EPC
contractors, and four locations have been reserved for future development, resulting in 34 locations
with active development for 9,927 MW under the Fast Track Program |. As of December 31, 2017, we
had signed 34 EPC contracts for 34 coal-fired electricity generating plants located in ten locations in
Java-Bali and 24 locations outside Java-Bali. See “Relationship with the Government — Gover nment
as Customer — The Fast Track Programs.”

Under the terms of all of the current 34 EPC contracts for Fast Track Program I, we are required to
directly pay the contractor approximately 15.0% of the contract price ourselves and obtain the
remaining approximately 85.0% of the contract price through export credit or other bank financing
from one or more banks, generally within 90 or 120 days of the contract date. As of the date of this
Offering Memorandum, we have secured financing in the form of export credits and other bank
financing for generating plants at 33 out of the 34 planned locations and we have completed
construction of generating plants at 27 locations with 9,640 MW in operation, equal to approximately
97% of the total planned capacity of 9,927 MW. As of December 31, 2017, we had incurred a total of
Rp.164,611 billion (U.S.$12,150 million) in costs related to the Fast Track Program I, pertaining to
construction and renovation of generation development projects, transmission development projects
and the related capitalized borrowing costs.
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Pursuant to the Fast Track Program I, we have been mandated to procure 17,428 MW of renewable
energy, gas and coal-fired plants in order to fulfill increasing electricity demand in Indonesia beyond
that provided by completion of the Fast Track Program I. Over half of the construction required under
the Fast Track Program Il are expected to be built by IPPs, with the remaining locations to be
constructed by us. Funding for these locations is expected to be provided through a combination of
allocations from the state budget, two-step loans, bank loans, capital markets and internal sources.

To address the growing demand for electricity and to achieve its target of electrification ratio, the
Government announced the 35,000 MW Program in 2015. The 35,000 MW Program will require a
significant amount of investments, estimated to be more than Rp.1,127 trillion (U.S.$87 billion) in
aggregate. In order to ease this financial burden, we plan to build power plants to produce
approximately 8,911 MW in aggregate while the remaining 26,950 MW are expected to be produced
through 1PPs.

We estimate the total investment required by the EPC contracts for both our Company and the |PPs
under the Fast Track Program Il and the 35,000 MW Program to amount to approximately U.S.$89,893
million for generation development projects and approximately U.S.$24,570 million for transmission
development projects. As of December 31, 2017, we had drawn down approximately Rp.113,645
billion under loans relating to the construction of Fast Track Program Il and 35,000 MW Program, in
each case excluding I PPs. For the year ended December 31, 2017, we had incurred U.S.$6,955 million
in capital expenditures and we expect to incur additional substantial capital expenditures to undertake
new projects, including those under the Fast Track Programs and the 35,000 MW Program, as well as
for the replacement of operating assets and infrastructure. These capital expenditures are expected to
be funded through a combination of internally generated cash and other external financing. See
“Relationship with the Government — Government as Customer — The Fast Track Programs.”

The implementation and completion of these programs will require a significant amount of funding to
be obtained by us and the IPPs. There is no assurance that we and the IPPs will be able to source
additional funding on time or at commercially agreeable conditions, which would negatively and
adversely impact our business prospects, financial condition and ability to implement our strategy or
complete these programs on schedule or at all.

We have implemented changes in how we account for our PP Power Supply Contracts which make
it difficult to compare our financial information from year to year

Our audited consolidated financials for 2016 and 2017 are not directly comparable to our audited
restated consolidated financials for 2015 due to a change in accounting policy. In 2016, we ceased
applying the provisions of ISFAS 8, in accordance with SFAS 30, to our |PP Power Supply Contracts
in accordance with OJK’s Regulation No. 6 whereas we applied these provisions to our PP Power
Supply Contracts in 2015. The non-application of ISFAS 8 in 2016 and 2017 resulted in a significant
portion of our IPP Power Supply Contracts no longer being treated as finance leases. As a result, a
significant portion of our expenses in 2016 and 2017 were recorded differently compared to previous
years, which has a significant and direct impact on the comparability of our financial statements over
the 2015-2017 period. Our management continually evaluates the appropriateness of various
accounting policies, as further required or informed by various regulations and guidance issued by the
Government, including regulatory body such as OJK. Our management has in the past taken different
positions on the appropriateness of treating our |PP Power Supply Contracts as finance leases based
on factors that it believed to be reasonable under the circumstances. Pursuant to Regulation No. 6, we
expect to continue to not apply ISFAS 8 to our IPP Power Supply Contracts for the foreseeable future,
at least until our assignment to accelerate the development of electricity infrastructure in Indonesia
has been completed or terminated. There can be no assurance, however, that the Government or the
OJK will not issue different or new regulations or guidance in the future which leads our management
to go back to treating PP Power Supply Contracts as finance leases. See “Management’s Discussion
and Analysis of Financial Condition and Results of Operations — Restatement of Prior Years
Consolidated Financial Statements” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Changes in Accounting Policies” for a more detailed
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description of the effects of applying ISFAS 8. As such discussion illustrates, any change in the
application of such accounting policy could have a significant impact on our financial statements,
including any potential restatements of prior years' financials resulting from such change, that affect
the comparability of our financial statements from year to year and your ability to understand our
financial results and condition.

We are exposed to risks associated with developing additional electricity generating plants and
acquiring other power generation assets, in particular the successful completion of the Fast Track
Programs and implementation of the 35,000 MW Program

Completion of the Fast Track Programs and the implementation of the 35,000 MW Program may place
a strain on our management, operational and financial resources. We may face difficulties with this
expansion in the integration of our operations, technologies and personnel. Our ability to implement
and obtain funding for these programs will depend on our ability to effectively monitor operations,
control costs, maintain effective quality controls and strengthen our internal management, technical
and accounting systems. Ability to secure requisite funding for our programs may prove difficult due
to restrictions on loan agreements with the Government, delays in Government budget approvals,
requirements of cash investments and net cash flow falling below targets.

The success of these programs will largely depend on our ability to source sufficient supplies of coal
domestically at lower prices than would be available if we had to import coal from abroad. If we are
unable to source the required amount of coal for these plants at reasonable prices or at all, we may
not be able to meet our forecasts and targets in connection with the Fast Track Programs. See “ — We
may not be able to secure sufficient supplies of natural gas or coal, which could adversely affect our
business.”

Further, the success of these programs also depends on our ability to select contractors, source labor,
cooperate with other state owned enterprises, enter into new PPAs and procurement and construction
contracts, acquiring land, the construction of transmission and distribution facilities to support new
electricity generating plants. There can be no assurance that we will be able to construct the necessary
facilities on schedule or at all.

In 2015, our Company was tasked with implementing the 35,000 MW Program in cooperation with the
private sector with a goal of increasing Indonesia’s electrification ratio to above 97.9% by the end of
2019. In March 2018, pursuant to the National Electricity Business Plan (RUPTL) 2018-2027, the
Government adjusted the target completion dates and capacities under this program to 15,600 MW by
the end of 2019 and 35,000 MW by the end of 2024. We have recalibrated our plan for the 35,000 MW
Program according to the adjusted target completion dates and capacities. The proposed timeline, scale
and complexity of this project will require the mobilization of a significant amount of resources,
including human capital and financial resources. Despite strong support by the Government and
regional and local authorities, the construction of the power plants, substations, transmission and
distribution networks required by the 35,000 MW Program involves various risks and uncertainties
such as risks associated with the engineering, construction, design, operations and other such
challenges; availability of project management expertise; potential increased costs for, or shortages of,
equipment and labor; regulatory and environmental compliance issues; regional and global economic
conditions; and the possibility of natural disasters, any of which may significantly delay or prevent
the completion of the successful implementation of the 35,000 MW Program as currently
contemplated. The issuance of permits in Indonesia is also subject to various governmental and
administrative approvals and may require, among other things, modification of plans or remediation
for any negative environmental effects at the construction sites. Completion of such a complex and
ambitious program will also require the selection of a significant number of contractors, 1PPs and
other partners in an orderly and efficient fashion. Additionally, the land acquisition process includes
the process of analysing appropriateness of location and tendering, screening and bidding processes,
any of which may cause delays. Due to these risks, the actual capital expenditure for construction and
start-up of the 35,000 MW Program may significantly exceed levels currently contemplated.
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Due to the foregoing factors, we may not be able to successfully complete the 35,000 MW Program
as scheduled or within budgeted costs, which could significantly and adversely impact our financial
condition and results of operations.

Delays or difficulties in the process of obtaining land rights could disrupt our expansion plans

The procurement and construction contracts entered into or to be entered into in connection with our
projects, such as the 35,000 MW Program, require that we acquire and obtain the relevant land titles
to land necessary for the construction projects at the relevant locations.

Government regulations may delay or limit our ability to obtain additional the required land rights for
the construction of new power plant facilities, transmission lines and distribution networks or the
expansion of our existing facilities. Despite Government efforts to accelerate the process for obtaining
permits through Presidential Regulation No. 148/2015, the process for obtaining the relevant land
titles is a multi-stage, time-consuming process where each stage presents opportunities for delay,
which may inhibit our ability to obtain land titles in a timely manner, or at all. Failure to obtain the
relevant land titles would inhibit our ability to use such land and disrupt our projects, and we may be
unable to recover the costs related to the acquisition of such land or incur new costs in acquiring
alternative land. In addition, there is uncertainty in respect of the balance between the local and the
central governments and the procedures for obtaining land use rights, renewing licenses and approval s
and monitoring compliance with environmental regulations.

If we fail to obtain, or encounter any significant delay in obtaining, the relevant title to lands relating
to our projects, it could adversely impact our business, financial condition and growth prospects.

We cannot guarantee that in the future the Government will continue to provide us with subsidies
that cover our costs to produce electricity, or that any subsidy will be provided in a timely manner

Our tariff rates for electricity sales are regulated by the Government. As the electricity tariff rates we
are permitted to charge certain groups of our residential customers have historically been lower than
our costs of production for the electricity we sell to these customers, we have relied on Government
subsidies to fully cover the difference between our costs and revenues when we provide electricity to
these customers. In the past, the manner of calculating and disbursing Government subsidies has been
amended from time to time. In the past, our previously approved annual budgeted subsidy has been
subsequently adjusted to a lower amount based on audits from the Audit Board. These revisions
resulted in receipt of subsidies significantly lower than our actual costs. These revisions may
materially adversely affect our business, financial condition, results of operations and prospects, as
well as the ability of holders of the Notes to enforce their rights under the Notes.

The Minister of Finance Regulation No. 44/PMK.02/2017, as amended by the Minister of Finance
Regulation No. 162/PMK.02/2017, makes allowances for any under-estimation in the calculation of
subsidies and allow quicker disbursement of subsidy payments. There can be no assurance, however,
that future subsidy payments will be disbursed in a timely manner or at all. Further, the method of
calculating or disbursing subsidies may be revised from time to time in a manner that is not favorable
to us. These revisions may materially adversely affect our business, financial condition, results of
operations and prospects, as well as the ability of holders of the Notes to enforce their rights under
the Notes. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Factors Affecting our Results of Operations and Financial Condition” and “Regulation
of the Indonesian Electricity Sector — Subsidies.”
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We may face losses in the future if the maximum tariff rates we are allowed to charge remain below
our production cost or are reduced due to any constraints placed on our pricing of electricity under
the Government-regulated tariff regime

The Government sets the level of the tariffs we can charge for the electricity we sell. Tariffs for
electricity sales are proposed by the MEMR and approved by the President. Pursuant to the MEMR
Regulation No. 28/2016, the Government applied a tariff adjustment mechanism for 13 types of
customers. However, the tariff adjustment has only been implemented for 12 types of customers that
represented in aggregate 65.0% of the overall sales as planned under the 2017 state budget and the
tariff rates set by the Government have, for some time, been below our cost of production for certain
residential customers. As aresult, because we perform a PSO within the meaning of Law No. 19/2003
when providing electricity to such customers, the Government pays us an electricity subsidy to
compensate for differences between our production costs and tariffs set at a level below such
production costs and a PSO Margin set at 7.0% above the cost of electricity to meet our finance costs
for borrowings related to capital expenditures.

There can be no assurance that the Government will maintain the current levels of PSO Margin in the
future or that the Government will approve future increases in the Tarif Dasar Listrik which is known
as the basic electricity tariff, especially during economic downturns. In the past, negative public
sentiment has influenced the Government’s willingness to maintain low tariff rates. If electricity
tariffs remain at current levels, are reduced or not sufficiently increased, especially if our operating
expenses remain the same or continue to rise, it could materially and adversely affect our business,
financial condition, results of operations and prospects. See “Relationship with the Government” and
“Regulation of the Indonesian Electricity Sector.”

We face construction and start-up risks which could adversely affect our business.

The construction of a power plant involves many risks, including:

shortages of equipment and materials;

° work stoppages;

° weather interferences;

o unforeseen engineering, design, environmental and geological problems;

° delays in receiving requisite licenses or permits;

° strikes or labor unrest, injuries; and

unanticipated cost increases,

any of which could give rise to delays or cost overruns. Construction delays may result in the loss of
revenues. No assurance can be given that construction of electricity generating plants or construction
of other projects under development will be completed on schedule and within budget. Significant
construction or start-up delays could have a material adverse effect on our business, financial
condition, results of operations and prospects.
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We may experience delays or other difficulties in obtaining Government and related approvals,
which could adversely affect our business

We are required to secure appropriate Government approvals associated with developing additional
electricity generating plants and the process of obtaining such Government approvals is complex and
can be lengthy. Establishing new electricity generating plants and expanding existing electricity
generating plants in Indonesia principally require us to obtain the following approvals from the
relevant regulatory authorities:

° approval of a project proposal;

° approval of a feasibility study (and an initial design and project budget in the case of key
projects); and

° approval of a construction commencement report.

In the course of developing an electricity generating plant, numerous permits, approvals and consents
must also be obtained from relevant national, provincial and local governmental authorities relating
to siting, construction, environmental matters, operating licenses and other matters. In addition,
Government approvals must be obtained with respect to the development and construction of ancillary
infrastructure required to support new power projects. We must also secure approval from the
Government as our sole shareholder before entering into any contract with a duration of one year or
longer that exceeds certain value thresholds. There can be no assurance that additional electricity
generating plants or expansions of existing electricity generating plants will receive all necessary
approvals in a timely manner or at all. Significant delays or failure in obtaining necessary approvals
could have a material adverse effect on our business, financial condition, results of operations and
prospects.

We may have difficulty securing necessary financing for our projects, which could adversely affect
our business

Each of the electricity generating plants that we intend to develop, as well as those that we may decide
to develop in the future, will require substantial capital investment. As we are owned by the
Government, in the past we have been able to obtain long-term borrowings either from the
Government itself or through the Government and sourced from foreign quasi-governmental
institutions, such as the International Bank for Reconstruction and Development (“IBRD” or the
“World Bank”), Asian Development Bank (“ADB”"), the Japan International Cooperation Agency
(“JICA™), the Japan Bank for International Cooperation (“JBIC”) or Kreditanstalt fur Wiederaufbau
(“Kfw™), on more favorable terms than would otherwise be available commercially. There can be no
assurance that in the future we will be able to source further funding from either the Government or
such foreign quasi-governmental institutions on similar terms or at all. In addition, the Government’s
policy is for state-owned enterprises to gradually reduce their reliance on such loans.

We have obtained several unguaranteed long-term offshore direct borrowings since 2013 from
Standard Chartered Bank, Agence Francaise de Developpement, JBIC syndication, The Export-Import
Bank of Korea syndication, Export Development Canada (“EDC”) and Hungarian Export-lmport Bank
Private Limited Company (“HEXIM"), KfW-IPEX, Compafia Espafiola de Seguros de Crédito a la
Exportacion, Servizi Assicurativi del Commercio Estero, Korea Trade Insurance Corporation — Credit
Agricole, SERV Swiss Export Risk Insurance, Bank Gospodarstwa Krajowego — KUKE, as well as
guaranteed long-term offshore direct borrowings from ADB, IBRD and IDB. We have also been able
to obtain several unguaranteed local banks borrowings since 2011 to finance our capital expenditure
amounting to a total of Rp.83.3 trillion to date.
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The terms of all of the EPC contracts for the Fast Track Program | we have signed to date provide,
and those that we will sign in the future are also expected to provide, that we finance approximately
85.0% of the contract price through export credit agency (“ECA”) lenders or other bank financing. On
an aggregate basis, we estimate ECA financing will comprise approximately Rp.26.6 trillion of
Rp.34.4 trillion and U.S.$5.3 billion of nearly U.S.$6.9 billion total estimated financing required to
complete the Fast Track Program |. Several lenders have requested, and other lenders may in the future
request, the Government to provide financial support, in the form of a full and unconditional
guarantee, of our obligations under credit financing obligations in connection with the Fast Track
Program |. Although it is the general policy of the Government not to guarantee private loans to
state-owned enterprises, as the Fast Track Program | is an initiative of the Government, specific
Government regulations allow the Government to provide full guarantees of our obligations to lenders
related to the Fast Track Program I. In this respect, the Government, through the Ministry of Finance,
has provided unconditional and irrevocable guarantees to lenders in connection with the financings we
have obtained for the relevant Fast Track Program | locations. The guarantees provide for payments
by the Government in respect of these obligations in the event of a payment default by us. Under the
Fast Track Program II, the Government is also required to provide viability guarantees to guarantee
our ability to meet our financial obligations to the |PPs as stated in the invoices for the purchase of
electricity under the PPAs upon a proposal submitted by us and subject to certain conditions.

Further, if we do not obtain such export credit financing in accordance with the terms of the relevant
EPC contract, we will need to enter into negotiations with the relevant contractor to agree on how
financing will be obtained. In the event that we are unable to reach an agreement with the contractor
on financing or are unable to agree with the lenders on terms that are acceptable to us, we may
experience substantial delays in the development of our Fast Track Programs locations, which could
adversely affect our business, financial condition and results of operations and prospects.

If adequate long-term funding is not available on satisfactory terms or at all, we may have to delay
or abandon future capital-intensive projects, a number of which are fundamental to the future
prospects and development of our business. Moreover, our future business activities and expansion
plans may require us to alter our capital structure. If we are unable to access sufficient capital for our
operations, this would have a material adverse effect on our prospects and growth strategy. Such
failure to obtain financing may also, over time, reduce the quality and reliability of the service we
provide, as well as adversely affect our future profitability.

Our ability to arrange financing is dependent on numerous factors, including general economic and
capital market conditions, credit availability from banks or other lenders, our credit ratings and
financial performance, receipt of necessary Government approvals, the extent of restrictions on
foreign investment in Indonesia and applicable Indonesian tax provisions, company and securities
laws. There can be no assurance that we will be able to obtain financing from our usual or alternative
sources, that such financing will be on terms acceptable to us or that such financing plans will not be
delayed. If we fail to obtain necessary financing on acceptable terms or such financing is delayed, it
could have a material adverse effect on our business, financial condition, results of operations and
prospects.

Negative public sentiment may have an impact on our development plans, which could adversely
affect our business

We have encountered in the past, and may continue to encounter in the future, negative public
sentiment and disagreement regarding the development or operation of our electric power plants and
other facilities. For instance, members of the public have criticized our plans to develop extra-high
voltage transmission (500 kV) or high voltage transmission (150 kV) due to health concerns.
Disagreements with the public may negatively impact our development plans for the construction and
expansion of electricity generating plants or transmission infrastructure, which could have a material
adverse effect on our business, financial condition, results of operations and prospects.
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Under the New Electricity Law, the procedure for setting tariffs has changed, and tariffs may be less
uniform, resulting in lower revenues

Under the terms of Law No. 15 of 1985 on Electricity (the “Old Electricity Law”), the electricity
tariffs charged by us were required to be approved by the President of Indonesia based on a proposal
by the MEMR. However, under the New Electricity Law, as we are a holder of an IUPTL, the
electricity tariffs we may charge will be determined by the President of Indonesia with the prior
approval of the Indonesian House of Representatives, which is required to consider the balance
between the national, regional, consumers’ and electricity business players’ interests. There is a risk
that the change in the process for setting tariffs may delay decisions on tariff changes, which could
delay our ability to take advantage of any increased tariffs. Additionally, the New Electricity Law
permits the Government to set multiple tariffs for different areas within a single Business Area (as
defined below). For further discussion of this issue, see “Regulation of the Indonesian Electricity
Sector — Tariff Structure.”

Given that we currently charge tariffs that are less than our costs, to the extent that any reduction or
change in tariff further increases the difference between our cost to produce the electricity we sell and
the price we are permitted to charge for that electricity which is not covered by the Government
subsidy, our business, financial condition, results of operations and prospects, and our ability to make
payments under the Notes could be materially and adversely affected.

We may be exposed to liabilities arising out of our contracts

We may be exposed to liabilities under certain contracts we have entered into, as well as those we may
enter into in the future. As of December 31, 2017, the Government has completed a review of 43 of
our existing PPAs as a part of the Government’s adjustments to the Fast Track Program Il and the
35,000 MW Program. As a result of these reviews, we amended 35 PPAs reflecting an aggregate
contractual capacity of 4,572 MW, which resulted in higher prices of the electricity we purchase under
these PPAs. After review, we have terminated two PPASs representing an aggregate contractual capacity
of 31 MW and performance by IPPs with which we have entered into the 4 remaining PPAs
representing an aggregate contractual capacity of 299 MW has been delayed due to internal issues
experienced by these IPPs.

In addition, we have been advised by our Indonesian counsel that, due to the manner in which certain
of our current EPC contracts (relating to the Fast Track Programs) have been drafted, some of these
EPC contracts are effective and binding as of the date they were signed, while others are effective and
binding only upon the fulfilment of certain conditions precedent, such as our successfully obtaining
the requisite export credit financing. In the event that we do not obtain such financing in a timely
manner or at all, and the other party to the contract brings a claim against us, it may be difficult for
us to enforce the terms of the contract, including the governing law provisions, which could expose
us to liability for costs and potential damages and/or an unfamiliar legal regime.

There can no assurance that our exposure to liabilities arising out of our existing and future contracts
including, without limitation, PPAs and EPC contracts, will not result in material losses or that our
future contracts will provide adequate protection from liabilities on commercially acceptable terms or
at all. If we suffer such material loss, it could have a material adverse effect on our business, financial
condition, results of operations and prospects.

We may suffer losses for which we are uninsured, or we lack adequate insurance, which could
adversely affect our business

The operation of our business carries a risk of loss caused by adverse weather conditions,
environmental mishaps, fire, mechanical failure, war, terrorism, natural disasters and other
circumstances or events. Any such event may result in loss of property, loss of revenues and/or
increased costs that may not be fully compensated by insurance proceeds. In addition, certain types
of risks (such as war risk and terrorist acts and certain disasters) may be uninsurable or the cost of
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insurance may be prohibitive when compared to the risk. Should an uninsured loss or aloss in excess
of insured limits occur or if we do not receive insurance proceeds in a timely manner or at all, we
could be required to pay compensation and/or lose capital invested in the affected property as well as
anticipated future revenue from the property.

In addition, under the terms of our EPC contracts, the contractor is required to obtain insurance
policies to our satisfaction and approval and for our benefit, including builders’ risk insurance,
third-party liability insurance and marine and cargo insurance. As of the date of this Offering
Memorandum, we have received some of such insurance policies, which are effective. The remaining
insurance policies are not yet effective as the conditions under the EPC contracts to which they relate
have not been fulfilled by the EPC contractors. Should an uninsured loss or aloss in excess of insured
limits occur, the relevant contractor could be exposed to considerable losses which could compromise
its ability to complete the relevant project, and, as a result, we could lose our capital investment in
the project.

No assurance can be given that material losses in excess of insurance proceeds will not occur or that
adequate insurance coverage will be available in the future in respect of our business or assets on
commercially reasonable terms or at all. If we suffer such material loss, it could have a material
adverse effect on our business, financial condition, results of operations and prospects.

We may not be able to secure sufficient supplies of natural gas or coal, which could adversely affect
our business

Part of our electricity generation business is dependent on natural gas supplies. In the past, we have
experienced difficulty in obtaining adequate supplies of natural gas to meet our demand due to lack
of availability and/or the volume delivered from our suppliers being less than the contracted volumes.
Since 2003, we have faced a shortage of natural gas which has caused us to shut down certain
electricity generating plants and to utilize fuel oil for certain dual-fired electricity generating plants.
In addition, our gas suppliers have told us that a number of the natural gas fields from which we
currently receive supplies are becoming depleted. To alleviate such supply shortage, we have
implemented various measures to secure additional sources of natural gas for our plants. Since the
LNG regasification terminal at Arun operated by Perta Arun Gas commenced operation in March 2015,
we have received LNG from this facility at an average of approximately 111 BBTUD to PLTMG Arun
184 MW, PLTGU Belawan 750 MW and MPP Paya Pasir 83 MW. In February 2015, our PLTGU
Tambak Lorok 1,034 MW also started to receive gas from Petronas Carigali Muriah Ltd. at an average
of 116 BBTUD. The Government has provided additional 40 BBTUD in 2016 to the Badak export
manifold main pipe, which is approximately 55 km away from our electricity generating plant in PLTG
Tanjung Batu. We are in the process of procuring a dedicated pipeline to the Badak export manifold
main pipe to alleviate the shortage. Since then, shortage of gas supply has been kept to a minimum,
and has been limited only in East Kalimantan region. Also, our natural gas supply is subject to price
fluctuations due to U.S. dollar denominations of our natural gas purchase agreements. Although we
continually negotiate with additional suppliers and are expanding our generation network to reduce
our dependence on natural gas, there can be no assurance that we will be able to establish or maintain
the necessary infrastructure and supply contracts to secure sufficient additional supplies of natural gas
for our existing electricity generating plants or to implement our growth strategy without delay, or at
all.

Part of our electricity generation business is dependent on coal supplies. In order to successfully
implement the plan to operate the existing 25 coal-fired electricity generation plants under the Fast
Track Program | and build the planned 21 coal-fired electricity generating plants under the Fast Track
Programs and the 35,000 MW Program, we will need to ensure a stable supply of coal at reasonable
prices. It is a fundamental assumption under the Fast Track Programs that the abundance of
Indonesia’s coal reserves will allow us to source coal locally at lower prices than would be available
if we had to import coal from abroad. In order to meet the projected needs of our planned expansion,
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however, the amount of coal available locally will need to more than double from current production
levels during the implementation period of the Fast Track Programs. If we are unable to source the
required coal for these plants at reasonable prices or at all, we may not be able to meet our forecasts
and targets in connection with the Fast Track Programs.

The availability of coal and gas is also subject to disputes with our suppliers. For example, PT Adaro
Indonesia, the primary coal supplier to our subsidiary PT PJB for our Paiton coal-fired power plant,
stopped its coal supply to PT PJB in April 2009 due to a dispute over the price of coal. On July 1,
2009, the Indonesian National Board of Arbitration issued a final and binding opinion stating that a
price increase for PT Adaro Indonesia was fair and that the contract price must be adjusted with effect
as of July 1, 2009. As a result of this ruling, PT PJB expected that it would be required to pay
approximately U.S.$100 million additionally for the supply of coal from PT Adaro Indonesia for the
next two years. An addendum to the agreement between the parties reflecting the new price was signed
on July 23, 2009, pursuant to which PT PJB has since continued to receive coal from PT Adaro
Indonesia. Although the price of coal has been regulated by MEMR Regulation No. 17 in 2010 on
Procedures for Stipulating Benchmark of Mineral and Coal Sales since September 2010 (partly
revoked by MEMR Regulation No. 07 of 2017 and also amended lastly by MEMR Regulation No. 19
of 2018), Director General of Mineral and Coal Regulation No. 515.K/32/DJB/2011 on Formula for
Determining of Coal Benchmark Price, the Director General of Mineral and Coal Regulation No.
480K /30/DJB/2014 on Guidelines for Stipulating Benchmark Price for Certain Type of Coal and Coal
for Certain Needs (Mine Mouth) and regulated by MEMR Regulation No. 19 of 2017 on the Coal
Utilisation for Power Plant and the Purchase of Excess Power and MEMR Decree No. 1395
K/30/MEM/2018 with regard to the Coal Price for Electricity Supply for Public Interest, as amended
by MEMR Decree No. 1410 K/30/MEM/2018, there can be no assurance that coal-fired power plants
operated by us, our subsidiaries or other ventures to which we are a party will not face similar disputes
in the future. Any failure to secure adequate supplies of natural gas or coal on commercially
acceptable terms could have a material adverse effect on our business, financial condition, results of
operations and prospects.

Our actual results may vary significantly from forecasts and estimates set forth herein

This Offering Memorandum includes certain forecasts estimates and other forward-looking
information. This information is based on both assumptions and estimates made by our Board of
Directors and management and on industry and other publicly available data. Furthermore, it reflects
the current judgment of our Board of Directors and management regarding expected conditions and
our expected course of action, which are subject to change.

These forecasts and estimates are based on a number of assumptions, which are inherently subject to
uncertainty due to factors including, but not limited to, those identified in “Forward-Looking
Statements and Associated Risks.” Many of these factors are not within our control and some of the
assumptions with respect to future business decisions, strategies and industry growth are subject to
change. Should one or more of these or other uncertainties or risks materialize, actual results may vary
materially from those estimated or anticipated and such differences may be material and may affect
the market price of the Notes. Specifically, but without limitation, capital costs could increase,
projects could be delayed and anticipated improvements in production, capacity or performance might
not be fully realized. Although we believe that the expectations of our management as reflected by
such forward-looking statements are reasonable based on information currently available to us, no
assurances can be given that such expectations will prove to be correct. There can be no assurance that
our actual results will not vary significantly from forecasts and estimates set forth herein.

Depreciation in the value of the Rupiah may have a material adverse effect on our business,
financial condition or results of operations and our ability to make payments under the Notes

Depreciation in the value of the Rupiah has in the past had, and may in the future have, a materially

adverse effect on our business, financial condition or results of operations and on our ability to make
payments under the Notes. One of the most significant immediate causes of the economic crisis that
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began in Indonesia in mid-1997 was the depreciation and volatility of the value of the Rupiah as
measured against other currencies, such as the U.S. dollar. Although the Rupiah has appreciated
considerably from its low point of approximately Rp.17,000 per U.S. dollar in January 1998 to
Rp.13,548 per U.S. dollar on December 31, 2017, the Rupiah continues to experience significant
volatility. See “Exchange Rates and Exchange Controls” for further information on changes in the
value of the Rupiah as measured against the U.S. dollar in recent periods.

The Rupiah has generally been freely convertible and transferable (except that Indonesian banks may
not transfer Rupiah to accounts held by non-Indonesians at a bank within or outside of Indonesia who
lack a bona fide trade or investment purpose). However, from time to time, Bank Indonesia has
intervened in the currency exchange markets in furtherance of its policies, either by selling Rupiah or
by using its foreign currency reserves to purchase Rupiah. There can be no assurance that the current
floating exchange rate policy of Bank Indonesia will not be modified, that additional depreciation of
the Rupiah against other currencies, including the U.S. dollar, will not occur, or that the Government
will take additional action to stabilize, maintain or increase the value of the Rupiah, or that any of
these actions, if taken, will be successful.

All of our income isin Rupiah. However, our operating expenses such as certain purchases of electric
energy from IPPs, natural gas, fuel oil and geothermal energy and maintenance expenses are
denominated in U.S. dollars, currencies linked to U.S. dollars or other foreign currencies. For the
years ended December 31, 2016 and 2017, approximately 49.2% and 43.3%, respectively, of our fuel
expenses were in foreign currencies and approximately 60.2%, and 60.9%, respectively, of our total
liabilities were denominated in foreign currencies. As a result, if the value of the Rupiah weakens
against other foreign currencies, it could increase our financial burden. The weakening of the Rupiah
could also increase the costs in servicing our debt denominated in foreign currencies and, in particular,
our debt denominated in U.S. dollars. For example, in 2015 and 2017, we recognized a loss on foreign
exchange of Rp.27,326 billion and Rp.2,935 billion, respectively, as compared to a gain of Rp.4,195
billion in 2016, primarily due to the depreciation in value of the Rupiah against the U.S. dollar and
other foreign currencies in 2015. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Factors Affecting our Results of Operations and Financial Condition —
Effects of Rupiah Depreciation” and “ — Results of Operations — 2016 and 2015”.

Modification of the current floating exchange rate policy of Indonesia could result in significantly
higher domestic interest rates, liquidity shortages, capital or exchange controls or the withholding of
additional financial assistance by multinational lenders. These changes may result in a reduction of
economic activity, an economic recession, loan defaults and increases in the price of imports. Any of
the foregoing consequences could materially and adversely affect our business, financial condition,
results of operations and prospects, and our ability to make payments under the Notes.

Certain members of our management, employees or intermediaries with whom we work with have
been accused, investigated and in certain instances convicted of fraud and corruption, and our
inability to detect and/or prevent any prior or future incidents could have adverse effects on our
business

We have had instances in the past of members of management or employees being investigated and
convicted of corruption and fraud, resulting in some cases in imprisonment and fines for such
individuals. For examples of these cases and investigations, see “ Our Business — Legal Proceedings.”
Even though the foregoing cases did not result in sanctions or penalties for us and are not related
directly to our business, there can be no assurance that there will not be any additional investigation
or litigation relating to these incidents. If such investigation or litigation occurs, it could have adverse
effects on our business, credibility and reputation.

It may be difficult to detect or prevent misconduct from the past or in the future by our management
or employees, or third parties with whom we do business, such as suppliers or intermediaries, covering
acts such as fraud, corruption, bribery, unauthorized business transactions, breach of our internal
policies and procedures and other violations of law. We have implemented internal policies and
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procedures to prevent, detect and punish such misconduct, including bribery, corruption and other
similar unauthorized business transactions. For a description of our internal control policies and
procedures, see “Our Business — Internal Supervision and Control.” Despite of our efforts, we may
not be entirely successful in preventing, identifying or addressing non-compliance and/or suspicious
activities or transactions in a timely manner or at all. Instances of corruption, bribery, unauthorized
transactions or other breaches of our internal policies and procedure and applicable laws could subject
us to financial loss and sanctions imposed by governmental authorities. Therefore, we may continue
to face the risk that fraud, corruption and other misconduct may occur in the future, which may have
an adverse effect on our business reputation, financial condition and results of operations.

Further, our reputation is key to attracting customers, investors, business partners and employees. Our
reputation could be damaged in a variety of circumstances, including, among others, any instance of
misconduct as described above, or other adverse litigation or regulatory decisions, or unfavourable
outcomes of investigations or inspections by relevant law enforcement authorities or governmental
agencies. Regardless of whether actual misconduct occurred or occurs, or litigation or other regulatory
action is genuinely adverse to our business, there could still be adverse media coverage of our
Company which could have a material adverse effect on our reputation, thereby affecting our business,
financial condition and results of operations. In particular, adverse publicity concerning alleged
corruption of employees or management in connection with the attribution or renewal of contracts and
potential related scrutiny from law enforcement authorities could harm our reputation, our ability
obtain financing on favourable terms (or at all) from financial institutions and other investors,
compete in invitations to tender or otherwise conduct our business activities. For example, there have
been a number of recent news articles reporting that certain of our suppliers have allegedly, and
certain suppliers have admitted in a regulatory settlement with the U.K. Serious Fraud Office to
having, paid bribes to intermediaries involving one of our directors or individuals at our Company in
connection with certain projects in the past, and that the Corruption Eradication Commission (“KPK")
or various law enforcement or other regulatory bodies may be investigating the alleged bribes to the
Company. Although we have not yet received any formal notice of, or request relating to any such
investigation by KPK, it is the policy of the Company to cooperate with law enforcement authorities
and governmental agencies under such circumstances. We may continue to be the target of this or other
adverse publicity, even if prepared on an unfounded factual basis. We may, in the future, be subject
to government or regulatory investigations or inquiries as a result of such third-party conduct, and may
be required to incur significant time and substantial cost to defend ourselves, and there is no assurance
that we will be able to conclusively refute the allegations within a reasonable period of time, or at all.
Any such adverse publicity could harm our reputation, which may have an adverse effect on our
business reputation, financial condition and results of operations.

Our business is subject to operational risks such as network loss and electricity theft and force
majeure

The operation of an electricity generating plant is complex and involves many risks, including the
breakdown or failure of power generation equipment, transmission lines or other equipment, or
processes and performance below expected levels of output or efficiency, whether due to unexpected
wear and tear, misuse, unexpected degradation or the increase in unplanned or forced outages, natural
disasters and changes in Government policy. Additionally, we have entered into arrangements with
IPPs which generate electricity for us and these |PPs are exposed to similar risks. While our contracts
with 1PPs anticipate for failures or performance below contracted levels of output or efficiency by
IPPs and provide for compensation, such compensation may not be sufficient to cover the entire
amount of loss or damage suffered by us. Any of the foregoing could have a material adverse effect
on our revenues or increase the cost of operating, maintaining and repairing our electricity generating
plants or any other power plant in which we currently hold an interest or may hold an interest in the
future, thereby reducing net income and funds available to us.
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Further, a certain amount of electric energy produced by our generators cannot be sold because it is
lost, either through network loss or theft. Network loss represents a technical phenomenon for which
the amount lost can be alleviated by investing in the rehabilitation of our distribution network. Theft
of electric energy by our customers and non-customers also decreases our income. The value of
electric energy losses as of December 31, 2017 was 8.8% of the total gross production, less our own
use for 2017. We are unable to specifically differentiate between network losses and theft; however,
based on our industry experience and internal calculations, we believe that most of these losses are
technical in nature. An increase in the amount of electric energy that we produce but are unable to sell
due to network loss or theft could materially and adversely affect our business, financial condition,
results of operations and prospects.

In addition, our operations may be adversely affected by insufficient or poor-quality fuel resulting
either from inadequate sources of supply or lack of adequate transportation and infrastructure.
Although we maintain insurance against certain of these risks in relation to our operations and we
expect to maintain or cause to be maintained insurance against certain of these risks in relation to
future operations, in such amounts and including such coverage as is typical for power generation,
transmission and distribution companies of equivalent scale, the proceeds of such insurance may not
be adequate to cover reduced revenue, increased expenses or other liabilities arising from the
occurrence of any of the events described above. The events described above may also be subject to
limitations in such insurance coverage. The foregoing risks could materially and adversely affect our
business, financial condition, results of operations and prospects, and our ability to make payments
under the Notes.

Our operations are subject to Indonesian central, provincial and local environmental protection
laws and regulations

Our operations are subject to Indonesian central, provincial and local environmental protection laws
and regulations that currently impose base-level discharge fees for various polluting substances and
graduated schedules of fees for the discharge of waste substances in excess of applicable standards,
require the payment of fines for violations of laws, regulations or decrees and provide for the possible
closure by the central, provincial or local government of any power plant which fails to comply with
orders requiring it to cease or remedy certain activities causing environmental damage.

We are required to comply with various environmental regulations and file certain documents, such
as the Analysis of Environmental Impact (“AMDAL”), Environment Management Plan (“RKL”) and
the Environment Monitoring Plan (“RPL"), concerning the impact of our activities and are required
to report the implementation of RKL and RPL. In addition, we are required to have implemented
systems designed to monitor and control pollution caused by our electricity generating plants. In
addition to complying with the requirements of AMDAL, under Law No. 32/2009 concerning
Environmental Protection and Management (“New Environmental Law”), we are also required to
obtain an environmental license.

We believe that we are in compliance in all material respects with these environmental laws. However,
there can be no assurance that the Government will not impose new, stricter laws and regulations,
which would require additional expenditure on environmental protection or that the costs of
complying with environmental laws will not materially increase. In addition, we may be subject to
liabilities stemming from the impact that our operations have on the environment. Compliance with
environmental laws and regulations may also result in delays in the expansion and development of our
generating plants and transmission and distribution systems. If the costs of complying with
environmental laws increase or we become subject to liabilities stemming from the impact of our
operations on the environment, it could materially or adversely affect our financial results. See “Our
Business — Environmental Matters.”
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Substantial leverage and debt service obligations from future financing could adversely affect our
business and prevent us from fulfilling our obligations under the Notes

Subject to limitations under the Indenture and under the terms of the Notes, we will be permitted to
incur additional indebtedness in the future. For a summary of our existing indebtedness as of the date
of this Offering Memorandum, see “Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Indebtedness.” Additional debt financing and the degree to which we will

be leveraged in the future, on a consolidated basis, may place restrictions on us and have important
consequences for the Noteholders, including, but not limited to:

° making it more difficult for our Company to satisfy our respective obligations with respect to the
Notes;

° increasing our vulnerability to, and reducing our flexibility to respond to, general adverse
economic and industry conditions;

° requiring the dedication of a substantial portion of cash flow from operations to the payment of
principal of, and interest on, our consolidated indebtedness, thereby reducing the availability of
such cash flow to fund working capital, capital expenditures, acquisitions, joint ventures or other
general corporate purposes;

o limiting flexibility in planning for, or reacting to, changes in our businesses, the competitive
environment and the industries in which we operate; and

° l[imiting our ability to borrow additional funds and increasing the cost of any such borrowing.

Any of these or other consequences or events could materially and adversely affect our ability to
satisfy debt obligations, including the Notes.

We are subject to restrictive debt covenants that may limit our ability to finance our future
operations and capital needs and to pursue business opportunities and activities

Under the terms and conditions of our existing debt, we are, and will be, among other things, restricted
in our ability to:

° incur or guarantee additional indebtedness;

° create or incur certain liens;

° make dividends or other distributions with respect to our shares;
° prepay or redeem subordinated debt or equity;

° create encumbrances or restrictions on the payment of dividends or other distributions, loans or
advances to and on the transfer of assets to us from any of our restricted subsidiaries;

° sell, lease or transfer certain assets, including stock of restricted subsidiaries;
° engage in certain transactions with affiliates;
° enter into unrelated businesses or engage in prohibited activities; or

° consolidate or merge with other entities.
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We are also required to comply with various financial covenants under the terms and conditions of our
existing debt, including maintaining certain ratios such as a ratio of total financial liabilities to total
assets not exceeding 80.0%, a ratio of Adjusted EBITDA to interest expense at a minimum of 2:1 or
1.5:1 and, for certain of our debt obligations, a ratio of power plant, transmission and distribution
facilities to interest-bearing liabilities which are not secured by specific collateral at a minimum of
150.0% or 125.0%. See “Management’s Discussion and Analysis of Financial Condition and Results
of Operations — Liquidity and Capital Resources’ and “— Indebtedness.”

These covenants could limit our ability to finance our future operations and capital needs and our
ability to pursue business opportunities and activities that may be in our interest.

We may not be able to successfully negotiate favorable fuel prices with Pertamina, our primary
supplier of fuel oil

Pertamina was our sole supplier of fuel oil from our inception in 1945 to 2008. Since 2008 we have
reduced our reliance on Pertamina but it continues to be our primary supplier of fuel oil. For a
description of our arrangements with other fuel oil suppliers, see “Our Business — Fuel and
Lubricants Supplies — Fuel oil.” We consumed approximately 5,479 million liters, 4,667 million liters
and 3,598 million liters of fuel oil for the years ended December 31, 2015, 2016 and 2017,
respectively.

On May 16, 2007, we entered into an agreement with Pertamina (the “2007 Pertamina Agreement”),
which provides that Pertamina will sell and deliver high-speed diesel oil, intermediate diesel oil and
marine fuel oil for our power plants and supporting facilities. This agreement has undergone numerous
subsequent amendments, and is currently effective through December 31, 2020 (the “Pertamina
Agreement”). Under the terms of the Pertamina Agreement, we are required to negotiate and finalize
the price of fuel oil with Pertamina at least one month before the beginning of the following year. If
we do not come to an agreement on the fuel oil price, it will remain the same as the previous year and
adjustments will be made when a new price is agreed to. As we need to negotiate the price of fuel oil
with Pertamina each year, we cannot provide assurance that Pertamina will continue to supply our
Company or our subsidiaries with fuel at prices favorable to us or at all.

For example, we entered into agreements with Pertamina on the sales prices of high-speed diesel oil
and marine fuel oil to be supplied by Pertamina for 2014 and 2015 based on recommendations of the
Minister of Finance of the Republic of Indonesia and the Minister of Energy and Mineral Resources.
We have also agreed on temporary prices for 2018 to 2020 and as of March 31, 2018, final prices for
2018 to 2020 were still being negotiated.

We remain dependent on Pertamina for our fuel oil supply. If we are unable to successfully negotiate
favorable fuel oil prices with Pertamina or if we are unable to meet our demand for fuel or the price
of fuel increases, it may materially and adversely affect our business, financial condition and results
of operations.

Risks Relating to Indonesia

We are established in Indonesia and almost all of our assets and operations are located in Indonesia.
As a result, future political, economic, legal and social conditions in Indonesia, as well as certain
actions and policies that the Government may, or may not, take or adopt, or omit from taking or
adopting, could materially adversely affect our business, financial condition, results of operations and
prospects, and our ability to make payments under the Notes.
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Domestic, regional or global economic changes may materially and adversely affect the Indonesian
economy and our business

Indonesia’s economy was severely affected by the Asian financial crisis of 1997, and the crisis was
characterized in Indonesia by, among other effects, currency depreciation, a significant decline in real
gross domestic product (“GDP"), high interest rates, social unrest and extraordinary political
developments. These conditions had a material adverse effect on Indonesian businesses, including our
business and financial conditions. Indonesia entered a recessionary phase with relatively low levels
of growth in between 1999 to 2002. More recently, Indonesia has been affected by the global economic
crisis that began in late 2007, as evidenced by the decrease in its rate of growth to 6.1% in 2008 and
4.6% in 2009 due to a slowdown in the global economic growth rate. The Government has had to rely
on the support of international agencies and governments to prevent sovereign debt defaults. The rate
of growth has stabilized at higher levels in recent years. Indonesia’s GDP growth rate was 6.0% in
2012, 5.6% in 2013, 5.0% in 2014, 4.8% in 2015, 5.0% in 2016 and 5.1% in 2017.

Outside of Indonesia, recent difficulties affecting the global financial sectors, adverse conditions and
volatility in the United States and worldwide credit and financial markets, fluctuations in oil and
commodity prices and the general weakness of the global economy have increased the uncertainty of
global economic prospects in general. The global financial markets have experienced, and may
continue to experience, significant turbulence originating from the liquidity shortfalls in the U.S.
credit and sub-prime residential mortgage markets since 2008, which have caused liquidity problems
resulting in bankruptcy for many institutions, and resulted in major government bailout packages for
banks and other institutions. In addition, in 2010, a financial crisis emerged in Europe, triggered by
high budget deficits and rising direct and contingent sovereign debt in Greece, Ireland, Italy, Portugal
and Spain, which created concerns about the ability of these EU nations to continue to service their
sovereign debt obligations. The current global recovery is proceeding at varying speeds across regions
and is still subject to downside risks stemming from factors like fiscal fragility in advanced
economies, slowing growth in the developing world, high sovereign debt levels, highly
accommodative macroeconomic policies and persistent difficulties in access to credit. In particular,
concerns regarding the continuing global economic uncertainties and slowing growth in the People’s
Republic of China continue to disrupt financial markets and weaken consumer demand in the European
Union, the Asia-Pacific Region, the United States and other parts of the world. The United Kingdom's
prospective withdrawal from the European Union, the United States’ withdrawal from the
Trans-Pacific Partnership in January 2017 and elections in key European counties such as France and
Germany in 2017 have increased uncertainties in the global financial markets. If unfavorable global
economic conditions continue or worsen, this may have a material adverse effect on Indonesian
economy and our business. On August 5, 2011, S&P Global Ratings, a division of McGraw Hill
Financial, Inc. (“Standard & Poor’s") downgraded its sovereign credit rating of the U.S. government
from AAA to AA+ and has maintained the rating of AA+ for the U.S. government since then. On July
13, 2011, Moody’s placed the U.S. government under review for a possible credit ratings downgrade,
and, on August 2, 2011, Moody’'s confirmed the U.S. government’s existing sovereign rating, but
stated that the rating outlook is negative. On August 2, 2011, Fitch affirmed its existing sovereign
rating of the U.S. government, but stated that the rating is under review. There continues to be the
perceived risk of a further sovereign credit ratings downgrade of the U.S. government, including the
rating of U.S. Treasury securities and the rating of certain government sponsored enterprises such as
Fannie Mae and Freddie Mac. It is foreseeable that the ratings and perceived creditworthiness of
instruments issued, insured or guaranteed by institutions, agencies or instrumentalities directly linked
to the U.S. government could also be correspondingly affected by any such downgrade.

In addition, on August 24, 2011, Moody’s also downgraded its sovereign credit rating of Japan from
Aa2 to Aa3. On May 22, 2012, Fitch Ratings placed Japan’s credit rating on negative outlook.

Indonesia and other Association of Southeast Asian Nationals countries have been negatively
impacted, along with developing market countries globally, by the unprecedented financial and
economic conditions in developed markets. Although the Government has taken a number of responses
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to these unprecedented conditions with the aim of maintaining economic stability and public
confidence in the Indonesian economy, continuation of these unprecedented conditions may negatively
impact economic growth, the Government’s fiscal position, the Rupiah’s exchange rate and other
facets of the Indonesian economy.

In addition, the Government continues to have a large fiscal deficit and a high level of sovereign debt,
its foreign currency reserves are modest, the Rupiah continues to be volatile and has poor liquidity,
and the banking sector is weak and suffers from high levels of non-performing loans. Government
funding requirements to areas affected by the December 2004 tsunami and other natural disasters, as
well asincreasing oil prices, may increase the Government’s fiscal deficits. The economic difficulties
faced by Indonesia during the Asian economic crisis that began in 1997 resulted in, among other
things, volatility in interest rates, which had a material adverse impact on the ability of many
Indonesian companies to service their existing indebtedness. While the interest rate for one-month
Jakarta Interbank Offered Rate has declined from a peak of 70.8% in August 1998 to 5.03% on March
29, 2018, there can be no assurance that the recent improvement in economic condition will continue
or the previous adverse economic condition in Indonesia and the rest of the Asia-Pacific region will
not occur in the future. In particular, aloss of investor confidence in the financial systems of emerging
and other markets, or other factors, may cause increased volatility in the Indonesian financial markets
and inhibit or reverse the growth of the Indonesian economy. Any such increased volatility, slowdown
or negative growth could materially and adversely affect our business, financial condition, results of
operations and prospects and our ability to make payments under the Notes.

The interpretation and implementation of legislation on governance in Indonesia is uncertain and
may adversely affect us

During the administration of former President Soeharto, the central Government controlled almost all
aspects of national and regional administration. Following the end of his administration in 1998, the
Government enacted a number of laws to increase regional autonomy. Under these laws, regional
governments have greater powers and responsibilities over the use of national assets to create a more
balanced and equitable financial relationship with the central Government. Any new regulations, and
the interpretation and implementation of those new regulations, may differ materially from the current
legislative and regulatory framework and its current interpretation and implementation. We may also
face conflicting claims between the central Government and regional governments regarding, among
other things, jurisdiction over our operations and new or increased local taxes. The regional
governments where our operations are located could adopt regulations, or interpret or implement the
regional autonomy laws in a manner, that adversely affects our business operations and prospects. The
Minister of Home Affairs of Indonesia has issued two Ministerial Instructions on February 16, 2016
and April 4, 2016, respectively, which mainly instruct all Governor and Mayor/Head of Regency in
Indonesia to revoke/amend every regional regulations and decrees issued by both the regional
government and the Mayor/Head of Regency which impede investment bureaucracy and licenses. Our
business and operations are located throughout Indonesia and may be adversely affected by conflicting
or additional restrictions, taxes and levies that may be imposed by the applicable regional authorities.

Emerging markets such as Indonesia are subject to greater risks than developed markets, and if
those risks were to materialize, their consequences could disrupt our business and could result in
a loss to an investment

We have historically derived all of our revenue from operations in Indonesia, and we anticipate that
we will continue to derive substantially all of our revenue from Indonesia. Emerging markets such as
Indonesia have historically been characterized by significant volatility, and their political, social and
economic conditions can differ significantly from those in more developed economies. Specific risks
that could have a material impact on our business, results of operations, cash flows and financial
condition include:

° political, social and economic instability;
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° exchange rate volatility;

o acts of warfare, terrorism and civil conflicts;

° state intervention, including tariffs, protectionism and subsidies;

° regulatory, taxation and legal structure changes;

° liability for remedial actions under health and safety regulations;

° the cost and availability of adequate insurance coverage;

° difficulties and delays in obtaining or renewing licenses, permits and authorizations;
° arbitrary or inconsistent governmental action;

° deficiencies in transportation, energy and other infrastructure; and

° expropriation of assets.

Generally, investment in emerging markets is only suitable for sophisticated investors who fully
appreciate the significance of the risks involved in investing in such markets. You should also note
that political and related social developments in Indonesia that were unpredictable in the past, are
subject to rapid change and, consequently, the information set out in this Offering Memorandum may
become outdated relatively quickly. If any of the risks associated with investing in emerging markets,
and in Indonesia in particular, were to materialize, our business, financial condition, results of
operations and prospects could be materially adversely affected, and the value of your investment
could decline significantly.

Political and social instability in Indonesia may adversely affect the economy, which in turn could
have a material adverse effect on our business, financial condition, results of operations and
prospects

Since the collapse of President Soeharto’s regime in 1998, Indonesia has experienced a process of
democratic change, resulting in political and social events that have highlighted the unpredictable
nature of Indonesia’s changing political landscape. As a new democratic country, Indonesia continues
to face various socio-political issues and has, from time to time, experienced political instability and
social and civil unrest. Such instances of unrest have highlighted the unpredictable nature of
Indonesia’s changing political landscape. Indonesia also has many political parties, without any one
party winning a clear majority to date. These events have resulted in political instability, as well as
general social and civil unrest on certain occasions in recent years.

For example, since 2000, thousands of Indonesians have participated in demonstrations in Jakarta and
other Indonesian cities both for and against the Government and Government officials, as well as in
response to specific issues, including fuel subsidy reductions, privatization of state assets,
anti-corruption measures, decentralization and provincial autonomy, actions of former Government
officials and their family members, the U.S.-led military campaigns in Afghanistan and Iraq and
potential increases in electricity tariffs. Although these demonstrations were generally peaceful, some
have turned violent. In June 2001, demonstrations and strikes affected at least 19 cities after the
Government mandated a 30.0% increase in fuel prices. Similar demonstrations occurred in January
2003, when the Government again tried to increase fuel prices, as well as electricity rates and
telephone charges. In both instances, the Government was forced to drop or substantially reduce the
proposed increases. In March 2005, the Government implemented an approximately 29.0% increase in
fuel prices. In October 2005, the Government implemented a new policy that resulted in a 120.0%
increase in fuel prices. In response, several non-violent, mass protests were organized in opposition
to the increases in oil-related fuel prices, and political tensions have resulted from the Government’s
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decision. There can be no assurance that this kind of situation in the future will not lead to further
political and social instability. Pursuant to Presidential Regulation No. 8/2011, the Government
increased electricity tariffs by 10.0% on average with retroactive effect from July 1, 2010. Some of
our customers, particularly industrial customers, protested against the increased tariff. As aresult, the
Government decided to cap the maximum tariff increase at 18.0%, which was effective until December
31, 2010. Since January 2011, there has not been any cap on the tariff. There can be no assurance that
any increase in tariff will not lead to further protests and revision. Additional tariff increases may
result in similar protests and/or a reduction in the demand for electricity by our customers. There can
be no assurance that such demonstration or future sources of discontent will not lead to further
political and social instability. In addition, separatist movements and clashes between religious and
ethnic groups have resulted in social and civil unrest in parts of Indonesia. In the provinces of Aceh
and Papua (formerly Irian Jaya), there have been clashes between supporters of those separatist
movements and the Indonesian military. In Papua, continued activity by separatist rebels has led to
violent incidents, in Maluku, clashes between religious groups have resulted in casualties and
displaced persons and in the province of Kalimantan, clashes between ethnic groups have produced
fatalities and refugees over the past several years. In recent years, the Government has made progress
in negotiations with these troubled regions (including the peace agreement signed in Helsinki by the
Government and the leaders of the Aceh separatist movement in August 2005), but has not been able
to reach a successful resolution of all of the outstanding issues and there is no guarantee that the terms
of any agreement reached between the Government and the separatists will be upheld. Human rights
violators, including those from high-ranking military positions, have recently begun to be more
actively prosecuted in Indonesia, most notably with respect to alleged violations occurring in Timor
Leste (formerly East Timor), Aceh, Papua and Maluku. However, the success of these prosecutions has
been mixed, and many public commentators and demonstrators have criticized the Government’s
failure to prosecute human rights violations in Indonesia more vigorously.

In 2004, Indonesians directly elected the President, Vice-President and representatives in the
Indonesian Parliament (the “Parliament”) for the first time. Indonesians have also begun directly
electing heads and representatives of local and regional governments. It is likely that increased
electoral activity will be accompanied by increased political activity in Indonesia. In April 2009,
elections were held to elect the representatives in Parliament (including national, regional and local
representatives). The Indonesian Presidential elections, held in July 2009, resulted in the re-election
of President Susilo Bambang Yudhoyono. In the Presidential election held in July 2014, Joko Widodo
was elected as the President of Indonesia. Although the April 2009, July 2009 and July 2014 elections
were conducted in a peaceful manner, the recent challenge from the losing candidate in the 2014
presidential election and the delay of the conclusion of the election result, as well as political
campaigns in Indonesia, may bring a degree of political and social uncertainty to Indonesia. In August
2014, the Constitutional Court of Indonesia decided in favor of the elected president, based on the
Decision No. 1/PHPU.PRES-X11/2014 dated August 8, 2014. More recently, gubernatorial electionsin
Jakarta in February and April 2017 led to mass protests with religious undertone. Political and related
social developments in Indonesia can result in civil disturbances that could directly or indirectly,
materially and adversely affect our businesses, financial condition, results of operations and
prospects.

Political and social developments in Indonesia have been unpredictable in the past and, as a result,
confidence in the Indonesian economy has remained low. Any resurgence of political instability could
adversely affect the Indonesian economy, which could adversely affect our business. There can be no
assurance that social and civil disturbances will not occur in the future and on a wider scale, or that
any such disturbances will not, directly or indirectly, materially and adversely, affect our business,
financial condition, results of operations and prospects, and our ability to make payments under the
Notes.
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Indonesia is located in an earthquake zone and is subject to significant geological risk and other
natural disasters that could lead to social unrest and economic |oss

The Indonesian Archipelago is one of the most volcanically active regions in the world. Because it is
located in the convergence zone of three major lithospheric plates, it is subject to significant seismic
activity that can lead to destructive volcanoes, earthquakes and tsunamis, or tidal waves. In recent
years, a number of natural disasters have occurred in Indonesia, including major earthquakes, which
resulted in tsunamis and volcanic activity. In addition to these geological events, Indonesia has also
been struck by other natural disasters such as heavy rains and flooding. All of the above resulted in
loss of life, the displacement of large numbers of people and widespread destruction of property.

In 2015, earthquakes in Sorong, West Papua and Alor, Nusa Tenggara Timur damaged 7,843 houses
and 74 public facilities. In June 2016, floods and landslides hit Purworejo, Central Java causing 81
deaths and total estimated loss of Rp.15.7 billion. On December 7, 2016, another earthquake shook
Aceh resulting in 122 deaths and hundreds of injuries. This earthquake damaged 11,668 houses, 265
public facilities and ten government offices. In December 2017, Mount Sinabung in North Sumatra
experienced its biggest eruption of the year and it produced large ash clouds in February 2018. The
volcano, which had been silent for four centuries, came back to life in 2010 and has been erupting
steadily since 2015, resulting in more than 3,000 families being displaced. The authorities have
indicated that Mount Sinabung continues to show signs of volcanic activity and the possibility of a
volcanic eruption remains. The alert level for Mount Sinabung may change at short notice. Meanwhile,
Mount Agung on Bali has also been erupting since September 2017, causing the evacuation of 140,000
people. The authorities have indicated that Mount Agung continues to show signs of volcanic activity
and the possibility of a volcanic eruption remains. These disasters resulted in 377 people killed or
disappeared and 1,005 injured. Further, in January 2018, the capital city of Jakarta was rocked by a
strong earthquake causing office and residential towers and hospitals to be evacuated and people to
flee to the streets in panic. Overall, 2,341 natural disasters occurred in 2017 in Indonesia: 787 floods,
716 tornadoes, 614 landslides, 96 forest and land fires, 76 floods and landslides, 19 droughts, 20
earthquakes, 11 tidal waves and abrasion, and two volcanic eruptions. While recent seismic events,
meteorological occurrences and natural disasters have not had a significant economic impact on
Indonesia, the Government has had to expend significant amounts of resources on emergency aid and
resettlement efforts. Total government expenditure related to post-natural disaster relief efforts,
according to the 2015, 2016, 2017 and 2018 state budgets amounted to Rp.4.0 trillion, Rp.4.5 trillion,
Rp.5.2 trillion and Rp.6.7 trillion, respectively. A significant portion of these costs has been
underwritten by foreign governments and international aid agencies. However, there can be no
assurance that such aid will continue to be forthcoming, or that it will be delivered to recipients on
a timely basis. If the Government is unable to timely deliver foreign aid to affected communities,
political and social unrest could result. Additionally, recovery and relief efforts are likely to continue
to strain the Government’s finances and may affect its ability to meet its obligations on its sovereign
debt. Any such failure on the part of the Government, or declaration by it of a moratorium on its
sovereign debt, could potentially trigger an event of default under numerous private-sector
borrowings, including ours, thereby materially and adversely affecting our business, financial
condition, results of operations and prospects, and our ability to make payments under the Notes.

In addition, there can be no assurance that future geological or meteorological occurrences will not
significantly harm the Indonesian economy. A significant earthquake or other geological disturbance
or weather-related natural disasters in any of Indonesia’'s more populated cities and/or financial
centers could severely disrupt the Indonesian economy and undermine investor confidence, thereby
materially and adversely affecting our business, financial condition, results of operations and
prospects, and our ability to make payments under the Notes.
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Terrorist attacks and terrorist activities and certain destabilizing events have led to substantial and
continuing economic and social volatility in Indonesia, which may materially and adversely affect
us

The terrorist attacks in the United States, the United Kingdom, Paris, Moscow, Mumbai, Bali,
Thailand and Jakarta, together with the military response by the United States and its allies in
Afghanistan, continuing military activities in Iraq and ongoing civil war in Syria, have resulted in
substantial and continuing economic volatility and social unrest in Southeast Asia. Further
developments stemming from these events or other similar events could cause further volatility. Any
additional significant military or other response by the United States and/or its allies or any further
terrorist activities could also materially and adversely affect international financial markets and the
Indonesian economy.

In Indonesia, during the last two decades, there have been various bombings directed towards the
Government, foreign governments and public and commercial buildings frequented by foreigners,
including international hotels, the Jakarta Stock Exchange Building and Jakarta’'s Soekarno-Hatta
International Airport. In 2002, over 200 people were killed in a bombing at a tourist area in Bali. In
2003, a bomb exploded at the JW Marriott Hotel in Jakarta, killing at least 13 people and injuring 149
others. In 2004, a car bomb exploded at the Australian Embassy in Jakarta, killing more than six
people. In 2005, bomb blasts in Central Sulawesi killed at least 22 people and injured at least 60
people. Also in 2005, bomb blasts in Bali killed at least 23 people and injured at least 101 others.
Indonesian, Australian and U.S. government officials have indicated that these bombings may be
linked to an international terrorist organization. Demonstrations have also taken place in Indonesiain
response to plans for and subsequent to U.S., British and Australian military action in Irag. On July
17, 2009, bombs exploded at the Ritz Carlton and JW Marriott Hotel in Jakarta, killing seven people
and injuring more than 50 others. On January 14, 2016, multiple explosions and gunfire took place
near the Sarinah shopping mall in Central Jakarta that killed eight people and injured 23 people. The
Islamic State of Iraq and the Levant claimed responsibility. Most recently, on May 24, 2017, two
explosions occurred at a bus terminal in Kampung Melayu, East Jakarta. The bombings killed five
civilians, three policemen and two attackers.

There can be no assurance that further terrorist acts will not occur in the future. Such terrorist acts
could destabilize Indonesia and increase internal divisions within the Government as it considers
responses to such instability and unrest, thereby adversely affecting investors’ confidence in Indonesia
and the Indonesian economy. Violent acts arising from and leading to instability and unrest have in
the past had, and could continue to have, a material adverse effect on investment and confidence in,
and the performance of, the Indonesian economy, and in turn our business. In addition, future terrorist
acts may target our assets or our customers or facilities and our insurance policies generally do not
cover terrorist attacks. Any terrorist attacks including damage to our assets, infrastructure or attacks
on our customers, could interrupt parts of our business and materially and adversely affect our
financial condition, results of operations and prospects and our ability to make payments under the
Notes.

Outbreak of an infectious disease or any other serious public health concerns in Asia (including
Indonesia) and elsewhere may adversely impact our business and financial condition

The outbreak of an infectious disease in Asia (including Indonesia) and elsewhere, together with any
resulting restrictions on travel or quarantines imposed, could have a negative impact on the economy
and business activity in Indonesia and thereby adversely impact our revenue. Examples are the
outbreak in 2004 and 2005 of Avian influenza, or bird flu, in Asia, outbreak in 2009 of Influenza A,
the outbreak of Middle East Respiratory Syndrome Corona Virus (“MERS”) in 2015 and the recent
outbreak of diphtheria, a potentially deadly disease most frequently affecting children. As of May 31,
2014, the Government reported 197 confirmed human cases of avian influenzain Indonesia, including
165 deaths. In spite of the implementation of avian influenza prevention and control measures,
outbreaks in animals, particularly in birds, and in humans are expected to occur from time to time, as
long as avian influenza remains endemic in many provinces in Indonesia. Human cases have been
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decreasing every year, with the exception of 2011, from 55 cases in 2006, 42 cases in 2007, 24 cases
in 2008, 21 cases in 2009, nine cases in 2010, 12 casesin 2011, nine cases in 2012, three cases in 2013
and one case in the first quarter of 2014. As of June 5, 2014, there have been no confirmed reports
of MERS in Indonesia. Out of 129 suspected cases occurring across 19 provinces in Indonesia,
laboratory testing confirmed 126 negative results with three further cases awaiting results. Worldwide,
the WHO has indicated that MERS has been identified in as many as 19 countries with a total of 681
cases. No fully effective avian flu or MERS vaccines have been developed and effective vaccines may
not be discovered in time to protect against a potential pandemic. A future outbreak of these or another
contagious or infectious diseases or any other serious public health concern in Indonesia may
adversely affect our business, financial condition, results of operations and prospects, and our ability
to make payments under the Notes. The perception that an outbreak of a contagious disease may occur
may also have an adverse effect on the economic conditions of countries in Asia, including Indonesia.

Labor activism, unrest, or increasesin labor costs may materially and adversely affect our business,
financial condition, results of operations and prospects

In March 2003, the Government enacted Law No. 13/2003 (the “Labor Law”) and has subsequently
issued implementing regulations allowing employees to form unions and preventing unwanted
interference from employers. The Labor Law, among other things, requires bipartite forums with
participation from employers and employees and the participation of more than 50.0% of the
employees of a company in order for a collective labor agreement to be negotiated and creates
procedures that are more permissive to the staging of strikes. The liberalization of regulations
permitting the formation of labor unions combined with weak economic conditions has resulted, and
will likely continue to result in, labor unrest and activism in Indonesia.

On October 11, 2013, we signed an addendum to the existing collective bargaining agreement between
us and our labor union, United Workers of PT PLN (Persero), which expired in 2012 (“2012 Mutual
Labor Agreement”) to extend the validity period of the 2012 Mutual Labor Agreement until a new
collective bargaining agreement is agreed and signed. Subsequently, we agreed and signed a second
addendum to the 2012 Mutual Labor Agreement which amended several provisions regarding
implementation of health care, employee termination, marriage between employees, competency
certification and employee performance management system in 2014. As of the date of this Offering
Memorandum, the negotiation for the new collective bargaining agreement with United Workers of PT
PLN (Persero) has not begun. There can be no assurance that our future negotiation with United
Workers of PT PLN (Persero) will result in a collective bargaining agreement with commercially
acceptable terms, or at all. Any significant delay or failure in reaching such an agreement could
materially and adversely affect our business, financial condition, results of operations and prospects.

Labor unrest and activism in Indonesia could disrupt our operations, our suppliers or contractors and
could affect the financial condition of Indonesian companies in general, depressing the prices of
Indonesian securities on the Jakarta or other stock exchanges and the value of the Rupiah relative to
other currencies. Such events could materially and adversely affect our business, financial condition,
results of operations and prospects, and our ability to make payments under the Notes.

Moreover, the Labor Law provides that an employer is not allowed to pay an employee wages below
the minimum wage stipulated annually by the provincial, regional or city government. The minimum
wage is set in accordance with the need for a decent standard of living, taking into consideration the
productivity and growth of the economy. However, as there are no specific provisions on how to
determine the amount of a minimum wage increase, minimum wage increases can be unpredictable.
For instance, recently, the provincial government of Jakarta, through the Governor of DKI Jakarta
Regulation No. 182 of 2017, which became effective on January 1, 2018, stipulated that the minimum
wage for Jakarta for 2017 is approximately Rp.3.6 million per month, which represents an increase
from the minimum wage for 2016 which was approximately Rp.3.4 million per month.
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In particular, our expenses for security, cleaning, messengers and laborers are affected by increases
in the minimum wages. Regional governments have the power to establish minimum wage
requirements and do so from the beginning of each calendar year. Over the past ten years, minimum
wage levels in various parts of Indonesia have increased significantly. For example, the minimum
wage in Jakarta increased by 14.8% from 2015 to 2016, by 8.3% from 2016 to 2017 and by 8.7% from
2017 to 2018 and the minimum wage in Tangerang increased by 12.3% from 2015 to 2016, by 8.2%
from 2016 to 2017 and by 8.7% from 2017 to 2018 and the minimum wage in Serang increased by
11.5% from 2015 to 2016, by 8.3% from 2016 to 2017 and by 8.7% from 2017 to 2018. Any national
or regional inflation of wages will directly and indirectly increase our operating costs and thus
decrease our profit margin.

Downgrades of credit ratings of Indonesia and Indonesian companies could materially and
adversely affect us and the market price of the Notes

Several rating agencies, including Moody’s and Standard & Poor’s, have in the past downgraded
Indonesia’s sovereign rating and the credit ratings of various credit instruments of the Government and
a large number of Indonesian banks and other companies. Currently, Indonesia’s sovereign foreign
currency long-term debt is rated “Baa3 (positive)” by Moody’s, “BBB- (stable))” by Standard &
Poor’s, and “BBB (stable)” by Fitch. These ratings reflect an assessment of the Government’s overall
financial capacity to pay its obligations and its ability or willingness to meet its financial
commitments as they become due. While the recent trend in Indonesian sovereign ratings has been
positive, with Fitch lifting its sovereign credit rating of Indonesia to “BBB” from “BBB-“ in
December 2017, with Moody’s lifting its sovereign credit rating of Indonesia to “investment grade”
in 2012 and reaffirming its rating in March 2018, no assurance can be given that Moody’s, Standard
& Poor’s, Fitch or any other rating agencies will not downgrade the credit ratings of Indonesia or
Indonesian companies in general in the future. Any such downgrade could have an adverse impact on
liquidity in the Indonesian financial markets, the ability of the Government and Indonesian companies,
including us, to raise additional financing and the interest rates and other commercial terms at which
such additional financing is available and could have a material adverse effect on us and our ability
to make payments under the Notes.

Indonesian accounting standards differ in certain respects from those in the United States

We prepare our consolidated financial statements in accordance with Indonesian GAAP/IFAS, which
differs in certain respects from accounting principles and auditing standards with which prospective
investors may be familiar in other countries, such as U.S. GAAP. As a result, our consolidated
financial statements and reported earnings could be significantly different from those that would be
reported under U.S. GAAP. This Offering Memorandum does not contain a reconciliation of our
consolidated financial statementsto U.S. GAAP, and there can be no assurance that such reconciliation
would not reveal differences as differences exist between Indonesian GAAP/IFAS and U.S. GAAP
which may be material to the financial information prepared and presented in accordance with
Indonesian GAAP/IFAS contained in this Offering Memorandum. In making an investment decision,
investors must rely upon their own examination of us, the terms of the Notes and the financial
information contained in this Offering Memorandum. See “Summary of Certain Differences Between
Indonesian GAAP/IFAS and U.S. GAAP” for a summary of certain accounting differences that may be
applicable.

Agreements related to our business or to the Notes may be required to be prepared and executed in
Bahasa Indonesia and the rights of the respective parties may ultimately be governed by the Bahasa
Indonesia version of the documents

On July 9, 2009, the Government of Indonesia enacted Law 24/2009. Law 24/2009 requires an
implementing regulation to be issued within two years of the date of its enactment. Article 31 of the
Law 24/2009 obliges the use of Bahasa Indonesia in memoranda of understanding and agreements
involving, among others, Indonesian private institutions or individuals. The elucidation of Article 31
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of Law 24/2009 states that an agreement in this context includes international agreements made within
the framework of public international law. Law 24/2009 does not specify whether: (i) the term
“Indonesian private institutions” includes Indonesian companies or Indonesian branches of foreign
companies; or (ii) the term “agreements” includes private commercial agreements.

Article 31 of Law 24/2009 further states that, if the agreements or memoranda of understanding
involve foreign parties, the national language of those foreign parties and/or the English language can
also be used. We presume that this means in addition to Bahasa Indonesia. The elucidation of Article
31 states that each version of an agreement executed in multiple languages is equally original.

However, if there is more than one language used in a single agreement, Law 24/2009 is silent on the
governing language. Article 40 of the Law 24/2009 states that further stipulation on the use of Bahasa
Indonesia shall be regulated by Presidential Regulation to be issued within two years of the date of
the enactment of Law 24/2009. In 2014, the Government issued Government Regulation 57/2014 to
give effect to certain provisions of Law No. 24/2009. Government Regulation 57/2014 focuses on the
promotion and protection of the Indonesian language and literature and, while it is silent on the
question of contractual language, it does serve as a reminder that contracts involving Indonesian
parties must be executed in Bahasa Indonesia (although versions in other languages are also
permitted). In addition to this implementing regulation, the Minister of State-Owned Enterprises has
also issued a Circular Letter No. SE-12/MBU/2009 dated November 3, 2009, which recommends that
any state-owned enterprise must use Bahasa Indonesia in every memorandum of understanding or
agreement to which such state-owned enterprise is a party. MOLHR issued a clarification letter No.
M.HH.UM.01.01-35 TAHUN 2009 dated December 28, 2009 regarding Clarification for Implication
and Implementation of Law No. 24/2009 to clarify that the implementation of Law No. 24/2009 is
contingent upon the enactment of a Presidential Regulation and until such a Presidential Regulation
is enacted, any agreement that is executed prior to the enactment of the Presidential Regulation in
English without a Bahasa Indonesia version, is still legal and valid, and shall not violate Law No.
24/2009. However, this letter was issued only as an opinion and does not fall within the hierarchy as
stipulated in Article 7 of Law No. 12/2011 regarding the Formation of Laws and Regulations to be
considered as alaw or regulation and therefore has no legal force and, as at the date hereof, we cannot
be certain that an Indonesian court would permit the English version to prevail or even consider the
English version.

In addition, on June 20, 2013, the District Court of West Jakarta ruled in a decision No. 451/Pdt.G/
2012/PN.Jkt Bar (the “June 2013 Decision”) that a loan agreement entered into between an Indonesian
borrower, PT Bangun Karya Pratama Lestari, as plaintiff, and a non-Indonesian lender, Nine AM Ltd.,
as defendant, is null and void under Indonesian law. The governing law of the loan agreement was
Indonesian law and the agreement was written in the English language. The court ruled that the
agreement had contravened Article 31(1) of Law No. 24/2009 and declared it to be invalid. In arriving
at this conclusion, the court relied on Articles 1320, 1335 and 1337 of the Indonesian Civil Code,
which taken together render an agreement void if, inter alia, it is tainted by illegality. The court held
that as the agreement had not been drafted in the Indonesian language, as required by Article 31(1),
it therefore failed to satisfy the “lawful cause” (sebab yang halal) requirement and was void from the
outset, meaning that a valid and binding agreement had never existed. The appeal on the June 2013
Decision was decided in favor of the plaintiff in Decision No. 48/PDT/2014/PT.DKI dated February
12, 2014. In addition, on August 31, 2015, the Supreme Court on the case registered No. 601
K/PDT/2015 affirmed the decision of the Jakarta High Court. As a consequence of the Supreme
Court’s affirmation on the case registered No. 601 K/PDT/2015, every agreement that falls under the
provisions of Law No. 24/2009 must be executed in Bahasa Indonesia (although versions in other
languages are also permitted). Indonesian court decisions are generally not binding precedents and do
not constitute a source of law at any level of the judicial hierarchy, as would typically be the case in
common law jurisdictions such as the United States and the United Kingdom. However, there can be
no assurance that a court will not, in the future, issue a similar decision to the June 2013 Decision in
relation to the validity and enforceability of agreements which are made in the English language.
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Although Law 24/2009 does not provide for sanctions for failure to comply, it is possible that future
implementing regulations or court interpretations of existing law may invalidate or render null and
void agreements that are not in compliance or could impose sanctions for failure to comply (which
could include sanctions for entering into agreements that are not in the Indonesian language). Such
invalidation or voiding of existing agreements or potential sanctions may materially adversely affect
our business, financial condition, results of operations and prospects, as well as the ability of holders
of the Notes to enforce their rights under the Notes.

The Indenture and Program Agreement entered into in connection with the Notes will be prepared in
English and in Bahasa Indonesia pursuant to Law No. 24/2009 in bilingual documents. If agreements
related to our business or to the Notes, including the Indenture governing the Notes, are governed by
translations into Bahasa Indonesia, even if there is an English version available, the interpretation of
those documents may differ from the interpretation that would normally be expected based on the
English version. There can be no assurance that the English version will accurately reflect the meaning
of the Bahasa Indonesia translation or that the Bahasa Indonesia translation will accurately reflect the
meaning of the English version. There can also be no assurance that, in the event of inconsistency
between the Bahasa Indonesia and English language translations of these documents, an Indonesian
court would hold that the English language version of such documents would prevail. Some concepts
in the English language may not have a corresponding term in Bahasa Indonesia, or may not be fully
captured by the Bahasa Indonesia translation. If this occurs, there can be no assurance that the terms
in the Indenture, Program Agreement and certain other documents entered into in connection with the
Notes will be as described in this Offering Memorandum, or will be interpreted by the Indonesian
court as intended.

Our payment obligations within Indonesia which are denominated in foreign currencies may be
subject to sanctions

On June 28, 2011, the Government of Indonesia enacted Law No. 7 of 2011 on Currency (the
“Currency Law”). Article 21(1) of the Currency Law obliges the mandatory use of the Rupiah in each
transaction that is intended as a payment, for the settlement of other obligations that must be fulfilled
with the use of money and/or in other financial transactions, which are conducted within Indonesia.
Article 23 further prohibits any party from refusing to accept Rupiah as payment or in fulfilment of
its obligations, which must be satisfied in Rupiah, and/or for other financial transactions in Indonesia
except where there is doubt as to the authenticity of the Rupiah paid. Article 21(2) contains certain
exceptions to the mandatory use of Rupiah for (i) specific transactions in the framework of
implementing the state budget, (ii) grants to be given to or received from offshore sources, (iii)
international trade transactions, (iv) foreign currency bank deposits and (v) international financing
transactions. Article 23(2) contains an additional exemption from the mandatory use of Rupiah where
payments or settlements of obligations in foreign currencies have been agreed in writing. Failure to
comply with the above may result in an imprisonment of up to one year and fines of up to Rp.200
million for any violation and, if the violation is committed by a company, the imprisonment term and
fines will be increased by one-third.

On March 31, 2015, Bank Indonesia issued PBI 17/3/2015 which was implemented by a Circular
Letter of Bank Indonesia No. 17/11/DKSP on June 1, 2015 (“SEBI 17/11/2015"). Under PBI
17/3/2015, each party is required to use Rupiah for cash and non-cash transactions conducted within
the territory of Indonesia, including for (i) each transaction with the purpose of payment, (ii)
settlement of other obligations which must be satisfied with money or (iii) other financial transactions
(including deposits of Rupiah in various amounts and types from customers to banks). Subject to
further requirements under PBI 17/3/2015, the obligation to use Rupiah does not apply to (i) certain
transactions relating to the implementation of state revenue and expenditure, (ii) the receipt or
provision of grants either from or to an overseas source, (iii) international trade transactions,
including export or import of goods to or from outside Indonesia and activities relating to cross border
trade in services, (iv) bank deposits denominated in foreign currencies, (v) international financing
transactions and (vi) transactions in a currency other than Rupiah conducted in accordance with
applicable laws, including, among others a bank’s business activities in a currency other than Rupiah
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conducted based on applicable laws regarding conventional and sharia banks, securities in a currency
other than Rupiah issued by the Government in a primary or secondary market based on applicable
laws and other transactions in a currency other than Rupiah conducted based on applicable laws,
including the law regarding Bank Indonesia, the law regarding investment and the law regarding
Lembaga Pembiayaan Ekspor Indonesia (Indonesia Eximbank).

In addition, the Currency Law and PBI 17/3/2015 also prohibit any party from rejecting Rupiah
payments to settle obligations with respect to other financial transactions within Indonesia, unless
there is uncertainty regarding the authenticity of the Rupiah received in respect to cash transactions,
or the parties to the transaction have agreed in writing to the payment or settlement of obligations in
a foreign currency. Article 10 of PBI 17/3/2015 further explains that the exemption based on such a
written agreement between the parties is only applicable to an agreement made with respect to one of
the above types of exempted transactions or transactions related to a strategic infrastructure project.

PBI 17/3/2015 takes effect from March 31, 2015, and the requirement to use Rupiah for non-cash
transactionsis effective from July 1, 2015. Written agreements which were signed prior to July 1, 2015
that contain provisions for the payment or settlement of obligations in a currency other than Rupiah
for non-cash transactions will remain effective until the expiration of such agreements. However, any
extension or amendment of such agreements must comply with PBI and prohibitions from undertaking
payment activities.

Further, SEBI 17/11/2015 stipulates that conditional exemptions may apply to certain infrastructure
projects, such as electricity infrastructure, including power plants, including power development
sourcing from geothermal and transmission or distribution of electricity. These exemptions apply if:
(a) the project has been declared by the central or regional government as a strategic infrastructure
project, as evidenced by a formal confirmation letter from the relevant ministry/institution with
regards to the project owner; and (b) an exemption approval has been obtained from Bank Indonesia.

A failure to comply with the obligation to use Rupiah in cash transactions may result in criminal
sanctions against the offender, in the form of fines and imprisonment. While a failure to comply with
the obligation to use Rupiah in non-cash transactions will be subjected to administrative sanctions in
the form of (i) written warnings, (ii) fines, or (iii) prohibition from undertaking payment activities.
Bank Indonesia may also recommend to the relevant authority to revoke the business license or stop
the business activities of the party which fails to comply with the obligation to use Rupiah in non-cash
transactions.

We have payment obligations denominated in U.S. dollars within Indonesia under two-step loans, the
lease agreement for Pembangkitan Tanjung Jati B, as well as certain gas supply agreements, PPAs and
contracts for spare parts. If we are required by the Currency Law to make such payments in Rupiah,
we may be in breach of our payment obligations under these contracts.

It may not be possible for investors to effect service of process or to enforce certain judgments
against us outside of Indonesia

We are a state-owned limited liability company incorporated in Indonesia and our assets and
operations are located in Indonesia. In addition, all of our commissioners and directors reside in
Indonesia. As a result, it may be difficult for investors to effect service of process, including
judgments, on us or our commissioners and directors outside Indonesia, or to enforce against us or our
commissioners and directors’ judgments obtained in non-Indonesian courts.

We have been advised by our Indonesian legal advisors that judgments of non-Indonesian courts are
not enforceable in Indonesian courts, although such judgments could be admissible as non-conclusive
evidence in a proceeding on the underlying claim in an Indonesian court. There is doubt as to whether
Indonesian courts will enter judgments in original actions brought in Indonesian courts predicated
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solely upon the civil liability or jurisdictions other than Indonesia. As a result, Noteholders would be
required to pursue claims against us or our commissioners and directors in Indonesian courts. There
can be no assurance that the claims or remedies available under Indonesian law will be the same, or
as extensive, as those available in other jurisdictions.

Indonesian legal principles or their practical implementation by Indonesian courts differ materially
from those that would apply within the United States or the European Union. Indonesia’s legal system
is a civil law system based on written statutes, and decided legal cases do not constitute binding
precedent and are not systematically published. Indonesia’'s commercial and civil laws were
historically based on Dutch law as in effect prior to Indonesia’s independence in 1945, and some have
not been revised to reflect the complexities of modern financial transactions and instruments.
Indonesian courts do not necessarily have the same level of experience of courts of other countries
with respect to the complexities of modern financial transactions and instruments and may be
unfamiliar with sophisticated commercial or financial transactions, leading in practice to uncertainty
in the interpretation and application of Indonesian legal principles. The application of Indonesian law
depends upon subjective criteria such as the good faith of the parties to the transaction and principles
of public policy, the practical effect of which is difficult or impossible to predict. The administration
of laws and regulations by courts and government agencies may be subject to considerable discretion.
There is no certainty as to how long it will take for proceedings in Indonesian courts to be concluded,
and the outcome of proceedings in Indonesian courts may be more uncertain than that of similar
proceedings in other jurisdictions. Indonesian judges operate in an inquisitorial system, have very
broad fact-finding powers and a high level of discretion in relation to the manner in which those
powers are exercised. In practice, Indonesian court decisions may omit a clear articulation of the legal
and factual analysis of the issues presented in a case. As aresult, the administration and enforcement
of laws and regulations by Indonesian courts and Indonesian governmental agencies may be subject
to considerable discretion and uncertainty.

Furthermore, corruption in the court system in Indonesia has been widely reported in publicly
available sources. Accordingly, it may not be possible for investors to obtain timely and equitable
enforcement of their legal rights.

Corporate governance standards in Indonesia may differ from those in certain other countries

Corporate governance standards in Indonesia may differ from those applicable in other jurisdictions
in significant ways, including the independence of the board of directors, the board of commissioners
and the audit committee, and internal and external reporting standards. Accordingly, the directors and
commissioners of Indonesian companies may be more likely to have interests that conflict with the
interests of shareholders generally, which may result in them taking actions that are contrary to the
interests of Noteholders.

Risks Relating to the Structure of a Particular Issue of Notes

A wide range of Notes may be issued under the Program. A number of these Notes may have features
which contain particular risks for potential investors. Set out below is a description of certain such
features.

Notes subject to optional redemption
An optional redemption feature is likely to limit the market value of the Notes. During any period
when we may elect to redeem Notes, the market value of those Notes generally will not rise

substantially above the price at which they can be redeemed. This also may be true prior to any
redemption period.
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We may be expected to redeem Notes when our cost of borrowing is lower than the interest rate on
the Notes. At those times, an investor generally would not be able to reinvest the redemption proceeds
at an effective interest rate as high as the interest rate on the Notes being redeemed and may only be
able to do so at asignificantly lower rate. Potential investors should consider reinvestment risk in light
of other investments available at that time.

Partly-Paid Notes

We may issue Notes where the issue price is payable in more than one installment. Failure to pay any
subsequent installment could result in an investor losing all of its investment.

Floating Rate Notes with a multiplier or other leverage factor

Notes with floating interest rates can be volatile investments. If they are structured to include
multipliers or other leverage factors, or caps or floors, or any combination of those features or other
similar related features, their market values may be even more volatile than those for securities that
do not include those features.

Fixed/Floating Rate Notes

Fixed/Floating Rate Notes may bear interest at a rate that we may elect to convert from a fixed rate
to a floating rate, or from a floating rate to a fixed rate. Our ability to convert the interest rate will
affect the secondary market and the market value of such Notes since we may be expected to convert
the rate when it is likely to produce a lower overall cost of borrowing. If we convert from a fixed rate
to a floating rate, the spread on the Fixed/Floating Rate Notes may be less favorable than then
prevailing spreads on comparable Floating Rate Notes tied to the same reference rate. In addition, the
new floating rate at any time may be lower than the rates on other Notes. If we convert from a floating
rate to a fixed rate, the fixed rate may be lower than then prevailing rates on our Notes.

Foreign Currency Notes

Notes denominated in foreign currencies are exposed to the risk of changing foreign exchange rates.
Currency values may be affected by complex political and economic factors, including governmental
action to fix or support the value of a currency, regardless of other market forces. Noteholders may
risk losing their entire investment if exchange rates of the relevant currency do not move in the
anticipated direction. This risk is in addition to any performance risk that relates to the Company or
the type of note being issued. Rupiah-Denominated U.S. Dollar Settled Notes entail risks which are
not associated with a similar investment in a U.S. dollar-denominated security. Such risks include,
without limitation, the possibility of significant changesin the exchange rate between Rupiah and U.S.
dollars if such currency risk is not hedged, and the possibility of imposition or modification of
exchange controls by Bank Indonesia. Such risks are usually dependent on various economic and
political events over which the Company does not have any control.

Historically, exchange rates have been volatile and such volatility is possible in the near future as
well. Historical trends do not necessarily indicate future fluctuations in rates and should not be relied
upon as indicative of future trends. Political, economic or stock exchange developments in Indonesia
or elsewhere could lead to significant and sudden changes in the exchange rate between the Rupiah
and the U.S. dollar. If the Rupiah depreciates against the U.S. dollar the effective yield on the Notes
will decrease below the interest rate on the Notes, and the amount payable on maturity may be less
than the investment made by you. This could result in atotal or substantial loss of the investment made
by you in the Notes.

Notes issued at a substantial discount or premium

The market values of securities issued at a substantial discount or premium to their nominal amount
tend to fluctuate more in relation to general changes in interest rates than do prices for conventional
interest-bearing securities. Generally, the longer the remaining term of the securities, the greater the
price volatility as compared to conventional interest-bearing securities with comparable maturities.
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Notes where denominations involve integral multiples

In the case of Notes which have denominations consisting of a minimum Specified Denomination plus
one or more higher integral multiples of another smaller amount, it is possible that Notes may be
traded in amounts that are not integral multiples of such minimum Specified Denomination. In such
a case, a Noteholder who, as a result of trading such amounts, holds a nominal amount of less than
the minimum Specified Denomination will not receive a Definitive Note in respect of such holding
(should Definitive Notes be printed) and would need to purchase a nominal amount of Notes such that
it holds an amount equal to one or more Specified Denominations.

If Definitive Notes are issued, holders should be aware that Definitive Notes which have a
denomination that is not an integral multiple of the minimum Specified Denomination may be illiquid
and difficult to trade.

Risks Relating to the Notes
The Notes may not be a suitable investment for all investors

Each potential investor in any Notes must determine the suitability of that investment in light of its
own circumstances. In particular, each potential investor should:

° have sufficient knowledge and experience to make a meaningful evaluation of the relevant Notes,
the merits and risks of investing in the relevant Notes and the information contained or
incorporated by reference in this Offering Memorandum or any applicable supplement;

° have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the relevant Notes and the impact such investment
will have on its overall investment portfolio;

° have sufficient financial resources and liquidity to bear all of the risks of an investment in the
relevant Notes, including where principal or interest is payable in one or more currencies, or
where the currency for principal or interest payments is different from the potential investor’s
currency;

° understand thoroughly the terms of the relevant Notes and be familiar with the behavior of any
relevant indices and financial markets; and

° be able to evaluate (either alone or with the help of a financial advisor) possible scenarios for
economic, interest rate and other factors that may affect its investment and its ability to bear the
applicable risks.

Some Notes are complex financial instruments and such instruments may be purchased as a way to
reduce risk or enhance yield with an understood, measured, appropriate addition of risk to their overall
portfolios. A potential investor should not invest in Notes which are complex financial instruments
unless it has the expertise (either alone or with the help of a financial advisor) to evaluate how the
Notes will perform under changing conditions, the resulting effects on the value of such Notes and the
impact this investment will have on the potential investor’s overall investment portfolio. A potential
investor should ensure that he has sufficient knowledge and experience (either alone or with the help
of a financial advisor) to make his own legal, tax, accounting and financial evaluation of the merits
and risks of investing in the Notes and that he considers the suitability of the Notes as an investment
in light of his own circumstances and financial condition.

Change of law
The indenture governing the Notes is based on New York law in effect as at the date of issue of the

relevant Notes. No assurance can be given as to the impact of any possible judicial decision or change
to New York law or administrative practice after the date of issue of the relevant Notes.

51



Limited liquidity of the Notes may affect the market price of the Notes

The Notes will not be registered under the Securities Act or the securities or blue sky laws of any state
of the United States. The Notes are being offered, and may be resold, outside of the United States
within the meaning of and in compliance with Regulation S under the Securities Act. The Notes may
also be offered, and may be resold, within the United States to institutional investors that qualify as
“qualified institutional buyers,” within the meaning of and in compliance with Rule 144A under the
Securities Act; or pursuant to another exemption from the registration requirements of the Securities
Act. Consequently, the Notes are subject to restrictions on transfer and resale.

The Notes are a new issue of securities with no established trading market. Application may be made
for the listing and quotation of the Notes on the SGX-ST or the ISM. However, if for any reason the
Notes are not listed, the liquidity of the Notes may be negatively impacted.

A liquid or active trading market for the Notes may not develop. If an active trading market for the
Notes does not develop or does develop and is not maintained, the market price of the Notes may be
adversely affected. If the Notes are traded, they may trade at a discount from their initial issue price,
depending on prevailing interest rates, the market for similar securities, our Company’s performance
and other factors. See “Subscription and Sale.”

Future discontinuance of LIBOR may adversely affect the value of Floating Rate Notes which
reference LIBOR.

On July 2017, the Chief Executive of the United Kingdom Financial Conduct Authority, which
regulates LIBOR, announced that it does not intend to continue to persuade, or use its powers to
compel, panel banks to submit rates for the calculation of LIBOR to the administrator of LIBOR after
2021. The announcement indicates that the continuation of LIBOR on the current basis is not
guaranteed after 2021. It is not possible to predict whether, and to what extent, panel banks will
continue to provide LIBOR submissions to the administrator of LIBOR going forward. This may cause
LIBOR to perform differently than it did in the past and may have other consequences that cannot be
predicted. Investors should be aware that, if LIBOR were discontinued or otherwise unavailable, the
rate of interest on Floating Rate Notes which reference LIBOR would be determined for the relevant
period by the fall-back provisions applicable to such Notes. Depending on the manner in which the
LIBOR rate is to be determined under the Conditions, this may in certain circumstances (i) be reliant
upon the provision by reference banks of offered quotations for the LIBOR rate which, depending on
market circumstances, may not be available at the relevant time or (ii) result in the effective
application of a fixed rate based on the rate which was applied in the previous period when LIBOR
was available. Any of the foregoing could have an adverse effect on the value or liquidity of, and
return on, any Floating Rate Notes which reference LIBOR.

A downgrade in ratings may affect the market price of the Notes

Our Company has received long-term ratings of “BB” from Standard & Poor’s, “Baa2” from Moody’s
and “BBB” from Fitch. The ratings reflect the ability of our Company to make timely payment of
principal and interest on senior unsecured debts. A rating is not a recommendation to buy, sell or hold
securities and may be subject to rescission, suspension or withdrawal at any time. There can be no
assurance that the ratings will remain in effect for any given period or that the ratings will not be
revised by the rating agencies in the future if, in their judgment, circumstances so warrant.

We will require a significant amount of cash to meet our obligations under our indebtedness and
to sustain our operations, which we may not be able to generate or raise

Our ability to make scheduled payments on the Notes and our ability to make payments on our
indebtedness and our contractual obligations (see “Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Indebtedness”), and to fund our ongoing operations,
will depend on our future performance and our ability to generate cash, which to a certain extent is
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subject to general economic, financial, competitive, legislative, legal, regulatory and other factors, as
well as other factors discussed in this “Risk Factors” section, many of which are beyond our control.
If our future cash flows from operations and other capital resources are insufficient to pay our debt
obligations, our contractual obligations, or to fund our other liquidity needs, we may be forced to sell
assets or attempt to restructure or refinance our existing indebtedness. No assurance can be given that
we would be able to accomplish any of these measures on a timely basis or on satisfactory terms or
at all.

Payments under the Notes will be structurally subordinated to certain liabilities and obligations of
our subsidiaries

We have only a shareholder’s claim on the assets of any subsidiary in our group. This shareholder’s
claim is junior to the claims that creditors of any such subsidiary have against it. As a result, all
liabilities of any of our subsidiaries on the Issue Date of the Notes, including any claims of trade
creditors and preferred stockholders of our subsidiaries, will be effectively senior in right of payment
to the Notes. As of December 31, 2017, our subsidiaries had an outstanding aggregate principal
amount of Rp.25,008 billion (other than the aggregate principal amount of outstanding guaranteed
notes amounting to U.S.$2.5 billion of Majapahit Holding B.V., which has been guaranteed by us, as
of December 31, 2017) in total liabilities and obligations to third parties (other than deferred tax
liabilities). In addition, all of the secured liabilities and obligations of our subsidiaries will be
effectively senior in right of payment to the Notes. Any of these subsidiaries may in the future have
other liabilities, including contingent and secured liabilities, that may be significant. Although the
indenture governing the Notes contains limitations on the amount of additional debt (including
secured debt) that we and our subsidiaries may incur, the amounts of such debt could be substantial.
See “Description of the Notes — Covenants — Negative Pledge.”

The Notes will be subordinated to secured obligations of our Company

The Notes will be direct, general and unconditional obligations of our Company and will rank pari
passu in right of payment to all existing and future unsecured and unsubordinated indebtedness of our
Company. The Notes will be effectively subordinated to any secured obligations of our Company to
the extent of the assets serving as security therefor. In bankruptcy, the holder of a security interest
with respect to any assets of our Company will be entitled to have the proceeds of such assets applied
to the payment of such holder’s claim before the remaining proceeds, if any, are applied to the claims
of the Noteholders. As of December 31, 2017, our Company had outstanding an aggregate amount of
Rp.15,713 billion (U.S.$1,160 million) in secured debt. While our Company’s ability to incur secured
obligations will be limited under the indenture governing the Notes, our Company may in the future
incur additional secured obligations and the amount of those obligations could be very substantial.

The Government may provide financial support to third parties in support of our commercial
obligations, which may not be available to Noteholders in respect of the Notes

The Government has in the past provided financial support in the form of letters of support given to
third parties for our Company’s commercial obligations. In addition, the Government has provided an
irrevocable and unconditional guarantee on loans we incurred to finance our development projects in
connection with the Fast Track Program | pursuant to Presidential Regulation No. 86/2006 on
Government Guarantee for Acceleration of Contraction of Coal Power Generator as amended by
Presidential Regulation No. 91/2007. Pursuant to MOF Regulation No. 130/PMK.08/2016 (“MOF
Regulation 130/2016"), the Government is also required to provide business viability guarantees in
connection with the acceleration of electricity infrastructure projects pursuant to Presidential
Regulation No. 4/2016, as amended by Presidential Regulation No. 14/2017, upon a proposal
submitted by our Company and subject to certain conditions. The Government may also provide
additional letters of support in connection with our commercial obligations, including our obligations
to ECAsinrelation to the Fast Track Programs, to multi-lateral lending agencies and/or to commercial
lenders. There can be no assurance that, if such Government financial support is provided to ECAS,
multi-lateral lending agencies or commercial lenders, any similar financial support will also be given
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to the Noteholders. The benefit of financial support from the Government or other credit enhancement
will not be available to the Noteholders or be required to be given to Noteholders under the terms of
the Indenture. In such event, Noteholders may be at a disadvantage to other creditors of the Company
and the credit rating of the Notes may be adversely affected.

We may not have the ability to raise the funds necessary to finance an offer to repurchase the Notes
upon the occurrence of a Change of Control Triggering Event as required by the indenture
governing the Notes

Upon the occurrence of a “Change of Control Triggering Event,” as such term is defined in the
indenture governing the Notes, we are required to offer to repurchase all outstanding Notes at a
purchase price in cash equal to 101.0% of the principal amount of the Notes. If a Change of Control
Triggering Event were to occur, no assurance can be given that we would have sufficient funds
available at such time to pay the purchase price of the outstanding Notes. A Change of Control
Triggering Event may result in an event of default under, or acceleration of, other indebtedness. The
repurchase of the Notes pursuant to such an offer could cause a default under such indebtedness, even
if the Change of Control Triggering Event itself does not.

The Change of Control Triggering Event provision contained in the indenture governing the Notes may
not necessarily afford Noteholders protection in the event of certain important corporate events,
including areorganization, restructuring, merger, recapitalization, sale of all or substantially all assets
or other similar transaction involving our Company that may adversely affect Noteholders, because
such corporate events may not involve a shift in voting power or beneficial ownership or, even if they
do, may not constitute a “Change of Control Triggering Event.” Except as described under
“ Description of the Notes — Change of Control Triggering Event,” the indenture governing the Notes
does not contain provisions that require our Company to offer to repurchase or redeem the Notes in
the event of a reorganization, restructuring, merger, recapitalization, sale of all or substantially all
assets or similar transaction.

Risks Relating to the Market Generally

The transfer of the Notes is restricted, which may adversely affect their liquidity and the price at
which they may be sold

The Notes have not been registered under, and we are not obligated to register the Notes under, the
Securities Act or the securities laws of any other jurisdiction and, unless so registered, may not be
offered or sold except pursuant to an exemption from, or a transaction not subject to, the registration
requirements of the Securities Act and any other applicable laws. See “Subscription and Sale.” We
have not agreed to or otherwise undertaken to register the Notes (including by way of an exchange
offer).

The secondary market for the Notes may never develop or may not be liquid

Notes may have no established trading market when issued, and one may never develop. If a market
does develop, it may not be liquid. Therefore, investors may not be able to sell their Notes easily or
at prices that will provide them with ayield comparable to similar investments that have a devel oped
secondary market. This is particularly the case for Notes that are especially sensitive to interest rate,
currency, credit or market risks, and/or are designed for specific investment objectives or strategies
or have been structured to meet the investment requirements of limited categories of investors. These
types of Notes generally would have a more limited secondary market and more price volatility than
conventional debt securities. Illiquidity may have an adverse effect on the market value of Notes.

Exchange rate risks and exchange controls
We will pay principal and interest on the Notes in the currency specified (the “ Settlement Currency”).

This presents certain risks relating to currency conversions if an investor’'s financial activities are
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denominated principally in a currency or currency unit (the “Investor’s Currency”) other than the
Settlement Currency. These include the risk that exchange rates may significantly change (including
changes due to devaluation of the Settlement Currency or revaluation of the Investor’s Currency) and
the risk that authorities with jurisdiction over the Investor’s Currency may impose or modify exchange
controls. An appreciation in the value of the Investor’s Currency relative to the Settlement Currency
would decrease (i) the Investor’s Currency-equivalent yield on the Notes, (ii) the Investor’s Currency
equivalent value of the principal payable on the Notes and (iii) the Investor’s Currency equivalent
market value of the Notes.

Government and monetary authorities may impose (as some have done in the past) exchange controls
that could adversely affect an applicable exchange rate. As aresult, investors may receive less interest
or principal than expected, or no interest or principal.

Interest rate risks

Investment in Fixed Rate Notes involves the risk that subsequent changes in market interest rates may
adversely affect the value of Fixed Rate Notes.

Inflation risk

Noteholders may suffer erosion on the return of their investments due to inflation. Noteholders would
have an anticipated rate of return based on expected inflation rates on the purchase of the Notes. An
unexpected increase in inflation could reduce the actual returns.

The market value of the Notes may fluctuate

Trading prices of the Notes are influenced by numerous factors, including the operating results,
business and/or financial condition of our Company and political, economic, financial and any other
factors that can affect the capital markets, the industry and our Company generally. Adverse economic
developments, acts of war and health hazards in Indonesia could have a material adverse effect on our
Company’s operations, operating results, business, financial position and performance.

Global financial turmoil has led to volatility in international capital markets which may adversely
affect the market price of any Series of Notes

Global financial turmoil has resulted in substantial and continuing volatility in international capital
markets. Any further deterioration in global financial conditions could have a material adverse effect
on worldwide financial markets, which may adversely affect the market price of any Series of Notes.

See “— Domestic, regional or global economic changes may materially and adversely affect the
Indonesian economy and our business” on the recent downgrade of the U.S. government’s sovereign
credit rating by Standard & Poor’s and the recent financial crisis in Europe concerning the sovereign
debt of certain European nations.

Credit ratings may not reflect all risks

One or more independent credit rating agencies may assign credit ratings to an issue of Notes. The
ratings may not reflect the potential impact of all risks related to structure, market, additional factors
discussed above and other factors that may affect the value of the Notes. A credit rating is not a
recommendation to buy, sell or hold securities and may be suspended, revised, downgraded or
withdrawn by the assigning rating agency at any time.

Legal investment considerations may restrict certain investments
The investment activities of certain investors are subject to legal investment laws and regulations, or

review or regulation by certain authorities. Each potential investor should consult its legal advisors
to determine whether and to what extent:
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° Notes are legal investments for it;

° Notes can be used as collateral for various types of borrowing; and

° other restrictions apply to its purchase or pledge of any Notes.

Financial institutions should consult their legal advisors or the appropriate regulators to determine the
appropriate treatment of Notes under any applicable risk-based capital or similar rules.
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RELATIONSHIP WITH THE GOVERNMENT

Prior to September 23, 2009, our operations were governed by the Old Electricity Law. The Old
Electricity Law was enacted on the basis that an adequate and reliable supply of electricity is
instrumental to improve public welfare and promote economic activity in Indonesia. The Old
Electricity Law provided control over the business of supplying electricity to a state-owned enterprise
appointed by the Government. In 1994, we were appointed as the holder of the Electricity Business
Proxy (“PKUK") and were specifically assigned the task of providing electric power to the public, and
carrying out other supporting businesses, by the Government.

Under the New Electricity Law, electricity supply in Indonesia is no longer executed by the state and
carried out by us as the holder of the PKUK. Instead, the electricity supply is controlled by the state
and conducted by the central Government and the regional governments through state-owned
enterprises, such as our Company, regional-owned enterprises, private entities or corporations who
have licenses to supply electricity.

We have entered into a range of transactions with the Government and entities controlled by the
Government and it is expected that we will enter into similar transactions in the future. The
Government provides support to us through subsidies to cover cost gaps, extensions of government
loan maturities, conversion of overdue interest, guarantees and penalty charges into equity, waivers
of interest on certain tax payment deferrals, and by granting us additional time to pay for fuel supplied
to us by Pertamina. Further, in the ordinary course of our business, we have dealt with and will from
time to time deal with other companies owned or controlled by the Government.

Government as Shareholder

As of December 31, 2017, the Government, represented by the Ministry of State-Owned Enterprises,
owned 100.0% of our shares. We believe the Government is committed to our financial soundness as
part of its objective to ensure a stable electricity supply in Indonesia. Pursuant to Presidential
Regulation No. 71/2006, as amended by Presidential Regulation No. 59/2009, Presidential Regulation
No. 47/2011, Presidential Regulation No. 45/2014 and Presidential Regulation No. 193/2014, the
Government has mandated us to accelerate the development of coal-fired electricity generating plants
of an aggregate capacity of 9,927 MW. Approximately 97.0% of these plants have been completed and
were in operation in 2017 pursuant to the Fast Track Program | in order to reduce our reliance on oil
and the Government’s subsidy and to meet rising electricity demands in Indonesia. Pursuant to
Presidential Regulation No. 4/2010 as amended by Presidential Regulation No. 48/2011, Presidential
Regulation No. 194/2014, and supplemented by MEMR Regulation No. 15/2010, as amended by
MEMR Regulation No. 1/2012, MEMR Regulation No. 21/2013, MEMR Regulation No. 32/2014 and
MEMR Regulation No. 40/2014, the Government has mandated us to procure a further 17,428 MW of
renewable energy, gas and coal-fired electricity plants in order to fulfill increasing energy demand
beyond the completion of Fast Track Program | and by using more environmentally friendly energy
resources through the Fast Track Program II. Electricity subsidies are included in the state budget and
current regulations require the Government to cover any loss we incur as a result of
Government-regulated electricity tariffs falling below our cost of providing electricity to customers.
See “Risk Factors — Risks Relating to our Business and Operations — We are subject to the control
of the Government, whose interests may differ from our interests,” “Regulation of the Indonesian
Electricity Sector” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Factors Affecting our Results of Operations and Financial Condition — Subsidies.”
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Government as Lender and Provider of Subsidies

We source financing in various forms from the Government and related entities. As a result of
Government assistance during the Asian financial crisis in 1997, we did not default on or restructure
our bonds or bank loans in response to that crisis and repaid debt of Rp.20.7 trillion from 1998 to
2003. The Government also waived its interest installments on tax deferments (arising from an asset
revaluation exercise undertaken in 2002) until December 15, 2005.

The Government has provided the following types of financing to us:
Two-step loans

These comprise overseas |oans from such entities as the IBRD, ADB, KfW and JBIC, among others,
extended to the Government, which in turn lent an equivalent amount to our Company to finance our
projects. There is no collateral for these loans, for which the Government remains the primary obligor.
Our two-step loans amounting to Rp.34,221 billion (U.S.$2,526 million) as of December 31, 2017.

Investment Fund Account No. RDI-393/DP3/2001

On July 25, 2001, pursuant to a letter from the Ministry of Finance, our Company and the Government
agreed to restructure the overdue principal of two-step loans amounting to Rp.5,288 billion. The
restructured loan is unsecured, has a period of 20 years, including a two-year grace period, bears
interest at 4.0% per annum. This|oan will be repaid in semi-annual installments of Rp.147 billion until
July 30, 2021.

The Government also approved the capitalization of overdue interest and penalties amounting to
Rp.28,781 hillion into additional Government equity participation.

Loan to finance capital expenditures

Pursuant to Presidential Regulation No. 9/2011, the Government is required to provide a Rp.7,500
billion loan to our Company to offset the financing gap faced by our Company attributable to the
procurement and replacement of transformers, the fortification and installation of transmission and
distribution lines and other investment projects, subject to certain conditions. The loan was provided
from the State Budget of Revenue and Expenditure of Fiscal Year 2010 as determined under Law No.
47 of 2009, and subsequently amended under Law No. 2 of 2010. As of December 31, 2017, the total
drawdowns from this facility were Rp.7,500 billion. This loan has been used to finance the
procurement and replacement of transformers, strengthening of the installation, transmission and
distribution and also other capital expenditures. This loan has been transferred to PT Sarana Multi
Infrastruktur (Persero) as of December 23, 2015 pursuant to Law No. 3 of 2015 and Government
Regulation No. 95 of 2015.

Business viability guarantees

Pursuant to MOF Regulation 130/2016, the Government is required to provide a business viability
guarantee letter (“Business Viability Guarantee Letter”) for the benefit of the relevant IPPs to ensure
the viability of our Company to fulfill our financial obligations to IPPs based on PPAs entered into
by us and the relevant IPPs, which include: (i) payment obligation to purchase electricity and/or (ii)
payment obligation for non-electricity purchases. The non-electricity purchase obligation includes the
Company’s payment obligations under PPAs in case political risks or other events that we cannot
remedy (non-remediable events) materialize, which would result in the obligation for us to purchase
projects at a purchase price based on formulas as set out in the relevant PPASs.

The Business Viability Guarantee Letter is granted based on application submitted by us to the
Minister of Finance before conducting procurement of an electricity infrastructure development.

58



Subsidies

In 2003, Law No. 19/2003 on State-Owned Enterprises was introduced, which provided that, if a
state-owned enterprise is specifically assigned by the Government to undertake a public utility
function and such assignment is not financially feasible, the Government must compensate all of its
costs. Because we are a state-owned enterprise and were appointed as the holder of PKUK and
electricity tariffs are set by the Government, which in most instances do not cover our costs of
production and distribution, the Government is obligated to compensate us for the difference between
our cost to produce the electricity we sell and the prices we are permitted to charge our customers for
that electricity under the tariff rates set by the Government. Pursuant to the MEMR Regulation No.
28/2016, the Government applied a tariff adjustment mechanism for 13 types of customers. However,
the tariff adjustment has only been implemented for 12 types of customers that represented in
aggregate 65.0% of the overall sales as planned under the 2017 state budget. As the tariff rates for
certain residential customers have been below our cost of production, the Government pays us an
electricity subsidy to compensate for differences between our production costs and these tariffs and
aPSO Margin set at 7.0% above the cost of electricity to meet our finance costs for borrowings related
to capital expenditures. The subsidy mechanism is defined in the Minister of Finance Regulation No.
44/PMK.02/2017, as amended by the Minister of Finance Regulation No. 162/PMK.02/2017. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations — Factors
Affecting our Results of Operations and Financial Condition — Subsidies” and “ Regulation of the
Indonesian Electricity Sector — Subsidies.” In 2017, subsidies set aside for us accounted for 2.6% of
the Government budget.

Government as Regulator

The Government regulates the generation, transmission and distribution of electricity in Indonesia
through the MEMR. In particular, the Government’s policies on matters such as electricity tariffs and
subsidies could have a significant effect on our competitive position, operations and financial
condition. See “Regulation of the Indonesian Electricity Sector — Subsidies.”

Regulatory Framework and Relationship with the Government

We are wholly-owned by the Government. Our Commissioners and Directors are appointed by our
shareholder, represented by the Ministry of State-Owned Enterprises. The Government agencies listed
below have the following supervisory roles:

° The Parliament reviews and approves the state budget, which includes the subsidies to be paid
to us. The Government consults with the Parliament with respect to our electricity tariffs.

° The Ministry of State-Owned Enterprises approves our annual budget, including the amount of
our subsidies, at our shareholders’ meetings and our long-term investments and funding plans of
over one year.

° The Ministry of Finance monitors our finances and provides offshore loans, grants and subsidies
to us. The Ministry of Finance and BAPPENAS approve investment projects which form part of
the Government budget.

° The MEMR is our main regulator. This ministry prepares our electricity tariff proposals.
Electricity tariffs are then set by the President of Indonesia after consultation with the
Parliament. The MEMR issues licenses, policies and regulations relating to electricity sales from
and procurement methodologies with IPPs and issues the national electricity general plan.

59



° BAPPENAS is responsible for setting out national investment policy and granting approval for
offshore loans, grants and investment projects which form part of the Government budget.
BAPPENAS reviews and gives approval for electricity projects proposed by us to be financed by
the Government budget.

° The Ministry of the Environment monitors compliance with environmental laws.
Government as Supplier
Transactions with Pertamina

Pertamina is our primary supplier of fuel oil. Pertamina is the Indonesian state-owned oil and gas
company. As of December 31, 2017, Pertamina supplied approximately 88.5% of our demand for fuel
oil. On May 16, 2007, we entered into the 2007 Pertamina Agreement, which was effective from
January 1, 2007 until December 31, 2015 and was amended in 2009, 2010, 2011 and 2017, extending
the expiry date to December 31, 2020. The fuel oil prices under the Pertamina Agreement are based
on MOPS. Generally, we negotiate and finalize the price of fuel oil with Pertamina at least one month
before the beginning of the following year. If we do not come to an agreement on the fuel oil price,
it remains the same as the previous year and adjustments are made when a new price is agreed. The
agreed prices of high-speed diesel oil and marine fuel oil for the period January 1, 2017 to June 30,
2017 were MOPS plus a margin of 7.0% and 9.5%, respectively, and for the period July 1, 2017 to
December 31, 2017 were MOPS plus a margin of 4.6% and 9.1%, respectively, and consumption of
up to 4.3 million kiloliters of fuel oil supplied from all supply points specified by Pertamina. As of
the date of this Offering Memorandum, we have not reached an agreement with Pertamina on the fuel
oil price for 2018 to 2020 and we determine the temporary prices of high-speed diesel oil and marine
fuel oil on a monthly basis with reference to MOPS.

We have entered into agreements with Pertamina for the supply of natural gas to the Keramasan
electricity generating plants, ending in 2020. Pertamina also supplied natural gas to the Muara Tawar,
Gresik and Tanjung Batu electricity generating plants; the relevant agreements have ended in 2018,
2018 and 2017 respectively, and are currently under negotiation for renewal by PLN and its subsidiary.
Furthermore, we have entered into an agreement with Pertamina for the procurement and supply of
geothermal steam to the Kamojang electricity generating plants for 25 years until 2041, the Gunung
Salak and the Drajat electricity generating plants for 30 years until 2040 and 2047, respectively, and
the Lahendong electricity generating plant for 30 years until 2040. In addition, we have secured
concessions from the Government in geothermal areas to develop geothermal power plant projects
such as the Ulumbu project (with total planned capacity of 40 MW), Mataloko project (with total
planned capacity of 20 MW) and Tulehu project (with total planned capacity of 20 MW). We have also
made proposals to the Government for additional geothermal area concessions for future development.

Transactions with PT Tambang Batubara Bukit Asam (Persero) Tbk

Our main coal supplier is PT Tambang Batubara Bukit Asam (Persero) Tbk (“PTBA"), a state-owned
enterprise. Coal procured from PTBA is supplied to Suralaya SCPP, Paiton Baru SCPP, Labuan Angin
SCPP, Labuan SCPP, Suralaya Baru SCPP, Indramayu SCPP, Pacitan SCPP, Rembang SCPP, Lontar
SCPP, Pelabuhan Ratu SCPP, Adipala SCPP and Tanjung Awar — Awar SCPP.

Transactions with PGN

We have a number of natural gas purchase agreements with PT Perusahaan Gas Negara (Persero) Thk
(“PGN™), the state-owned natural gas utility, to procure and supply natural gas to Cilegon CCPP,
Talang Duku CCPP, gas engine and turbine in Lampung, and various gas turbine units in Batam Island
whose termination dates will fall between 2018 and 2021. Since April 2016, PGN have also been
supplying natural gas to Priok CCPP, Muara Karang CCPP and Muara Tawar CCPP on a temporary
basis while we negotiate commercial terms of the natural gas purchase agreements with PGN. As of
the date of this Offering Memorandum, the negotiation is ongoing.
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Government as Customer

A number of other state-owned enterprises, such as PT Krakatau Steel (Persero), are our customers.
In addition, we supply electricity to Government offices and state-owned hospitals. We also provide
electricity for public lighting.

PSAK No. 7, (revised 2010) “Related Party Disclosures” of Indonesian GAAP/IFAS provides that
Government departments and agencies, which include state-owned enterprises, are considered related
parties. The transactions of our Company with the Government and state-owned enterprises were
disclosed in our Company’s restated consolidated financial statements, included elsewhere in this
Offering Memorandum.

Electricity Tariff Rates and Cost of Fuel Oil

The Government sets the electricity tariff rates, which are the prices we can charge for the electricity
we sell. See “Regulation of the Indonesian Electricity Sector.” Historically, our operating expenses
have exceeded the electricity tariffs and, as a result, we have relied on Government subsidies to cover
our costs. The cost of fuel oil is a significant contributor to our costs, as our price for fuel oil
fluctuates monthly, based on market price (MOPS). For the year ended December 31, 2017, fuel oil
accounted for 8.5% of our operating expenses and 19.9% of our total fuel and lubricants expenses.

The price for high-speed diesel, which has historically accounted for a majority of our fuel oil
expenses (approximately 89.1%, 84.1%, 79.8% and 78.3% for the years ended December 31, 2014,
2015, 2016 and 2017, respectively), has varied in the past four years, from Rp.10,321 per liter in
December 2014 to Rp.6,562 per liter in December 2017, representing the average price across our
regions of coverage. We have also experienced difficulties in obtaining a sufficient supply of natural
gas. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations,”
“Our Business — Suppliers” and “Risk Factors — We may not be able to secure sufficient supplies of
natural gas or coal, which could adversely affect our business.”

Fast Track Program |

In order to reduce our reliance on fuel oil and pursuant to Presidential Regulation No. 71/2006 as
amended by Presidential Regulation No. 59/2009, Presidential Regulation No. 47/2011, Presidential
Regulation No. 45/2014 and Presidential Regulation No. 193/2014, the Government introduced the
Fast Track Programs, the first phase of which, the Fast Track Program I, originally mandated us to
build new coal-fired electricity generating plants at 40 locations in Indonesia, comprising ten plants
with an aggregate capacity of 6,900 MW in Java-Bali and 30 plants with an aggregate capacity of
2,022 MW outside Java-Bali. This was subsequently amended by Presidential Regulation No. 59/2009,
Presidential Regulation No. 47/2011, Presidential Regulation No. 45/2014 and Presidential Regulation
No. 193/2014 which increased the mandate to 42 locations, including ten plants with an aggregate
capacity of 7,490 MW in Java-Bali and 32 plants with an aggregate capacity of 2,437 MW outside
Java-Bali. Two of the 42 originally mandated locations have been combined into one location, three
locations have since been terminated due to difficulties involving conditions of the sites and EPC
contractors, and four locations have been reserved for future development, resulting in 34 locations
with active development for 9,927 MW under the Fast Track Program |. As of December 31, 2017, out
of 34 locations with an aggregate capacity of 9,927 MW, 27 locations representing approximately 97%
of total capacity (9,640 MW) were in operation, while the other seven locations representing
approximately 3% of total capacity (287 MW) are expected to begin operationsin 2018 (177 MW) and
2019 (110 MW), respectively. The generating plants under the Fast Track Program | that completed
in 2017 became operational five years later than originally planned due to issues relating to
availability of land and the performance of contractors. As of December 31, 2017, we had incurred a
total of Rp.164,611 billion (U.S.$12,150 million) in costs related to the Fast Track Program |
pertaining to construction and renovation of generation development projects, transmission
development projects and the related capitalized borrowing costs.
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Generation Development Projects

By replacing approximately 3,500 MW of our fuel oil-fired electricity generation capacity with
coal-fired and other generation capacities under the Fast Track Program | and by expanding our
non-fuel oil-fired electricity generation capacity, we have reduced our fuel oil-based generation
production from 35.3% of our total generation production in 2006 to approximately 5.6% in 2017. We
believe that decreasing fuel costs will also decrease our reliance on Government subsidies to us. The
Fast Track Program I’s other objectives include accel erating the development of Indonesia’s electricity
infrastructure and enabling us to meet rising domestic electricity demands.

We invited contractors to submit bids as part of atender process for each Fast Track Program | project.
At the conclusion of the tender process, we entered into an EPC contract with the contractor that
submitted the winning bid. As of December 31, 2017, we had signed 34 EPC contracts for building
coal-fired electricity generating plants in ten locations in Java-Bali with an aggregate capacity of
7,490 MW and in 24 locations outside Java-Bali with an aggregate capacity of 2,437 MW. In general,
the terms of some of our EPC contracts provide that we will, in cooperation with the contractor, obtain
export credit or other bank financing from one or more banks for approximately 85.0% of the contract
price and that we will pay the contractor a down payment of approximately 15.0% of the contract
price. Under certain EPC contracts, we are required to obtain such financing within 90 or 120 days
of the contract date, depending on the relevant contract. If we do not obtain such financing, we will
enter into negotiations with the relevant contractor to agree how financing will be obtained. As of the
date of this Offering Memorandum, we have secured financing in the form of export credits and other
bank financing for generating plants at 33 out of the 34 locations and we have completed construction
of generating plants at 27 locations with 9,640 MW in operation, equal to approximately 97% of the
total planned capacity of 9,927 MW, while the other seven locations representing approximately 3%
of total capacity, or 287 MW, are expected to bring 177 MW into operation in 2018, and the remaining
110 MW in 2019. See “Risk Factors — Risks Relating to our Business and Operations — We are
exposed to certain risks associated with developing additional electricity generating plants and
acquiring other power generation assets.”

Transmission Development Projects

We have been constructing new substations and transmission lines since 2008 throughout Indonesia.
Some of the projects are related directly to the Fast Track Program | and some of them are regular
construction programs as stated in our electricity general master plan.

In Java, we are constructing transmission lines of 150 kV and 500kV of approximately 1,597
kilometers-circuits with a substation capacity of 1,530 MVA. In Sumatra, we are constructing
transmission lines of 70 kV, 150 kV and 275 kV of approximately 409 kilometers-circuits with a
substation capacity of 150 MVA. In Kalimantan, we are constructing transmission lines of 150 kV of
approximately 184 kilometers-circuits with a substation capacity of 90 MVA. In Sulawesi and Nusa
Tenggara, we are constructing transmission lines of 150 kV of approximately 615 kilometers-circuits
with a substation capacity of 295 MVA. In Maluku and Papua, we are constructing transmission lines
of 150 kV of approximately 94 kilometers-circuits with a substation capacity of 60 MVA.

As of December 31, 2017, atotal of 2,899 kilometers-circuits of transmissions lines has been directly
connected to the Fast Track Program | infrastructure and the amount of our investments in
transmission development projects under the Fast Track Program | reached approximately Rp.9,947
billion. We estimate the total remaining investments required by the EPC contracts for the Fast Track
Program | to amount to approximately Rp.342 billion plus U.S.$20 million for transmission
development projects.

Some upgrading projects have also been conducted due to the existing limitation of the current flow
in the existing transmission lines. Accordingly, the upgrading program included the direct extension
to the new power plants to be built under the Fast Track Program | and resulted in the increase in the
sales to our customers. From January 1, 2012 to December 31, 2017, we upgraded approximately 1,627
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kilometer-circuits of existing transmission lines in the Java area, to distribute all of the power
produced by the new power plants to be built under the Fast Track Program I, IPPs and our other
projects. As of December 31, 2017, the total contract amount, which consists of contract numbers
102.PJ/611/P3B/2008, 199.PJ/611/P3B/2008 and 098.PJ/611/P3B/2008, for upgrading the existing
electricity facility in the Java area was approximately Rp.631.3 billion.

Financing for Fast Track Program I
The following table sets forth the generation projects in Java-Bali, and the amount of financing

required for the U.S. dollars portion and the Rupiah portion of the contract price under the relevant
EPCs under the Fast Track Program | as of December 31, 2017:

Government Indonesia
mandated Actual Total U.S. dollars  Rupiah
Total contractual contractual  portion portion Contract Contract
L ocation Province capacity capacity capacity required required date® progress
(U.s$ (Rp
(MW) (MW) (MW) millions) billions) (%)
Suralaya............. Banten 600 1x 625 625 284® 735 March 2007 100
Labuan............... Banten 600 2 x 300 600 289 1,077® March 2007 100
Indramayu.......... West Java 900 3x 330 990 592 1,273 March 2007 100
Rembang............ Central Java 600 2 x 315 630 262 1,911® March 2007 100
Paiton ................ East Java 600 1 x 660 660 331®@ 601 March 2007 100
Pelabuhan Ratu .. West Java 900 3 x 350 1,050 4822 1,874® August 2007 100
Pacitan............... East Java 600 2 x 315 630 293®@ 1,046(® August 2007 100
Teluk Naga......... Banten 900 3x 315 945 455(2) 1,607® August 2007 100
Adipala, Cilacap. Central Java 600 1 x 660 660 4682 1,890 December 2008 100
Tanjung
Awar-Awar ..... East Java 600 2 x 350 700 372 1,155 April 2008 100
Total ..ccvveeeens 6,900 7,490 3,828 13,169
Notes:

(1)  Starting date of EPC contract for the location.
(2)  Asof December 31, 2017, each location has been in operation for the aggregate total contractual capacity of 7,490 MW.

The following table sets forth the generation projects outside Java-Bali, and the amount of financing
required for the U.S. dollars portion and the Rupiah portion of the contract price under the relevant
EPCs under the Fast Track Program | as of December 31, 2017:

Expected capacity in the

Indonesia .
Government Actual Total U.S. dollars  Rupiah ye_ar commercial
) ) operations commence®®
mandated total contractual contractual portion portion Contract Contract
Location Province capacity capacity capacity required required date® progress? 2018 2019
(Us$
(MW) (MW) (MW) millions)  (Rp billions) (%)
Meulaboh............. Nanggroe 2 x (100-150) 2 x 110 220 124 614  April 2008 100 — —
Aceh
Darussalam
Pangkalan Susu.... North 2 x (100-150) 2 x 220 440 209 781 October 100 — —
Sumatra and 2 x 2007
(100-150)
Teluk Sirih .......... West 2 x (100-150) 2x 112 224 138 521 May 2008 100 — —
Sumatra
Tj. Balai Karimun Riau 2x7 2x7 14 7 71 June 2008 100 — —
Baru.....cccoooe.
Bangka Baru........ Bangka 2x25 2x 30 60 23 317 July 2008 100 — —
Belitung Baru...... Bangka 2x 15 2x16.5 33 24 142 June 2008 100 — —
Belitung
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Expected capacity in the

Indonesia .
Government Actual Total U.S. dollars  Rupiah ygar commercial 2@
mandated total contractual contractual portion portion Contract Contract operations commence
Location Province capacity capacity capacity required required date® progress?
(US$
(MW) (MW) (MW) millions)  (Rp billions) (%)
Tarahan Baru....... Lampung 2 x (100-150) 2 x 100 200 119 460 October 100 — —
2007
Singkawang Baru. West 2 x50 2x 2715 55 3 172 June 2008 87 — 55
Kalimantan
Asam-Asam.......... South 2 x 65 2 x 65 130 84 313 July 2008 100 — —
Kalimantan
Pulang Pisau........ Central 2 x 65 2 x 60 120 62 414 January 2008 100 — —
Kalimantan
Kendari................ South East 2x 10 2x 10 20 10 97 January 2008 100 — —
Solawesi
Gorontalo Baru.... Gorontalo 2x25 2x25 50 26 265 July 2012 71 25 25
Amurang Baru ..... North 2x25 2x25 50 27 305  October 100 — —
Sulawesi 2007
Barru.....ococveenne South 2 x50 2 x50 100 52 380 July 2008 100 — —
Sulawesi
Bima.....ccoenininns West Nusa 2x7 2x 10 20 8 120  June 2008 4 20 —
Tenggara
Lombok ............... West Nusa 2x 25 2x 25 50 24 274 October 93 25 —
Tenggara 2007
Ende......ccccoeninis East Nusa 2x7 2x7 14 8 73 January 2008 94 7 —
Tenggara
Kupang........cccc... East Nusa 2x15 2x16.5 33 23 135 June 2008 100 — —
Tenggara
Tidore...cooovennne North 2x7 2x7 14 10 100  June 2008 100 — —
Maluku
Jayapura Baru...... Papua 2x7 2x 10 20 14 141 July 2008 96 — —
Parit Baru............ West 2 x 50 2 x 50 100 62 392 June 2009 86 100 —
Kalimantan
Kaltim ..o East 2 x 100 2 x 110 220 117 991  December 100 — —
Kalimantan 2010
Tanayan............... Riau 2 x 100 2x 110 220 116 1,019 December 100 — —
2010
Ambon................. Maluku 2x7 2x 15 30 21 186  April 2010 69 — 30
Total 2,437 1,339 8,283 177 110
Notes:

(1) Date of EPC contract for the location.

(2) In the table above, where the contract progress ratio is below 100% for projects in operation as of December 31, 2017,
this indicates that there are minor requirements and items not yet delivered by the EPC contractors for the issuance of
taking over certificates, i.e. submission of regulatory documents, post-construction inspections, post-construction 1-year
warranty requirements, etc.

(3)  Asof December 31, 2017, 150 MW out of 2,437 MW, total contractual capacity, has been in operation while 177 MW
and 110 MW are expected to be in operation by 2018 and 2019, respectively.

As of December 31, 2017, we had incurred a total of Rp.164,611 billion (U.S.$12,150 million) in costs
related to the Fast Track Program | pertaining to construction and renovation of generation
development projects, transmission development projects and the related capitalized borrowing costs.
We estimate the total remaining investments required by the EPC contracts for Fast Track Program |
(including Value Added Tax at 10.0%) to amount to approximately Rp.995 billion plus U.S.$675
million for generation development projects and Rp.342 billion plus U.S.$20 million for transmission
development projects.
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Fast Track Program Il

Under the Fast Track Program II, pursuant to Presidential Regulation No. 4/2010, as amended by
Presidential Regulation No. 48/2011 and Presidential Regulation No. 194/2014 and supplemented by
MEMR Regulation No. 15/2010, as amended by MEMR Regulation No. 1/2012, MEMR Regulation
No. 21/2013, MEMR Regulation No. 32/2014 and MEMR Regulation No. 40/2014, we have been
mandated to procure 17,428 MW (including power generation capacities of |PPs) of renewable energy,
gas and coal-fired plants in order to fulfill increasing electricity demand in Indonesia beyond that
provided by completion of Fast Track Program I.

The focus of Fast Track Program Il will be on utilizing renewable sources in order to address global
warming issues. The private sector has been invited to participate in electricity development under the
Fast Track Program Il as IPPs are responsible for providing 11,629 MW of energy mandated to be
procured.

The following charts set out the division of obligations between our Company and I PPs under the Fast
Track Program Il and the proportions of the types of electricity generating plants to be built:

IPP
67%

Gas
2%

Geothermal
28%
Coatfired
steam
60%

Funding for completion of plants that are able to generate our share of the Fast Track Program Il's
obligations, equivalent to 5,799 MW, will be provided through a combination of allocations from the
state budget, two-step loans, bank loans, capital markets and internal sources.

Pursuant to Presidential Regulation No. 4 of 2010 as amended by Presidential Regulation No. 48 of
2011 and Presidential Regulation No. 194 of 2014, the Government is required to provide business
viability guarantees to our Company for undertaking power plant projects, including IPP projects
listed in MEMR Regulation 15/2010, as amended by MEMR Regulation No. 1/2012, MEMR
Regulation No. 21/2013, MEMR Regulation No. 32/2014 and MEMR Regulation No. 40/2014.
Moreover, pursuant to MOF Regulation 130/2016, the Government is required to provide a Business
Viability Guarantee Letter to ensure the viability of our Company to fulfill our financial obligations
to the IPPs based on PPAs entered into by us and the relevant IPPs. Please see “ Relationship with the
Government — Business viability guarantees.” We estimate the total investment required by the EPC
contracts for both our Company and the IPPs under the Fast Track Program Il to amount to
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approximately U.S.$27,056 million for generation development projects and approximately U.S.$408
million for transmission development projects. As of December 31, 2017, we had drawn down
U.S.$507 million under loans relating to the Fast Track Program Il (excluding IPPs).

The following table sets forth the planned generation projects in Java-Bali under the Fast Track
Program 11 (excluding IPPs) as of December 31, 2017:

Government
mandated
L ocation Province Fuel Type total capacity
(MW)
PLTU INAramayU........c.cooveereoieeieeieeie e, West Java  Coal ST 1 x 1,000
PLTU JAWA 6 .o Central Java Coal ST 2 x 1,000
PLTA Jatigede.......c.coovvviiiiiiiieiiiiee e West Java Hydroelectric HT® 2x55
PLTA Upper CisoKaN...........cocvvevvieeiieeiieesieeeiieanes West Java Hydroelectric HT® 4 x 260

TOtAl e 4,150

Notes:
(1) ST refers to steam turbine.
(2)  HT refers to hydroelectric turbine.

The following table sets forth the planned generation projects outside Java-Bali under the Fast Track
Program 11 (excluding IPPs) as of December 31, 2017:

Government
mandated
L ocation Province Fuel Type total capacity
(MW)

PLTP Sungai Penun ............cccoeveveeneenne.n, Jambi Geothermal GT® 2 x 55
PLTP HUIULEIS ..o, Bengkulu Geothermal GT® 2 x 55
PLTP Kotamobagu 1 & 2.......ccccceevveennennn. North Sulawesi Geothermal GT® 2x20
PLTP Kotamobagu 3 & 4.......cccccevvveennnnn, North Sulawesi Geothermal GT® 2x20
PLTP Sembalun ..........ccccovvevieeeiieeeeene, West Nusa Tenggara  Geothermal GT® 2x 10
PLTP TUIENU.....oooviiiiieiiececceece e, Maluku Geothermal GT® 2x 10
PLTA Asahan Hl....ocoooovveiiiiiiiccciceeie, North Sumatra Hydroelectric HT® 2 x 87
PLTA MaSANG .....c.eeovieeiieeiieiieeeecieeeeena, West Sumatra Hydroelectric HT® 55
PLTU Pangkalan Susu 3 & 4™ ................ North Sumatra Coal ST® 2 x 200
PLTU Parit Baru™ ......cccooiiiiiiiiice, West Kalimantan Coal ST® 2x 50
PLTU Takalar™® ..., South Sulawesi Coal ST® 2 x 100
PLTU Lombok™ .....ccooviiiiiiiiiccie, West Nusa Tenggara  Coal ST® 2 x 50
PLTMG Bangkanai®®@ ... Central Kalimantan Gas G® 280
TOtaAl oo 1,649

Notes:

(1) The EPC contract has been signed in respect of this location and under construction stage. We have signed a loan
agreement with the lenders to provide the required funding for this location.

(2)  As of December 31, 2017, 155 MW of PLTMG Bangkanai and PLTU Takalar #1 100 MW was in operation.
(3)  GT refers to geothermal turbine.

(4)  HT refers to hydroelectric turbine.

(5) ST refers to steam turbine.

(6) G refers to gas turbine.
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Some of the major projects to take place under the Fast Track Program Il mandate include the PLTU
Jawa 6 project (“Jawa 6”) (2 x 1,000 MW), the PLTA Upper Cisokan project (“Upper Cisokan”) (1,040
MW) and PLTU Indramayu (“Indramayu”) (1,000 MW). Jawa 6 is expected to be operational in 2025
with an estimated capital expenditure of approximately U.S.$3.0 billion. Indramayu is expected to be
operational in 2019 with an estimated capital expenditure of U.S.$1.8 billion, which will be funded
by JICA. Indramayu will utilize the latest coal-fire technology and is currently in the bid document
preparation stage. Upper Cisokan is a hydroelectric pump storage power plant. Engineering
consultants have been appointed for Upper Cisokan and Upper Cisokan is expected to be operational
in 2020 with an estimated capital expenditure of U.S.$800 million, which is funded by the World
Bank. The Government signed the loan agreement with the World Bank in November 2011 and the
two-step loan agreement with us in February 2012. As of the date of this Offering Memorandum, we
have signed the loan agreements for the Upper Cisokan project, the PLTA Asahan |1l hydroelectric
power plant project, the PLTU Pangkalan Susu 3 & 4 coal-fired power plant, PLTU Parit Baru
coal-fired power plant project, the PLTU Punagaya coal-fired power plant project and the PLTMG
Bangkanai gas-fired power plant project and PLTU Lombok.

As of December 31, 2017, of the 17,428 MW total planned capacity under the Fast Track Program II,
eight Fast Track Program Il projects (including IPPs) comprising a total capacity of 755 MW, or
approximately 4% of the total planned capacity of 17,428 MW, were in operation; 5,836 MW (or
33.5% of the total planned capacity of 17,428 MW) were at the construction stage; 3,325 MW (or
19.1% of the total planned capacity of 17,428 MW) were at the financial close stage; and 7,507 MW
(or 43.1% of the total planned capacity of 17,428 MW) were at the planning and procurement stage.
All projects under Fast Track Program Il are expected to be operational by 2027.

As of the date hereof, operating projects consist of five geothermal power plants located at Patuha,
Kamojang, Ulubelu, Lahendong and Sarulla #1 and #2, one gas power plant at Bangkanai 2, and one
hydroelectric generating plant at Wampu, and one steam turbine power plant located at
Takalar-Punagaya #1. Parit Baru, Pangkalan Susu 3 & 4, Punagaya #2, Jawa 4, Jawa 1, Kalsel-1,
Kaltim-2, and Lombok FTP2, all Steam turbine power plants, Karaha Bodas 1, Lumut Balai 1, Sarulla
#3 and Muaralaboh #1, all geothermal power plants, and Jatigede, Upper Cisokan, Semangka, Malea
and Hasang, all hydroelectric power plants, are at the construction stage. Several projects, including
the geothermal power plants at Rajabasa, Patuha 2 & 3, Rantau Dadap, Ungaran, Ijen, Baturaden,
Cisolok, Guci, Rawa Dano, Tampomas, Tangkuban Perahu I, Wilis, Sorik Merapi, Jaboi, Sokoria,
Dieng 2 & 3 and one steam turbine power plant and Jawa-3, are at the financing stage.

35,000 MW Program

In early 2015, the Government launched the 35,000 MW Program with a goal of increasing Indonesia’s
electrification ratio to above 97.9% by the end of 2019. Pursuant to MEMR Ministerial Decree No.
5899.K/20/MEM/2016, we published a plan for the 35,000 MW Program, outlining our mandate from
the Government to develop the 35,000 MW Program, as well as the necessary transmission and
distribution network, to be completed between 2015 and 2019, in addition to other projects such as
7,000 MW power plants under the Fast Track Program Il. In March 2018, pursuant to the National
Electricity Business Plan (RUPTL) 2018-2027, the Government adjusted the target completion dates
and capacities under this program to 15,600 MW by the end of 2019 and 35,000 MW by the end of
2024. We have recalibrated our plan for the 35,000 MW Program according to the adjusted target
completion dates and capacities.

We expect that developing new power plants with complete transmission and distribution
infrastructure (substation) under the 35,000 MW Program will require a total of approximately
Rp.1,127 trillion (U.S.$87 billion) in funding. Due to the significant amount of the funding required,
more than 75.2% (approximately 26,920 MW) of total development of power plants is to be assigned
to the private sector through the IPP mechanism. The remaining 24.8% (approximately 8,911 MW) of
the program’s target will be developed directly by us, along with the required transmission and
distribution infrastructure. The required funding for electricity development has been and will be
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sourced from our internal funding as well as external sources. Internal funding consists of business
profits, while external funding may be in the form of two-step loans, the Government’s loan through
an investment account, national and international bonds, as well as other loans from commercial
banks.

As of December 31, 2017, the 35,000 MW Program had achieved the following milestones:

° power-generating assets totalling 1,358 MW, consisting of 466 MW from PLN’s power plants and
892 MW from IPP’'s power plants, have commenced operation;

° power-generating assets totalling 5,657 MW are in the construction stage under the ownership of
PLN, including a 1,040 MW hydroelectric power plant in Upper Cisokan Pump Storage and
power-generating assets totalling 11,439 MW are in the construction stage under the ownership
of IPP;

° power-generating assets totalling 12,724 MW are under signed PPAs under the IPP scheme;

° power-generating assets totalling 2,894 MW are at the procurement stage;

° power-generating assets totalling 1,788 MW are still at the planning stage; and

° electrification ratio has increased from 89.1% in 2016 to 95.1% in 2017.

As aresult, 12,724 MW mandated under the 35,000 MW Program were under signed contracts/PPAs

as of December 31, 2017. In addition, for the year ended December 31, 2017, as part of PLN’s steps

taken to support and ensure the success of the 35,000 MW Program, we have hired 4,454 new

employees. We also assessed the performance of PLN employees and promoted 69, 191 and 159
employees to upper, middle and basic management positions, respectively, based on their performance.
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EXCHANGE RATES AND EXCHANGE CONTROLS
Exchange Rates

Bank Indonesia is the sole issuer of the Indonesian Rupiah and is responsible for maintaining the
stability of the Indonesian Rupiah. Since 1970, Indonesia has implemented three exchange rate
systems: (i) afixed rate between 1970 and 1978; (ii) a managed floating exchange rate system between
1978 and 1997; and (iii) afree-floating exchange rate system since August 14, 1997. Under the second
system, Bank Indonesia maintained the stability of the Indonesian Rupiah through a trading band
policy, pursuant to which Bank Indonesia would enter the foreign currency market and buy or sell
Indonesian Rupiah, as required, when trading in the Indonesian Rupiah exceeded bid and offer prices
announced by Bank Indonesia on a daily basis. On August 14, 1997, Bank Indonesia terminated the
trading band policy and permitted the exchange rate for the Indonesian Rupiah to float without an
announced level at which it would intervene, which resulted in a substantial decrease in the value of
the Indonesian Rupiah relative to the U.S. dollar. Under the current system, the exchange rate of the
Rupiah is determined solely by the market, reflecting the interaction of supply and demand in the
market. Bank Indonesia may take measures, however, to maintain a stable exchange rate.

The following table shows the exchange rate of Indonesian Rupiah to U.S. dollars based on the middle
exchange rates on the last day of each month during the year or period indicated. The Indonesian
Rupiah middle exchange rate is cal culated based on Bank Indonesia’s buying and selling rates. Neither
we nor the Dealers make any representations that the U.S. dollar amounts referred to in this Offering
Memorandum could have been or could be converted into Indonesian Rupiah at the rate indicated or
any other rate, or at all.

Exchange rates®®

Low High Average Period end

(Rp. per U.S.$)

200 12,270 9,634 10,451 12,189
2004 oo 12,900 11,271 11,878 12,440
2005 14,728 12,444 13,458 13,795
2006 oo 13,846 12,998 13,330 13,436
2007 e 13,154 13,630 13,392 13,548
2018
JANUAIY Lo 13,290 13,542 13,380 13,413
FEDIUAry ......oieii e 13,402 13,707 13,590 13,707
MarCh ..o 13,708 13,794 13,758 13,756
April (through April 24, 2018) ......c.ccoovvvviiiieeennnnn. 13,747 13,900 13,782 13,900
Notes:

(1) For full years, the high and low amounts are determined, and the average shown is calculated, based upon the middle
exchange rate announced by Bank Indonesia on the last day of each month during the year indicated.

(2)  For each month, the high and low amounts are determined, and the average shown is cal culated, based on the daily middle
exchange rate announced by Bank Indonesia during the month indicated.
Source: Bank Indonesia

The middle exchange rate on March 31, 2018 was Rp.13,756 = U.S.$1.00.

The Federal Reserve Bank of New York does not certify for customs purposes a noon buying rate for
cable transfers in Indonesian Rupiah.
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Exchange Controls

Indonesia has limited foreign exchange controls. Foreign currency is generally freely transferable
within or from Indonesia. However, to maintain the stability of the Rupiah, and to prevent the
utilization of the Rupiah for speculative purposes by non-residents, Bank Indonesia has introduced
regulations to restrict the movement of Rupiah to banks domiciled outside Indonesia or to an offshore
branch or office of an Indonesian bank, or any investment in Rupiah denomination with foreign parties
and/or Indonesian citizens domiciled or permanently residing outside Indonesia, thereby limiting
offshore trading to existing sources of liquidity. In addition, Bank Indonesia has the authority to
request information and data concerning the foreign exchange activities of all persons and legal
entities that are domiciled, or plan to be domiciled in Indonesia for at |east one year. Bank Indonesia
regulations also require resident banks and companies that have total assets or total annual gross
revenues of at least Rp.100 billion to report to Bank Indonesia all data concerning their foreign
currency activities. The transactions that must be reported include receipt and payment through bank
accounts outside of Indonesia.

Pursuant to the Bank Indonesia Regulation No. 18/18/PBI1/2016 concerning Foreign Exchange
Transactions against Rupiah between Banks and Domestic Parties (“PBI 18/18/2016"), any foreign
exchange transaction against Rupiah between commercial banks in Indonesia and Indonesian citizens
or non-commercial bank legal entities domiciled in Indonesia (“Domestic Customer”) must be based
on a contract. Under this regulation, a foreign exchange transaction is defined as a sale/purchase
transaction of foreign currencies against Rupiah in the form of (i) spot transactions, or (ii) foreign
exchange derivative against Rupiah which consist of standard (plain vanilla) foreign exchange
derivative transactions against Rupiah in the form of forwards, swaps, options, and cross currency
swap and foreign exchange structured product transaction against Rupiah in the form of call spread
option. In case (i) the purchase of foreign currency in the form of a spot transaction is in an amount
exceeding U.S.$25,000 per month (or its equivalent), (ii) the purchase of foreign currency in the form
of derivative transaction is in an amount exceeding U.S.$100,000 per month (or its equivalent), (iii)
the sale of foreign currencies against Rupiah through forward or option transactions exceeds
U.S.$5,000,000 and U.S.$1,000,000 (or its equivalent) per transaction per Domestic Customer, or (iv)
the purchase of foreign currency in the form of call spread action, there must be an underlying
transaction. An underlying transaction is defined as an activity underlying the purchase or sale of
foreign currencies against Rupiah, including the trade of goods and services (including income and
expense estimation), investment in the form of direct investment, portfolio investment, loans, capital,
and other investments, both domestic and overseas and/or provision of credit or bank financing in
foreign currency and/or in Rupiah for trading and investment activity, excluding placement of funds
in commercial banks in Indonesia (among others in the form of savings, demand deposits, time
deposits, and negotiable certificates of deposit) transferring funds by a funds transfer company,
undisbursed loan facility (among othersin the form of standby loan and undisbursed |oan), and the use
of the negotiable instrument of Bank Indonesia in foreign exchange. However, the requirement for
having an underlying transaction is not applicable for settlements of initial derivative transactions
performed through: (i) aroll over (provided that the roll over shall not exceed with the term of the
underlying transaction), (ii) early termination, or (iii) an unwinding transaction. Further, the amount
of foreign currencies that will be purchased or sold must be at the most equal to the nominal value
of the underlying transaction and the term of derivative transaction may not exceed the term of the
underlying transaction.

Any Domestic Customer conducting a foreign exchange transaction against Rupiah exceeding the
above threshold will be required to submit certain supporting documents to the transacting bank,
including among others, the relevant underlying transaction document and a duly stamped statement
or authenticated written statement confirming (i) that the underlying transaction document is valid, (ii)
that the purchase or sale of foreign currencies against Rupiah shall not exceed the nominal value of
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underlying transactions in banking system in Indonesia, and (iii) in case the underlying transaction
document is only an estimation, the total needs, purpose of utilisation, and date of foreign currencies
utilisation (except for the sale of foreign currencies against Rupiah through forward or option
transactions).

For the purchase of foreign currency in the form of a spot transaction not exceeding U.S.$25,000 and
a standard derivative transaction not exceeding U.S.$100,000, such Domestic Customer must declare
in a duly stamped letter or authenticated written statement that its aggregate foreign currency
purchases do not exceed each threshold (as applicable) per month in the Indonesian banking system.

Similar provisions apply to foreign parties pursuant to Bank Indonesia Regulation No. 18/19/PB1/2016
concerning Foreign Exchange Transactions against Rupiah between Banks and Foreign Parties (“PBI
18/19/2016"). Key differences include that (i) the definition of underlying transaction does not include
utilisation of Bank Indonesia to provide credit or bank financing in foreign currency and/or in Rupiah
for trading and investment activity, and (ii) the threshold of U.S.$1,000,000 (or its equivalent) applies
for purchasing derivative transactions and selling derivative transactions, per transaction or per
outstanding position of transaction.

As at the implementation of PBI 18/18/2016, on December 13, 2016, Bank Indonesia issued Bank
Indonesia Circular Letter No. 18/34/DPPK which further provides detailed underlying transaction
requirements and examples for the implementation of PBI 18/18/2016 (“SEBI 18/34"). To implement
PBI 18/19/2016, Bank Indonesia issued Circular Letter No. 18/35/DPPK on December 13, 2016
(“SEBI 18/35"). SEBI 18/34 and SEBI 18/35 provide that the relevant underlying transaction
documents must be accompanied by a written authenticated statement letter certifying that the relevant
purchase of foreign currency does not exceed the relevant monthly threshold. This statement may be
in the form of an official e-mail, SWIFT message, negative confirmation or business internet banking.
All underlying transaction documents must be submitted to the relevant bank within the following
prescribed timeline in accordance with the type of transaction: (i) for spot transactions, at least on
value date; (ii) for plain vanilla derivative transactions, at least five business days after transaction
date; and (iii) if the derivative transaction will due less than five business days after transaction date,
at the latest on maturity date.
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USE OF PROCEEDS

We intend to use the proceeds from the issue of each Tranche of Notes to complete the Tender Offers,
partially fund our capital expenditure requirements and for general corporate purposes relating to the
35,000 MW Program or as set forth in the Pricing Supplement applicable to the Notes.
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CAPITALIZATION AND INDEBTEDNESS

The following table sets forth the consolidated capitalization and indebtedness of our Company as of
December 31, 2017.

This table should be read in conjunction with “Use of Proceeds,” “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and our consolidated financial statements
as of December 31, 2017 and the related notes thereto, included in this Offering Memorandum.

Actual

As of December 31, 2017

Rp. U.S.$®
(Rp. billions and U.S.$
millions)
Long Term Debt®
Current Maturities of Long-term Debt®
SeCUred et ... .o i 4,872 360
Unsecured debt™® 32,223 2,378
Total current maturities of long-term debt™ ...........cociiiiiiiiiiiieeee e, 37,095 2,738
Long-term Debt™ — net of current maturities
Secured debt® 15,713 1,160
Unsecured debt 264,186 19,500
Total long-term debt® — net of current Maturities .......cc..ccovveeveeeevirecceeeenn, 279,900 20,660
TOtAl DBt e e 316,995 23,398
Equity
CaPital SLOCK ... e 109,827 8,107
Additional paid-in Capital .........cooiiuiiiiii e 20,871 1,541
Retained @arNiNGS™ .........coviiiii i 119,758 8,222
Other comprenensive INCOME ..o 618,462 45,650
NON-CONLIOHIING INTEIESE ...t e 498 37
L0 = LI o [ UL PP PPPTS 869,417 63,556
Total CapitaliZatioNn ........ i e 1,185,746 86,954
Notes:

(1) Debt represents all interest-bearing liabilities such as two-step loans, Government loans, lease liabilities, electricity
purchase payable, bank loans and bonds payable.

(2)  Secured debt accounts for our lease liabilities and KIK — EBA (asset-backed securities).

(3) In January 2017, we fully settled the PLN X1 2010 Series A Bonds (in the amount of Rp.920 billion) and the PLN 1V
2010 Series A Sukuk ljara (in the amount of Rp.130 billion). In June 2017, we fully settled the Global Bonds Il Series
A (in the amount of U.S.$500 million) and in July 2017, we fully settled the PLN IX 2007 Series A Bonds (in the amount
of Rp.1,500 billion) and PLN Il 2007 Sukuk ljara (in the amount of Rp.300 billion).

(4) Retained earnings is the sum of appropriated and unappropriated retained earnings.

(5)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.
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Since December 31, 2017, we have entered into new loan agreements in connection with the projects
for the 35,000 MW Program, namely, Sumbagut-2 Peaker project (in principal amount of up to
EUR107,548,060.90), Tambak Lorok Block 3 project (in principal amount of up to
U.S.$201,745,495.46), and Lombok Coal Fired Steam Power Plant Project (in principal amount of up
to EUR80,816,250). As at the date hereof, we have not yet drawn any amount under these long-term
unsecured bank loans.

Except as stated above, there has been no material change in our capitalization and indebtedness since
December 31, 2017.
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SELECTED FINANCIAL INFORMATION

You should read the following discussion in conjunction with (i) the sections captioned “ Presentation
of Financial Information,” “ Summary Financial Information” and “ Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” (ii) our audited restated consolidated
financial statements as of and for the year ended December 31, 2015, (iii) our audited restated
consolidated financial statements as of and for the year ended December 31, 2016, and (iv) our
audited consolidated financial statements as of and for the year ended December 31, 2017, and, in
each case, the notes thereto, which are included elsewhere in this Offering Memorandum. Our
consolidated financial statements as of and for the year ended December 31, 2015, were audited by
KAP Tanudiredja, Wibisana, Rintis & Rekan (a member of the PricewaterhouseCoopers network of
firms) and our consolidated financial statements as of and for each of the years ended December 31,
2016 and 2017 were audited by KAP Amir Abadi Jusuf, Aryanto, Mawar & Rekan (a member of the
RSM network), in each case in accordance with the Standards on Auditing established by the
Indonesian Institute of Certified Public Accountants as stated in their reports included elsewhere in
this Offering Memorandum.

Our consolidated financial statements as of and for the year ended December 31, 2015 have been
prepared in accordance with IFAS, and our consolidated financial statements as of and for the years
ended December 31, 2016 and 2017 have been prepared in accordance with Indonesian GAAP
included elsewhere in this Offering Memorandum and are presented in Rupiah, our reporting currency.
Indonesian GAAP/IFAS differs in certain respects from accounting principles generally accepted in
countries and jurisdictions other than Indonesia, including U.S. GAAP. In making an investment
decision, you should rely upon your own examination of the terms of the Offering and the financial
information included in this Offering Memorandum. You should consult your own financial advisors
for an understanding of the differences between Indonesian GAAP/IFAS and other GAAP you may be
more familiar with, including U.S. GAAP, and how these differences may affect the financial
information included in this Offering Memorandum. For a discussion of certain differences between
Indonesian GAAP/IFAS and U.S. GAAP, see “ Summary of Certain Differences Between Indonesian
GAAP/IFAS and U.S. GAAPR.”

Solely for convenience, in this section certain amounts in Rupiah have been translated into U.S. dollar
amounts. See “ Exchange Rates” and “ Presentation of Financial Information” for further detail.

Restatement of Prior Years' Comparative Consolidated Financial Statements

Restatement of the consolidated financial statements as of and for the year ended December 31,
2016

On May 8, 2017, MEMR issued a letter relating to the realization of our electricity transmission
losses, and on August 31, 2017, the Audit Board issued the August 2017 Audit Report. As a result of
a change in the assumptions used for the cal culation of losses as agreed between MEMR and the Audit
Board, the August 2017 Audit Report determined that the correct amount of the electricity subsidy that
we receive from the Government that we should recognize in our consolidated statement of profit and
loss for 2016 was Rp.58,043 bhillion, and not Rp.60,442 billion as reported in our previously issued
financial statements for 2016. As aresult, we restated the line item “Government’s electricity subsidy”
in the profit and loss statement in our consolidated financial statements for 2016 to Rp.58,043 billion,
and made related adjustments to other items such as “Operating Income After Subsidy” and “Income
for the Year”. As a result of this restatement, KAP Amir Abadi Jusuf, Aryanto, Mawar & Rekan (a
member of the RSM network) reissued an unmodified audit opinion dated January 8, 2018 on our
restated consolidated financial statements for 2016. See Note 58 to our consolidated financial
statements as of and for the year ended December 31, 2016. This change does not have any impact to
our consolidated financial statements as of and for the year ended December 31, 2015.
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Restatement of the consolidated financial statements as of and for the year ended December 31,
2015

Since January 1, 2012, we have applied the provisions of Interpretations of ISFAS 8. ISFAS 8 provides
guidance in determining whether an arrangement is in substance a lease that should be accounted for
in accordance with SFAS 30. SFAS 30 provides guidance in determining whether an arrangement
qualify as finance lease or operating lease.

During the preparation of our consolidated financial statements as of and for the year ended December
31, 2015, we reconsidered the applicable accounting treatment on our | PP Power Supply Contracts and
we determined that our |PP Power Supply Contracts are not arrangements that are, or contain, leases
based on ISFAS 8. Consequently, SFAS 30 was not applied to our PP Power Supply Contracts for the
year ended December 31, 2015. As a result, our PP Power Supply Contracts were accounted for as
anormal purchase of electricity for the year ended December 31, 2015. As a result, on June 28, 2016,
our independent public accountants issued a qualified audit opinion on our consolidated financial
statements as of and for the year ended December 31, 2015 stating that in their opinion, those
consolidated financial statements presented fairly, in all material respects, the financial position of our
Company and our subsidiaries as of December 31, 2015, and our financial performance and cash flows
for the year then ended in accordance with IFAS, except for the effects of not applying SFAS 30 to
our IPP Power Supply Contracts. On March 1, 2017, OJK issued Regulation No. 6. Based on this
regulation, certain agreements entered into in relation to or in connection with the supply of electricity
(such as PP Power Supply Contracts) are accounted for as sale and purchase transactions even if they
contain arrangements other than in connection with the sale and purchase of electricity. The regulation
is mandatory for financial statements for periods beginning on or after January 1, 2017 and is applied
prospectively. Early adoption is permitted for financial statements for the period beginning on or after
January 1, 2016 and we elected for early adoption. As a result, we ceased to apply ISFAS 8 from
January 1, 2016. Pursuant to Regulation No. 6, we expect to continue to not apply ISFAS 8 to our IPP
Power Supply Contracts for the foreseeable future, at least until our assignment to accelerate the
development of electricity infrastructure in Indonesia has been completed or terminated. There can be
no assurance, however, that the Government or the OJK will not issue different or new regulations or
guidance in the future which leads our management to go back to treating |PP Power Supply Contracts
as finance leases. “ See Risk Factors — We have implemented changes in how we account for our IPP
Power Supply Contracts which make it difficult to compare our financial information from year to
year”.

In order to apply SFAS 30 and ISFAS 8 to our IPP Power Supply Contracts and fully conform with
IFAS as of and for the year ended December 31, 2015, we restated our consolidated financial
statements as of and for the year December 31, 2015. As aresult of this restatement, KAP Tanudiredja,
Wibisana, Rintis & Rekan (a member of the PricewaterhouseCoopers network of firms) reissued an
audit opinion dated March 14, 2017 (not included in this Offering Memorandum) that removed the
qualification on the previously issued audit opinion dated June 28, 2016. Subsequently, KAP
Tanudiredja, Wibisana, Rintis & Rekan (a member of the PricewaterhouseCoopers network of firms)
reissued an audit opinion dated April 26, 2017 on the restated consolidated financial statements
prepared in accordance with IFAS as of and for the year ended December 31, 2015. Those consolidated
financial statements and the related unqualified audit opinion dated April 26, 2017 are included
elsewhere in this Offering Memorandum.

Comparability of Consolidated Financial Statements and Financial Information

As described above, following the issuance of Regulation No. 6, we have changed our accounting
policy and ceased to apply the provisions of ISFAS 8 effective from January 1, 2016. However, the
consolidated financial statements as of and for the year ended December 31, 2015 applied ISFAS 8 in
accordance with IFAS. As aresult, our consolidated financial statements as of and for the years ended
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December 31, 2016 and 2017 are not directly comparable to our restated consolidated financial
statements as of and for the year ended December 31, 2015. See also “Presentation of Financial
Information” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations— Changes in Accounting Policies.”

Solely for the convenience of the reader and to enhance the comparability of the financial information
discussed in this Offering Memorandum, we also discuss certain financial information that excludes
the effects of applying ISFAS 8 to our IPP Power Supply Contracts in 2015 in order to provide
additional information, on an illustrative basis, when comparing to financial information for 2016,
which under Regulation No. 6 also excludes the effects of applying ISFAS 8 to our |PP Power Supply
Contracts. Such adjusted 2015 financial information is not directly comparable to our restated
consolidated financial statements as of and for the year ended December 31, 2015 which were
prepared in accordance with IFAS and applied the provisions of ISFAS 8. The 2015 financial
information that excludes the effects of ISFAS 8 is neither audited nor reviewed and is not based on
IFAS or any generally accepted accounting principles. KAP Tanudiredja, Wibisana, Rintis & Rekan (a
member of the PricewaterhouseCoopers network of firms) were not engaged to audit, review or apply
any procedures on this financial information. Accordingly, prospective investors should not rely on
this 2015 financial information that excludes the effects of ISFAS 8 as if it had been audited or
reviewed by our independent public accountants, or prepared in full compliance with IFAS.
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Statements of Profit or

Loss and Other Comprehensive Income Data

Year ended December 31,

2015 2016 2017
Rp. %D Rp. %D Rp. % D U.S.$@
(Rp. billions and U.S.$ millions, except percentages)
Revenues
Sale of electriCity .....ccccooovevviiiiiiinneies 209,845 76.6 214,140 76.2 246,587 81.9 18,201
Customer connection fees..................... 6,141 2.2 7,052 2.5 7,113 2.4 525
OtherS.....iieii e 1,361 0.5 1,630 0.6 1,595 0.5 118
Total revenues .........cooevevvviiiiiieeeeiieins 217,347 79.4 222,822 78.7 255,295 84.8 18,844
Operating expenses
Fuel and lubricants ............cccceiiiiinnnnnn. (138,408) (50.5) (109,492) (39.0) (116,948) (38.8) (8,632)
Purchased electricity ...........cccovvvvvvinnnnn. (4,421) (1.6) (59,729) (21.3) (72,427) (24.1)  (5,346)
LASE ..o (8,066) (2.9) (6,545) (2.3) (6,592) (2.2) (487)
MaintenanCe.........cceveeeeiiiieeiiiieaeeeiinnnn. (21,861) (8.0) (21,227) (7.6) (19,516) (6.5) (1,441
Personnel .........ccoooviiiiiiiiiii (20,321) (7.4) (22,660) (8.1) (23,125) (7.7) (1,707)
Depreciation ........cccoovevviiiieiiiiiieen, (25,407) (9.3) (27,512) (9.8) (29,161) (9.7 (2,152)
Others.....oi i (7,090) (2.6) (7,284) (2.6) (7,707 (2.6) (569)
Total operating exXpenses.................... (225,574) (82.4) (254,450) (90.6) (275,474) (91.5) (20,333)
Operating loss before subsidy ............ (8,227) (3.0) (31,628) (11.3) (20,179) (6.7) (1.490)
Government'’s electricity subsidy.......... 56,553 20.6 58,043 20.7 45,738 15.2 3,376
Operating iNnComMe........ccoevvviiieiiiiaeees 48,325 17.6 26,415 9.4 25,559 8.5 1,886
Other income — nNet........o.oevviiiniinnnnnnn. 2,437 0.9 1,092 0.4 3,410 1.1 252
Financial income...........cccoocooiiiiieinnnnnn. 627 0.2 579 0.2 1,067 0.4 79
Financial COoSt .......ccoovvvviiiiieiiiiiiieiiiinn, (39,977) (14.6) (18,703) (6.7) (18,557) (6.2) (1,370)
Gain (Loss) on foreign exchange —

NEL Lo (27,326) (10.0) 4,195 1.5 (2,935) (1.0) (217)
Income (Loss) before tax...........c..ooee. (15,913) (5.8) 13,578 4.8 8,544 2.8 630
Tax benefit (eXPenses) .........cccevveeeennn. 21,940 8.0 (5,428) (1.9) (4,116) 1.4 (304)
Income for theyear............ocoeveiiennnnnn. 6,027 2.2 8,150 2.9 4,428 1.5 327
Income for the year attributable to:
Owners of the Company............ccccc.c.. 6,011 2.2 8,113 2.9 4,410 1.5 326
Non-controlling interest .............cc....... 16 0.0 37 0.0 18 0 0
TOtal.eeeeieii e 6,027 2.2 8,150 2.9 4,428 15 327
Basic earnings per share (in full

Rupiah amount) .......cccccceeiiiiiiiiiinn, 130,106 0.0 150,009 0.0 50,541 0.0 0

Notes:

(1) Expressed as a percentage of total revenues plus the Government’s electricity subsidy.

(2)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further

information about exchange rates and recent fluctuations in exchange rates.
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Statements of Financial Position Data

As of December 31,

2015 2016 2017W

Rp. Rp. Rp. U.S.$

(Rp. billions and U.S.$ millions)

Assets:

Non-current Assets

Property, plant and equipment.............cccoooveiiiinnenen. 1,187,880 1,145,530 1,204,568 88,911
Investments in joint VENTUreS .........cccoevvevvviieeiinnneees 1,529 1,850 4,446 328
INvestment PropertieS.........ooevieeurieeeiiiiieeiiieeeeiiees 1,001 1,325 4,723 349
INVESEMENES IN ASSOCIALES .......vviveieiiieiiieieeeeeeieeaaas 1,645 1,980 2,433 180
Deferred tax aSSEtS.......oiiiieiiiiieiiieiieeie e 29,088 9,882 9,566 706
Receivables from related parties..........cccoooeevviinnennen. 269 263 237 17
Restricted cash in banks and time deposits............... 8,797 7,464 7,488 553
Other receivables........cccooviiiiiiii i 312 350 635 47
Other NON-CUrrent asSetS.........ocevveveieiieiiiieeiieeieenan, 4,505 4,964 7,064 521
Total Non-current ASSELS..........oeveveiiiieeeiiiieeeiiieaees 1,235,026 1,173,608 1,241,160 91,612
Current Assets

Cash and cash equivalents...........cccoeeviiiiniiiiiinienennnnn. 23,596 41,909 42,292 3,122
Short-term investments..........ccooeevveiiiieiiie e, 120 375 287 21
Trade receivables .......c.c.oevviiiiiie e 19,834 21,711 22,467 1,658
Receivables on electricity subsidy.........ccccccvvinnnnnn. 17,501 12,446 7,589 560
Other receivables 482 2,411 1,672 123
Inventories................ 11,416 11,570 12,828 947
Prepaid taXes ......oovvviiiiiii e 5,265 7,207 4,997 369
Prepaid expenses and advances...........cccooveeviiinnennan. 1,059 898 1,630 120
Receivables from related parties...........cccccvvvvvvinnnnn. 72 37 5 0
Other CUrrent assetS .......oocvvvveerneiiiiieiiieeiiieeeeeeeeann — 6 30 2
Total CUIrent ASSELS.......ceuieiieiiiiieeeieee e eaaas 79,345 98,569 93,797 6,923
Total ASSELS....iiiiiiii i 1,314,371 1,272,178 1,334,958 98,535
Equity:

Equity attributable to owners of the Company

Capital stock — par value of Rp.1,000,000 per

share
Authorized — 439,000,000 shares, 204,000,000

shares and 63,000,000 shares in 2017, 2016 and

2015, respectively. Subscribed and paid up —

109,826,526 shares, 56,666,007 shares and

46,197,380 shares in 2017, 2016 and 2015,

FESPECLIVElY. oo 46,197 55,666 109,827 8,107
Additional paid-in capital.........cccooeeeiiiiiiiiiiiis 49,707 21,797 20,871 1,541
Stock subscription from Government in issuance

PIOCESS ...ttt eens 9,469 54,160 — —
Retained €arnings .......ccoooveeiiiiiiiiiiiiieee e
APPropriated ........cooeueiiiiii e 26,872 40,304 48,665 3,592
UNappropriated ..........ocoeeenieeeeiieeeii e 41,222 77,195 71,093 5,247
Other Comprehensive INCOME...........cccuieeieiiinieeennnnn. 631,242 629,160 618,462 45,650
Non-controlling interests.........cooeiviiniiiiiiieeiiieeeeee 81 117 498 37
Total EQUITY ..oovieeieieei e 804,791 878,399 869,416 64,173
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Liabilities:
Non-current Liabilities

Deferred tax liabilitiesS.........ccocvviiiiiiiiiiiiie,

Long-term liabilities — net of current portion

TWO-SEEP 10@NS.....uniiiiiiieeiii e

Government |oans and non-bank Government

Bonds payable and sukuk ijara..........ccccooeeeiiinnes
Electricity purchase payable........ccc..occiiiiiiiins
KIK — EBA LO@NS.....ccciiiiiiiiiiiiiicceeeee
Payable to related parties..........cccooeveeiiiiiieiiiiinnees
Employee benefits liabilities.........ccccovvveeiiiiiinnnnnn.
Other payables..........ccooviiiiiiiiiiii e

Total Non-current LiabilitieS.........ccoeevvviviiiiiinnnnns.

Current Liabilities
Trade payables

Related parties..........ouvviiiiiiiiiiiiiii e
Third Parti€S.......cooeiviiiieiiiiie e
Taxes payable ........cccooviiiiiiiiii
ACCrUEd EXPENSES. ....ccvviieeiiiiieeeiiiie e e e e e eaaaan
Customers’ security depositS......cccoovevviiiiieriiinnenes
Project cost payable...........cooveiiiiiiiiiiiiieec
Deferred revenue...........ccevvviieiiiiiiiiiiiie e

Current maturities of long-term liabilities

TWO-SEEP 10@NS......iiiiiiieciiie e

Government loans and non-bank Government

financial institution loans............cccccccvvviiininnnns
Lease liabilities. ...,
Bank 10anS..........ccoovviiiiiiii
Bonds payable and sukuk ijara..........cccccooeeiiiinns
Electricity purchase payable........c....occooiiiiiiiinnis
KIK — EBA 10ANS ..o
Employee benefits liabilities.......ccccoooeiiiiiiiins
Other payables.........ooooviiiiiiii e
Total Current LiabilitieS.........ccccovmiiiiiiiiiiiiininnn,
Total LiabilitieS ...,
Total Equity and Liabilities.........ccccccoeevvvinnnnnnnn,
Note:

As of December 31,

2015 2016 2017W
Rp. Rp. Rp. U.S.$
(Rp. billions and U.S.$ millions)

5 60 2,066 152
29,205 29,134 31,485 2,324
8,195 7,258 6,309 466
149,622 17,933 15,713 1,160
77,829 100,362 116,017 8,563
80,043 68,825 100,440 7,414
7,093 7,315 7,026 519
— — 2,908 215
3 2 — —
37,378 41,110 43,559 3,215
68 156 940 69
389,441 272,155 326,466 24,097
8,910 7,773 11,215 828
17,716 22,419 32,496 2,399
15,132 1,951 2,388 176
10,627 10,645 11,477 847
11,325 12,050 12,642 933
1,114 385 724 53
1,534 1,147 1,218 90
2,505 2,562 2,736 202
294 1,044 1,044 77
6,759 3,789 4,872 360
11,752 26,395 26,549 1,960
9,122 9,568 914 67
311 329 350 26
_ — 631 47
2,849 3,494 8,563 632
20,189 18,073 21,255 1,569
120,139 121,623 139,075 10,265
509,580 393,779 465,541 34,362
1,314,371 1,272,178 1,334,958 98,535

(1)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further

information about exchange rates and recent fluctuations in exchange rates.
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Statements of Cash Flows Data

As of December 31,

2015 2016 2017

Rp. Rp. Rp. U.S.s®

(Rp. billions and U.S.$ millions)

Net cash provided by operating activities................. 37,289 29,588 56,844 4,196
Net cash used in investing activities........................ (38,297) (54,800) (87,108) (6,430)
Net cash (used in)/provided from financing

ACHIVITIES ..o (2,870) 43,595 30,610 2,259
Note:

(1)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.

Selected Financial Data

A reconciliation from operating income (after Government electricity subsidy) to Adjusted EBITDA
and other financial data for the years indicated therein are set out below:

As of December 31,

2015 2016 2017W

Rp. Rp. Rp. u.s.s™

(Rp. billions and U.S.$ millions)

Operating iNCOME.........uuiieiiiiieeeii e 48,325 26,415 25,559 1,886
(DT oTg= o - o] o N 25,407 27,512 29,161 2,152
AMOTTiZatiON ... 213 276 286 21
Actuarial employee benefit expense-net of

PAYMENTS ..o 2,220 1,391 1,586 117
Adjusted EBITDA® .. 76,165 55,595 56,590 4,177
Operating Income/Adjusted Revenue (%)®.............. 17.64 9.41 8.5 —
Adjusted EBITDA margin®® (%) ......ccccovveeeveeeennnnn, 27.81 19.79 18.80 —
Total Borrowings to (Total Borrowings plus Total

EQUItY)® (90) c.veeeeeeeeeeeeceee e, 32.23 23.81 26.7 —
Total Borrowings to Total Equity (%) .....ccoovevvvvnnnnnns 47.56 31.25 36.5 —
Total Borrowings to Adjusted EBITDA (times)......... 5.03 4.94 5.6 —
Total Net Borrowings® to Adjusted EBITDA

(EIMES) e 4.72 4.18 4.9 —
Notes:

(1)  Our audited consolidated statements of profit or loss and other comprehensive income and our consolidated statements
of financial position for 2016 and 2017, respectively, are not directly comparable to our audited restated consolidated
statements of profit or loss and other comprehensive income and our consolidated statements of financial position for
2015, as explained above. As a result, the line-items and selected ratios presented in the above table are not directly
comparable. If we excluded the effect of ISFAS 8 on our “operating income after subsidy” and “depreciation” accounts
for 2015, they would have been Rp.27,637 billion (non-GAAP) and Rp.21,419 bhillion (non-GAAP), respectively, and
consequently our Adjusted EBITDA would have been Rp.51,489 billion (non-GAAP) in 2015. Following the same
approach, our Adjusted EBITDA Margin would have been 18.8% (non-GAAP), Total Borrowings to (Total Borrowings
plus total equity) 22.9% (non-GAAP), Total Borrowings to Total Equity 29.7% (non-GAAP), Total Borrowings to
Adjusted EBITDA 4.9 times and Total Net Borrowings to Adjusted EBITDA 4.4 times.
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We define Adjusted EBITDA as operating income plus depreciation expense, amortization expense and actuarial
employee benefit expense — net of payments. We believe that the presentation of our Adjusted EBITDA facilitates
comparisons of operating performance from period to period and from company to company by eliminating potential
differences caused by variations in capital structures (affecting interest expense), tax positions (such as the impact on
periods or companies of changes in effective tax rates or net operating losses) and the age and book depreciation of
tangible assets and deferred charges (affecting relative depreciation and amortization expense). In particular,
presentation of our Adjusted EBITDA eliminates non-cash items such as amortization of deferred charges, actuarial
employee benefit expense — net of payments made during the period that arise from actuarial assumptions and
depreciation expense that arises from the capital intensive nature of the utilities industry. We also believe that the
presentation of our Adjusted EBITDA is a useful supplemental measure of our ability to service debt. Finally, we present
our Adjusted EBITDA because we believe it is frequently used by securities analysts and investors in evaluating similar
companies. See “non-GAAP Financial Measures”.

“Adjusted Revenue” as used for computing this ratio is the sum of total revenue and the Government electricity subsidy.
Adjusted EBITDA margin is calculated by dividing Adjusted EBITDA over Adjusted Revenue.

Total Borrowings include two-step loans, Government loans, bonds payable, bank loans and medium term notes, certain
lease liabilities and electricity purchase payable.

Total Net Borrowings refers to Total Borrowings minus cash and cash equivalents.

Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further

information about exchange rates and recent fluctuations in exchange rates.

Selected Operating Data

Year ended December 31,

2015 2016 2017

Rp. Rp. Rp.

(MW except percentages, GWh and average
selling price)

Installed Capacity™®

PN L e 41,895 43,294 42,656

IPPS e 8,965 11,371® 13,270

Total system installed capacity™..........ccccccoeriveieiieiieece e 50,859 54,665 55,926

Peak demand® ............cooiiiiie e 33,381 36,882 37,044

Net dependable capacity(® ...........cccoovieiiiiieie e 42,759 48,309 49,049

RESEIVE CAPACITY ...oivviieiiiii e 17,478 17,783 18,882

RESEIVE MArgint ... ...ooiiiiiiiii e 52.4% 48.2% 51.0%

Operating reserve margin® ...........c..oocooviiiiiiiieeeece e 28.1% 31.0% 32.4%

Average demand® ... ... 25,964 28,687 29,070

Units of electricity sold (GWh) ........oiiiiiiiiiiii e 202,846 216,004 223,134

Average selling price (Rp.JKWh) ... 1,035 994 1,105

Notes:

(1) Installed capacity represents the combined level of output that may be sustained continuously without significant risk
of damage to plant and equipment.

2) Represents the contractual capacity as specified in the relevant |PP contracts.

(3) Excluding IPPs treated as operating leases and captive power plants.

(4)  Total system installed capacity represents our capacity and those of IPPs.

(5) Peak demand represents the aggregate actual maximum peak demand on every system at any single time during the
period.

(6) Net dependable capacity represents the rated capacity and the contractual capacity of the |PPs as specified in the relevant
IPP contracts.

(7 Reserve margin is equal to the difference between total system installed capacity and peak demand as a percentage of
peak demand.

(8) Operating reserve margin is equal to the difference between net dependable capacity and peak demand as a percentage
of a peak demand.

(9)  Average demand is equal to the average demand on our system during the period.
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Selected Operating Performance Data

Year ended December 31,

2015 2016 2017
Equivalent forced outage rate (%)@ 8.56 7.73 4.95
CapaCity TACLON (Y0) ... eeeeeneeieiie e 50.53 53.57 49.42
Transmission and distribution 10SSes (%0) .......ovvvvvvieiiiiinieiiiiieeeenenn, 9.8 9.5 8.8
Distribution 10SSES (Y0) ..ccvvuneiiiiieiii e 7.6 7.2 6.5
TransmMiSSiON [OSSES (Y0) .. .eeeruneiiiuee et 2.3 2.3 2.4
SAIFI (frequency/customer) 6.0 15.1 12.7
SAIDI (NOUI/CUSEOMEL) ..t 5.3 25.5 19.3
Number of customers per employee.........cooeviviieiiiiiiiiiiiie e, 1,285 1,245 1,492

Note:

(1) Java-Bali only. As of December 31, 2017, the integrated interconnection system which provides this data has been
completed only in Java-Bali.
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MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

You should read the following discussion in conjunction with the sections “ Presentation of Financial
Information,” “Summary Financial Information” and “ Selected Financial Information” and our
Consolidated Financial Statements and related notes included elsewhere in this Offering
Memorandum. Our consolidated financial statements as of and for the year ended December 31, 2015
were audited by KAP Tanudiredja, Wibisana, Rintis & Rekan (a member of the
PricewaterhouseCoopers network of firms) and our restated consolidated financial statements as of
and for the year ended December 31, 2016 and our consolidated financial statements as of and for the
year ended December 31, 2017 were audited by KAP Amir Abadi Jusuf, Aryanto, Mawar & Rekan (a
member of the RSM network), in each case in accordance with the Standards on Auditing established
by the Indonesian Institute of Certified Public Accountants as stated in their reports included
elsewhere in this Offering Memorandum. This discussion contains forward-looking statements which
are subject to numerous risks and uncertainties, including, but not limited to, those described under
the caption “ Risk Factors” in this Offering Memorandum. Actual results may differ materially from
those included in any forward-looking statements.

Our consolidated financial statements as of and for the year ended December 31, 2015 have been
prepared in accordance with IFAS, and our consolidated financial statements as of and for the years
ended December 31, 2016 and 2017 have been prepared in accordance with Indonesian GAAP
included elsewhere in this Offering Memorandum and are presented in Rupiah, our reporting currency.
Indonesian GAAP/IFAS differs in certain respects from accounting principles generally accepted in
countries and jurisdictions other than Indonesia, including U.S. GAAP. In making an investment
decision, you should rely upon your own examination of the terms of the Offering and the financial
information included in this Offering Memorandum. You should consult your own financial advisors
for an understanding of the differences between Indonesian GAAP/IFAS and other GAAP you may be
more familiar with, including U.S. GAAP, and how these differences may affect the financial
information included in this Offering Memorandum. For a discussion of certain differences between
Indonesian GAAP/IFAS and U.S. GAAP, see “ Summary of Certain Differences Between Indonesian
GAAP/IFAS and U.S. GAAP.”

Except as otherwise indicated, references to “ 2015,” “2016,” and “ 2017" are references to each of
the financial years ended December 31, 2015, 2016 and 2017, respectively.

Solely for convenience, in this section certain amounts in Rupiah have been translated into U.S. dollar
amounts. See “ Exchange Rates” and “ Presentation of Financial Information” for further detail.

Overview

We are Indonesia’s state-owned electric utility company and are wholly-owned by the Government,
which is represented by the Ministry of State-Owned Enterprises. We provide most of the public
electricity and electricity infrastructure in Indonesia, including construction of power plants, power
generation, transmission, distribution and retail sales of electricity. We are the largest electricity
producer in Indonesia, and as of December 31, 2017, had a power generation capacity of
approximately 42,656 MW (excluding power generation capacities of |PPs with which we have entered
into IPP Power Supply Contracts) that accounted for over 76% of the total installed generation
capacity in Indonesia of 55,926 MW and served approximately 68.1 million customers. As of
December 31, 2017, we owned and operated 1,656 electricity generating plants comprising 6,221
electricity generating units in Indonesia, including fuel oil-fired, natural gas-fired, coal-fired,
geothermal and hydroelectric plants. We also purchase almost all of the electricity produced in
Indonesia by 1PPs.
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The following table sets forth our production for 2015, 2016 and 2017 in GWh:

PLN facilities

[T o I P

NALUFAL G8S...eeeetiii et
GEOthEIMAL .....oui i
HYArOBIECIIIC o

Total PLN production™ ..o,
Purchased from others™ ...........c.ccccovviiviiiieeiecee e
GrOSS QENETAtTON ..ceviiiiiiei e
AUXITary USE™ ... i

Transmission and distribution 10SSES..........ccocvvvveiiiieiieeiinnennn.
EI€CtriCity SOI.....ciiiiiiiieiii e

Notes:
(1) Includes diesel rent.
(2)  Net purchased from others.

(3) Includes station, transmission and distribution substation use.

Year ended December 31,

2015 2016 2017
(GWh)
......... 5,783 4,673 3,612
......... 90,275 91,701 101,244
......... 46,039 51,890 46,356
......... 4,392 3,958 4,341
......... 10,005 14,235 12,425
......... 156,493 166,457 167,978
......... 77,351 82,153 86,682
......... 233,844 248,611 254,660
......... (8,940) (9,900) (10,041)
......... (22,058) (22,706) (21,485)
......... 202,846 216,004 223,134

The following tables sets forth our installed capacity (including rented generator sets and excluding
contractual capacity from IPPs) for our electricity generating plants as of December 31, 2017:

As of December 31, 2017

Fuel type
Type of plant Qil Coal Gas Geo Hydroelectric ~ Others Total
(Mw)

Combined-Cycle.........ccccvvvvnnnnnnn. 60 — 8,934 — — — 8,994
Diesel ..o 4,942 — 1,253 — — — 6,195
Geothermal ........ccoocoeviiiiiiiiinnenn. — — — 551 — — 551
Gas-turbine .......ccoooeeeviiiiiiiine, 1,397 — 2,340 — — — 3,737
Hydroelectric-turbine .................. — — — — 3,583 — 3,583
Steam-turbine............ccccenn. 569 18,016 1,000 — — — 19,585
Others.....cooiieiiiieicei e — — — — — 11 11
Total ..o 6,968 18,016 13,527 551 3,583 11 42,656

We operate eight main grids in Java-Bali, North Sumatra, South Sumatra, West Kalimantan, Central
Kalimantan, East Kalimantan, North Sulawesi and South Sulawesi, which are the most populated
regions in Indonesia. Approximately 58.2% of the total population of Indonesia (approximately 152.4
million people) live on Java and Bali, and the region accounted for approximately 64% of our total
customers’ power consumption in 2017. As of December 31, 2017, we controlled approximately
48,901 kilometers-circuits of transmission lines and approximately 1,028,679 kilometers-circuits of

distribution lines.
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Our charges for electricity are based on electricity tariff rates which are set by the Government. See
“Regulation of the Indonesian Electricity Sector.” The electricity tariff is regulated by the MEMR
Regulation No. 28/2016. However, the tariff rates set by the Government have, for some time, been
inadequate to cover the cost of producing the energy we sell for certain residential customers whose
tariff rates are set at levels below our cost of producing the electricity. However, because we perform
a PSO within the meaning of Law No. 19/2003, the Government is obligated to subsidize us for the
difference between our cost to produce the electricity we sell and the price we are permitted to charge
for that electricity under the tariff rates set by the Government. This subsidy includes a PSO margin
set at 7.0% above the cost of electricity to meet our finance costs for borrowings related to capital
expenditures. The subsidy mechanism is defined in the Minister of Finance Regulation No.
44/PMK.02/2017, as amended by the Minister of Finance Regulation No. 162/PMK.02/2017. See
“Relationship with the Government” and “Regulation of the Indonesian Electricity Sector.”

We have four categories of electricity tariffs based on the type of customers: residential, industrial,
business and public (such as government agencies and hospitals). For each category of customers, we
have either a monthly minimum payment or demand charges and variable energy charges. We also have
a special services tariff as described below.

o Demand Charges: For the fixed demand charges (Rupiah per kilovolt ampere (“kVA”)/month),
the rates vary depending on the capacity of the electricity connection and this charge is only
applicable to small residential customers such as those with a capacity of 450 VA or 900 VA for
whom we receive subsidy.

° Variable Energy Charges: For variable energy charges (Rupiah per kwWh), we charge fixed rates
according to the customer categories. We increase our charges for peak usage between 6:00 pm
to 10:00 pm for big scale industrial, business and public customers, but not for residential
customers.

° Minimum Payment: We charge a monthly minimum payment for each customer apart from
customers with a capacity of 450 VA or 900 VA. The minimum payment is a product of a fixed
period of 40 hours and connected VA divided by 1,000 and subsequently multiplied by the
applicable energy charge.

° Special Service Tariff: We have a special service tariff we charge (Rupiah per kWh) for special
circumstances and, in particular, for our business and industrial customers who require special
services. This tariff is based on business-to-business approach.

Restatement of Prior Years' Consolidated Financial Statements

Restatement of the consolidated financial statements as of and for the year ended December 31,
2016

On May 8, 2017, MEMR issued a letter relating to the realization of our electricity transmission
losses, and on August 31, 2017, the Audit Board issued the August 2017 Audit Report. As a result of
a change in the assumptions used for the cal culation of losses as agreed between MEMR and the Audit
Board, the August 2017 Audit Report determined that the correct amount of the electricity subsidy that
we receive from the Government that we should recognize in our consolidated statement of profit and
loss for 2016 was Rp.58,043 billion, and not Rp.60,442 billion as reported in our previously issued
financial statements for 2016. As a result, we restated the line item “Government’s electricity subsidy”
in the profit and loss statement in our consolidated financial statements for 2016 to Rp.58,043 hillion,
and made related adjustments to other items such as “Operating Income After Subsidy” and “Income
for the Year”. As a result of this restatement, KAP Amir Abadi Jusuf, Aryanto, Mawar & Rekan (a
member of the RSM network) reissued an unmodified audit opinion dated January 8, 2018 on our
restated consolidated financial statements for 2016. See Note 58 to our consolidated financial
statements as of and for the year ended December 31, 2016. This change does not have any impact to
our consolidated financial statements as of and for the year ended December 31, 2015.
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Restatement of the consolidated financial statements as of and for the year ended December 31,
2015

Since January 1, 2012, we have applied the provisions of ISFAS 8. ISFAS 8 provides guidance in
determining whether an arrangement is in substance a lease that should be accounted for in accordance
with SFAS 30. SFAS 30 provides guidance in determining whether an arrangement qualifies as finance
lease or operating lease.

During the preparation of our consolidated financial statements as of and for the year ended December
31, 2015, we reconsidered the applicable accounting treatment on our | PP Power Supply Contracts and
we determined that our |PP Power Supply Contracts are not arrangements that are, or contain, leases
based on ISFAS 8. Consequently, SFAS 30 was not applied to our PP Power Supply Contracts for the
year ended December 31, 2015. As a result, our PP Power Supply Contracts were accounted for as
anormal purchase of electricity for the years ended December 31, 2015. As aresult, on June 28, 2016,
our independent public accountants issued a qualified audit opinion on our consolidated financial
statements as of and for the year ended December 31, 2015 stating that in their opinion, those
consolidated financial statements presented fairly, in all material respects, the financial position of our
Company and our subsidiaries as of December 31, 2015, and our financial performance and cash flows
for the year then ended in accordance with IFAS, except for the effects of not applying SFAS 30 to
our IPP Power Supply Contracts. On March 1, 2017, OJK issued Regulation No. 6. Based on this
regulation, certain agreements entered into in relation to or in connection with the supply of electricity
(such as PP Power Supply Contracts) are accounted for as sale and purchase transactions even if they
contain arrangements other than in connection with the sale and purchase of electricity. The regulation
is mandatory for financial statements for periods beginning on or after January 1, 2017 and is applied
prospectively. Early adoption is permitted for financial statements for the period beginning on or after
January 1, 2016 and we elected for early adoption. As a result, we ceased to apply ISFAS 8 from
January 1, 2016. Pursuant to Regulation No. 6, we expect to continue to not apply ISFAS 8 to our IPP
Power Supply Contracts for the foreseeable future, at least until our assignment to accelerate the
development of electricity infrastructure in Indonesia has been completed or terminated. There can be
no assurance, however, that the Government or the OJK will not issue different or new regulations or
guidance in the future which leads our management to go back to treating |PP Power Supply Contracts
as finance leases. “ See Risk Factors — We have implemented changes in how we account for our IPP
Power Supply contracts which make it difficult to compare our financial information from year to
year”.

In order to apply SFAS 30 and ISFAS 8 to our IPP Power Supply Contracts and fully conform with
IFAS as of and for the year ended December 31, 2015, we restated our consolidated financial
statements as of and for the year December 31, 2015. As aresult of this restatement, KAP Tanudiredja,
Wibisana, Rintis & Rekan (a member of the PricewaterhouseCoopers network of firms) reissued an
audit opinion dated March 14, 2017 (not included in this Offering Memorandum) that removed the
qualification on their previously issued opinion dated June 28, 2016. Subsequently, KAP Tanudiredja,
Wibisana, Rintis & Rekan (a member of the PricewaterhouseCoopers network of firms) reissued an
audit opinion dated April 26, 2017 on the restated consolidated financial statements prepared in
accordance with IFAS as of and for the year ended December 31, 2015. Those consolidated financial
statements and the related unqualified audit opinion dated April 26, 2017 are included elsewhere in
this Offering Memorandum.

Comparability of Consolidated Financial Statements and Financial Information
As described above, following the issuance of Regulation No. 6, we have changed our accounting
policy and ceased to apply the provisions of ISFAS 8 effective from January 1, 2016. However, the

consolidated financial statements as of and for the year ended December 31, 2015 applied ISFAS 8 in
accordance with IFAS. As aresult, our consolidated financial statements as of and for the years ended
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December 31, 2016 and 2017 are not directly comparable to our restated consolidated financial
statements as of and for the year ended December 31, 2015. See also “Presentation of Financial
Information” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations— Changes in Accounting Policies.”

Solely for the convenience of the reader and to enhance the comparability of the financial information
discussed in this Offering Memorandum, we also discuss certain financial information that excludes
the effects of applying ISFAS 8 to our IPP Power Supply Contracts in 2015 in order to provide
additional information, on an illustrative basis, when comparing it to financial information for 2016
and 2017, which under Regulation No. 6 also excludes the effects of applying ISFAS 8 to our IPP
Power Supply Contracts. Such adjusted 2015 financial information is not directly comparable to our
restated consolidated financial statements as of and for the year ended December 31, 2015 which were
prepared in accordance with IFAS and applied the provisions of ISFAS 8. The 2015 financial
information that excludes the effects of ISFAS 8 is neither audited nor reviewed and is not based on
IFAS or any generally accepted accounting principles. KAP Tanudiredja, Wibisana, Rintis & Rekan (a
member of the PricewaterhouseCoopers network of firms) were not engaged to audit, review or apply
any procedures on this financial information. Accordingly, prospective investors should not rely on
this 2015 financial information that excludes the effects of ISFAS 8 as if it had been audited or
reviewed by our independent public accountants, or prepared in full compliance with IFAS. We have
prepared the following table solely for convenience purposes to illustrate the quantitative impact of
excluding the effects of applying ISFAS 8 to our IPP Power Supply Contracts on certain line itemsin
our restated audited consolidated financial statements as of and for the year ended December 31, 2015:

As of and for the year ended December 31, 2015

Without
applying
Applying ISFAS 8
ISFAS 8 Variation Variation (%) (unaudited)
(Rp. billions, except percentages)
Consolidated statements of profit or loss and
other comprehensive income
Fuel and lubricants ...........cccciiiiiiiiiiiic e (138,408) 17,821 14.8 (120,587)
Purchased electriCity ..........cccoovveiiiiiiiiiiiiiieeiiiee e, (4,421) (47,270) (91.4) (51,691)
LBASE iiiiii et (8,066) 505 6.7 (7,561)
MaiNtEBNANCE ...vvniiiiiii e (21,861) 4,268 24.3 (17,593)
Depreciation .........ccoeiiiiiiiiiiiiee e (25,407) 3,988 18.6 (21,419)
Operating eXPeNSES .....ccovvviiiiiiiieeeeeiieeii e (225,574) (20,688) (8.4) (246,262)
Financial CoSt .......ooovviiiiiiieeeiiiiee e (39,977) 22,441 128.0 (17,536)
(Loss)/gain of foreign exchange — net ................... (27,326) 11,096 68.4 (16,230)
Total other eXpPenses ........ccovevvvvieieiiiiiieeiiiie e, (64,239) 33,537 (109.2) (30,702)
Income/(loss) before tax ........cccocvvvviiiiinieiiiiiniinnnn, (15,913) 12,849 419.4 (3,064)
Tax benefit ... 21,940 (3,290) (17.6) 18,649
Income for the year .......cccoooviviiiiiiiiiiiii, 6,027 9,559 61.3 15,585
Consolidated statements of financial position
Property, plant and equipment ............cccccevvvviiinnnnnnn. 1,187,880 (72,228) (6.5) 1,115,652
Deferred tax assetS .........oooeeeviiiiiiiiiiinieeeeeeeiiie 29,088 (14,787) (103.4) 14,301
NON-CUI TNt ASSELS ....iiviieieiiiie i 1,235,026 (87,015) (7.6) 1,148,011
Lease 1iabilities .........viiiiiiiiiiiiiiiii e 149,622 (128,065) (594.1) 21,557
Electricity purchase payable .............cccooeiiiiiiinenn. 7,093 756 9.6 7,849
Non-current liabilities .......ccccoviiiiiiiiii, 389,441 (127,309) (48.6) 262,132
Trade accounts payables to related parties .............. 8,910 381 4.1 9,291
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As of and for the year ended December 31, 2015

Without
applying
Applying ISFAS 8
ISFAS 8 Variation Variation (%) (unaudited)
(Rp. billions, except percentages)
Trade accounts payables to third parties ................. 17,716 1,998 10.1 19,714
ACCrUEd EXPENSES ..ovvvviieiiiiiieeiiie e e e e 10,627 (2,216) (26.3) 8,411
Electricity purchase payable ............ccccoeeiiiiiinnennnn. 311 10 3.1 321
Lease liabilities ........ccoviiiiiiiiiiiiiie e, 6,759 (3,313) (96.1) 3,446
Other payables ........ccooviiiiiiiiiie e 20,189 6 0.0 20,195
Current lHabilities ... 120,139 (3,135) (2.7) 117,004
Total 1iabilitieS ....ccooovviiiiiiiiiiie e 509,580 (130,444) (34.4) 379,136
Retained earnings — unappropriated........................ 41,222 43,429 51.3 84,651
Total EQUITY tovvveeieeee et 804,791 43,429 5.1 848,219
Consolidated statements of cash flows
Cash paid to SuUppliers ........ccccoeoeiiiieiiiiiiiieeeees (178,050) (22,928) (11.4) (200,978)
Interest expense Paid .......cccoooveeeiiiiiiiiiinnn e (37,709) 20,813 123.2 (16,896)
Net cash provided by operating activities ............ 37,289 (2,116) (6.0) 35,173
Payments of electricity purchase payable ................ (291) (7) (2.3) (298)
Payment of lease liabilities.........ccccoovvieeiiiiiiiiiinnnnnn. (5,190) 2,122 69.2 (3,068)
Net cash used in financing activities .................... (2,870) 2,116 280.6 (754)
Cash and cash equivalents at the end of the
VAN . ettt 23,596 — — 23,596

Unless otherwise noted, notwithstanding the limited discussion for illustrative purposes of our
unaudited financial information for 2015 prepared without applying ISFAS 8, our financial and
accounting data for 2015 included elsewhere in this Offering Memorandum is derived or extracted
from our restated audited consolidated financial statements for 2015 which apply the provisions of
ISFAS 8.

Adjustment of Certain Assets and Liabilities as of January 1, 2016

As described above, following the issuance of Regulation No. 6, we have changed our accounting
policy and ceased to apply the provisions of ISFAS 8 effective from January 1, 2016. However, the
consolidated financial statements as of and for the year ended December 31, 2015 apply the provisions
of ISFAS 8 in accordance with IFAS. As a result, our consolidated financial statements as of and for
the years ended December 31, 2016 and 2017 are not directly comparable to our restated consolidated
financial statements as of and for the year ended December 31, 2015. See also “Presentation of
Financial Information” and “— Changes in Accounting Policies.”

In order to implement the provisions of Regulation No. 6, certain assets and liabilities as of January
1, 2016 have also been adjusted on January 1, 2016.
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The net adjustment to certain assets and liabilities amounted to Rp.43,428 billion and was recorded
as adjustment to retained earnings on January 1, 2016. The following table sets forth the details of the
net adjustment to certain assets and liabilities:

As of As of
January 1, Opening January 1,
2016 before balance 2016 after

adjustments  adjustments  adjustments

(Rp. billions)
Property, plant and equUipmMeNt ............ooviiiiiiiiiiiiii e 1,187,880 (72,228) 1,115,652
DEfErred taX ASSELS........iiuiieiiie e 29,088 (14,788) 14,300
1,216,968 (87,016) 1,129,952
Non-current liabilities
Electricity purchase payable..........ccoooiiiiiiiiiiiiiii e 7,093 756 7,849
Lease LiabilitieS. ....ccuiieiiiiiie e 149,622 (128,065) 21,557
Current lHabilitieS ...... e
Lease l1abilitieS......ceeieeeiii e 6,759 (3,314) 3,446
ACCIUEH EXPENSES. ...ttt e e e e e et e e et e e et e e e e e eeeanaaas 10,627 (2,216) 8,411
Electricity purchase payable...........ccoooiiiiiiiiiiii e 311 10 321
Trade payables
Related Parties........ocieuuieeiii e 8,910 380 9,291
B I AT I T SN 17,716 1,998 19,714
Other PayableS ......couiieii e 20,189 7 20,195
221,227 (130,444) 90,783
The effect of Regulation No.6 application to retained earnings as
Of JaNUArY 1, 2016, ....cciiieiiiiiiiiieeiie e 43,428

Factors Affecting our Results of Operations and Financial Condition

A number of factors affect our results of operations and financial performance, including:
Electricity Tariffs

Our revenues are significantly impacted by the electricity tariff rates we are allowed to charge. In
Indonesia, electricity tariff rates are proposed by the MEMR and set by the President of Indonesia. In
accordance with the regulations of MEMR, electricity tariffs are adjusted periodically and/or annually
with aview to adjust selling prices to be at least equal to the corresponding cost of production. MEMR
Regulation No. 28/2016 sets the electricity tariff for the period as of 2017.

With respect to customers other than small residential customers with electricity connection capacities
ranging from 450 VA to 900 VA (who are subject to a separate tariff regime of fixed demand charges
and permit us to receive the government subsidy), the Government raised the applicable electricity
tariffs by an annual average of:

° 10.0% with effect from July 1, 2010 pursuant to Presidential Regulation No. 8/2011;

° 15.0% with effect from January 1, 2013 pursuant to MEMR Regulation No. 30/2012; and

° 22.0% with effect from May 1, 2014 pursuant to MEMR Regulation No. 09/2014.
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Furthermore, MEMR Regulation No. 31/2014 with effect from January 1, 2015 and MEMR Regulation
No. 09/2015 with effect from May 1, 2015 increased the electricity tariff by an annual average of
0.63% for eight customer categories, including:

o residential customers with electricity connection capacities ranging from 3,500 VA to 5,500 VA;
° residential customers with electricity connection capacities above 6,600 VA;

° business customers with electricity connection capacities ranging from 6,600 VA to 200 kVA;
o business customers with electricity connection capacities above 200 kVA;

° industrial customers with electricity connection capacities above 200 kVA;

° industrial customers with electricity connection capacities above 30,000 kVA;

° public customers with electricity connection capacities ranging from 6,600 VA to 200 kVA; and

° public customers with electricity connection capacities above 200 kVA.

The following table sets forth our average selling price for each category of customers for the years
ended December 31, 2015, 2016 and 2017:

Year ended December 31,

2015 2016 2017

(Rp. per kWh)

RESIAENTIAL ......iieiiii e 835 845 1,056
o [0 1S (1 P 1,146 1,056 1,089
BUSINESS. ..ttt 1,283 1,203 1,246
PUDIIC e 1,136 1,085 1,102
Total average Selling PriCe ..cooouiie i 1,035 994 1,105

The trends in electricity tariffs applicable to any customer category may differ from the overall trend
in average selling prices, which reflects the fact that, within each customer category, there are
differences in the electricity tariffs we can charge depending on the level of electricity consumption.
We can typically charge higher tariffs to customers within the same category if they consume more
electricity.

Subsidies

The subsidies we receive from the Government cover the following costs: electric power purchases,
fuel and lubricants expenses (such as for fuel oil, natural gas, geothermal, coal and lubricating oil),
maintenance expenses (such as for materials), personnel expenses, administrative expenses,
depreciation of fixed operational assets and financing costs. We do not receive Government subsidies
for costs that are not related to the generation of electricity, such as the operating costs of our
telecommunications subsidiary or of our engineering services subsidiary. See “Relationship with the
Government — Government as Lender and Provider of Subsidies” and “Regulation of the Indonesian
Electricity Sector — Subsidies.”
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The typical process for obtaining a subsidy each year is set forth below:
° Proposal

We typically begin preparing in July of each year a proposal for subsidies based on our costs and
expected revenue and present our subsidy proposal to DGEEU, which is part of the MEMR. This
proposal also includes a network transmission and distribution loss that we believe we can
achieve in the coming year, which is based, inter alia, on our estimations of customer usage and
demand, fuel prices for the year and our expansion plans for the year to achieve better efficiency
levels. There is no assurance that we will be able to meet these targets or our expansion plans
in any given year.

° Parliamentary Approval

A revised proposal, following the review by DGEEU, is submitted by the MEMR to the Ministry
of Finance for inclusion in the proposed Government budget for Parliament’s approval.

° Government Budget

Our approved subsidy (which may be increased or decreased in certain cases depending on
changes in the assumptions used to prepare the proposal) is contained in the Government budget
adopted by Parliament. The final amount of electricity subsidy we receive from the Government
in a budget year is based on the result of a compliance audit of our usage of the electricity
subsidy performed by the Audit Board, the auditor assigned by the Directorate General of Budget
under the Ministry of Finance. The final amount of electricity subsidy that we receive from the
Government in a budget year could be different from the amount of electricity subsidy that we
recognize as revenue for that year, depending on our actual costs incurred during that year. The
Government’s electricity subsidy was Rp.56,553 billion in 2015, Rp.58,043 billion in 2016,
Rp.45,738 billion in 2017. We expect the amount of the Government’s electricity subsidy to
further decrease in the near future due to an expected decrease in the number of residential
customers with electricity connection capacities of 450 VA and 900 VA who are subject to fixed
demand charges and are thus making us eligible to receive a government subsidy payable to us.

° Monthly Payments

Each month, we submit supporting documents such as actual sales and budgeted costs and file
a request for payment of subsidy to the Director General of Budgets in the Ministry of Finance.
The Ministry of Finance typically pays a subsidy to us on a monthly basis, commencing in March
of each year, in an amount equivalent to 95.0% of the difference between budgeted costs and
actual revenues. For example, in March, we typically receive payment for 95.0% of the
difference between budgeted costs and actual revenues for January. The subsidy for the month
of December is put into an escrow account, which we receive in January of the following year.

° Quarterly Balance of Payments
We receive the remaining amount of the subsidy, which is based on our actual costs, for each
quarter after we submit the unaudited report of our actual costs to the Director General of
Budgets in the Ministry of Finance. For example, in June we will receive the balance of the
subsidy payment relating to the first quarter and in September we will receive the balance of the
subsidy payment relating to the second quarter.

° Parliamentary Review

Upon review by Parliament, the subsidy budget for the year is revised after the middle of each
year if the subsidy budget set at the beginning of the year is inadequate.
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° Year End Balance of Payments

Any difference between the aggregate amount of subsidy we receive from the Government on a
monthly basis during ayear and our actual costs incurred during that year are expected to be paid
following an audit by the Audit Board, as undisbursed subsidy. This payment is typically made
in or after September of the following year.

o Request for Payments

From the time we submit our request for a subsidy payment, it typically takes two weeks to one
month for the subsidy to be disbursed. Depending on the circumstances, our subsidy payment
may be offset by accounts payable from us to Pertamina.

The following table sets forth certain information regarding the subsidies we received from the
Government for the years indicated therein:

Government’s
electricity
subsidy as a

Government- result of
approved compliance
budgeted audit by
subsidy Audit Board

(Rp. billions)
Year ended December 31, 2005 ..o 66,149 56,553
Year ended December 31, 2016 ....c.ciniieniiiiiiieiie e 63,098 58,043
Year ended December 31, 2007 ...ccoiiniieiiiee e 50,595 45,738

The total amount of the subsidy received from the Government is subject to adjustments and based on
a pre-established formula as set out below:

the total amount of subsidy we ultimately receive for a given year can be adjusted upward based
on our actual cost following the Government audit by the Audit Board;

° our costs of supply are calculated based on a formula determined by DGEEU;

° calculation of our network transmission and distribution losses, which are factored into the
determination of cost of supply, is adjusted by DGEEU on quarterly basis, based on actual losses;

° DGEEU determines the quarterly and annual realization of network transmission and distribution
losses not later than 15 days after receiving the complete data from us regarding the realization
of network transmission and distribution losses;

° we submit a request for payment of electricity subsidy, which is conveyed in writing to the
Director of Non-Tax State Revenue with a copy made available to the Director General of
Treasury Affairs on a monthly basis. The request for payment of electricity subsidy is
accompanied by supporting data, including, among others, interim cost of supply. The interim
cost of supply (Rp./kWh) data is:

° used in the determination of the amount of electricity subsidy in the annual state budget or
revised annual state budget; or

° based on the result of the audit by the institution authorized to audit our working plan
company budget;
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° we receive 95.0% of the difference between budgeted costs of production (including the PSO
Margin) and actual revenues as our subsidy for each month in the subsequent month, with the
remainder paid quarterly, based on an unaudited report of our actual costs; and

° the subsidy for the month of November is paid in December and the subsidy for December is put
in an escrow account for our benefit and paid in January, in each case based on actual sales and
budgeted costs of electricity, resulting in a subsidy that is more reflective of our actual costs and
sales in the last two months of the year.

The specific formula for calculating the subsidy of electricity is:

S = -(HJTL - BPP (1 + m)) x V, where

S = electricity subsidy

HJTL = average selling price of electricity (Rp./kWH) of the respective tariff categories

BPP = cost of electricity supply (Rp./kWh) at various voltages in the respective tariff
categories

m = PSO Margin (%)

V = selling volume of electricity (kWH) for every tariff category.

In calculating the amount of electricity subsidy for a fiscal year, DGEEU may consider the PSO
Margin recommended by the State Minister for State-owned Enterprises where the PSO Margin is to
be added to create a positive value (gross profit) in calculating the total subsidy of electricity and to
produce the amount of electricity subsidy stipulated in the annual state budget or the revised annual
state budget.

The final amount of electricity subsidy in any fiscal year is stipulated based on the Audit Board’s audit
report, which is submitted to the Minister of Finance.

There is no cap for electricity subsidy. If there is a negative discrepancy of payments of electricity
subsidy between what has already been paid to us and the audit results, the amount of the negative
discrepancy can be proposed to be allocated in the Anggaran Pendapatan dan Belanja Negara for the
next budget year (with the approval of the Minister of Finance). However, if the result is a positive
discrepancy, we are required to promptly remit the overpayment to the State General Cash Account as
non-tax state revenue in accordance with the prevailing law. See also “Relationship with the
Government.”

Cost of Fuel and Non-fuel Supplies

A portion of our fuel and non-fuel expenses are denominated in, or linked to, the U.S. dollar. For 2017,
36.0% of our fuel and non-fuel expenses were denominated in, or linked to, the U.S. dollar, and 64.0%
of our fuel and non-fuel expenses were denominated in Rupiah, respectively. Accordingly, changesin
the foreign exchange rates of the Rupiah against the U.S. dollar impacts our operating expenses in
Rupiah terms (our presentation currency). For example, a depreciation of the Rupiah against the U.S.
dollar generally results in higher operating expenses in Rupiah terms.
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The following table sets forth our fuel and non-fuel expenses in U.S. dollars versus Rupiah for the
years indicated therein as a percentage of our operating expenses:

Year ended December 31,

2015 2016™ 2017
(%)
Fuel and non-fuel expenses (U.S.$) ......ccvevveieeiieiieeieeeeeeeeee i 40.9® 35.3 36.0
Fuel and non-fuel expenses (RP.) .....coovviovureoiieeiieeciee e 59.1® 64.7 64.0

Notes:

(1)  Our audited consolidated statements of profit or loss and other comprehensive income for 2016 and 2017 are not directly
comparable to our audited restated consolidated statements of profit or loss and other comprehensive income for 2015
due to a change in accounting policy. In 2016, we ceased applying the provisions of ISFAS 8, in accordance with SFAS
30, applicable to our PP Power Supply Contracts in accordance with OJK’s Regulation No. 6 whereas these provisions
were applied to our IPP Power Supply Contracts in 2015. See “ — Restatement of Prior Years' Consolidated Financial
Statements” and “ — Changes in Accounting Policies.” This change in accounting policy impacted our fuel and non-fuel
expenses. The disapplication of ISFAS 8 in 2016 resulted in a significant portion of our |PP Power Supply Contracts no
longer being treated as finance leases. As a result, a significant portion of expenses in 2016 were recorded under
“purchased electricity,” and not recorded, as in 2015, as expenses under, among others, “fuel and lubricants” expenses,
which impacts the comparability of our fuel and non-fuel expenses over the 2015-2017 period.

(2)  Solely for the convenience of the reader and to enhance the comparability of the financial information discussed above,
if we had not applied ISFAS 8 in accounting for our |PP Power Supply Contracts in 2015, our fuel and non-fuel expenses
for that year, expressed as a percentage of our operating expenses, would have been 32.9% (for fuel and non-fuel
expenses translated in U.S.$ at the exchange rate of Rp.13,330 = 1.00 U.S.$) and 67.1% (in Rupiah).

The following table sets forth our fuel and non-fuel expenses for different types of fuels as a
percentage of our operating expenses for the years indicated for the years indicated therein:

Year ended December 31,

2015 2016V 2017
(%)
FUBL O 1ottt 16.0@ 9.5 8.5
N L= e T PR 22.9@ 20.1 17.3
(070 T= IR 20.0® 12.1 15.4
GEOLNEIMAL ..o 2.2 1.1 1.1
HYAFOBIECIIIC v 0.1® 0.1 0.1
L] = TP 61.2 42.9 42.4

(1)  Our audited consolidated statements of profit or loss and other comprehensive income for 2016 and 2017 are not directly
comparable to our audited restated consolidated statements of profit or loss and other comprehensive income for 2015
due to a change in accounting policy. In 2016, we ceased applying the provisions of ISFAS 8, in accordance with SFAS
30, applicable to our IPP Power Supply Contracts in accordance with OJK’s Regulation No. 6 and IFAS whereas these
provisions were applied to our |PP Power Supply Contracts in 2015. See “— Restatement of Prior Years Consolidated
Financial Statements” and “— Changes in Accounting Policies.” This change in accounting policy impacted our fuel and
non-fuel expenses. The disapplication of ISFAS 8 in 2016 resulted in a significant portion of our IPP Power Supply
Contracts no longer treated as finance leases. As a result, a significant portion of expenses in 2016 were recorded under
“purchased electricity,” and not recorded, as in 2015, as expenses under, among others, “fuel and lubricants” expenses,
which impacts the comparability of our fuel oil and non-fuel oil expenses over the 2015-2017 period.

(2)  Solely for the convenience of the reader and to enhance the comparability of the financial information discussed above,
if we had not applied ISFAS 8 in accounting for our |PP Power Supply Contracts in 2015, our fuel and non-fuel expenses
for that year, expressed as a percentage of our operating expenses, would have been 14.6% for fuel oil, 19.6% for natural
gas, 13.2% for coal, 1.3% for geothermal, 0.1% for hydroelectric and 0.1% for lubricants.

We continue to explore replacing certain of our fuel oil-fired electricity generating plants with
coal-fired and natural gas-fired electricity generating plants, particularly under the Fast Track
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Programs and the 35,000 MW Program. However, there can be no assurance that we will be able to
ensure a stable supply of coal or natural gas at reasonable prices or at all. See “Risk Factors — Risks
Relating to Our Business and Operations — WWe may not be able to secure sufficient supplies of natural
gas or coal, which could adversely affect our business.”

Maintenance Expenses

We have had, and expect to continue to have, significant maintenance expenses for our electricity
generating plants. A substantial portion of our maintenance expenses are denominated in foreign
currencies because of our significant reliance on parts and maintenance expertise not available in
Indonesia. The depreciation of the Rupiah or our inability to limit increases in our maintenance
expenses may affect our operating expenses and results of operations.

Indonesian Economic Growth and Demand for Electricity by End-Users

The increase in the demand for power depends in part on the growth of the Indonesian economy. The
ongoing transformation of the Indonesian economy in terms of an expanding industrial and business
customer base has played a particularly important role in the growth of demand for electricity. We
believe that industrial, business and residential end-users will continue to be our primary end-users
in the power consumption market and our results of operations will depend primarily on the growth
in electricity demand of these sectors.

The following table sets forth the percentage of our electricity consumers in each tariff category and
the percentage of increase/decrease from the previous year for the years indicated therein:

As of December 31,

2015 2016 2017
% % %

Increase/ Increase/ Increase/

(%) (decrease) (%) (decrease) (%) (decrease)
Residential .................. 92.6 6.2 92.2 4.7 91.9 5.6
BUSINESS.......ccevvvvnnnn 4.7 10.2 5.0 11.9 5.3 10.5
INAUSLIY .o 0.1 8.5 0.1 10.0 0.1 10.3
Public.....ccovviviiiiiein 2.6 7.0 2.7 7.8 2.7 8.1
Total cooevvieiieiee, 100.0 6.4 100.0 51 100.0 5.9

The following table sets forth the percentage of the power consumption in each tariff category of our
electricity consumers and the percentage of increase/decrease from the previous year for the years
indicated therein:

As of December 31,

2015 2016 2017
% % %

Increase/ Increase/ Increase/

(%) (decrease) (%) (decrease) (%) (decrease)
Residential .................. 43.7 55 43.4 5.6 42.3 0.9
Business.........cccceeeen. 18.2 1.9 18.6 8.4 18.7 4.0
INAUSEIY ..., 31.6 (2.8) 31.5 6.3 32.4 6.0
Public.......ccooveiiiiiii, 6.5 6.3 6.6 8.0 6.6 4.2
Total .ooeveeiieiieeen 100.0 2.1 100.0 6.5 100.0 3.3
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Completion of our Projects and Achieving Commercial Production

We expect our sales and results of operations to fluctuate depending on the development stage and
completion of our projects, in particular with IPPs. We and our subsidiaries have entered into a number
of joint ventures in order to implement our business strategy and increase our power generation
capacity, in particular in connection with the Fast Track Programs and the 35,000 MW Program.
Unexpected increases in capital expenditure linked to these projects may require additional capital
contribution from our subsidiaries which may also increase our financial costs in case additional
external funding is required; our inability to fund such expenditure may also negatively impact our
business and results of operations.

Our results of operations and financial position will depend on the successful and timely completion
of these projects and our ability to find reliable joint venture partners. Completion of new power
generation projects and commercial production will generally translate in increased sales of
electricity, assuming there is enough demand. Further, under our PPAs with IPPs, we are subject to
take-or-pay obligations and must ensure that new power stations are properly and timely connected to
our transmission lines. Our inability to complete such connection would result in no or lesser than
expected electricity sales being effected in relation with increased generation capacity and costs
incurred under the relevant PPAs not being matched by sales, which could materially and adversely
affect our financial performance and results of operations.

Access to and Cost of Financing

We rely primarily on borrowings (such as two-step loans), our revenues from customers and subsidies
from the Government (which we expect will decrease in the foreseeable future) for our financing
requirements, in particular in relation to the implementation of our projects and related capital
expenditures. In addition, we have, from time to time, issued debt securities. Our ability to obtain
financing, as well as the cost of such financing, affects our results of operations and financial
condition. Our access to funding and cost of financing are also affected by factors such as the amount
of our outstanding indebtedness and any restrictions under our credit agreements, indentures or other
loan documents, in respect of incurrence of further debt. See “Capitalization and Indebtedness,”
“Relationship with the Government” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Indebtedness.”

Effects of Rupiah Depreciation

Changes in foreign exchange rates between the Rupiah and certain currencies, principally the U.S.
dollar, the Japanese Yen and the Euro have affected and will continue to affect our cash flows, results
of operations and financial condition. A portion of our operating expenses and borrowings is
denominated in foreign currencies. The Rupiah significantly depreciated against the U.S. dollar and
a number of other foreign currencies from January 1, 2015 to December 31, 2016 before appreciating
against the U.S. dollar and a number of other foreign currencies in 2016 and depreciated against the
U.S. dollar and several other foreign currencies from January 1, 2017 to December 31, 2017.

A depreciation of the Rupiah against foreign currencies may increase our operating expenses
denominated in or tied to the value of foreign currencies and would increase the Rupiah cost of our
foreign currency capital expenditures, which include expenditures for equipment and machinery and
many of our expenses related to the Fast Track Programs and the 35,000 MW Program. In addition,
the depreciation of the Rupiah against foreign currencies increases, in Rupiah terms, our interest
expenses on foreign currency-denominated indebtedness, as well as increases, in Rupiah terms, our
principal repayments on foreign currency-denominated indebtedness. As of December 31, 2017,
approximately 60.9% of our total outstanding debt (including two-step loans, Government loans, bank
loans and electricity purchase payable) was denominated in U.S. dollars and other foreign currencies.
Therefore, depreciation of the Rupiah can result in a substantial increase in our interest expenses, as
well as an increase in the amount of U.S. dollar-denominated indebtedness, reported in Rupiah in our
consolidated financial statements.
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We hedge in accordance with PBI 16/21/2014 which mandated a hedging ratio limited to 20% of the
amount by which our foreign currency liabilities that become due in the following two consecutive
three-month periods exceeds our foreign currency assets. In addition, we were required to maintain a
liquidity ratio (defined as the ratio of foreign currency assets to foreign currency liabilities set to
mature in the ensuing three months) of 50%. Commencing on January 1, 2016, the minimum hedging
ratio was increased to 25%, while the minimum liquidity ratio was raised to 70%. As of the date of
this Offering Memorandum, the minimum hedging and liquidity ratios have remained the same. The
fluctuations in the Rupiah-U.S. dollar exchange rate affect our debt service costs, fuel costs and
operating costs, obligations to IPPs and capital expenditures. Most of our revenues are in Rupiah, and
we maintain our consolidated financial statements in Rupiah.

Finally, the presentation currency of the financial statements of two of our subsidiaries (Majapahit
Holding B.V. and Majapahit Finance B.V.) is not the Rupiah. Therefore, variations in the foreign
exchange rate of the Rupiah may have a material impact on the translation in Rupiah of these
subsidiaries’ financial statements and, therefore, may impact our consolidated financial statements.

Modification of the current floating exchange rate policy could also result in significantly higher
domestic interest rates, liquidity shortages, capital or exchange controls or the withholding of
additional financial assistance by multinational lenders. For additional information, please see “Risk
Factors — Risks Relating to our Business and Operations — Depreciation in the value of the Rupiah
may have a material adverse effect on our business, financial condition or results of operations and
our ability to make payments under the Notes.” This could result in a reduction of economic activity,
an economic recession, loan defaults and increases in the price of imports, all of which could have an
adverse impact on our results of operations.

Seasonality

Demand for electricity is seasonal and is generally lower during, for example, the dry season from
April through September. Demand substantially decreases during certain holidays such as the end of
Ramadan. We also experience higher demand for electricity from our industrial customers in the
second half of the year, generally reflecting their production cycles. As a result of these seasonal
patterns, our sales and results of operations may be lower during certain quarterly periods which may
vary from year to year depending, among other things, on the set dates of Ramadan.

Changes in Accounting Policies
| SFAS No. 8 — Determining Whether an Arrangement Contains a Lease

Our audited restated consolidated financial statements as of and for the year ended December 31, 2015
included elsewhere in this Offering Memorandum were prepared applying ISFAS 8 to our |PP Power
Supply Contracts and, consequently, we have assessed whether a lease element was embedded in these
contracts and further evaluated whether a particular lease qualified as a finance lease or an operating
lease pursuant to ISFAS 8.

As discussed above under “—Restatement of Prior Years' Consolidated Financial Statements — Leases
— Effect of Different Lease Accounting Treatment on Comparability,” we have, since 2008, had a
number of changes in the way we account for our IPP Power Supply Contracts. In 2015, our
management determined that our PP Power Supply Contracts should be exempted from the scope of
ISFAS 8, and as a result our consolidated financial statements as of and for the year ended December
31, 2015 were prepared without applying ISFAS 8 to our IPP Power Supply Contracts and,
consequently, these contracts were accounted as normal purchases of electricity (as opposed to finance
leases).

However, on March 1, 2017, the OJK issued Regulation No. 6, which requires issuers such as our

Company to account for transactions entered into pursuant to PPAs as sale and purchase transactions
for the financial years/periods commencing on or after January 1, 2017. This mandatory accounting
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policy applies prospectively. Regulation No. 6 also permits qualified issuers to voluntarily apply this
accounting policy for the financial year/period commencing on or after January 1, 2016. Our
management elected to implement this accounting policy starting from January 1, 2016. Therefore,
pursuant to Regulation No. 6, we have prepared our consolidated financial statements as of and for
the years ended December 31, 2016 and 2017 without applying ISFAS 8 and our IPP Power Supply
Contracts have not been accounted for as finance leases for financial reporting purposes in accordance
with SFAS 30. As a result of this new regulation, our management further determined that our
consolidated financial statements for 2015 should, in fact, be prepared applying ISFAS 8 to our IPP
Power Supply Contracts. As a result, we restated our previously published consolidated financial
statements as of and for the year ended December 31, 2015 to apply ISFAS 8 to our PP Power Supply
Contracts. As a result, our restated audited consolidated financial statements as of and for the year
ended December 31, 2015 included elsewhere in this Offering Memorandum were prepared on the
basis that ISFAS 8 applied to our PP Power Supply Contracts, and our audited consolidated financial
statements as of and for the years ended December 31, 2016 and 2017 included elsewhere in this
Offering Memorandum were prepared on the basis that ISFAS 8 did not apply to our | PP Power Supply
Contracts. See also “— Restatement of Prior Years Consolidated Financial Statements.”

Pursuant to Regulation No. 6, we do not intend to apply ISFAS 8 to our IPP Power Supply Contracts
for future periods. Regulation No. 6 further stipulates that this accounting policy will be effective until
the end of our assignment to accelerate the development of the electricity infrastructure of Indonesia.
We expect to continue not to apply ISFAS 8 to our IPP Power Supply Contracts for the foreseeable
future, as no termination date to this assignment has been set, according to Presidential Regulation No.
4 Year 2016 Regarding Accelerated Electricity Infrastructure Development (January 8, 2016), as
amended by Presidential Regulation No. 14 year 2017 Regarding Accelerated Electricity Infrastructure
Development (February 20, 2017). “See Risk Factors — We have implemented changes in how we
account for our IPP Power Supply Contracts which make it difficult to compare our financial
information from year to year”.

Critical Accounting Policies

Our consolidated financial statements as of and for the year ended December 31, 2015 have been
prepared in accordance with IFAS, and our consolidated financial statements as of and for the years
ended December 31, 2016 and 2017 have been prepared in accordance with Indonesian GAAP. The
preparation of our consolidated financial statements requires management to make estimates and
judgments that affect the reported amounts of assets, liabilities, revenue and expenses as well as the
disclosure of contingent assets and liabilities. Our management bases its estimates and judgments on
historical experience and other factors that are believed to be reasonable under the circumstances. We
continually evaluate such estimates and judgments. Actual results may differ from these estimates
under different assumptions or actual conditions. In order to provide an understanding of how our
management forms their judgment about future events, including the variables and assumptions
underlying our estimates, and the sensitivity of judgments to different circumstances, we have
identified the critical accounting policies discussed below. For more details, see Notes 3 and 4 to our
consolidated financial statements included elsewhere in this Offering Memorandum.

Property, Plant and Equipment — Direct Acquisition

Property, plant and equipment include major spare parts and stand-by equipment, with economic
benefits of more than one year, which are used to ensure the continuity and stability of our power plant
operations and electricity installations necessary to produce and distribute electricity. Before
December 31, 2015, after initial recognition, property, plant and equipment held for use, except land
rights, were stated at cost, less accumulated depreciation and any accumulated impairment losses and
land rights were stated at cost. On December 31, 2015, we changed our accounting policy for several
classes of assets from the cost model to the revaluation model. As a result, with effect from January
1, 2016, we have accounted for the following classes of assets at fair value, less subsequent
depreciation and impairment losses: buildings, reservoir and infrastructure, installations and power
plant, transmission equipment, distribution equipment, telecommunication and data processing
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equipment used for electricity supply and major spare parts. Land rights are shown at fair value.
Valuation of the foregoing assets is performed by external independent valuers which are registered
with OJK. Valuations are performed with sufficient regularity to ensure that the fair value of a
revalued asset does not differ materially from its carrying amount. Any accumulated depreciation at
the date of revaluation is eliminated against the gross carrying amount of the asset, and the net amount
is restated to the revalued amount of the asset.

All other property, plant and equipment are stated at historical cost |ess depreciation and impairment
losses. Historical cost includes expenditure that is directly attributable to the acquisition of the items.

Increases in the carrying amount arising on revaluation of property, plant, and equipment that use
revaluation model are credited to “asset revaluation surplus’ as part of other comprehensive income.
Decreases that offset previous increases of the same asset are debited against “asset revaluation
surplus” as part of other comprehensive income; all other decreases are charged to the profit or loss.

Land rights are not depreciated. Initial costs incurred to obtain land rights are recognized as part of
the acquisition cost of the land rights, and these costs are not depreciated. Assets, except land rights,
are depreciated to their residual value using the straight-line method over their expected useful lives
as set out in further detail in Note 3(j) to our Consolidated Financial Statements included elsewhere
in this Offering Memorandum.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as
owned assets or where shorter, the term of the relevant leases where there is no reasonable certainty
that the Company and its subsidiaries will obtain ownership at the end of the lease term.

The estimated useful lives, residual values and depreciation methods are reviewed at each year end,
with the effect of any changes in estimates accounted for on a prospective basis.

The cost of maintenance and repairs is charged to profit or loss as incurred. Other costs incurred
subsequently to add to, replace part of or service an item of property, plant and equipment are
recognized as an asset if and only if it is probable that future economic benefits associated with the
item will flow to the entity and the cost of the item can be measured reliably. When assets are retired
or otherwise disposed of, their carrying values are removed from the accounts and any resulting gain
or lossisreflected in the profit or loss. Assets that are temporarily not used in operations are recorded
as part of property, plant and equipment. Assets not used in operations are depreciated using the same
method and based on the economic useful lives of the property, plant and equipment.

Determining Whether an Arrangement Contains a Lease, Lease Classification and Purchase of
Electricity

For further information on how our management determines whether our |PP Power Supply Contracts
contains a lease, see “ — Restatement of Prior Years' Consolidated Financial Statements” and Note
3(l) to our Consolidated Financial Statements included elsewhere in this Offering Memorandum.

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards incident to ownership of an asset to the lessee. All other leases are classified as
operating |eases.

Lease payments are apportioned between finance charges and reduction of the lease liability so as to

achieve a constant rate of interest on the remaining balance of the liability. Contingent rents are
recognized as expenses in the periods in which they are incurred.
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Operating lease payments (net of any incentives received from the lessor) are recognized as expenses
on a straight-line basis over the lease term, except where another systematic basis is more
representative of the time pattern in which economic benefits from the leased asset are consumed.
Contingent rents arising under operating leases are recognized as expenses in the period in which they
are incurred.

For lease agreements with | PPs, our Company and its subsidiaries have assessed whether it is afinance
or an operating lease based on the contractual terms of the agreement. The costs paid to purchase
electricity on agreements that are not classified as finance lease are recognized as expenditures in
profit or loss account as incurred.

In our restated audited consolidated financial statements for 2015 included elsewhere in this Offering
Memorandum, we applied ISFAS 8 to our IPP Power Supply Contracts and treated most of our IPP
Power Supply Contracts as finance leases. In our audited consolidated financial statements for 2016
and 2017 included elsewhere in this Offering Memorandum, we did not apply ISFAS 8 in accounting
for our IPP Power Supply Contracts in accordance with OJK’s Regulation No. 6, and as a result our
IPP Power Supply Contracts have not been accounted for as finance leases in such consolidated
financial statements. This change in accounting policy has a significant and direct impact on our
financial results. See “— Changes in Accounting Policies” and “— Restatement of Prior Years'
Consolidated Financial Statements” for further details on the impact of ISFAS 8 on our audited
consolidated financial statements. Our management continually evaluates the appropriateness of
various accounting policies, as further required or informed by various regulations and guidance
issued by the Government, including regulatory bodies such as OJK. Our management has in the past
taken different positions on the appropriateness of treating our | PP Power Supply Contracts as finance
leases based on factors that it believed to be reasonable under the circumstances. Pursuant to
Regulation No. 6, we expect to continue to not apply ISFAS 8 to our IPP Power Supply Contracts for
the foreseeable future, at least until our assignment to accelerate the development of electricity
infrastructure in Indonesia has been completed or terminated. There can be no assurance, however,
that the Government or the OJK may issue different or new regulations or guidance in the future which
leads our management to go back to treating IPP Power Supply Contracts as finance leases. As our
description of the effects of applying ISFAS 8 under “— Restatement of Prior Years' Consolidated
Financial Statements” illustrates, any change in the application of such accounting policy could have
a significant impact on our financial statements, including any potential restatements of prior years’
financials resulting from such change.

Revenue and Expense Recognition
Revenue from the sale of electricity is recognized based on electricity usage (kWh).

The Government’s electricity subsidy is recognized as revenue on an accrual basis, which is computed
in accordance with the provisions stipulated in the prevailing Decree of Ministry of Finance of the
Republic of Indonesia.

We recognize customers' connection fees used to construct or acquire property, plant, and equipment
to connect the customers to our network as revenues when we complete the connection service.

Revenues from telecommunication network and services, transformer rental and other administrative
services are recognized with reference to the stage of completion of the transaction at the reporting
date.

Interest revenue is accrued on a time basis, by reference to the principal outstanding and at the
applicable interest rate.

Expenses are recognized when incurred on an accrual basis.
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Pension and Employee benefits
Post-employment benefits

Our Company and its subsidiaries have established a defined benefit pension plan covering all of their
eligible permanent employees. Our Company and its subsidiaries also provide other unfunded defined
postemployment benefit plans for their qualifying employees based on our Company and its
subsidiaries’ policies.

The liability recognized in the statement of financial position in respect of defined benefit pension
plans is the present value of the defined benefit obligation at the end of the reporting period less the
fair value of plan assets. The defined benefit obligation is calculated annually by independent
actuaries using the projected unit credit method. The present value of the defined benefit obligation
is determined by discounting the estimated future cash outflows using interest rates of government
bonds (considering currently there is no deep market for high-quality corporate bonds) that are
denominated in the currency in which the benefits will be paid, and that have terms to maturity
approximating to the terms of the related pension obligation.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions
are charged or credited to equity in other comprehensive income in the period in which they arise.

Past-service costs are recognized immediately in profit or loss.
Long-term benefits

Long-term benefits are determined using the projected unit credit method. Past service costs are
recognized immediately in profit or loss. Our Company and its subsidiaries recognized gains or |osses
on the curtailment or settlement of a defined benefit plan when the curtailment or settlement occurs.
The gain or loss on a curtailment or settlement of a defined benefit plan is recognized in profit or loss
when the curtailment or settlement occurs.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions
are charged to profit or loss.

The long-term employee benefits liabilities recognized in the consolidated statement of financial
position represents the present value of the defined benefit obligation.

Impairment of Non-Financial Assets

Assets that are subject to amortization or depreciation are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognized for the amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset's fair value less cost to sell and its
value-in-use. For the purposes of assessing impairment, assets are grouped at the lowest level for
which there are separately identifiable cash flows (cash generating units). Non-financial assets that
have suffered an impairment are reviewed for possible reversal of the impairment at each reporting
date.

Impairment of Financial Assets

Financial assets are assessed for indicators of impairment at the end of each reporting period.
Financial assets are impaired where there is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial asset and the estimated future cash flows of
the investment have been affected.
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For listed and unlisted equity investments classified as available-for-sale (“AFS") financial assets, a
significant or prolonged decline in the fair value of the security below its cost is considered to be
objective evidence of impairment. For all other financial assets, objective evidence of impairment
could include: (i) significant financial difficulty of the issuer or counterparty; or (ii) default or
delinquency in interest or principal payments; or (iii) it becomes probable that the borrower will enter
bankruptcy or financial reorganization.

For certain categories of financial asset, such as receivables, assets that are assessed not to be
impaired individually are, assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include our Company’s and our subsidiaries’ past
experiences of collecting payments, an increase in the number of delayed payments in the portfolio
past the average credit period, as well as observable changes in national or local economic conditions
that correlate with default on receivables.

For financial assets carried at amortized cost, the amount of the impairment is the difference between
the asset’s carrying amount and the present value of estimated future cash flows, discounted at the
financial asset’s original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial
assets with the exception of receivables, where the carrying amount is reduced through the use of an
allowance account. When a receivable is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously written off are credited against the
allowance account. Changes in the carrying amount of the allowance account are recognized in profit
or loss.

When an AFS financial asset is considered to be impaired, cumulative gains previously recognized in
equity are recognized in profit or loss.

With the exception of AFS equity instruments, if, in a subsequent period, the amount of the
impairment |oss decreases, and the decrease can be related objectively to an event occurring after the
impairment was recognized, the previously recognized impairment loss is reversed through profit or
loss to the extent that the carrying amount of the investment at the date the impairment is reversed
does not exceed what the amortized cost would have been had the impairment not been recognized.

In respect of AFS equity investments, impairment |osses previously recognized in profit or loss are not
reversed through profit or loss. Any increase in fair value subsequent to an impairment loss is
recognized directly in other comprehensive income.

Results of Operations

The following table sets forth certain revenue and expense items for our consolidated operations and
for the years indicated therein:

Year ended December 31,

2015 2016 2017

Rp. % @ Rp. % @ Rp. %@ U.S.$®

(Rp. billions and U.S.$ millions, except percentages)

Revenues

Sale of electriCity .....cccoovvvviiiiiiiiiieeees 209,845 76.6 214,140 76.2 246,587 81.9 18,201
Customer connection fees..................... 6,141 2.2 7,052 2.5 7,113 2.4 525
OtherS.....ocviiiieeec e, 1,361 0.5 1,630 0.6 1,595 0.5 118
Total reVeNUES .......covvvvviiieieeeieeen, 217,347 79.4 222,822 78.7 255,295 84.8 18,844
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Year ended December 31,

2015 2016™ 2017®
Rp. %@ Rp. %@ Rp. % U.S.$®
(Rp. billions and U.S.$ millions, except percentages)
Operating expenses
Fuel and lubricants .............ccooevvviiinnnnn. (138,408) (50.5) (109,492) (39.0) (116,948) (38.8) (8,632)
(4,421) (1.6) (59,729) (21.3) (72,427 (24.1) (5,346)
(8,066) (2.9) (6,545) (2.3) (6,592) (2.2) (487)
(21,861) (8.0) (21,227) (7.6) (19,516) (6.5) (1,441)
(20,321) (7.4) (22,660) (8.1) (23,125) (7.7) (1,707)
(25,407) (9.3) (27,512) (9.8) (29,161) (9.7) (2,152
(7,090) (2.6) (7,284) (2.6) (7,707) (2.6) (569)
Total operating exXpenses.................... (225,574) (82.4) (254,450) (90.6) (275,474) (91.5) (20,333)
Operating loss before subsidy ............ (8,227) (3.0) (31,628) (11.3) (20,179) (6.7) (1.490)
Government’s electricity subsidy.......... 56,553 20.6 58,043 20.7 45,738 15.2 3,376
Operating inCome........c..cceivveeviineennns 48,325 17.6 26,415 9.4 25,559 8.5 1,886
Other income — net.......coccoevvveiniinnnnnns 2,437 0.9 1,092 0.4 3,410 1.1 252
Financial income..........cccc.oooiiiiiiinnnnnn. 627 0.2 579 0.2 1,067 0.4 79
Financial CoSt .......ccoovviiiiiiiiiiiiii, (39,977) (14.6) (18,703) (6.7) (18,557) (6.2) (1,370)
Gain (Loss) on foreign exchange —

NEE i (27,326) (10.0) 4,195 15 (2,935) (1.0) (217)
Income (Loss) before tax......c.....cce.. (15,913) (5.8) 13,578 4.8 8,544 2.8 630
Tax benefit (eXpPenses) .......ccccevuvveevnnnn. 21,940 8.0 (5,428) (1.9) (4,116) 1.4 304
Income for theyear.......c..c.ocoeiiieennnn. 6,027 2.2 8,150 2.9 4,428 1.5 327
Income for the year attributable to:
Owners of the Company...........cccceeeee 6,011 2.2 8,114 2.9 4,410 1.5 326
Non-controlling interest ............cccc...... 16 0.0 37 0.0 18 0 0
TOtAl e 6,027 2.2 8,151 2.9 4,428 15 327
Basic earnings per share (in full

Rupiah amount) ..........cccooeieiiiinnes 130,106 0.0 150,009 0.0 50,541 0.0 0

Notes:

1)

Our audited consolidated statements of profit or loss and other comprehensive income for 2016 and 2017 are not directly

comparable to our audited restated consolidated statements of profit or loss and other comprehensive income for 2015
due to a change in accounting policy. In 2016, we ceased applying the provisions of ISFAS 8, in accordance with SFAS
30, applicable to our IPP Power Supply Contracts in accordance with OJK’s Regulation No. 6 and IFAS whereas these

provisions were applied to our IPP Power Supply Contracts in 2014 and 2015. See “— Restatement of Prior Years'
Consolidated Financial Statements,” “— Changes in Accounting Policies,” and “Results of Operations — 2016 and
2015.”

(2)  Expressed as a percentage of total revenues plus the Government’s electricity subsidy.

(3)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been

translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.
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Principal Components of Results of Operations

Revenues

Sale of electricity

Our revenues are principally derived from the sale of electricity.
Customer connection fees

Our customer connection fees are the fees charged for electricity connections and upgrading of
electricity power. We recognize customer connection fees as a part of our revenue after customers have
been successfully connected to our distribution services. Our connection fees are based on, among
other things, the type of customer (such as residential, business, industrial or public), voltage level,
location, site conditions and other installation requirements (such as the need to install a new line).

Others

Our other revenues consist of transformer rental services and other administrative services, as well as
include revenues recognized in respect of the provision of information and telecommunication
services by our subsidiary, PT Indonesia Comnets Plus, to third parties.

Operating Expenses
Fuel and lubricants

Our principal expenses are the purchase of fuel oil, coal, natural gas and geothermal energy. Our
purchases of fuel oil from Pertamina are based on market price (MOPS) plus a margin as negotiated
with Pertamina. Coal, natural gas and geothermal energy costs are based on contractual prices. A
substantial portion of our fuel expenses are denominated in, or linked to, the U.S. dollar. We also
purchase lubricants for our machinery. In 2015, our fuel and lubricants expenses included fuel and
lubricant expenses in respect of our |PP Power Supply Contracts. The IPP Power Supply Contracts
provide for the reimbursement of these expenses by us.

Purchased electricity

Purchased electricity costs are the costs of purchasing electricity from IPPs with whom we have
entered into PPAs. Our purchased electricity costs are generally set out in the PPAs and include both
fixed and variable charges.

Under ISFAS 8, purchased electricity costs are the costs of purchasing excess power from | PP captive
power generators, which primarily generate power for their own internal usage and only sell excess
power on short term basis to us. In addition, purchased electricity costs may also include the costs of
purchasing electricity during the commissioning of an IPP. In 2015, under ISFAS 8, most purchased
electricity expenses are recorded as lease, maintenance, fuel and lubricants expenses, repayments of
lease liabilities and financial cost.

Lease

L ease expenses primarily include the costs of renting generating units and operating lease payments.
Maintenance

M aintenance expenses include routine maintenance charges, labor costs, contractors’ fees and the cost
of procuring parts in connection with major maintenance. In 2015, our maintenance expenses include

maintenance expenses in respect of our PP Power Supply Contracts. The PP Power Supply Contracts
provide for the reimbursement of these maintenance expenses by us.
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Personnel expenses

Personnel expenses includes salaries, allowances, incentives and employee benefits such as pension
and health insurance expenses.

Depreciation

Depreciation includes depreciation expenses in respect of property, plant and equipment, such as
installations and power plants, distribution equipment, transmission equipment, buildings, reservoir
and infrastructure, general equipment, motor vehicles, spare parts and telecommunication and data
processing equipment. In 2015, our depreciation also included depreciation expenses in respect of our
PP Power Supply Contracts which contains a lease.

Others

Our other expenses include various administrative expenses, such as travel, honorarium, meter
reading, billing collection, marketing, insurance and bill printing, among others.

Government’s electricity subsidy

The Government provides us subsidies on the basis that we perform PSOs. Costs covered by the
subsidies are electric power purchases, fuel expenses (such as for fuel oil, natural gas, geothermal,
coal, lubricating oil), maintenance expenses (such as for material), personnel expenses, administration
expenses, depreciation of fixed operational assets and financing costs used for electric power
provision. See “Relationship with the Government — Government as Lender and Provider of
Subsidies.”

Financial income

Financial income refers to income from time deposits and short-term investments and long-term
receivables.

Financial cost

Interest expense and financing charges refer to interest payable on bank loans, two-step loans,
government loans and bonds, expenses due to IPPs for accounts payable and interest on financial
instruments. In 2015, our financial cost included interest payments for financing relating to | PP Power
Supply Contracts, contingent rent payments to certain |PPs and certain margin recovery costs payable
in respect of our IPP Power Supply Contracts.

Other income — net

This line item consists primarily of amounts earned from administrative fees charged from customers
who wish to upgrade their electricity capacity and for other services such as changing the name of
customers for contracts, fees charged for relocation of power lines, administrative penalties charged
for late payments, service income and fees for public light collection services. In addition, this line
item includes honorarium, primarily consisting of fees paid to third parties for maintenance of lines.
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2017 and 2016

The following table sets forth certain revenue and expense items for our consolidated operations for
2016 and 2017. The information should be read in conjunction with our Consolidated Financial
Statements and the notes thereto included elsewhere in this Offering Memorandum.

Revenues

Sale of electriCity ......cccoevvvviiiinniieee,
Customer connection fees
OthersS....ccoviiiieeeee e,

Total reVEeNUES......ccevevveeieiieieeieenns

Operating expenses
Fuel and lubricants

Depreciation
OthersS...cooi e

Total operating expenses..................
Operating loss before subsidy..........
Government’s electricity subsidy........
Operating inCome..........ccvvveiinieeenns
Other income — net ...,

Financial income ............occoovevviieinnnnns
Financial CoSt .......occcvveviiiiiiiiiiiiiiins
Gain (Loss) on foreign exchange —

Tax benefit (eXPeNnses) ..........cccvvvvnnee

Income for the year .........ccccoeeeeeennnn.

Notes:

(1) Expressed as a percentage of total revenues plus the Government’s electricity subsidy.

Year ended December 31,

2016 2017
Actual
Rp. % Rp %M U.s.$®
(Rp. billions and U.S.$ millions, except percentages)

214,140 76.2 246,587 81.9 18,201
7,052 2.5 7,113 2.4 525
1,630 0.6 1,595 0.5 118

222,822 78.7 255,295 84.8 18,844

(109,492) (39.0) (116,948) (38.8) (8,632)

(59,729) (21.3) (72,427) (24.1) (5,346)
(6,545) (2.3) (6,592) (2.2) (487)

(21,227) (7.6) (19,516) (6.5) (1,441)

(22,660) (8.1) (23,125) (7.7) (1,707)

(27,512) (9.8) (29,161) 9.7 (2,152)
(7,284) (2.6) (7,707) (2.6) (569)

(254,450) (90.6)  (275,474) (91.5) (20,333)

(31,628) (11.3) (20,179) (6.7) (1,490)

58,043 21.3 45,738 15.2 3,376
26,415 10.2 25,559 8.5 1,886
1,092 0.4 3,410 1.1 252
579 0.2 1,067 0.4 79

(18,703) (6.7) (18,557) (6.2) (1,370)

4,195 1.5 (2,935) (1.0) (217)
13,578 5.6 8,544 2.8 630
(5,428) (1.9) (4,116) (1.4) (304)

8,150 3.7 4,428 1.5 327

(2)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.

Total Revenue

Our total revenue increased by Rp.32,473 billion (or 14.6%) to Rp.255,295 hillion in 2017, from
Rp.222,822 billion in 2016. This increase was primarily due to an increase in the sale of electricity,

as described below.



Sale of electricity

Our sale of electricity increased by Rp.32,447 billion (or 15.2%) to Rp.246,587 billion in 2017, from
Rp.214,140 bhillion in 2016. This increase was primarily due to a 5.9% increase in the number of our
customers, to 68.1 million in 2017 from 64.3 million in 2016, and a 3.3% increase in volume of
electricity sold to 223,134 GWh in 2017 from 216,004 GWh in 2016.

Customer connection fees

Our customer connection fees increased by Rp.61 billion (or 0.9%) to Rp.7,113 billion in 2017, from
Rp.7,052 billion in 2016. This increase was primarily due to an increase in the number of new
customers and an increase in fees from upgrading the voltage of our existing customers.

Others

Other revenues decreased by Rp.35 billion (or 2.2%) to Rp.1,595 billion in 2017, from Rp.1,630
billion in 2016, primarily due to decreased revenue generated from the rendering of other services by
our Company such as the rental fees for transformers and temporary connection fees.

Operating Expenses

Our total operating expenses increased by Rp.21,024 billion (or 8.3%) to Rp.275,474 billion in 2017,
from Rp.254,450 billion in 2016. This increase was mainly due to the increase in electricity purchased
and of fuel and lubricant expenses.

Fuel and lubricants

Our fuel and lubricants expenses increased by Rp.7,455 billion (or 6.8%) to Rp.116,948 billion in
2017, from Rp.109,492 billion in 2016. This increase was mainly due to the higher volume of coal
purchase combined with an increase of Indonesian coal price to U.S.$85.9 per ton in 2017 compared
to U.S.$61.8 per ton in 2016 which resulted in coal expense increasing by Rp.11,514 (or 37.3%) to
Rp.42,416 billion in 2017, from Rp.30,901 billion in 2016.

Purchased electricity

Our purchased electricity increased by Rp.12,697 billion (or 21.3%) to Rp.72,427 billion in 2017,
from Rp.59,729 billion in 2016. This increase resulted from our increased purchases of electricity
generated by certain | PPs as contractually required pursuant to applicable PPAs. The aggregate amount
of excess electricity that we purchased pursuant to these agreements increased in 2017.

Lease

Our lease expense increased by Rp.47 billion (or 0.7%) to Rp.6,592 billion in 2017, from Rp.6,545
billion in 2016. This increase was primarily due to fewer rentals of generator units.

Maintenance

Our maintenance expenses decreased by Rp.1,711 billion (or 8.1%), to Rp.19,516 billion in 2017, from
Rp.21,227 billion in 2016. This decrease was primarily due to increased efficiency in our maintenance
expenses as we improved our periodic maintenance schedule.

Personnel

Our personnel expenses increased by Rp.465 billion (or 2.1%) to Rp.23,125 billion in 2017, from
Rp.22,660 billion in 2016. This increase was primarily due to higher salaries, bonuses, incentive

payments and allowances in particular due to an increase in headcount in connection with the
implementation of the 35,000 MW Program.
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Depreciation

Our depreciation expenses increased by Rp.1,649 billion (or 6.0%) to Rp.29,161 billion in 2017, from
Rp.27,512 billion in 2016. This increase was primarily due to incremental depreciation expenses
related to an increase in the value of the fixed assets arising from the asset reval uation exercise carried
out at the end of 2015 and additions of fixed assets acquired in 2017.

Others

Other operating expenses increased by Rp.423 billion (or 5.8%) to Rp.7,707 billion in 2017, from
Rp.7,284 bhillion in 2016. This increase was primarily due to increased travel expenses, meter reading
expenses, electricity, gas, electricity and water consumption, postage, billing collection, customer
maintenance and information technology expenses. The increases in meter reading expenses, hilling
collection and customer maintenance were mainly due to the increased number of customers while the
higher travel expenses were due to an increase in the number of employees.

Government’s Electricity Subsidy

In 2017, we recognized Rp.45,738 hillion as revenue from Government electricity subsidies, a
decrease of Rp.12,305 billion (or 21.2%) from Rp.58,043 billion recognized as revenue in 2016. This
decrease resulted from a decrease in the number of customers that were eligible for subsidies
following a survey by the national team for the acceleration of poverty reduction (TNP2K).

Operating Income

Our operating income decreased by Rp.856 hillion (or 3.2%) to Rp.25,559 billion in 2017, from
Rp.26,415 billion in 2016. This decrease was primarily due to the decrease in subsidy amount which
was caused by some customers already moving to automatic tariff adjustment.

Financial income

Our financial income increased by Rp.488 billion (or 84.4%) to Rp.1,067 billion in 2017, from Rp.579
billion in 2016, primarily due to an increase in average balance of cash and cash equivalent and a
decrease in the interest rate of U.S. dollar time deposits which were partially offset by an increase in
the interest rate of Rupiah time deposits.

Financial cost

Our financial cost decreased by Rp.146 billion (or 0.8%) to Rp.18,557 billion in 2017, from Rp.18,703
billion in 2016. This decrease was primarily due to a decrease in Government loans and non-bank
government financial institution loans, lease liabilities, electricity purchase payable and lower
coupons for bonds payable maturing in 2017 compared to 2016. Further, most of the new debt that we
incurred in 2017 was used for capital expenditures which permits us to capitalize most of the financial
cost until the related projects become operational.

Other income — net

Our other net income increased by Rp.2,318 billion (or 212.2%) to Rp.3,410 billion in 2017, from
Rp.1,092 billion in 2016. This increase was primarily due to adjustments to the book value of certain
operating assets due to a change in technology and related obsolescence and a decrease in the equity
in net income in associates and joint ventures.

Gain/(loss) on foreign exchange — net
We recognized a loss on foreign exchange of Rp.2,935 billion in 2017, as compared to a gain of

Rp.4,195 billion in 2016. Thislossin 2017 was primarily due to the depreciation of the Rupiah against
the U.S. dollar, Euro and Japanese Yen.
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Income/(loss) before tax

As a result of the foregoing, our income before tax decreased by Rp.5,034 billion (or 37.1%) to
Rp.8,544 billion in 2017, from income before tax of Rp.13,578 billion in 2016.

Tax expense

Our tax expense decreased by Rp.1,312 billion (or 24.2%) to Rp.4,116 billion in 2017, from Rp.5,428
billion in 2016. The decrease in tax expense in 2017 was primarily due to a significant decrease in
deferred tax benefit in 2016 which was primarily due to deferred tax expenses incurred of Rp.3,731
billion for 2017 compared to deferred tax benefit of Rp.5,164 billion for 2016. The deferred tax
expense for 2016 primarily reflected the effect of the increase in value of fixed assets following the
revaluation exercise carried out at the end of 2015 and also the method of depreciation used.

Income for the year

As a result of the foregoing, our income for the year decreased by Rp.3,722 billion (or 45.7%) to
Rp.4,428 billion in 2017, from Rp.8,150 billion in 2016.

2016 and 2015
See “Presentation of Financial Information” “— Changes in Accounting Policies” and “— Restatement
of Prior Years' Consolidated Financial Statements.”

As described above, following the issuance of Regulation No. 6 “Accounting Treatment of
Transactions Based on Power and Sale Purchase Agreement,” we have changed our accounting policy
and ceased to apply the provisions of ISFAS 8 effective from January 1, 2016. However, the
consolidated financial statements as of and for the year ended December 31, 2015 apply the provisions
of ISFAS 8 in accordance with IFAS. As a result, our consolidated financial statements as of and for
the year ended December 31, 2016 are not directly comparable to our restated consolidated financial
statements as of and for the year ended December 31, 2015. See also “Presentation of Financial
Information” and “— Changes in Accounting Policies.”

In particular, the application of ISFAS 8 in 2015 resulted in a significant portion of our PP Power
Supply Contracts to be treated as finance leases. As a result, a significant portion of expenses which
would have been recorded under “purchased electricity” had ISFAS 8 not been applied, was recorded
as expenses under “fuel and lubricants”, “leases”, “maintenance”, “depreciation” and “financial cost.”

Solely for the convenience of the reader and to enhance the comparability of the financial information
discussed in this Offering Memorandum, we also discuss certain financial information that excludes
the effects of applying ISFAS 8 to our IPP Power Supply Contracts in 2015 in order to provide
additional information, on an illustrative basis, when comparing to financial information for 2016,
which under Regulation No. 6 also excludes the effects of applying ISFAS 8 to our |PP Power Supply
Contracts. Such adjusted 2015 financial information is not directly comparable to our restated
consolidated financial statements as of and for the year ended December 31, 2015 which were
prepared in accordance with IFAS and applied the provisions of ISFAS 8. The 2015 financial
information that excludes the effects of ISFAS 8 is neither audited nor reviewed and is not based on
IFAS or any generally accepted accounting principles. KAP Tanudiredja, Wibisana, Rintis & Rekan (a
member of the PricewaterhouseCoopers network of firms) were not engaged to audit, review or apply
any procedures on this financial information. Accordingly, prospective investors should not rely on
this 2015 financial information that excludes the effects of ISFAS 8 as if it had been audited or
reviewed by our independent public accountants, or prepared in full compliance with IFAS. The
as-adjusted information has not been audited and has been presented solely for convenience to enhance
the comparability of our results of operations for 2015 and 2016. The information should be read in
conjunction with our Consolidated Financial Statements and the notes thereto included elsewhere in
this Offering Memorandum.
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The following table sets forth certain revenue and expense items for our consolidated operations for
2015 and 2016. The 2015 information has been presented (i) on an actual basis as set forth in our 2015
audited consolidated financial statements and (ii) as adjusted to present such information as if our
financial statements had been prepared without applying the provisions of ISFAS 8 to our | PP Power
Supply Contracts. The as adjusted information has been presented solely for convenience to enhance
the comparability of our results of operations for 2015 and 2016. The information should be read in
conjunction with our Consolidated Financial Statements and the notes thereto included elsewhere in
this Offering Memorandum.

Year ended December 31,

2015 2016
Adjusted
Actual (unaudited)
Rp. %W Rp. %W Rp. % W U.S.$@

(Rp. billions and U.S.$ millions, except percentages)

Revenues

Sale of electriCity ..ocoeevveeeeeeiiiiiiiieeeen, 209,845 76.6 209,845 76.6 214,140 76.2 15,938
Customer connection fees..................... 6,141 2.2 6,141 2.2 7,052 2.5 525
OtherS...uueiiii e 1,361 0.5 1,361 0.5 1,630 0.6 121
Total revenues .........cccvvvviiiiiieeeeiienns 217,347 79.4 217,347 79.4 222,822 78.7 16,584
Operating expenses

Fuel and lubricants .............cccoevvviiinnnnn. (138,408) (50.5) (120,587) (44.0) (109,492) (39.0) (8,149)
Purchased electriCity ...........ccoevvvvvvinnnnn. (4,421) (1.6) (51,691) (18.9) (59,729) (21.3) (4,445)
LeASE...ciiiiiiiii e (8,066) (2.9) (7,561) (2.8) (6,545) (2.3) (487)
Maintenance...........coouvvviiiineeeiiiiiiiinn, (21,861) (8.0) (17,593) (6.4) (21,227) (7.6) (1,580)
Personnel .........ooooeviiiiiiiii e, (20,321) (7.4) (20,321) (7.4) (22,660) (8.1) (1,687)
Depreciation .........ccoeeeveiiiieeeeeeiiiiinnnnn (25,407) (9.3) (21,419 (7.8) (27,512) (9.8) (2,048)
OtherS. e (7,090) (2.6) (7,090) (2.6) (7,284) (2.6) (542)
Total operating expenses.................... (225,574) (82.4) (246,262) (89.9) (254,450) (90.6) (18,938)
Operating loss before subsidy ............ (8,227) (3.0) (28,915) (10.6) (31,628) (11.3) (2,354)
Government'’s electricity subsidy.......... 56,553 20.6 56,553 20.6 58,043 20.7 4,498
Operating inCome........c..ccevveeeiiinneennns 48,325 17.6 27,637 10.1 26,415 9.4 2,145
Other income — net.........ccccoiviiiiineen. 2,437 0.9 2,437 0.9 1,092 0.4 81
Financial income..........cccc.oooiiiiiiennnnnn. 627 0.2 627 0.2 579 0.2 43
Financial cost ..........cccvieiiiieeiiiiiiiinnnn. (39,977) (14.6) (17,536) (6.4) (18,703) (6.7) (1,392)
Gain (Loss) on foreign exchange —

NEE e (27,326) (10.0) (16,230) (5.9) 4,195 15 312
Income (Loss) before tax...........c.oooeee (15,913) (5.8) (3,064) (1.1) 13,578 4.8 1,189
Tax benefit (eXPenses) .........cceevvveeennnn. 21,940 8.0 18,649 6.8  (5,428) (1.9) (404)
Income for theyear.........cc.oooeiiennnnnn. 6,027 2.2 15,585 5.7 8,150 29 785
Notes:

(1) Expressed as a percentage of total revenues plus the Government’s electricity subsidy.

(2)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2016 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,436 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.
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Total Revenue

Our total revenue increased by Rp.5,475 billion (or 2.5%) to Rp.222,822 billion in 2016, from
Rp.217,347 billion in 2015. This increase was primarily due to an increase in sale of electricity, as
described below.

Sale of electricity

Our sale of electricity increased by Rp.4,295 billion (or 2.0%) to Rp.214,140 billion in 2016, from
Rp.209,845 billion in 2015. This increase was primarily due to a 5.1% increase in the number of our
customers, to 64.3 million in 2016 from 61.2 million in 2015, and a 6.2% increase in volume of
electricity sold to 215,446 GWh in 2016 from 202,846 GWh in 2015.

Based on Rp. value, sale of electricity to households, industry and businesses increased by 2.4%
principally due to increased volumes of electricity sold. This increase in volumes was primarily due
to incentives and governmental assistance to business and industrial customersin the form of reduced
tariffs from 11.00p.m. to 8.00a.m. and a deferred payment scheme for industrial and business
customers that operate in labor-intensive sectors which have been negatively impacted by challenging
macro-economic conditions. The overall improvement of the Indonesian macro-economic environment
in 2016 also contributed to increased activity levels and, consequently, consumption of electricity.
This increase was only partially offset by a 5.6% decrease in sale of electricity to other state owned
enterprises in 2016. This decrease in sale of electricity to state owned enterprises resulted from
reduced business expansion in certain sectors such as mining, cement, mining and manufacturing,
reflecting in part a challenging macro-economic environment and the successful implementation of
cost-saving programs by state owned enterprises.

Customer connection fees

Our customer connection fees increased by Rp.911 billion (or 14.8%) to Rp.7,052 billion in 2016,
from Rp.6,141 billion in 2015. This increase was primarily due to a higher number of customers, in
particular in customer groups with respect to which we charge higher connection fees.

Others

Other revenues increased by Rp.269 billion (or 19.8%) to Rp.1,630 billion in 2016, as compared to
Rp.1,361 billion in 2015, primarily due to increased revenue received from our subsidiary PT
Indonesia Comments Plus in connection with their providing of information and communication
technology services to third parties and revenue generated by the rendering of other services by our
Company.

Operating Expenses

Our total operating expenses increased by Rp.28,876 billion (or 12.8%) to Rp.254,450 billion in 2016,
from Rp.225,574 billion in 2015. This increase was primarily due to the change of accounting policy
and the disapplication of ISFAS 8 to our IPP Power Supply Contracts in preparing our consolidated
financial statements for the year ended December 31, 2016. See “ — Restatement of Prior Years’
Consolidated Financial Statements” and “— Changes in Accounting Policies.”

Had ISFAS 8 not been applied to our | PP Power Supply Contractsin 2015, our total operating expenses
would have increased by Rp.8,188 billion (or 3.3%) to Rp.254,450 billion in 2016 from Rp.246,262
billion (non-GAAP) in 2015. This increase was primarily due to increases in expenses from purchased
electricity, depreciation and maintenance, partially offset by a decrease in fuel and lubricants
expenses, and leases, as described below.
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Fuel and lubricants

Our fuel and lubricants expenses decreased by Rp.28,916 billion (or 20.9%) to Rp.109,492 billion in
2016, from Rp.138,408 billion in 2015. This decrease was primarily due to recognition of significantly
higher fuel and lubricants expenses in 2015 due to the application of ISFAS 8 to our | PP Power Supply
Contracts which contained a lease. Pursuant to ISFAS 8, fuel and lubricants expenses include fuel and
lubricants expenses in respect of our IPP Power Supply Contracts since our IPP Power Supply
Contracts provide for the reimbursement of these expenses by us.

Had ISFAS 8 not been applied to our IPP Power Supply Contracts in 2015, our fuel and lubricants
expenses would have decreased by Rp.11,095 billion (or 9.2%) to Rp.109,492 billion in 2016 from
Rp.120,587 hillion (non-GAAP) in 2015. This decrease was primarily due to decreases in solar
high-speed diesel oil expenses and coal expenses in 2016, partially offset by an increase in natural gas
expenses.

The decrease in solar high-speed diesel oil in 2016 was primarily due to a decrease in the international
market average selling prices of fuel oils to Rp.5,154.4 per liter in 2016 compared to Rp.6,568.5 per
liter in 2015. In addition, we successfully implemented our strategy of reducing the use of oil fuels
by using cheaper alternatives, which resulted in a reduced use of oil fuels in 2015. The ratio of oil
fuels used in electricity generation also decreased in 2016. These positive factors also benefited from
the appreciation of the Rupiah against the U.S. dollar in 2016.

The increase in natural gas expenses in 2016 was primarily due to increased volume of natural gas
used in our power plants.

Our coal expenses decreased in 2016, primarily as a result of a decrease in average purchased prices
of coal to Rp.611.2 per kg in 2016 compared to Rp.662.5 per kg in 2015.

Purchased electricity

Our purchased electricity increased by Rp.55,308 billion (or 1,251.0%) to Rp.59,729 billion in 2016,
from Rp.4,421 billion in 2015. This increase was primarily due to recognition of significantly lower
purchased electricity expenses in 2015 due to the application of ISFAS 8 to our |IPP Power Supply
Contracts which contained a lease.

Had ISFAS 8 not been applied in 2015, our purchased electricity expenses would have increased by
Rp.8,038 billion (or 15.5%) to Rp.59,729 billion in 2016 from Rp.51,691 billion (non-GAAP) in 2015.
This increase resulted from our purchase of excess electricity generated by certain IPPs as
contractually required pursuant to applicable PPASs; the aggregate amount of excess electricity we
purchased pursuant to these agreements increased in 2016, compared to 2015.

Lease

Our lease expense decreased by Rp.1,521 billion (or 18.9%) to Rp.6,545 billion in 2016, from
Rp.8,066 billion in 2015. This decrease was primarily due to fewer rentals of generator units and
recognition of higher lease expenses in 2015 due to the application of ISFAS 8 to our IPP Power
Supply Contracts which contained a lease.

Had ISFAS 8 not been applied in 2015, our lease expenses would have decreased by Rp.1,016 billion
(or 13.4%) to Rp.6,545 hillion in 2016 from Rp.7,561 billion (non-GAAP) in 2015. This decrease was
primarily due to fewer rentals of generator units and reflected our management’s policy to reduce this
type of lease expenses.
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Maintenance

Our maintenance expenses decreased by Rp.634 billion (or 2.9%), to Rp.21,227 billion in 2016, from
Rp.21,861 billion in 2015. This decrease was primarily due to recognition of higher maintenance
expenses in 2015 due to the application of ISFAS 8 to our IPP Power Supply Contracts which
contained a lease.

Had ISFAS 8 not been applied in 2015, our maintenance expenses would have increased by Rp.3,634
billion (or 20.7%) to Rp.21,227 billion in 2016 from Rp.17,593 billion (non-GAAP) in 2015. This
increase primarily resulted from the maintenance of additional fixed assets acquired in connection
with more numerous customers and an expanded network infrastructure, and higher general costs.

Personnel

Our personnel expenses increased by Rp.2,339 billion (or 11.5%) to Rp.22,660 billion in 2016, from
Rp.20,321 billion in 2015. This increase was primarily due to higher salaries, bonuses, incentive
payments and allowances in particular due to an increase in headcount in connection with the
implementation of the 35,000 MW Program. Our personnel expenses were not impacted by the
application in 2015 of ISFAS 8 to our PPAs and ESCs with IPPs which contained a lease.

Depreciation

Our depreciation expenses increased by Rp.2,105 billion (or 8.3%) to Rp.27,512 billion in 2016, from
Rp.25,407 billion in 2015. This increase was primarily due to incremental depreciation expenses
related to an increase in the value of the fixed assets arising from the asset reval uation exercise carried
out at the end of 2015 and additions of fixed assets acquired in 2016 which were partially offset by
the cessation of applying ISFAS 8 to our IPP Power Supply Contracts in 2016 since pursuant to
Regulation 6, our depreciation expenses included depreciation expenses relating to certain of our |PP
Power Supply Contracts which were not recorded as depreciation expenses in 2016.

Had ISFAS 8 not been applied to our PP Power Supply Contracts in 2015, our depreciation expenses
would have increased by Rp.6,093 billion (or 28.4%) to Rp.27,512 billion in 2016 from Rp.21,419
billion (non-GAAP) in 2015. This increase primarily resulted from incremental depreciation expenses
related to an increase in the value of the fixed assets as a result of assets revaluation carried out at
the end of 2015 and addition of the fixed assets acquired in 2016, in particular PLTU Tanjung
awar-awar and PLTU Adipala.

Others

Other operating expenses increased by Rp.194 billion (or 2.7%) to Rp.7,284 billion in 2016, from
Rp.7,090 billion in 2015. This increase was primarily due to increased travel expenses, meter reading
expenses, electricity, gas, electricity and water consumption, postage, billing collection, customer
maintenance and information technology expenses. Our other operating expenses were not impacted
by the application in 2015 of ISFAS 8 to our |IPP Power Supply Contracts.

Government’s Electricity Subsidy

In 2016, we recognized Rp.58,043 billion as revenue from Government electricity subsidies, an
increase of Rp.1,491 billion (or 2.6%) from Rp.56,553 billion recognized as revenue in 2015. This
increase was primarily due to an increase in the volume of electricity sold for subsidized customers
in 2016 and an increase in the difference between electricity tariff and cost of supply for subsidized
customers (a difference that the Government seek to compensate).
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Operating I ncome

As a result of the foregoing and primarily due to the change in accounting policy relating to the
cessation of the application of ISFAS 8 to our IPP Power Supply Contracts in 2016, our operating
income decreased by Rp.21,910 billion (or 45.3%) to Rp.26,415 billion in 2016, from Rp.48,325
billion in 2015.

Had ISFA'S 8 not been applied to our | PP Power Supply Contractsin 2015, our operating income would
have increased by Rp.1,177 billion (or 4.3%) to Rp.28,814 billion in 2016 from Rp.27,637 billion
(non-GAAP) in 2015.

Financial income

Our financial income decreased by Rp.48 billion (or 7.7%) to Rp.579 billion in 2016, from Rp.627
billion in 2015, primarily due to a decrease in average balance of cash and cash equivalent and a
decrease in interest rate of U.S. dollar time deposits which were partially offset by an increase in
interest rate of Rupiah time deposits.

Financial cost

Our financial cost decreased by Rp.21,274 billion (or 53.2%) to Rp.18,703 billion in 2016, from
Rp.39,977 billion in 2015. This decrease primarily reflected higher financial costs in 2015 due to the
application of ISFAS 8 to our IPP Power Supply Contracts in 2015. Application of ISFAS 8 caused us
to recognize related interest payments from lease obligations arising from our IPP Power Supply
Contracts which contains a lease as financial costs.

Had ISFAS 8 not been applied to our IPP Power Supply Contracts in 2015, our financial cost would
have increased by Rp.1,167 billion (or 6.7%) to Rp.18,703 billion in 2016 from Rp.17,536 bhillion
(non-GAAP) in 2015. This increase was primarily due to increased interest payments on bank loans
reflecting increased loan balances (for financing our capital expenditures).

Other income — net

Our other net income decreased by Rp.1,345 billion (or 55.2%) to Rp.1,092 billion in 2016, from
Rp.2,437 billion in 2015. This decrease was primarily due to adjustments to the book value of certain
operating assets due to a change in technology and related obsolescence and a decrease in the equity
in net income in associates and joint ventures. Our other income was not impacted by the application
in 2015 of ISFAS 8.

Gain/(loss) on foreign exchange — net

We recognized a gain on foreign exchange of Rp.4,195 billion in 2016, as compared to a loss of
Rp.27,326 billion in 2015. This gain in 2016 was primarily due to the appreciation of the Rupiah
against the U.S. dollar and Euro, which was partially offset by the depreciation of Rupiah against the
Japanese Yen in 2016.

Had ISFAS 8 not been applied to our IPP Power Supply Contracts in 2015, our foreign exchange loss
would have been Rp.16,230 million (non-GAAP) in 2015. The higher foreign exchange |oss recorded
in 2015 after application of ISFAS 8 primarily reflected foreign exchange losses on the portion of
lease obligations we had entered PP Power Supply Contracts which are considered finance |leases
pursuant to ISFAS 8 and denominated in currency other than Rupiah.

Income/(loss) before tax
As aresult of the foregoing, our income before tax was Rp.13,578 billion in 2016, as compared to a

loss before tax of Rp.15,913 billion in 2015.
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Had ISFAS 8 not been applied to our PP Power Supply Contracts in 2015, our loss before tax would
have been Rp.3,064 billion (non-GAAP) in 2015 compared to income before tax of Rp.15,976 bhillion
in 2016.

Tax expense

We recognized a tax expense of Rp.5,428 billion in 2016, as compared to a tax benefit of Rp.21,940
billion in 2015. The tax expense in 2016 primarily resulted from a significant decrease in deferred tax
benefit in 2016 which was primarily due to deferred tax expenses incurred of Rp5,164 billion for 2016
compared to deferred tax benefit of Rp.23,297 billion for 2015. The deferred tax expense for 2016
primarily reflected the effect of the increase in value of fixed assets following the revaluation exercise
carried out at the end of 2015.

Had ISFAS 8 not been applied to our IPP Power Supply Contracts in 2015, our tax benefit would have
been Rp.18,649 billion (non-GAAP) in 2015. This lower tax benefit in 2015 reflects the exclusion of
tax benefits related to deferred taxes in connection with the exclusion of purchases of electricity under
our IPP Power Supply Contracts in 2015 which would be recorded as tax benefit pursuant to ISFAS
8.

Income for the year

As a result of the foregoing, our income for the year increased by Rp.2,124 bhillion (or 35.2%) to
Rp.8,150 billion in 2016, from Rp.6,027 billion in 2015.

Had ISFAS 8 not been applied to our IPP Power Supply Contracts in 2015, our income for the year
would have decreased by Rp.5,036 billion (or 32.3%) to Rp.10,549 billion in 2016 from Rp.15,585
billion (non-GAAP) in 2015.

Liquidity and Capital Resources

We fund our short-term working capital requirements through cash flow from operating activities,
government subsidies, working capital facilities and short-term borrowings such as a revolving credit
facility. As of December 31, 2015, 2016 and 2017, we had cash and cash equivalents of Rp.23,596
billion, and Rp.41,909 billion, and Rp.42,292 billion, respectively.

We believe that cash generated from our operating activities and government subsidies will be
sufficient to finance our working capital needs for the next 12 months.

Cash Flows

The following table sets forth a condensed summary of our consolidated statements of cash flows for
the financial years indicated therein:

Year ended December 31,

2015 2016W 2017

Rp. Rp. Rp. U.S.$®@

(Rp. billions and U.S.$ millions)

Net cash provided by operating activities................. 37,289 29,588 56,844 4,196
Net cash used in investing activities........c....cc......... (38,297) (54,800) (87,108) (6,430)
Net cash provided from/(used in) financing

ACHIVITIES vttt (2,870) 43,595 30,610 2,259
Net increase/(decrease) in cash and cash

EOUIVAIBNES ... (3,878) 18,383 345 26
Effect of foreign exchange differences from cash

and cash equivalents..........ccccvvviiiiiieeiiiiii 363 (70) 38 3
Cash and cash equivalents at beginning of year ....... 27,112 23,596 41,909 3,093
Cash and cash equivalents at end of year................. 23,596 41,909 42,292 3,122
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Notes:

(1)  Our audited consolidated statements of cash flows for 2016 and 2017 are not directly comparable to our audited restated
consolidated statements of cash flows for 2015 due to a change in accounting policy. In 2016, we ceased applying ISFAS
8, in accordance with SFAS 30, to our | PP Power Supply Contracts in accordance with OJK’s Regulation No. 6 and IFAS
whereas we applied ISFAS 8 to our |PP Power Supply Contracts in 2014 and 2015. See “— Restatement of Prior Years'
Consolidated Financial Statements” and “— Changes in Accounting Policies.” This change in accounting policy more
specifically impacted the following line-items in our audited consolidated statements of cash flows for 2016: (i) cash paid
to suppliers, (ii) interest expense paid, (iii) payments of electricity purchase payable, and (iv) payments of lease
liabilities. As aresult, amounts of net cash provided by operating activities and net cash used in financing activities are
not directly comparable in the above table. See “ — Restatement of Prior Years Consolidated Financial Statements” and
Note 56 to our consolidated financial statements as of and for the year ended December 31, 2016 included elsewhere in
this Offering Memorandum for further details on the impact of ISFAS 8 on our audited consolidated statements of cash
flows.

(2)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.

Net cash provided by operating activities, including Government electricity subsidy, has been our
primary source of liquidity from January 1, 2015 to December 31, 2017. Our main uses of funds have
been to pay for our working capital requirements and to pay for capital expenditures related to
establishing additional electricity generating plants and developing our transmission and distribution
network. Our cash expenditures include the expenses from general and administrative expenses,
servicing and repayment of loans from foreign quasi-governmental institutions, Rupiah-denominated
bonds and two-step loans. As of the date of this Offering Memorandum, our internally generated cash
flow, subsidies and borrowings under our loan facilities and corporate bonds are sufficient to fund our
operations and meet our working capital requirements.

We re-evaluate our capital requirements regularly in light of our cash flow from operations,
Government subsidies, the progress of our expansion plans and market conditions. To the extent that
we do not generate sufficient cash flow from our operations, and depending on market conditions, we
may have to rely on other financing activities and obtain additional debt or equity financing.

Cash Flows from Operating Activities

Our audited consolidated statements of cash flows for 2016 and 2017 are not directly comparable to
our audited restated consolidated statements of cash flows for 2015 because we ceased applying | SFAS
8 to our IPP Power Supply Contracts in accordance with OJK’s Regulation No. 6 in 2016 whereas we
applied ISFAS 8 to our IPP Power Supply Contracts in 2015. See “— Changes in Accounting
Policies.” This change in accounting policy directly impacted our cash paid to suppliers and interest
expense paid accounts. As a result, amounts of net cash provided by operating activities in 2016 and
2017 are not directly comparable with amounts of net cash provided by operating activities in 2015
in the below discussion. See “ — Restatement of Prior Years' Consolidated Financial Statements” and
Note 56 to our consolidated financial statements as of and for the year ended December 31, 2016 for
further details on the impact of ISFAS 8 on our audited consolidated statements of cash flows.

Our net cash provided by operating activities in 2017 was Rp.56,844 billion and primarily resulted
from cash receipts from customers of Rp.257,337 billion in connection with our sale of electricity and
the Government’s electricity subsidy of Rp.50,595 hillion. These cash inflows were partially offset by
payments to suppliers of Rp.207,558 billion, payments of salaries to employees of Rp.21,207 billion,
interest expense paid of Rp.17,894 bhillion relating to our outstanding debt, and income tax in the
amount of Rp.6,219 billion.
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Our net cash provided by operating activities in 2016 was Rp.29,588 billion and primarily resulted
from cash receipts from customers of Rp.220,970 billion in connection with our sale of electricity and
the Government’s electricity subsidy of Rp.49,568 billion. These cash inflows were partially offset by
payments to suppliers of Rp.200,943 billion, payments of salaries to employees of Rp.20,371 billion,
interest expense paid of Rp.18,286 bhillion relating to our outstanding debt, and income tax in the
amount of Rp.1,928 billion.

Our net cash provided by operating activities in 2015 was Rp.37,289 billion and primarily resulted
from cash receipts from customers of Rp219,257 billion in connection with our sale of electricity, the
Government’s electricity subsidy of Rp.55,332 hillion, and income tax restitution of Rp.2,258 billion
related to overpayments of tax in 2013 and 2009. These cash inflows were partially offset by payments
to suppliers of Rp.178,050 billion, payments of salaries to employees of Rp.17,326 billion, interest
expense paid of Rp.37,709 billion relating to our outstanding debt, and income tax in the amount of
Rp.3,790 billion.

Cash Flows Used in Investing Activities

Our net cash used in investing activities in 2017 was Rp.87,108 billion and primarily resulted from
the acquisition of property, plant and equipment of Rp.85,211 billion in connection with projects
pursuant to our Fast Track Programs (such as our Sarulla geothermal power plant in North Sumatra,
Bangkanai gas engine power plant in Central Kalimantan and Punagaya steam turbine power plant in
South Sulawesi and various transmission lines) and the investments in associates and joint ventures
of Rp.2,017 billion. As a part of our business strategy to increase our overall capacity, we established
several joint ventures with IPPs, such as PT Rekind Daya Mamuju, PT Indoraya Tenaga, PT Shenhua
Guohua Pembangkit Jawa Bali, PT GCL Indotenaga and PT North Sumatera Hydro Energy in 2017.
These joint ventures have been formed for the development of power plant projects with various | PPs.
These cash outflows where partially offset by the withdrawal from placement of restricted cash with
banks and time deposits of Rp.245 hillion in short-term investments, and dividends received from
associates and joint ventures of Rp.242 billion.

Our net cash used in investing activities in 2016 was Rp.54,800 billion and primarily resulted from
the acquisition of property, plant and equipment of Rp.55,801 billion in connection with projects
pursuant to our Fast Track Programs (such as our Adipala power plant (“PLTU 2 Adipala’) in Central
Java, Tanjung Awar-awar power plant in East Java (“PLTU 3 Tanjung Awar-awar”) and Balikpapan
power plant in East Kalimantan, and various transmission lines) and the acquisition of investmentsin
associates and joint ventures of Rp.382 billion. As a part of our business strategy to increase our
overall capacity, we established several joint ventures with IPPs, such as PT Shenhua Guohua
Pembangkit Jawa Bali, PT GCL Indotenaga and PT Guohua Taidian Pembangkit Jawa Bali in 2016.
These joint ventures have been formed for the development of power plant projects with various | PPs.
These cash outflows where partially offset by the withdrawal from placement of restricted cash with
banks and time deposits of Rp.1,369 billion in short-term investments, and dividends received from
associates and joint ventures of Rp.208 billion.

Our net cash used in investing activities in 2015 was Rp.38,297 billion and primarily resulted from
the acquisition of property, plant and equipment of Rp.36,365 billion in connection with projects
pursuant to our Fast Track Programs (such as PLTU 2 Adipala in Central Java, PLTU 3 Tanjung
Awar-awar in East Java and Teluk Balikpapan power plant in East Kalimantan, and various
transmission lines), and the placement of Rp.2,133 billion in restricted cash in banks and time deposits
in relation to lease instalments and gas purchases. These cash outflows were partially offset by
dividends received from associates and joint ventures of Rp.161 billion.
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Cash Flows Provided from/ (used in) Financing Activities

Our audited consolidated statements of cash flows for 2016 and 2017 are not directly comparable to
our audited restated consolidated statements of cash flows for 2015 because we ceased applying | SFAS
8 to our IPP Power Supply Contracts in accordance with OJK’s Regulation No. 6 in 2016 whereas we
applied ISFAS 8 to our IPP Power Supply Contracts in 2015. See “— Changes in Accounting
Policies.” This change in accounting policy directly impacted our payments of electricity purchase
payable and payments of lease liabilities accounts. As a result, amounts of net cash used in financing
activities in 2016 and 2017 are not directly comparable with amounts of net cash used in financing
activitiesin 2015 in the below discussion. See “* — Restatement of Prior Years' Consolidated Financial
Statements” and Note 56 to our consolidated financial statements as of and for the year ended
December 31, 2016 for further details on the impact of ISFAS 8 on our audited consolidated statements
of cash flows.

Our net cash provided from financing activities in 2017 was Rp.30,610 billion and primarily resulted
from proceeds from drawdowns under existing credit facilities of Rp.65,971 billion, proceeds from a
bond issuance of Rp.31,836 billion and proceeds from KIK — EBA (asset backed-securities) of
Rp.3,688 bhillion in aggregate, principally to finance our working capital needs and 1capital
expenditures. This cash inflow was partially offset by repayments of bank loans of Rp.50,701 billion,
repayments of debt securities of Rp.9,659 billion, payments of lease liabilities of Rp.4,429 billion,
payment of dividends of Rp.2,153 billion and payments of two-step loans of Rp.2,589 billion.

Our net cash provided from financing activities in 2016 was Rp.43,595 billion and primarily resulted
from proceeds from drawdowns under existing credit facilities of Rp.70,842 billion in aggregate,
principally to finance our working capital needs and capital expenditures, and proceeds from the
Government for stock subscription of Rp.23,560 billion. This cash inflow was partially offset by
repayments of bank loans of Rp.32,630 billion, repayments of debt securities of Rp.9,122 billion,
payments of lease liabilities of Rp.3,706 billion, payment of dividends of Rp.2,139 billion, and
payment of two-step loans of Rp.2,594 billion.

Our net cash used in financing activities in 2015 was Rp.2,870 billion and primarily resulted from
repayments from bank loans of Rp.38,033 billion, payments of lease liabilities of Rp.5,190 billion,
payment of cash dividends of Rp.3,962 billion, and repayments of two-step loans of Rp.2,819 billion.
These cash outflows were partially offset by the incurrence of new bank loans of Rp.43,526 billion
under existing and new credit facilities and proceeds from stock subscription from government of
Rp.5,000 billion.

Indebtedness

Our indebtedness comprises two-step loans, loans from the Government and non-bank Government
financial institution loans, bank loans, and debt securities outstanding (denominated in Rupiah or
foreign currencies), including medium-term notes.

Our total borrowings (including two-step loans, Government loans, bonds payable, bank loans and
medium term notes, certain lease liabilities and electricity purchase payable) were Rp.382,730 billion,
Rp.274,513 billion, and Rp.316,995 billion as of December 31, 2015, 2016 and 2017, respectively.

As of December 31, 2017 we have entered into new loan agreements in connection with the projects
for the 35,000 MW Program, namely, the Muara Karang CCPP project (in principal amounts of up to
15,449,450,242 JPY and U.S.$37,230,000), the Jatigede Hydroelectric Power Plant project (in the
principal amount of up to U.S.$73,324,250), the substations project (in the principal amount of
U.S.$330,000,000), the Batam Mobile Power Plant — additional loan (in principal amounts of up to
U.S.$14,111,753), the Lombok GECC Peaker Project (in principal amounts of up to EUR74,282,743),
the Kalselteng CFSPP Project (in principal amounts of up to 16,939,168,688 JPY and
U.S.$89,123,378), the Bangkanai || Peaker GEPP (in principal amounts of up to EUR82,699,200.20);
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the Muara Tawar Add-on CCPP (in principal amounts of up to U.S.$600,000,000), the RBL-SNT ADB
(in principal amounts of up to U.S.$280,000,000) and Kumbih (in principal amounts of up to
EURB85,000,000). As at the date hereof, we have drawn U.S.$174,435,633.09 under these long-term
unsecured bank loans.

Long-term borrowings were Rp.351,987 billion, Rp.230,827 billion and Rp.279,898 billion as of
December 31, 2015, 2016 and 2017, respectively, while the average interest rate of our outstanding
bonds was 9.4%, 9.4% and 5.3%, respectively. The average interest rate of our two-step loans was
2.1%, 2.5% and 2.5% as of December 31, 2015, 2016 and 2017, respectively.

As of December 31, 2017, we had aggregate outstanding long-term debt of Rp.279,898 billion. As of
December 31, 2017, the long-term portion of the two-step loans was Rp.31,485 billion, the long-term
portion of the bank loans was Rp.116,017 billion, the long-term portion of our outstanding Rupiah and
U.S. dollar-denominated bonds was Rp.100,440 billion and the long-term portion of our lease liability
was Rp15,713 billion.

As of December 31, 2015, 2016 and 2017, we had outstanding bonds payable and sukuk ijara of
Rp.89,165 billion, Rp.78,393 hillion and Rp.101,354 billion, respectively.

As of December 31, 2017, the total of our unused credit facilities was Rp.66,021 billion in aggregate.

The following table shows the amount of our total consolidated short-term loans, long-term bank |oans
(including current portion), two-step loans, Government and non-bank Government financial
institution loans, bonds, electricity purchase payable and certain lease liabilities outstanding as of
December 31, 2015, 2016 and 2017:

Year ended December 31,

2015 2016 2017
Rp. Rp. Rp. u.s.s®
(Rp. billions and U.S.$ millions)
Short-term 10ans ........oooeeviiiiiiiiii e 16,486 14,730 7,810 577
Including current portion of long-term bank loans.... 11,752 26,395 26,549 1,960
Including current portion of two-step loans.............. 2,505 2,562 2,736 202
Long-term bank loans (excluding current portion).... 77,829 100,362 116,017 8,563
Two-step loans (excluding current portion) .............. 29,205 29,134 31,485 2,324
Government and non-bank Government financial
institution loans (excluding current portion) ......... 8,195 7,258 6,309 466
Bonds payable and sukuk ijara (excluding current
POFEION) Lot 80,043 68,825 100,440 7,414
Lease liabilities (excluding current portion) ............. 149,622 17,933 15,713 1,160
Electricity purchase payable (excluding current
1] i) 1 ) I 7,093 7,315 7,026 519
KIK-EBA oo — — 2,908 215
Total debt ..oovvveiiieeieeeecee e 382,730 274,514 316,995 23,398
Note:

(1)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.
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The following table sets forth a summary of the maturity profile for our outstanding borrowings
(including lease liabilities, electricity purchase payable, two-step loans, Government loans, bonds
payable, bank loans and medium term notes) as of December 31, 2017:

As of December 31, 2017

Rp. u.s.s®

(Rp. billions and

U.S'$ millions)
Payments due by period
Repayment due in [€SS than ONE YEar............ooveiiiiiiiiiiiii e 37,095 2,738
Repayment due in one to three YEarS.......c.uiiiiiiiii it 76,309 5,632
Repayment due in three to five YEears .....cooiii i 67,397 4,975
Repayment due after fivVe YEarS .....ccuiiui i e 136,194 10,053
1 - LR PPTTRN 316,995 23,398

Note:

(1)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.

Two-step Loans

Two-step loans are unsecured Government-channelled financings obtained from a number of overseas
banks or financial institutions such as the International Bank for Reconstruction and Development, the
Asian Development Bank, the Japan Bank for International Cooperation or China Exim Bank which
we use for financing our projects. The Government channels two-step loans to us but continues to
remain the primary obligor to our lenders. As at December 31, 2017, we had two-step loans
outstanding representing an aggregate outstanding principal amount of Rp.34,221 billion. These loans
are primarily denominated in Japanese Yen, U.S. Dollar and Euro. Their maturities range from 10 to
40 years. Interest rates payable on our two-step loans are either fixed or variable.

The table below shows details of our main two-step loans as of December 31, 2017:

As of December 31, 2017

In foreign Interest rate per
currencies® Amount annum Period®

(Rp. millions, except otherwise

stated) (%)
International Bank for Reconstruction
and Development (IBRD)
U.S.$
IBRD — 4712 and 7758 IND — 1165..... 48,280,898 654,110 LIBOR Total 2004-2023
Spread +
0.35% p.a.
IBRD — 7940 IND — 1238 .......ccvvvvnnnnnn. 129,504,864 1,754,532 LIBOR + 2011-2034
variable spread
+ 0.45% p.a.
Asian Development Bank (ADB)
U.S.$
ADB — 1982 INO — 1170......ccccvvvvnnnnnnn. 117,148,496 1,587,128 LIBOR + 2004-2027
0.35% p.a.
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As of December 31, 2017

In foreign Interest rate per
currencies®™ Amount annum Period®

(Rp. millions, except otherwise

stated) (%)
ADB — 1983 INO — 1171.......cccevvvvnnnnnnn 79,569,625 1,078,009 LIBOR + 2004-2027
0.35% p.a.
Japan Bank for International
Cooperation/Japan International
Cooperation Agency (The
Export-Ilmport Bank of Japan)
JPY
JBIC IP 512 — 1163 ....ccovvvviiieeeeeeiiiiiennnn 42,263,808,000 5,080,887 1.8% + 0.35% 2004-2033
p.a
JBIC IP 513 — 1164 ...coovvviiiieeeeeeeeiiiennnn 12,898,784,000 1,550,671 1.8% + 0.35% 2004-2033
p.a
JBIC IP 515 — 1177 ccoviieiiiieeeeeeeeinnn 45,553,398,000 5,476,356  1.3% + 0.35% 2004-2034
p.a
JBIC IP 525 — 1197 ..ovvveiiiiiieeeeeeeeiiinnn 14,488,100,000 1,741,736 0.75% + 0.35% 2005-2045
p.a
JBIC IP 527 — 1211 ..o, 9,677,262,639 1,163,385 1.75% p.a. 2007-2037
JBIC IP 538 — 1221 ..coveeeeiiiieeeeeeeeiennn 15,282,898,960 1,837,286 1.2% p.a. 2009-2047
JBIC IP 539 — 1222 ..o 9,556,794,000 1,148,902 1.95% p.a. 2009-2037
China Exim Bank
U.S.$
China Exim Bank 1248..........cccccceeeeeenns 90,368,570 1,224,313 3% + 0.35% 2013-2027
p.a
China Exim Bank 1260..........cccccceeeeeeenaes 154,388,984 2,091,662 3% + 0.35% 2015-2029
p.a
China Exim Bank 1261..........cccccoeeeeeennens 108,237,447 1,466,401 3% + 0.35% 2015-2029
p.a
Notes:

(1) Maximum facility amount.
(2) Include grace periods.

For further details on, and a complete list of, our outstanding two-step loans, see Note 23 to our
Consolidated Financial Statements included elsewhere in this Offering Memorandum.

Loans from the Government and Non-bank Government Financial Institutions

As at December 31, 2017, amounts outstanding under loans from the Government (Rp.818 billion) and
PT Sarana Multi Infrastruktur (Rp.6,535 billion) represented Rp.7,353 billion in aggregate. Both loans
are unsecured. The loan from the Government bears interest at 4.0% per annum and will mature in
2021. The loan from Sarana Multi Infrastruktur bears interest at 5.25% and will mature in 2026. For
further details on these loans, see Note 24 to our Consolidated Financial Statements included
elsewhere in this Offering Memorandum.

Bank Loans
As of December 31, 2017, we had access to unsecured long-term credit facilities (including syndicated
loans) of up to Rp.93,976 billion (including a portion denominated in U.S. dollar of up to U.S.$3.9

million) in aggregate from domestic and international banks such as Bank of China Limited, The
Export-Import Bank of China, Bank Negara Indonesia, China Development Bank, Bank DKI, Bank
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Rakyat Indonesia, Bank Mandiri, Bank Mega, Bank Bukopin and Bank Central Asia to finance 85%
of the value of our engineering procurement and construction contracts entered into in connection with
projects comprises within our Fast Track Programs. Loans under these credit facilities are guaranteed
by the Government, bear variable rates and have maturities ranging from April 2018 to December
2025. As of December 31, 2017, the aggregate unused amount available under these credit facilities
was Rp.741 billion.

The table below shows details of our main bank loan facilities obtained in connection with our Fast
Track Programs as of December 31, 2017:

As of December 31, 2017

In foreign Interest rate per
currencies® Amount annum Maturity
(Rp. millions, except asotherwise
stated) (%)

Bank of China Limited (syndicated 592 — 0.785% + LIBOR May 2021
[0an) (U.S.$) wevveviiiiiiiiiiiiiiiiii 6 months

The Export-Import Bank of China 331 — 0.84% + LIBOR January 2023
(U.SP) o 6 months

Bank DK ..o, — 4,732,000 1% + JIBOR April 2019
3 months

Bank Negara Indonesia (syndicated — 2,741,298 0.825% + JIBOR July 2018
10AN) ..ciiiiii 3 months

The Export-Import Bank of China 284 — 0.84% + LIBOR January 2023
(U.SP) e 6 months

Barclays Bank PLC and China 262 — 3.25% + LIBOR December

Development Bank (U.S.$).............. 6 months 2021

Bank Rakyat Indonesia (syndicated — 2,074,739 1% + JIBOR January 2019
10@N) i 3 months

Bank Mandiri (syndicated loan) .......... — 1,911,480 1.11% + JIBOR April 2018
3 months

Bank Mega.......ccccccvvviiiiiiiiiii, — 1,874,315 1.10% + JIBOR July 2018
6 months

Bank BUKOPIN ... — 1,606,612 0.71% + JIBOR July 2021
6 months

Bank Mega........ccccvvviiiiiiiiiiiiiii, — 1,498,513 1.10% + JIBOR July 2018
6 months

Bank Negara Indonesia (syndicated — 1,272,913 1.10% + JIBOR February 2018
10@N) .. 3 months

Bank Mega........ccccvvviiiiiiiiiiiiiiiii, — 1,240,661 1.10% + JIBOR July 2018
6 months

Bank Central Asia (syndicated loan)... — 1,077,578 1.12% + JIBOR April 2018
3 months

Bank Rakyat Indonesia (syndicated — 1,151,005 1% + JIBOR January 2019
10@N) .. 3 months

Bank BUuKOpin .....cccoooeiiiiiiiiiic — 1,045,924 0.71% + JIBOR July 2021
6 months

The Export-Import Bank of China 482 — 2.8% + LIBOR February 2025
(U.SeB) e 6 months
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As of December 31, 2017

In foreign Interest rate per
currencies® Amount annum Maturity

(Rp. millions, except asotherwise

stated) (%)

The Export-Import Bank of China 124 — 2.8% + LIBOR January 2025
(U.SP) e 6 months

Bank of China Limited (U.S.$)........... 455 — 2.30% + LIBOR May 2022
6 months

Bank Negara Indonesia (syndicated — 1,155,352 1% + JIBOR January 2019
10@N) .., 3 months

The Export-Import Bank of China 293 — 2.8% + LIBOR July 2025
(U.SP) e 6 months

Bank Rakyat Indonesia (syndicated — 3,941,772 1.5% + JIBOR October 2019
10@N) .. 3 months

Bank Mandiri (syndicated loan) .......... — 2,613,012 1.5% + JIBOR December

3 months 2019

China Development Bank (U.S.9)....... 625 — 3.85% + LIBOR October 2022
6 months

China Development Bank (U.S.9)....... 138 — 3.85% + LIBOR October 2022
6 months

Bank of China (U.S.$) ......ccccvvvvvnnnnnnn. 372 — 2.30% + LIBOR December

6 months 2022

Bank Negara Indonesia (syndicated — 1,930,063 1.50% + JIBOR December

10@N) .., 3 months 2019

Bank Central Asia (syndicated loan)... — 1,080,598 1.50% + JIBOR December

3 months 2019

Bank Rakyat Indonesia (syndicated — 1,067,684 1.05% + JIBOR December

10@N) .. 3 months 2019

Bank DKI (syndicated loan) ................ — 2,225,000 1.50% + JIBOR November

3 months 2025

Bank Negara Indonesia (syndicated — 2,449,963 1.20% + JIBOR December

10AN) .eiiiii 3 months 2025

Note:

(1) Maximum facility amount.

In addition, we also have access to credit facilities in the form of long-term corporate loans and
working capital loans which are unrelated to the funding of our Fast Track Programs projects. As of
December 31, 2017, we had access to unsecured long-term (except for one credit revolving facility)
credit facilities (including syndicated loans) of up to Rp.59,681 billion in aggregate (including
portions of this aggregate amount denominated in Japanese Yen, Euro and U.S. dollar) from domestic
and international banks such as Bank Mandiri, Bank Rakyat Indonesia, Bank Negara Indonesia, Bank
Central Asia, Standard Chartered Bank, Asian Development Bank, EDC, HEXIM, Japan Bank of
International Cooperation, The Bank of Tokyo Mitsubishi-UFJ, Sumitomo Mitsui Banking
Corporation, Mizuho Bank, Australia and New Zealand Banking Group Limited, KfW-1PEX and Credit
Agricole — CIB. These loans bear fixed or variable rates and have maturities ranging from June 2018
to October 2037. As of December 31, 2017, the aggregate unused amount available under these credit
facilities was Rp.50,978 billion.

124



The table below shows details of the bank loans described above as at December 31, 2017:

Bank Mandiri
Syndicated investment credit facility

2 Y

Syndicated investment credit facility

(2016) ..o,

Bank Rakyat Indonesia

Working capital loan (2011) .................

Investment credit facility (2012)...........

Investment credit facility (2014)...........

Syndicated investment credit facility

(2015) oo

Bank Negara Indonesia
Syndicated investment credit facility

(2014) oo

Syndicated investment credit facility

(20T NS

Bank Central Asia
Syndicated investment credit facility

(2013) oo

Bank Maybank Indonesia
Syndicated investment credit facility

(2017) oo

Standard Chartered Bank EURO

Export credit facility (2013).................

Export credit facility (2013).................

Agence Francaise De Development
EURO

Credit facility (2015).......cccccvvvvviiinieennn.

Kreditanstalt fur Wiederaufbau
EURO

Credit facility (2015).......oreererereres

As of December 31, 2017

In foreign Interest rate per
currencies® Amount annum Maturity
(Rp. millions, except otherwise
stated) (%)
— 7,000,000 Weighted average of October 2021
the three months
Rupiah time deposit
of syndicated
creditors + 3.42%
— 12,000,000 1.92% + JIBOR December
3 months 2026
— 28,000,000 Average of the three June 2018
months Rupiah time
deposit of syndicated
creditors + 2.45%
— 8,500,000 Average of three November
months time deposit 2022
+ 3.2%
— 2,000,000 Bank Rakyat December
Indonesia’s average 2024
three months time
deposit + 2.75%
— 12,000,000 Bank Indonesia’s rate December
+ 2.3% 2025
— 6,500,000 Weighted average of December
three months time 2024
deposit + 3%
— 12,000,000 Weighted average of September
three months time 2026
deposit + 2.6%
— 7,000,000 2.4% + JIBOR December
3 months 2023
— 4,300,000 2.6% + JIBOR November
6 months 2027
90 — 2.1% September
2027
71 — 2.1% September
2027
100 — Floating/fix May 2030
maximum 5.89%
60 — 1.70% May 2030
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As of December 31, 2017

In foreign Interest rate per
currencies® Amount annum Maturity

(Rp. millions, except otherwise

stated) (%)
Asian Development Bank U.S.$
Credit facility (2015).......cccceiveeviiineennn. 575 — LIBOR + 0.6% - September
0.1% 2035
Credit facility (2015).......ccccovvveviinneennn. 25 — LIBOR + 1.4% September
2035
Credit facility (2017)........ccvvvvvvvrrvenrnnnns 600 — LIBOR + 0.6% - May 2037
0.1%
Export Development Canada and
Hungarian Export-Import Bank
Private Limited Company U.S.$
Credit facility (2016).......cccccovvevivinnennn. 436 — 2.56% January 2029
Credit facility (2016)........ccccovvevivinneenn. 14 — 3.30% January 2029
Japan Bank of International
Cooperation U.S.$
Credit facility (2016)........cccoovvevivnnneeen. 108 — 2.85% + 1.06% October 2031
Credit facility (2016).......ccccoovvevivnneenn. 72 — 1.1% + LIBOR October 2031
6 months
Credit facility (2016)...........cvvvvvvrvevrnnns 27 — 3.52% April 2031
Credit facility (2016)...........cevvvvvvvevrenns 18 — 0.7% + LIBOR April 2031
6 months
Japan Bank of International
Cooperation JPY
Credit facility (2016).......ccccooveeviinneenn. 16,430 — 1.03% + 0.55% October 2031
Credit facility (2016)...........evvvvvvvvenvnnns 31,763 — 1.58% April 2031
International Bank for
Reconstruction and Development
us. $
Credit facility (2016)........cccvvvveiiiiieennns 500 — Reference rate + Var March 2036
spread
Sumitomo Mitsui Banking
Corporation U.S.$
Credit facility (2017).......cuvvvvvvvvvrvennnnnns 73 — 1.43% + LIBOR -6 March 2031
month

Note:

(1) Maximum facility amount.

For further details on our outstanding bank loans, see Note 26 to our Consolidated Financial
Statements included elsewhere in this Offering Memorandum.

Bonds

As of December 31, 2017, we had issued unsecured domestic Rupiah denominated debt securities
whose aggregate outstanding principal was Rp.14,123 billion. These Rupiah denominated debt
securities bear fixed interest rates ranging from 7.20% to 13.75% per annum with maturities ranging
from January 2017 to November 2032. For further details on our outstanding domestic debt securities,
see Note 27 to our Consolidated Financial Statements included elsewhere in this Offering
Memorandum.
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As of December 31, 2017, we had issued U.S.$1.5 billion 4.13% senior unsecured bonds due 2027 and
U.S.$500 million 5.25% senior unsecured bonds due 2047. We had also issued U.S.$1.0 billion 5.25%
senior unsecured bonds due 2042 and U.S.$1.0 billion 5.50% senior unsecured bonds due 2021, each
under our global medium term notes program, and guaranteed (i) U.S.$1.25 billion senior unsecured
bonds due 2020, (ii) U.S.$750 million 8.00% senior unsecured bonds due 2019, and (iii) U.S.$500
million 7.87% senior unsecured bonds due 2037, in each case issued by Majapahit Holding B.V. (a
wholly-owned subsidiary).

Covenants

Under the terms of our loans and domestic and international bonds, we are required to comply with
various restrictive financial and other covenants, including maintaining certain ratios such as a ratio
of total financial liabilities to total assets, a ratio of EBITDA to interest expense, or fixed charge
coverage ratios. These covenants include, but are not limited to:

o limitations on incurrence of indebtedness;

° l[imitations on payments of dividends;

° l[imitations on issuance of guarantees;

° l[imitations on merger, consolidation and asset sales;

o limitations on certain transactions with affiliates;

° l[imitations on liens, securities or pledges;

° l[imitations on substantial changes to the general nature of our business; and
° l[imitations on sale-leaseback transactions.

We are currently in compliance with all of these covenants. Changes in the economic environment in
Indonesia, the demand for electricity, the level of electricity tariffs permitted, government subsidies,
and increases in the price of fuel oil may decrease our cash flow, creating the possibility of aliquidity
shortage and the inability to comply with certain covenants with respect to the bonds issued by us. If
we are not able to comply with such covenants, we may have to apply for amendments to the financial
covenants or seek waivers in any events of default, including cross defaults arising from the breach
of the covenants. We cannot assure you that we will be able to obtain such amendments or waivers
on satisfactory terms, or at all. If our debt obligations are accelerated, we will face significant
liquidity constraints, and may be unable to satisfy all of our repayment obligations. Please note that
our “EBITDA” and “Adjusted EBITDA” measures and other financial ratios discussed in this Offering
Memorandum may not be comparable to similarly titled measures and ratios as defined under the
covenants referred to in this section.

Capital Expenditures and Contractual Commitments
Capital Expenditures

In addition to the payment obligations under our indebtedness set forth above, we also have continuing
obligations to make payments on capital expenditures and contractual commitments. For the years
ended December 31, 2015, 2016 and 2017, our capital expenditures, which include cash and non-cash
additions of property, plant and equipment and construction in progress were Rp.45,279 billion,
Rp.59,448 billion and Rp.94,230 billion (U.S.$6,955 million), respectively. See Notes 6 and 50 to the
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Consolidated Financial Statements. The recent (and continued) increase in capital expendituresis due
to the development of the 35,000 MW Program which involves the construction of power plants,
transmissions, and distributions. The disbursement is aligned with the large-scale construction
required and the progress of the projects. Other than the proceeds from the offering of Notes under
this Program, we expect that cash generated from operations and bank credit facilities, including direct
lending or two-step loans provided by multilateral and bilateral agencies, will continue to be our
primary sources of liquidity.

The table below shows a breakdown of our capital expenditures for generation, transmission and
distribution projects for the years indicated therein:

Year ended December 31,

2015 2016 2017W
(Rp. billions) (U.S.$ millions)
(1= a1 = 10 o IR 20,480 21,549 35,187 2,597
TrANSMISSION ..eeeiei e aeaas 11,800 19,587 30,629 2,261
Distribution 12,998 18,312 28,414 2,097
B 1o ] = | TR 45,279 59,448 94,230 6,955
Note:

(1) Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.

The table below sets forth our committed capital expenditures for 2018, pursuant to our Company’s
capital investment program. The budgeted amounts may vary from the actual amounts of our
Company’s capital expenditures for a variety of reasons, including the implementation of the Fast
Track Program I, the Fast Track Program 11, the 35,000 MW Program for Indonesia, changes in the
number of facilities to be constructed and the timing of such construction, changes in rates of
exchange between the Rupiah and foreign currencies, changes in interest rates and other factors. See
“Risk Factors — Risks Relating to our Business and Operations — Our actual results may vary
significantly from forecasts and estimates set forth herein.”

The table below shows a breakdown of our committed capital expenditures for generation,
transmission and distribution projects for 2018, as at December 31, 2017:

Year ended December 31,

2018™ 2018®@
Committed (inU.S$
(Rp. billions) millions)
(=T 1< = 14 o] o TP 52,141 3,849
=0 1 KIS o o SN 34,712 2,562
(DTS g 101 4o ) o I 30,058 2,219
LI 1= | PP PTPPN 116,911 8,629

Notes:
(1) Excluding interest during construction for Rp.4,591 billion and facilities for Rp.1,773 billion.

(2)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.
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Other Contractual Commitments

In addition to the payment obligations under our loans and bonds as described above (see “—
Indebtedness”) and our capital expenditures as set out above, we have material commitments with a
number of contractors, suppliers and IPPs, such as fuel supply agreements, PPAs and ESCs, and
maintenance contracts. Under certain of these contracts and arrangements we are required to buy and
pay for minimum purchase quantities of fuel or electrical power during fixed periods of time. A list
of such agreements and corresponding commitments can be found at Note 54 to our Consolidated
Financial Statements included elsewhere in this Offering Memorandum.

As of December 31, 2017, we had entered into 52 gas supply agreements, and 214 PPAs and ESCs.
Our agreements with |PPs comprised 61 material contracts with respect to electricity generating plants
that have already commenced operations and 144 agreements with respect to electricity generating
plants that are under development. See “— Development of IPPs”.

In connection with our Fast Track Programs, as of December 31, 2017, we had also signed 42 EPC
contracts which consist of electricity power plants. Under the terms of such contracts, we were
required to pay the contractor a down payment, which is approximately 15% of the contract price and
the remaining 85% is funded through credit facilities from banks.

The following table sets forth the contractual maturities of our remaining financial liabilities with an
agreed repayment period as of December 31, 2017:

2017

More than More than
one year three years
but less but less
Less than than three than five More than

one year years years five years Total Total™®
(U.S$in
(in Rp. billions) millions)
Two-step loans.........ccceeevveeeennns 2,736 4,367 4,297 22,821 34,221 2,526
Government and non-bank
Government financial
institution loans ................... 1,044 2,088 1,500 2,722 7,353 543
Lease liability........cccevvvvvvinnnnnnn. 4,872 7,560 6,220 1,933 20,585 1,519
Bank loan .......cccooevveeiiiiiiiiinnnnnn. 26,549 30,627 34,437 50,953 142,566 10,523
Bonds payable and sukuk ijara.. 914 29,349 18,743 52,348 101,354 7,481
Electricity purchase payable...... 350 761 849 5,417 7,376 544
KIK-EBA loans..........ccoeeeevnnnenn. 631 1,556 1,352 — 3,539 261
Related parties payables............ — 1 — — 1 —
Trade payables.......cccccceevvieeeinis 43,711 — — — 43,711 3,226
Customer’s security deposits..... 12,642 — — — 12,642 933
Project cost payable.................. 724 — — — 724 53
Accrued expenses .......ccoovveeeeeis 11,477 — — — 11,477 847
Other payables............ccccveeen. 21,255 940 — — 22,195 1,638
Total coveeeeiiiie e 126,905 77,250 67,397 136,194 407,746 30,096

Note:

(1)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.
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Included in the above table are certain finance lease liabilities arising from finance lease agreements
in connection with a financial lease agreement relating to the acquisition of power plants. The
following table shows outstanding payments obligations per period as indicated therein under these
finance leases as at December 31, 2017:

As of December 31, 2017

Rp. u.s.s®
(Rp. billions and U.S.$
millions)
Minimum lease payments due by period
NO [ater thAN ONE YEAI ... .ciiiiii e e a s 6,941 512
Repayment due in two t0 fIVE YEAIS . ...cuuueiiiiiiiiiiii e 19,173 1,415
Repayment due after fiVe YEars ......cooviiiiiiiiii e 2,694 199
Total MinimMuM 1€aSe PAYMENTS ...t e e 28,808 2,126
INtEreSt EXPENSE POMTION. ... ittt e et e e e et e e e e e eaaes 8,223 607
Total minimum lease payments — net of interest expense portion ................... 20,585 1,519

Note:

(1)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.

In March 1998, we deferred the settlement of the amounts of electricity purchase payable stated in our
PPAs and ESCs. In 1999, we established a working group on special contract renegotiation under the
Government’s direction in order to facilitate the renegotiation of the electricity prices previously
agreed upon in our PPAs and ESCs. We have successfully renegotiated the electricity price with most
of the IPPs.

As of December 31, 2017, our electricity purchase payables relating to this renegotiation were
Rp.7,376 billion. Electricity purchase payablesto PT Paiton Energy and PT Jawa Power bear an annual
interest rate of 4.81% and 18.45%, respectively, and are payable in 360 monthly instalments until
December 1, 2031. These electricity purchase payables are included in the above table showing
contractual maturities of our remaining financial liabilities with an agreed repayment period.

The following table shows outstanding payments obligations per period as indicated therein as at
December 31, 2017:

As of December 31, 2017

Rp. U.S.$®
(Rp. billions and U.S.$
millions)
Payments of electricity purchase payables due by period
NO later than ONE YA ......ooviiiiiiii e 350 26
Repayment due in the second year 369 27
Repayment due in the third Year.........cccooeoiiiiiiiiiiii e 389 29
Repayment due in the fourth year............coooiiiiiiiiiii e 411 30
Repayment due after fiVe YEars ......coouiiiiiiiiii e 5,857 432
Total MinimMumM 1€aSe PAYMENTS ......iiiii e e e e 7,376 544

Note:

(1)  Solely for the convenience of the reader, Rupiah amounts as of and for the year ended December 31, 2017 have been
translated into U.S. dollar amounts at the exchange rate of Rp.13,548 = 1.00 U.S.$. See “Exchange Rates” for further
information about exchange rates and recent fluctuations in exchange rates.
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Quantitative and Qualitative Disclosures about Market Risk

Market risk is the risk of loss related to adverse changes in market prices, including interest rates and
foreign exchange rates, of financial instruments. We are exposed to various types of market risk,
including changes in interest rates and foreign exchange rates, in the ordinary course of business.

We maintain our accounting records and prepare our consolidated financial statements in Indonesian
Rupiah.

Exchange Rate Risk

The exchange rate risk is the risk that arises from changes in the exchange rate of the Rupiah, our
presentation currency, against foreign currencies, especially the U.S. Dollar, the Japanese Yen and the
Euro, leading to the risk that the fair value or future cash flows of afinancial instrument will fluctuate.
The primary foreign currency to which we are exposed is the U.S. dollar. The price we pay for
electricity purchased from IPPs under the PPAs is pegged to the U.S. dollar. We have agreed with a
number of 1PPs, subject to certain restrictions, to purchase electricity at afixed price (capacity charge)
and to purchase the electricity dispatched at variable prices pegged to operating, maintenance and fuel
costs (energy charge).

A significant portion of our debt is also denominated in foreign currencies. The following table sets
forth certain information regarding our foreign currency debt exposure (equivalent in Rp.) for the
years indicated therein:

As of December 31,

2015 2016 2017

(Rp. billions, except percentages)

Total foreign currency denominated debt...........cccoooiiiiiiiiiininennnnnn. 310,340 165,141 193,038
Total foreign currency debt as percentage of total outstanding
DL .. 81.1% 60.2% 60.9%

We seek to minimize our exposure to exchange rate risk by purchasing foreign currency denominated
instruments such as forward currency contracts in compliance with applicable Bank of Indonesia
regulations. See “Offshore Borrowings.”

Interest Rate Risk

Cash flow interest rate risk is the risk that the future cash flows of afinancial instrument will fluctuate
because of changes in market interest rates. We are exposed to interest rate risks. Our exposure to
market risk for changes in interest rates relates primarily to our long-term floating rate debt
obligations. As of December 31, 2017, the amount of our outstanding debt totalled Rp.316,995 billion
of which Rp.174,181 billion, equal to 54.9% of our outstanding debt for the year, effectively bore
interest at fixed rates. The remaining Rp.142,813 billion equal to 45.1% of our outstanding debt as of
December 31, 2017, bore interest at floating rates.

Credit Risk

Credit risk is the risk of suffering financial loss when our customers fail to fulfil their contractual
obligations to us. This risk arises mainly from trade receivables from the sale of electricity to
customers. The estimation of credit exposure is complex and requires the use of models, as the value
of a product varies with changes in market variables, expected cash flows and the passage of time. We
implement a range of policies and practices to mitigate this risk, for instance by collecting security
deposits from customers and terminating electricity connections for customers who defaulted on

131



payments for longer than three months. We closely monitor the collection of receivables and recognize
impairment allowances based on objective evidence of impairment of trade receivables. Our cash
balances and time deposits are placed with reputable counterparties that enjoy good credit rating or
bank standing.

Liquidity Risk

Liquidity risk is the risk that we are unable to meet our obligations when they fall due. We monitor
and evaluate cash inflow and cash outflow to ensure the availability of funds to settle our obligations.
We maintain adequate cash, reserves, banking facilities and borrowings to match the maturity profiles
of our financial liabilities.

Commodities Risk

We are exposed to price fluctuations of certain commodities such as fuel oil, natural gas and coal. An
increase in the prices of fuel oil, natural gas or coal will result in a corresponding increase in our
operating expenses. As of December 31, 2017, fuel oil, natural gas and coal expenses accounted for
8.5%, 17.3% and 15.4% of our total operating expenses. Our key supply agreements, such as our fuel
oil supply agreements with Pertamina, link our prices to market prices. We do not currently use
derivatives or other hedging services with respect to our purchases of fuel oil, natural gas and coal.

Off-Balance Sheet Arrangements

As at the date of this Offering Memorandum, we do not have any off-balance sheet arrangements.
Taxation

Our Company generally pays tax at the prevailing tax rates in Indonesia. For 2017, the maximum
corporate tax rate was 25%. As of the date hereof, the maximum rate of corporate tax in Indonesiais
25%.

Inflation

According to the Indonesian Bureau of Statistics, Indonesia’s annual overall inflation as measured by
the consumer price index (“CPI") was approximately 3.4% in 2015, 3.0% in 2016 and 3.6% in 2017
(preliminary data), in each case calculated on the basis of 2012 CPI = 100. We do not consider

inflation in Indonesia, where all of our operations are currently located, to have had a material impact
on our results of operations.
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INDUSTRY OVERVIEW
History of Power Demand in Indonesia

The ongoing transformation of Indonesia from an agricultural to a manufacturing-oriented economy
has played a particularly important role in the growth of demand for electricity. The agricultural sector
is characterized by a low level of electricity consumption, despite the increasing use of electric
motors, pumps and other electrical equipment. In contrast, the manufacturing sector relies heavily on
electricity as a major source of energy. The expansion of the commercial sector in Indonesia, which
generally consumes a higher level of electricity than the agricultural sector, has similarly contributed
to the growth of demand for electricity in Indonesia through time.

The following table sets forth certain information regarding Indonesia’s GDP by sector from 2015 to
2017, at constant market prices:

As of December 31,

2015 2016 2017
(Rp. (Rp. (Rp.
billions) (%) billions) (%) billions) (%)

Manufacturing...........cccccvvvennn. 1,934,533 215 2,017,555 21.4 2,103,066 21.2
Agriculture, livestock, forestry

and fishing........cccccoevniinnnnnn. 1,171,579 13.0 1,209,687 12.8 1,256,894 12.7
Services/Commercial................. 690,537 7.7 716,169 7.6 741,757 7.5
Mining and Quarrying............... 767,327 8.5 775,486 8.2 779,925 7.9
Others......oovevieiii, 4,418,535 49.2 4,714,140 50.0 5,031,107 50.8
TOtal wevveiiieiiiiieee 8,982,511 100 9,433,037 100 9,912,749 100

Source: Biro Pusat Statistik, Bank of Indonesia

Other factors contributing to the growth of power demand in Indonesia include a stable population
growth, increasing affluence and the urbanization of the growing Indonesian population as well as a
robust industrial production growth. In addition to a steadily growing population which is expected
to reach 285 million by 2025 according to BM| Research data, increasing affluence and improving
standards of living in Indonesia have generally resulted in higher per capita consumption of electricity
through the greater use of air conditioners and electrical household appliances. Increased
urbanization, which is expected to reach approximately 57.2% by 2020 according to BM| Research
data, has also generally reduced the number of persons per dwelling, leading to a larger number of
electricity consuming households. An increased power demand is also likely to result from the
industrial production growth, which BM| Research projects as growing at a CAGR of 6.6% between
2015 and 2021.

Market Structure and Reform

The electricity sector in Indonesia has effectively been monopolized under PLN. PLN’s history dates
back to Indonesia’s independence in 1945, although it has been through a variety of structural
reorganizations since. In 1995, PLN was reorganized into a holding company with two main
generating subsidiaries and a number of specialist subsidiaries. PLN currently operates under the
control of the DGEEU.

PLN had a monopoly on power generation, transmission and distribution until the middle of 1989. In
1989, concern that PLN would be unable to meet an estimated increase in future demand of 10.0% per
annum resulted in a decision that year to allow |PPs to participate in power generation. Consequently,
PLN had signed 27 IPP projects with a combined capacity of 10.8 GW by 1997, typically with
consortiums that featured well-connected Indonesian partners.
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However, the Asian economic crisis in 1997 had a negative impact on the macro-economic
environment in Indonesia and, as a consequence, its electricity industry and our Company. In response,
the Government launched a number of initiatives that included renegotiating certain PPAs to improve
the economic sustainability of those contracts. In 2003, the Government renegotiated 26 power plant
projects with the IPPs. Of those, six of the schemes were terminated and five projects were taken over
by either the Government, PLN or Pertamina.

In August 1998, the Government also issued a white paper that articulated a number of objectives for
the restructuring of the electricity sector. Reform took place through the enactment of Electricity Law
No. 20/2002, which promoted a process of gradual deregulation of the electricity sector, including the
introduction of competition. Indonesia’s Constitutional Court annulled this law in December 2004,
however, ruling that it was against Indonesia’s constitution to deregulate the industry. The
Constitutional Court then reinstated the Old Electricity Law, which was complemented by Government
Regulation No. 23/1994 to give PLN the sole right to provide electricity in Indonesia.

On September 23, 2009, the New Electricity Law came into effect, revoking and replacing the
provisions of the Old Electricity Law. Under the New Electricity Law, electricity supply in Indonesia
is no longer executed by the state and carried out by PLN as the holder of the PKUK. Instead, the
electricity supply is controlled by the state and conducted by the central Government and regional
governments through state-owned enterprises, regional-owned enterprises, private business
enterprises, cooperatives and non-government enterprises. Nonetheless, the New Electricity Law does
provide state-owned enterprises a “first priority” right to conduct the electricity supply business for
public use. The New Electricity Law is designed to allow for greater private sector participation in
areas still under the control of the central Government or regional governments, where electricity
demand exceeds supply. On January 24, 2012, the Government issued Government Regulation No.
14/2012 as the implementing rules of the New Electricity Law, which was further amended by
Government Regulation No. 23/2014 on April 14, 2014. See “Regulation of the Indonesian Electricity
Sector.”

Market Overview

The following table sets forth the number of customers, installed capacity, peak demand, electricity
sales and electrification ratios for PLN’s electricity power system in Indonesia as of December 31,
2017:

As of December 31, 2017

Number of Installed Electricity  Electrification

customers capacity Peak demand sales ratio

(millions) (MW) (MW) (GWh) (%)
Java-Bali ...coocooviiiiiiiii 43.5 28,745 25,665 165,061 97.7
SUMALTA ..evveeieeiie e 12.9 7,684 5,897 34,627 90.9
SULAWESI ..cevvieeiiiieece e 4.2 1,869 2,390 9,410 87.3
Kalimantan ........cccooooeiiiiiiiiinccs 3.7 2,321 1,812 9,197 85.2
Other Islands.........c.cccoeveevviiieiiieeeenn, 3.7 2,037 1,280 4,839 67.2
Total .o 68.1 42,656 37,044 223,134 94.5

Source: PLN
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Generation

Indonesia is in need of a substantial increase in generating capacity. The country currently faces a
shortage of generating power, a problem made worse by the lack of an integrated national grid. This
has resulted in frequent power outages in recent years (despite the nominal reserve margin of the
Java-Bali grid being 24%, its operating reserve margin is significantly lower, primarily due to the
underutilization of generation plants). In addition, as PLN’s facilities are mainly fuel oil-based, high
fuel oil prices have resulted in rising fuel expenses and increased government subsidy. As a result,
PLN has been mandated by the Government (pursuant to Presidential Regulation No. 71/2006 as
amended by Presidential Regulation No. 59/2009, Presidential Regulation No. 47/2011, Presidential
Regulation No. 45/2014 and Presidential Regulation No. 193/2014) to implement the Fast Track
Program Ito build 9,587 MW of cheaper coal-fired generation plants. Under this mandate, PLN would
develop ten coal-fired power plants in Java-Bali (7,490 MW) and 32 coal-fired power plants outside
Java-Bali (2,437 MW) totaling 9,927 MW. Approximately 97.0% of the plants to be built under the
Fast Track Program | have been completed and were in operation in 2017 (five years later than and
originally planned due to issues relating to availability of land and the performance of EPC
contractors). See “Relationship with the Government — Government as Customer — The Fast Track
Programs — Fast Track Program |.”

In addition to the Fast Track Program |, the Government has mandated PLN (pursuant to Presidential
Regulation No. 4/2010 as amended by Presidential Regulation No. 48/2011 and Presidential
Regulation No. 194/2014 and supplemented by MEMR Regulation N0.15/2010, as amended by MEMR
Regulation No. 1/2012, MEMR Regulation No. 21/2013, MEMR Regulation No. 32/2014 and MEMR
Regulation No. 40/2014) to implement the Fast Track Program Il to procure 17,428 MW of renewable
energy, gas and coal-fired plants. The Fast Track Program Il is designed to meet increasing electricity
demand in Indonesia beyond completion of the Fast Track Program I, focus on renewable energy
sources and invite private sector participation in electricity development. We have been mandated
under the Fast Track Program Il to develop a total capacity of approximately 17,428 MW by 2025,
which was previously scheduled to be completed by 2014. IPPs will be responsible for providing
11,629 MW mandated to be procured. As of December 31, 2017, of the 17,428 MW total planned
capacity under the Fast Track Program 11, eight Fast Track Program Il projects (including 1PPs)
comprising a total capacity of 755 MW, or approximately 4% of the total planned capacity of 17,428
MW, were in operation; 5,836 MW (or 33.5% of the total planned capacity of 17,428 MW) were at the
construction stage; 3,325 MW (or 19.1% of the total planned capacity of 17,428 MW) were at the
financial close stage; and 7,507 MW (or 43.1% of the total planned capacity of 17,428 MW) were at
the planning and procurement stage. All projects under Fast Track Program Il are expected to be
operational by 2025. See “Relationship with the Government — Government as Customer — The Fast
Track Programs — Fast Track Program I1.”

PLN remains the dominant participant in domestic power generation. However, a renewed emphasis
on private sector investments, primarily on IPPs, marks a return to development plans set in place
before the 1997 Asian economic crisis. As of December 31, 2017, there were 61 IPPs that were
classified as material operating in Indonesia with a contractual capacity of 10,996 MW (excluding
IPPs treated as operating leases and captive power plants). A further 26,261 MW of generation
capacity is under development by IPPs, of which the vast majority is coal-fired.

The Government plans to develop additional 20.2 GW on Java and Bali by 2024, which will be
achieved initially via the Fast Track Programs and the 35,000 MW Program.
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Transmission and Distribution

In addition to the lack of adequate investment in generating capacity, long-haul transmission also
remains a problem. Indonesia does not have an integrated network of transmission grids. The Java-Bali
grid is our main integrated grid, and is connected by a transmission system running at 500 kV, 150 kV
and 70 kV. Outside Java-Bali, individual islands use isolated transmission networks at 150 kV and 70
kV. As of December 31, 2017, the combined length of the transmission lines was approximately 48,091
kilometers. Our 20 kV distribution lines covered 401,959 kilometers and our low voltage lines covered
626,720 kilometers. We plan to invest approximately Rp.32.6 billion for transmission development
projects in 2018. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Capital Expenditures and Contractual Commitments.”

Supply

As of December 31, 2017, we served approximately 68.1 million electricity customers throughout
Indonesia, of which 43.5 million of the total were in Java-Bali. Based on the number of customers,
approximately 91.9% of our customers were residential, with the category accounting for around
42.3% of total electricity sales (in GWh) in 2017. A further 0.1% of customers were from industry,
accounting for 32.4% of total electricity sales (in GWh) in 2017. The remaining customers came from
the business and the public sectors, which accounted for approximately 18.7% and 6.6% of total
electricity sales (in GWh), respectively, and 5.3% and 2.7% of total customers respectively, in 2017.

Power Outlook in Indonesia

The increase in demand for electricity has been driven by Indonesia’'s relatively low per capita
consumption and electrification ratios, which are among the lowest in Asia. Demand is projected to
grow at more than 6.86% per annum from 2018 to 2027, with total electricity demand expected to more
than double between 2018 and 2027 according to the National Electricity Business Plan (RUPTL)
2018-2027.

Projected Indonesian Energy Demand 2018-2027

Unit 2018 2020 2023 2025 2027

Energy Demand

Indonesia..................... TWh 239.3 275.9 337.2 381.7 433.9
Java-Bali ........cc.cceeun.. TWh 177.9 202.4 241.2 268.6 301.8
Eastern Indonesia........ TWh 26.1 31.1 39.9 46.5 54.1
Western Indonesia ....... TWh 35.3 42.5 56.2 66.5 78.6
Electrification Ratio

Indonesia.................... % 96.15 99.10 99.94 100.00 100.00
Java-Bali.................... % 98.45 99.95 100.00 100.00 100.00
Eastern Indonesia........ % 89.53 93.09 99.65 100.00 100.00
Western Indonesia ....... % 95.25 97.74 100.00 100.00 100.00

Source: National Electricity Business Plan (RUPTL) 2018-2027, PLN
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The following chart sets forth electrification rates across select Asian countries:

Electrification
Rate
(%)
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Source: Based on 2016 data sourced from the World Energy Outlook Special Report “Energy Access Outlook 2017 — From
Poverty to Prosperity”, available at:
https://www.iea.org/publications/freepublications/publication/WEO2017Special Report_EnergyA ccessOutl ook.pdf.

The following table sets forth the per capita electricity consumption of select Asian countries:

Electricity
consumption
per capita
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Source: Calculations based on EIU data, as of December 2017.

Furthermore, countries with predominantly manufacturing-based economies tend to consume more
electricity and, thus, have higher generation capacities per U.S.$ of GDP, compared to countries that
are services-based. Given the Indonesian economy’s relative focus on manufacturing, and its relative
stage of development, Indonesia is expected to offer significant potential for growth in the electricity
industry.
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The following table sets forth the installed capacity of select Asian countries:

Installed
capacity
(GW)
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Source: EIU, as of December 2017.

The following table sets forth the total electricity consumption of select Asian countries:

Electricity
consumption
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Source: EIU, as of December 2017.
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OUR BUSINESS

We are Indonesia’s state-owned electric utility company and are wholly-owned by the Government,
which is represented by the Ministry of State-Owned Enterprises. We provide most of the public
electricity and electricity infrastructure in Indonesia, including construction of power plants, power
generation, transmission, distribution and retail sales of electricity. We are the largest electricity
producer in Indonesia, and as of December 31, 2017 had a power generation capacity of approximately
42,656 MW (excluding power generation capacities of IPPs with which we have entered into IPP
Power Supply Contracts) that accounted for over 76% of the total installed generation capacity in
Indonesia of 55,926 MW and served approximately 68.1 million customers. As of December 31, 2017,
we owned and operated 1,656 electricity generating plants comprising 6,221 electricity generating
units in Indonesia, including fuel oil-fired, natural gas-fired, coal-fired, geothermal and hydroelectric
plants. We also purchase almost all of the electricity produced in Indonesia by |PPs, which are private
companies that own electricity generating plants. As of December 31, 2017, we have entered into 61
material |PP Power Supply Contracts with |PPs operating in Indonesia with an aggregate contractual
capacity of 10,996 MW.

Generation Network

Source: PLN 2017

We operate eight main grids in Java-Bali, North Sumatra, South Sumatra, West Kalimantan, Central
Kalimantan, East Kalimantan, North Sulawesi and South Sulawesi, which are the most populated
regions in Indonesia. Approximately 58.2% of the total population of Indonesia (approximately 152.4
million people) live on Java and Bali, and the region accounted for approximately 64% of our total
customers’ power consumption in 2017. As of December 31, 2017, we controlled approximately
48,901 kilometers-circuits of transmission lines and approximately 1,028,679 kilometers-circuits of
distribution lines.
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Our charges for electricity are based on electricity tariff rates which are set by the Government and
regulated by MEMR Regulation No. 28/2016. See “Regulation of the Indonesian Electricity Sector.”
Pursuant to Presidential Regulation No. 8/2011, the Government increased the electricity tariff by an
average of 10.0% retroactive with effect from July 1, 2010. As a result of the protests from some of
our customers, in particular our industrial customers, the Government decided to cap the maximum
tariff increase at 18.0%, which was effective until December 31, 2010. Since January 2011, there has
not been any cap on the tariff increase and we have billed all of our customers based on the tariffs
prescribed by Presidential Regulation No. 8/2011.

There are four types of charges that we can levy on our customers: (i) demand charge; (ii) variable
energy charge; (iii) minimum payment; and (iv) special service tariff. See “Management’s Discussion
and Analysis of Financial Condition and Results of Operations — Overview.”

The tariff rates set by the Government have, for some time, been inadequate to cover our cost of
producing the electricity we sell for certain residential customers whose tariff rates are set at levels
below our costs of producing the electricity. However, because we perform a PSO within the meaning
of Law No. 19/2003, the Government is obligated to subsidize us for the difference between our cost
to produce the electricity we sell and the price we are permitted to charge for that electricity under
the tariff rates set by the Government. The subsidy mechanism is defined in the Minister of Finance
Regulation No. 44/PMK.02/2017, as amended by the Minister of Finance Regulation No.
162/PMK.02/2017. See “Relationship with the Government” and “ Regulation of the Indonesian
Electricity Sector.”

In order to reduce our reliance on fuel oil, and pursuant to Presidential Regulation No. 71/2006 as
amended by Presidential Regulation No. 59/2009, Presidential Regulation No. 47/2011, Presidential
Regulation No. 45/2014 and Presidential Regulation No. 193/2014, the Government introduced the
Fast Track Program | which originally mandated us to build coal-fired electricity generating plants at
40 locations in Indonesia, including ten plants with an aggregate capacity of 6,900 MW in Java-Bali
and 30 plants with an aggregate capacity of 2,022 MW outside Java-Bali. The Fast Track Program |
was subsequently amended by Presidential Regulation No. 59/2009, Presidential Regulation No.
47/2011, Presidential Regulation No. 45/2014 and Presidential Regulation No. 193/2014, which
increased the mandate to 42 locations, including ten plants with an aggregate capacity of 7,490 MW
in Java-Bali and 32 plants with an aggregate capacity of 2,437 MW outside Java-Bali. The latest
amendment in 2014 revised capacity for the Riau Project and made an appeal to the ministers, heads
of non-ministerial government agencies, governors and regents or mayors to provide support in
accelerating the process of permit and environmental document approvals, land acquisition and
acquisition and compensation for transmission lines. Two of the 42 originally mandated |ocations have
been combined into one location, three locations have since been terminated due to difficulties
involving conditions of the sites and EPC contractors, and four locations have been reserved for future
development, resulting in 34 locations with active development for 9,927 MW under the Fast Track
Program 1.

As of December 31, 2017, we have completed construction of generating plants at 27 out of the 34
planned locations and aggregate capacity of 9,640 MW were in operation, equal to approximately 97%
of the total planned capacity of 9,927 MW. The other seven locations representing approximately 3%
of total capacity (287 MW) are expected to begin operations in 2018 (177 MW) and 2019 (110 MW),
respectively. Approximately 97% of these electricity generating plants to be built pursuant to the Fast
Track Program | have been completed and were in operation in 2017. The generating plants under the
Fast Track Program | that completed in 2017 became operational five years later than originally
planned due to issues relating to availability of land and the performance of contractors. See “Risk
Factors — Risks Relating to our Business and Operations — We are exposed to risks associated with
developing additional electricity generating plants and acquiring other power generation assets, in
particular the successful completion of the Fast Track Programs and implementation of the 35,000
MW Program” and “— We are exposed to certain risks associated with developing additional
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electricity generating plants and acquiring other power generation assets.” Pursuant to Presidential
Regulation No. 4/2010 as amended by Presidential Regulation No. 48/2011 and Presidential
Regulation No. 194/2014, the Government subsequently mandated us in the second phase of the Fast
Track Program 11 to procure 5,799 MW of renewable energy, gas and coal-fired plants in order to
fulfill increasing electricity demand in Indonesia beyond that provided by completion of the Fast
Track Program | above. Similar to the Fast Track Program |, Presidential Regulation No. 194/2014
aimed to provide support for accelerating the approval process for obtaining permit and environmental
documents, land acquisition and acquisition and compensation for transmission lines. The private
sector has been invited to participate in electricity development under the Fast Track Program Il as
IPPs are responsible for providing approximately 11,629 MW of energy mandated to be procured. As
of December 31, 2017, of the 17,428 MW total planned capacity under the Fast Track Program 11, eight
Fast Track Program Il projects (including IPPs) comprising a total capacity of 755 MW, or
approximately 4% of the total planned capacity of 17,428 MW, were in operation; 5,836 MW (or
33.5% of the total planned capacity of 17,428 MW) were at the construction stage; 3,325 MW (or
19.1% of the total planned capacity of 17,428 MW) were at the financial close stage; and 7,507 MW
(or 43.1% of the total planned capacity of 17,428 MW) were at the planning and procurement stage
. We are currently in various stages of planning and negotiation of the EPC contracts in relation to the
remaining mandated locations. The Government has formally extended the original completion year
for the Fast Track Program Il from 2014 to 2025. The Fast Track Programs are likely to result in the
development of 108 plants with a total capacity of approximately 27,355 MW in order to reduce our
reliance on fuel oil and the Government’s subsidy burden and meet rising electricity demand in
Indonesia. See “Relationship with the Government — Government as Customer — The Fast Track
Programs” and “Risk Factors — Risks Relating to our Business and Operations — We are exposed to
risks associated with developing additional electricity generating plants and acquiring other power
generation assets, in particular the successful completion of the Fast Track Programs and
implementation of the 35,000 MW Program” and “— We are exposed to certain risks associated with
developing additional electricity generating plants and acquiring other power generation assets.”

We had total revenues, income and Adjusted EBITDA of Rp.255,295 billion (U.S.$18,844 million),
Rp.4,428 billion (U.S.$327 million) and Rp.59,590 billion (U.S.$4,177 million), respectively, for the
year ended December 31, 2017. The volume of electricity we transmitted and distributed in 2017
increased by 3.3% to 223,134 GWh from 216,004 GWh in 2016. From 2010 through 2016, our
cumulative average annual increase in volume of electricity transmitted and distributed was 6.1%. In
the year ended December 31, 2017, we achieved a SAIDI and a SAIFI of 19.3 hours per consumer per
year and 12.7 interruptions per consumer per year, respectively.

Our corporate offices are located at Jalan Trunojoyo Blok M 1/135, Kebayoran Baru, Jakarta Selatan,
Indonesia.

Our History

The electric utility industry in Indonesia began at the end of the 1800s, when several Dutch companies
established electrical generators in Indonesia. These electrical energy enterprises later formed the
public interest company NV.NIGM. Following the independence of Indonesia in August 1945, the
Government assumed control of these electrical companies. On October 27, 1945, President Soekarno
established the Jawatan Listrik dan Gas (Bureau of Electricity and Gas), with a total generation
capacity of 157.5 MW.

On January 1, 1961, the Bureau of Electricity and Gas was converted into BPU-PLN (Badan Pimpinan
Umum Perusahaan Listrik Negara), which focused on electricity, gas and kokas (a type of fuel derived
from coal).

On May 13, 1965, BPU-PLN was split into two separate companies, Perusahaan Listrik Negara (PLN)
for electrical energy and PGN for natural gas. At such time, PLN’s total generation capacity was 300
MW.
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In 1972, the Government changed our status from Perusahaan Listrik Negara to a public service
company (known as Perusahaan Umum Listrik Negara (PLN)). In 1985, the enactment of Law No.
15/1985 of the Electricity Act gave us exclusive control over the business of providing electricity in
Indonesia. In 1990, by Government Regulation No. 17/1990, as amended by Government Regulation
No. 23/1994, the Government appointed PERUM PLN as the exclusive owner of Indonesia’s entire
electricity generating business.

In 1989, the Government opened up the electricity supply business to the private sector. In line with
this policy, in July 1994, we changed our status from Perusahaan Umum to a limited liability
state-owned enterprise (known as Perusahaan Perseroan (Persero)).

In 1998, in response to the Asian financial crisis, we entered into negotiations to restructure our PPAs
with our IPPs, and completed the restructuring in 2003 which resulted in some write-offs, partial cash
payment, and conversion of payables into long-term debt. As part of the restructuring schemes, we
renegotiated the main terms and conditions and period of PPAs. We completed the restructuring of
certain Government subordinated loans in 2001.

In 2003, the Government enacted Law No. 19/2003 to provide state-owned enterprises that are
assigned to provide PSOs the right to compensation from the Government of all of their costs, as well
as the expected margin, if the assignment is not feasible.

In 2006, the Government introduced the Fast Track Program I, pursuant to Presidential Regulation No.
71/2006 as amended by Presidential Regulation No. 59/2009, Presidential Regulation No. 47/2011,
Presidential Regulation No. 45/2014 and Presidential Regulation No. 193/2014, which mandated us to
build 42 coal-fired electricity generating plants.

On September 23, 2009, the Government issued the New Electricity Law. Prior to the enactment of the
New Electricity Law, the supply of electricity in Indonesia was the responsibility of the state and was
carried out by us at the direction of the Government. We held PKUK from the Government under
which we operated as an integrated electricity supply company. Under the New Electricity Law, our
PKUK is no longer recognized and we are deemed as already having obtained the IUPTL. On
September