work are to be carried out by an appropriate number of staff during plant shutdown
{basically, no subcontracting will be carried out). Appropriate numbers of operational
staff members after starti—up will be as follows!

Manager Supervisor Assistant Foreman Worker ‘Total

[Clerical sector]
General .Affairs Dept. 1 2 4 2 34 43
Personnel Dept. 1 -3 q 3 25 . 36
Health Dept. 1 1 2, 4
Finance Dept. _ 1 5 6 - 2 9 23
[Engineel'ing sector] , _ _
Mill ' 1 6 21 31 480 539
Utility | 1 3 5 7o % e
Planning & Control Dept. - 1 3 4 : e 10
[Sub-total of both sectors] 7 °~ 22 a5 55 588" TIT
Mill manager - . ¢ - . . : L o P |
Total . - . 0. T .0 92 45 .55 - . 58 7

Labor expenses of the 718 persons shown above during the constiuction peri_od'
are calculated as follows:

Mill mana.ger L -RDSIO,ZIS x 1.1 X. 1 persons. X 15 mos. =. 13,369 ‘I‘h_.Rp

" Managers - Rp810,213 x 1.1 X 7 persons X 15 mos = 63,577 °
.Supervisors S Rp810,213 ' x 1.1 X 22 persons X 15 mos. =" 150,783 i
Assistant supervisors Rp810,2_13 X 1.1 X 45 persons X 15 mos = 172,343 7
Foreman = ' Rp810,213 x 1.1 X 55 persons X 15 mos = = 156,907 "
Wprkers - Rp810,213 X 1.1 X 588 persons X 156 mos = 1,274,920 7

Tétal labor expenses 1,'831,899 Th.Rp ... Local cost
~ b) Utility cost | |

Eleciric power | Water - Fuél
Estimated consumption | 3,500,000 KWH | 100,000 m' | 10 kI
Expenses ' 392,021 Th.Rp 10,000 Th.Rp . 2,500 Th.Rp
Basic rates ' . ' 112,021 Th.Rp .
Specific rates - 280,000 Th.Rp .
Total utility costs 404,521 Th.Rp ...Local cost :
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¢) Raw material cost for trial operation
As trial operation-adjusiment use, 0.5 month portion of operatioha] time consumption

is posted:

' ' 0.5 '
Polyester Yearly consumption volume 4,200,000 kg »x Rp2,200 X hﬁ = 393,250 Th.Rp

Rayon Yearly consumption volume 2,310,000 kg X Rp4,400 X %55 = 423,500 Th.Rp

Total raw material cost 816,750 Th.Rp

Total of pre—operational expenses 3,063,170 Th.Rp .. Local cost

{4) Consulting Cost

a) Design fees
¥22, OQG 000

¥20,000,000

1) Basic dcsign.

ii} Detailed design

ii) P/Q, tender documentation, tender ¥14,000,000 evaluation
Total consulting cost ¥56,000 (794,326 Th.Rp) ...

Foreign cost

b) Field work cost
Since construction work supervision will be carried out by ‘the same- personnel for
both plants, the field work cost for Cipadung Mill will be a half of the:total.

i) Construction work supervision ¥91,100,000 (1,292,198 Th.Rp)

... Foreign cost

"ii) Miscellaneous expenses 32,800,000 (39,716 Th.Rp) -

- ... Foreign-cost

ifi) Local cost 36,000 Th.Rp

 Total of field work cost 1,367,914 Th.Rp
1,331,914 Th.Rp ... Foreign cost h
36,000 " ... Local cost

Total of consulting cost 2,162,240 Th.Rp

2,126,240 Th.Rp ... Foreign cost - -
36,000 " ... Local cost

(5) Training Cost .
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a) Cost of OJT by foreign fraining staff
“i } Training fee - 247 ,SOG,OOO (678,014 Th.Rp) .
_ Foreign cost
ij‘.) Miscellanecus expenses 2,350,000 (33,333 Th.Rp) ...
| . ‘Foreign cost
i) Local cost o ©. . ¥10,500 Th.Rp
Total OJT cost 721,847 Th.Rp
‘ 711,347 Th.Rp .. Foreign cost.
10,500 " ... Local cost
b) QOverseas t1ammg cost o _
Mill manager—class personnel 1 person X 0.5 month hd ¥2 000, 000 = ¥}, 000 000
DgpartmentH or secuon manager—class personnel! 2 persons X 3 months X ¥2,000,000
= ¥12,000,000 °
Total ¥13,000,000'-(184,397 Th.Rp) ... Foreign cost
Total training co_st 906,244 Th.Rp
895,744 ’I‘_h.Rp ... Foreign éost
10,500 Th.Rp Lacal cast
(6) Contingency |
How to consider contingéncy is explained in the section of Banjaran Mill {Chapter
. B |
Foreign cost 43,206,338 Th.Rp X 2% X 3 years = 2,592,380 Th.Rp

o] n

Local cost 6,966,125 X 7% X 3 years = 1,462,886
~ Total contingency . 4,055,266 Th.Rp
(Accourting for about % of total construction cost of Cipadung Mill
(7Y Inier_ést during the Constiruction Period
From the start io termination of construction work, disbursement of construction funds
is expected to follow a rising trend of 45 degrees. For convenience of calculation,

howev er, disbursement of 'construc'tion' funds is assumed to be made in the 8th month

in the middle of the 15-month construction period.
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Case A
: . . 1
(IForeign currency—denominated) 45,798,719 Th.Rp X 10% X e = 2,671,592 Th.Rp

7 . .
{Local currency—denominated) 8,429,011 " x 18% X E =885.046 Th.Rp

Interest during the consiruction period 3,556,638 Th.Rp - .

Case B
(Foreign currency—denominated) 2,671,592 Th.Rp X 70% = 1,870,114 Th.Rp
{Local currency—dencominated) 885,046 Th.Rp X 70% = 619,532 Th.Rp

Interest during the construction period 2,489,646 Th.Rp
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CHAPTER 9 EVALUATION OF RENOVATION PLAN
9-1 Preconditions for Financial ‘Analysis

9-1-1 Basic Preconditions
(1) Forecast Project Life
Construction period 1.5 years ' starting from July 1994 and e’ndin_g in December 1895
Operating periéd 11 years starting from 1996 and ending in 2006
-+, (2) CGaleulation Standard
1) Base year: June 1991
2} Indicating currency: Indonesian Rupiah (Rp)
3) Exchangé r.atei- Average exchang_e rate in June 1891
US$1 = ¥137.75 = Rpl,954 |
Rpl = ¥0.0705
4) Inflation -
As the inflation rate in Indonesia has been stable during the past ten years, all
expenses and cost of benefits that will arise in -the future are evaluated uﬁder (;':onstant
‘prices. Sinc_e inflation estimation.will involve macro economic problems, sach as
cui‘rency expanéion, deflation, currency demand, savings, and invesiments, price
changes during the project life are not incorporated. .
{3) Fund Procurement Conditions . _ S -
1) Loan interest and repayment terms
- Long.—term loan in foreign currency:Interest rate 10%
20 times semi—annual installments after a grace
period of 2.5 yeats
:Long—tér_m loan in local currency:lInterest rate 18%
20 times semi—annual installments after a grace
7 period of 2.5 years
2) Loan/Equity ratio
Case A :100/0
- Case B : 70/30
.(4) Base Cé_lse for .Study .

 As a resulf of the technical study of the renovation plan in Chapters 7 and 8, the
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(5)

following strategy has been put forward:

Banjaran I - Sales profitability is to be improved based on the change of products
into higher varn count ones and their quality imp[_‘ovement by
reialacing almost all of outdated facilities and equipment.

Banjaran 11 - Product quality is to be improved through partial rehabilitation of
production lines.

Cipadung Mill ~ Based on the strategy of promoting joint sales with Banjaran Mills,
production is to be specialized in man—made yarn, and the
improvement of production efficiency and sales profitability is to
be attained by replacing outdated facilities and equipment almost
completely. _

From a technical viewpoint, the above plans are found to-be optimal. In studving

the financial viability of this project, the following three alternatives are assumed as

renovation plans:

Case 1 — Renovation will be carried out only at Banjaran Mill.

Case 2 — Renovation will be carried out only at Cipadung Mill.

Case 3 — Renovation will be implemented at both Banjaran and Cipadung Mills.

Sir’nuiation'Case in the Study

Simulation Case 1 5% up and down of sales prices

Simulation Case 2 13% up and down of raw material procurement cost

Simulation Case 3 2% up of the interest on loans

An assumption that there will be an increase of 5% in product sales revenue at the

mid-point of the project life was made, taking into consideration the past transition

of varn price and general inflation rate as well as a prospect of production equipment
installation and growth tendency of textile consumption in the future. As for the raw
material as well, an assumption that the cotton price will fluctuate within the range
of 13% both up and down. This assumption was made on the basis of the past fluctuation

of cotton market price.
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9- 1 -2 Requlred Funds and Fundmg Plan
In Chapters 7 and 8, required funds for Bamaran Mills (Case 1) and Clp'ldung Mill (Case
_2) were shown, respectively. Tables 9—1, 9-2, and 9-3 indicate the project cost for Cases
1, 2, and 3, respectively. -
(1) Working Capital
When a rehablhtat;on plan is enforced additional working’ capltal will be requlred
Assuming that new-worklng c_apltal- will be required fromr the outset of the opelatxon,
actual sums in that case are shown bel{ﬁv. Unless specifically noted, expenses in a
yéar.after the second year of the 6peration are used as the Haée.
1) Current assets ' 7 ‘
(1). Cash :
Cash is assumed to be equwalent o sales in one month
Case 1 54,901 M. Rp X 1/12 = 4,575 M.Rp -
Case 2 36,82 ° X 1/12 = 3,060

]

Case'3 91,727 X 1/12 = 7,644 "
(2} Accounts receivable .
Accounts receivable aré assl;med to be equivalent to sales in twoimbnths. :
Case 1 54,901 M.Rp x.2/12 = 9,150 M.Rp
Case 2 36,826 ~ X 2/12 = 6,138 7
Case 3 91,727 "  x 2/12 = 15,288
(3) Otﬁer'accounts receivable
These are assumed to be equivalent to labor expenses in three mont_hs.
Case 1 . 2,671 M.Rp X 3/12 =" 668 M.Rp _
Case2 1466 " x 212 = 36 "
Cased 413 " X 312 = 1,04 "
(4) Inventories , -
- 'Raw materials‘ 7
: Workmg capxtal for yaw mater;als are assumed to be two mon.th portion of
raw mater;al mventorles _ _
- Case ' Cotton 21 311 M. Rp X 2/12 :.-33,552 MRp
| Polyester 7,214 " x 2/12 = 1,200 "
_ : :. ,;I‘o_t.al k .. . 4,754 "
Casé 2 __Polye-stér' '1_0',496 M:Rp X 2/12 = 1,749 M.Rp.
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"

Rayon 11,303 " x 2/12 = 1,884
Total ' _. 3,633 "
Case 3. : ) | . 8,387 i
: — Packaging materials
Packing materials are assumed to be two month portion of packing méterial
inventories. '
Case 1 1,016 M.Rp X 2/12 = 169 M.Rp
Case 2 g0 " x 2/12 = 147 "
Case 3. 1,806 " ><. 2/12 = 316. "
— Spare parts
The'se'are assumed to be equivalent to a one—year portion .of. total maintenance
expenses after the fifth vear of operation.
Case 1 - 1,716 M.Rp

”

Case 2 1,210
Case 3 2,926~
- Semi—efaborﬁted products and products
They are assumed to be a 10—day portion of cash factory cost.
Case 1 22,713 M.Rp X 10/365 = 622 M.Rp
Case 2. 26,792 7 %X 10/365 = 734 7
Case 3 : 1,356 "
2) Current liahilities
(1) Accounts payable
Accounts payable are assumed to be equivalent o two month portion-of accounts
payable for taw rriateriéls.
Case 1 4,754 M.Rp
Case 2 3,633 .7
Case 3 8,387 .7
(2) Other accounts payable
These are aséumed to be équivalent to one month portion of labor expenses.
‘Case 1.+ 2,671 M.Rp

Case 2 1,466._'
Case.3 - 4,137,
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The total working capital tequired is shown below:

Case 1 Case 2 Case 3

Currént assets 21,654 15,297 36,951
Cash 4,575 3,069 7,644
‘Accounts receivable : 9,150 . 6,138 . 15,288
Other accounts receivable 668 366 - 1,034
Inventories . 7,261 5,724 12 ,985
Raw materials 4,754 3,633 8,387
Packing materials : 169 - © 147 316
Spare parts 1,716 1,210 2,926
Semi—elaborated and final products . 622 734 1,35_6
Current liabilities - 7,425 | 500 | 12,52
Accountis payable 4,754 3,633 - 8,387
Other accounts payable 2,67i 1,466 4,137
| Working. capital — 14,229 10,198 24,427

{2) Total Required Funds and Fund Raising Plan
The funds required for this project can be summarized as follows:
1) Fixed assets

Case 1-A 77,923 Case 1-B 76,004

Case 2-A 57,783 Case 2-B 56,716
Case 3—A 135,706 Case 3-B 132,810

2} Working capital
Case 1 14,229
Case 2 10,198
Case 3 24,427

3) Total required funds

Case 1-A 92,152 Case 1-B 90,323
Case 2—A 67,981 Case 2-B 66,914
Case 3-A 160,133 Case 3-B 157,237 -

Generation of required funds and their procurement schedules are summarized in Tables
9-4 to 9-9.
Schedules for repayment of the principal and interest for long—term loans for individual

cases are shown in Tables 9-10 to 9-21.
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Table 9-10 Repayment Plan (Long—term Credit of Foreign Portion)

Case 1-A Unit : Million Rp
_ . Interest %Year
Year - | Installment [ Principal Principal Repayment | Balance Unpaid 10.0
-1,5/1 62,013 0.00 $2,013.0
1 0.00 62.013.0 $,201.3
e 3,100,865 | ! 58.912.4 | . 3,100.7.
2 3, 100.65 55,.811.7 2,945. 6
Sub Total B,201.30 .5, 046.3
S S A 0085 2 I 2,790.8.
4 - ] 3,100.66 49.5195gﬂ 2:835.6
Sub Total 6,201.30 u .5.426,1
R I T R T 3,100.65 | . 46,508.7. | 2.480.5.
B, 3,100.65 43.408.1 2.325.5
Sub ‘Total 6,201.30 : _ “4,806.0
5 | T 3,100,856 . 40,308.4.| . 2,170.5.
8 3.100.65 [ 37.207.8 2.015. 4
Sub Total 6. 201. 30 : ~4,185.9
RN Y D RO S 3,100.65.] . 34,107, 1| 1,860.4.
10 . 3.100.65 31.006.5 ) 1,705. 4
Sub Total 6.201.30 1 I 03, 565.7.
1o Wb sane.esl o 2zeess | 1,860.3
i 12 3,188.65 24,805,2 | 1,395.3
) Sub Tota 6,201.30 ) 1 2,945.6
- .
S E I D 3,100.65.(  2L704,50 1,240.3.
14 3,100.55 18.603.98 1, 085.2
Sub Total 6.201.30 2,325.5
9 | 5 3,100,668 | 15.503.2 | 9302
16 3,100,658 12.402.% 775.2
Sub Total 6,201.30 1,7056.4
0ol o 3,200,085  9.300.91 201
) 18 _ 3,100. 65 6,201.3 465, 1
Sub_ Total 5,201.30 . - 1.085.2
noo A8 2,100,685 | 3,100 | 30,1
: 20 . ' 3.100.65 -0.0 155. 0
Sub Total 6,201.30 466. 1
' Total 62,013, 00 38, 758. 1
Remarks :




Table 9-11 Repayment Plan (Long—term Credit of Local Portion)

Case 1-—-A Unit : Miliion Rp
- _ _ _ Interest %Year
 Year Installment | Principal. {Principal Repayment |Balance Unpaid 18.8
-1.5/1 15,810 0.00 15,910.0
14,228
1 30,139 0.00 30,139.0 2.863.8
2| R R N 1,506.95 | 28,8321 | 2:712.5.
5 1,506.95 27.125.1 2,576.8
Sub Total 3,013, 90 5,289.4
N SN TN KOOI N 1,506.95( 25,6182 2,441.3.
4 1,505.95 24,111.2 2, 305.6
Sub Total 3,013.90 4,746.9
4 f] B 1,506.95 | .. . 22,604.2 1 . 2.170.8
6. 1,506,395 21,097.3 2.034.4
Sub Total B 3.013.90 : 4,204, 4
5 o T 1, 808.05 19.590.3 | ] 1,898.8
g 1,506, 85 18.083.4 1,763.1
L Sub Total 3,013.60 3,661.8 |
S - SOV AUUTUUUOUUUTOTURUUOTTES ROTPRUROOOROY 1,608.95 0 . 16,576.4 { . ] 1.827.8
10 1,506.95. 15, 069. 5 1,491,9
Sub Total 3.013.90 ; 3,118.4
T ] Wb 150695 ) 13,562.5F 1,356.3
12 1,586.95 12,085.6 1,220.6
Sub Total 3,013.90 2,576.9
CI T D 1,506.95 | 10,548.8 ) - . 1,086,0.
14 1,506. 85 3,041.7 943, 4
|- Sub Total 3,013.90 2,034, 4
SR SO 1 O SO 1,506.95 | . 183471 813.8.
15 1,506,395 5,027.8 678.1 |
Sub Total 3,013.90 1,491.9
E11 R N ) SN SRRV N 1,606.85 % . 4,520.8 1 . .. .. 542.5.
i3 1,506.85 3,013.8 406.9
Sub Total 3,013.90 N 943.4
11 b 18 e 1,506.95.0 . . 1.800.9 ¢ . 2713
20 1.505.95 -0.0 135.6
Sub Total 3,013.90 - _A406.9
Total 30, 139. 0D 31, 345.2
L
Remarks :
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Table 8-12 Repayment Plan (Long-term Credit of Foreign Portion)

Case 1—B Unit : Million Rp .
e ] ) . Interest %Year
Year Installment | Principal Principal Repayment. | Balance Unpaid 10.0
~1.5/1 34,916 .00 34,916.0
1 0. 00 34,916, 0 3,491.5 ]
R I R IR 1, 748800 33,1102 0 1.745.8.
' 2 1, 745. 80 31,424.4 1,658.5
Sub Total 3.431.60 3,404.3
B B e 1,745.80 | . 23.678.6.) . 1.571.2.
4 1.745. 80 27.932.8 1.483.§
Sub Tetal 3,4491.60 ; 3,0565.2
4 | SR R . 1,745.80. | 26,187.0 | .. 1.396.6.
§ 1.745. 80 24,441.2 1,309.4
Sub Total '3.491 3] _2.706.0
TR E D N S 1,745.80 ) 22,6954 | 1.222.1.
. 8 1,745.80 20,948.8 1.134.8
Sub Total 3.491.60 o 2.355.8
6 L 8l 1,745.80 19,208.8. .. 1,047.5.
- 10 1, 745. 80 17,458.0 966. 2
Sub Total 3.491 60 _ 2,007,717
T W e nmas80 | 15.712.2 | 872.9.
.12 1.745.380 13,966.4 785.6
" Sub Total 3.431 50 s - 1,688.5"
R TR LN R A 1,745.80. | 12.220.6. | B98.3.
. 14 1, 745. 86 10,474.8 611.0
Sub Total 3.491ﬁ60. 1,308.4
9 fab 1,745.80 . 8.728.0.| .. 523.1
C 16 1,745.80 6,983.2 435.5
Sub Total 3.491 60 960, 2
ST YA D N 1,745.80 1 5.237.4 | . . 349.2.
- 18 1,745.80 3,491.6 281.8
“Sub Total 3,491.60 : 611.0
oo e L1580 L7458 | 174,6.
_ 20 ] 1,745.80 0.0 87.3
1 Sub Tptal 3.491_60" 261.9 |
. Total ' . 34.916. 00 21,822.5

Remarks
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Table 9-13 Repayment Plan (Long—term Credit of Local Portion)

Case 1-8B Unit : Million Rp .
: Interest %Year
Year Installment | Principal | Principal Repayment | Balance Unpaid - 18.0
-1.5/1 i4, 081 0.00 14,081.0
14,229 :
1 - 28,310 . 0.00 28,310.0 2.534.6
2 i 1,415,560 | 26,894,501 2.547.9.
2 ! 1,415,590 25.479.0 2,420.5
Sub Total 2,831, 00 1,958.4
3 o 1,415,580 | 24,083.5 ) ... 2,293.1
Ty 1,415, 50 22.848.0 2,186.17
Sub Total 2.831.00 4.458.8
& B 1,415.50 | 21,232.5 (. . . 2,038.3.
' g 1,415.50 19,817.0 1,810.8
Sub Total 2.831.00 3,948.2
5 | Tl 141850 0 18.401.5 | 1,783.5
3 1,415.50 16, 986. 0 1,656.1
Sub Total 2.831.00 _3.439.7
6 o 1408080 15,570.5. | ... 1,528.7.
10 1,415.50 14, 156.0 1,401.3
Sub Total 2.831.08 - 2.930.1
T b 1,415.50 | .. 12,7385 | 1,274.0.
12 1,415.50 11,324.0 1,146. 6
Sub Total 2,.831.00 3,420, 5
B 33 i,415.80 8 9.908.5 1 ... 1.019.2.
14 1,415.50 8,493.0 391.8
Sub Total 2,831.00 -.1,910.8
9 | 5 1 4B80 T,077.5. 0. . 164.4
16 1,415.50 5, 662.0 637.0
Sup Total 7.831.00 1,401.3 |
10 |3 b L415.80 | 4.248,5 | ! 509.6
18 1,415.50 2,831.0 382.2
Sub _Total 2,831.00 891.8
i1 ST X I S SvIvUsvsuvTNTONY VOO 1,415.50 ) . 1.418.5 | .0 ... 2548
20 1,415.50 | 0.0 127.4
Sub Total 2,831.00 " 7382.2
Total 28,310.00 29,287.%
Remarks :
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Table §-14 Repayment Plan (Long—term Credit of Foreign Portion)

Case 2-—A Unit : Million Rp
. o Interest %Year
Year Installment | Principal | Principal Repayment | Balance Unpaid 10.0
-1.5/1 48,470 0.00 48,470.0
1 0. 00 48,470.0 4,847.0
2 Vo b padez80 | 46,046.8 2,423.5-
2 2.423.50 43,623.0 2.302.3
Sub Total 4, 847.00 : 4,725,8
30 L 32350 41.199.5. . 2.181.2.
4 2.423.5D 38,776.0 2,000.0
Sub Total 4,847,00 4,241.1
— : _ :
¢ s b 2.423.80)  36,382.5 ) 1,938.8.
i 2.423.50 33,929.0 1,817.6
Sub Total 4,847 00 B 3,756, 4
5 T 2,428.50 | 31,8085 | . 1,696.5
i 8 2,423.50 29.082. 8 1,675.3
Sub Total - 4,847.00 | 3.271.7
S 0 as2ns0l o 26.688.5( . 1.454.1.
10 - 2,423 50' 24,235.0 1.332.9
Sub Tota 4, 8§47.00 ) ” 2,781.0
T SR W EvR e 2.423.50 | 20,8105 | . 12118
12 2.423 50 19, 388.0 1.090.6
Sub Total 4.847.00 ] 2,302.3
8 | ST T ST 2.423.50 16.964.6 1 969,4
- 14 ] 2.423.50 14,541.0 848. 2
Sub Total 4,847.00 1.8;?.5
9 |ooas 242380 12,117.5 | 727.1.
15 - 2.423.50 9,694.0 505.9
Sub Tota 4,847.00 ' 1{332.9
YRR N ¥ SN (AR RS 2.423:50 ) 7.270.81 - 484,71
: 18 2,423.50. 4,847.0 363.5
Sub Total 4,847.00 - 848.2
IS S 09 2.423.50 | . 2.423.5.| ... ..242.4
S 20 2,424.50 0.0 121.2
Sub Total 4,847.00 -363. 5
Total 48,470, 00 30,293.8
Remarks :
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Table 9-15 Repayment Plan {(Long—term Credit of Local Portion)

Case 2-A Unit : Million Rp
. : Interest %Year
Year Installment | Prinecipal |Principal Repayment | Balance Unpaid 18.0
-1.5/1 9.313 0.00 9,313.0
16,198
i 19,511 0.00 19.511.0 1,676.3
2 | L e e 38,80 18,9398 | o 1,756.0
2 975.85 17,569.9 1,668.2
Sub Total 1,951.10 3{424.2
3 |l erses | 165844 | 1,580.4
4 975,55 { 15,608.8 1,492.6
Sub Total 1,9851.10 3.073.-0
4 L B e 97555 1. ... 14,633.8. | ... 1.404.8
B 6 975.556 13,657.17 1,311.0
Sub Total 1,851.10 2,721.8
5 il e 875.98. ¢ ... 12,882.2 | .. 1,229.2
8 975.556 11.706.6 1,141.4
Sub Total 1,951.1¢ | 2,370.6
L S S e e 875.58 5. ... 10,7380 ] 1,053.6
10 975.5% 9,755.5 965.8
Sub Total 1,951.14 2,019.4
7 oAb 875.55 ¢ . 8.780,04 . . 8780
12 975,55 7.804.4 790, 2
Sub Total 1,951.10 ' | 1,668.2
L I 1 e 975.585 | ... 6.828.8 4 ... 102. 4.
B 14 975.5%5 5,853.3 6514.6
Sub Total 1,951.10 1,317.0
9 Xl erses | 47Tl ) 526.8.
16 975.55 3.9682.2 439.0
Sub Total 1,9561.10 - 965.8
DL 17 b b 87B.55 0 2,928.7) .881:2
i8 875,55 1.851.1 263.4 |
Sub Total 1.951,18 ' 614.6
11 o A8 98,5 L 8Ts e 178. 8.
20 975.55 0.0 87.8
Sub Total 1.951.10 ' 263.4
Total 18,511.00 20,114.2
Remarks :
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Table 916 Repayment Plan (Long—term Credit of Foreign Portion)

Unit : Million Rp

Case 2-8 -
S ' _ _ Interest ¥Year
Year Installiment . Principalr_ Ptincipal Repayment | Balance Unpaid 10.40
-1.5/1 27,504 | _ 0.00 27.594.0 |
o 9. 09 21.594.0 2,759.4
2 | Lo 3100 2820 1,379,7.1
' 2 1,3718.70 24,834.6 1,310.7
Sub Total Z. 759 407 ) : 2,5690.4
3| Sl 18797001 23,4548 1 . 1,241.7.
. 4 1,379.78 22,075, 2 1.172.1
Sub_Total 2,759.40 2,414.5
4| S 179,70 20,895,5 | 1,1038.8.
. b 1,379.70 19,315.8 1,034.8
Sub_Tota 2.759.40 2,138.5
5. | T 1,379.70. 17,936.1.| 9655
. 8 1,379.70 16,556, 4 895.8
Sub_Total 2.759. 40 ) 1.862.6
S R R W A 1,879,701 151787 821.8.
10 1,378 70“ 13{797.0 758.8
Sub Tota 2,759.40 ' 1.586.7
7 SRR A R 1,379.70 | 12.417.3 1] 689.8.
o | 12 1.379.70 11,031.6 $20.9
Sub_Total 2.759.40 1,310ﬁ7
8 . 13 b 1,379.70. | . 9.657.9| 551.9.
g 14 1,379 70 B.278.2 482.9
Sub Total 2,759. 40 . 1,034.3
RS B LI P A 1,379.70.| . 6.898.5) 4139
: i6 1,379.76 5.918.8 344.9
Sub_Total 2,759.40 758. 8
10 3T T AT 10 % W B, 2199,
: 18 1.379 70 2.759.4 287.0
Sub Total 2.759. 49 '482.9
A8 LT9.T0 LRI 138.0,
S 20 1.379.790 0.0 69.0 |
Sub Total 2.75%.44 ~207.4Q
o Total 27.594. 00 17,246.2

Remarks :




Table 9-17 Repayment Plan {Long-term Credit of Local Portion)

Case 2-B

illion Rp. :

4 Interest %Yeaf.
Year Installment | Principal |Principal Repaymeni | Balance Unpaid 18.0
~1.6/1 9,049 | -
10,198
1 19, 247 1,628.8
A S Lo 982,35 18,2840 1.732.2
' B 2 1,645.8
Sub Tetal 3,371.8
30 B b eb2.85 16,3800 1,559.0.
4 1,472.4
Sub Total 3.0831.4 |
o e b esaas ] 1443530 1,385.8.
6 1,299.2
% Sub Total 2.085.0
5 o 96285 12,810.8] 1.212.6.
8 1,125.9
F_gﬁg_Total i 2,338.5
T e gBZ 00 LB, D00, 9 1.038.3.
10 952.7 |
Sub Total 1,992.1
7 962,38 88802 | 866.1
i2 ' 178.5
Sub Total s 1.645.6
I 18 ee2.35 06,7385 [ . . 682.9
14 §06.3
Sub_Total 1,299,2
N o b 882,35 ) BT BT
16 433.1
Sub Total I 952.7
w o T b w235 28870 346.4.
.18 269.8
Sub Total 606.3
11 s B2 00 kAL ) 173.2,
20 86.6
Sub Total 2h8. 8
Total 19.817.2
e

Remarks :




Table 9-18 Repayment Plan {(Long—term Credit of Foreign Portion)

Case 3-—-A

Unit ; Miliion Rp

Installment

Interest %Year

Year Principal -] Principal Repayment | Balance Unpaid 10.0
1.5/ 110, 483 ' 0. 00 110, 483.0

. 9, 00 110, 483. 0 11 048.3

2 o Do BB2808 ) 1049589 | 5,524.2.

2 5,524.15 94,434, 7 5,247.9

Sub Total 11, 048. 30 19.772.1

3 | o TR TSR S 5,524.15.|  93.910.6 | . 49707
4 5,624,156 ' 88,386.4 4,695.5

Sub Total 11,048.30 93, 667.3

R S KN RS 5.524.15 | 82.862.3.| . . 4,419.3.

- . b 5,524 15 77,338.1 4,143.1
Sub Total 11,048.30 : 8}552.4

6 ot 5,524.15.  70.814.00 3.866.9.

8 5.524.15. 66, 289. 8 3.590.7

Sub Total 11,048,340 : ?3451.6

6 |8 b 5.52005  60.765.70 3.314,5_
10 5,524.15 55, 241.5 3.038.3

Sub Total 11.048.30° - §,352.8
T o oss2a08 49,7174 | 2,762.1.

: 12 5,524.15 44,193.2 7.485,9
Sub Total 11, 048. 30 5,247.9

8§ | 3 ss2aas | 886890 2.208.7.

' 14 5,524 15 [ 33.144.9 1.933.56
Sub Total 11,048,380 4.143.1

9 | LI T T 5,524,156  27.620.8.| . 1,851.2.

’ 16 h.524.15 22.096.6 I.BBL.O
Sub Total 11.048.30 . 3.038.3
U T\ ST NSO DR 5.524.15.) ] 16.572.5 | ... 1,104.8
. 18 h.524.15 11,048.3 828.6
Sub Total 11.048. 30 : 1,933.5
ETREEN 8 sb2808 | ss22d 8B4
Q- 20 §5,.524.156 0.0 276.2
Sub Total 11,048, 30 828.6

o Total 00, 69.051.9

" 110,483,

Remarks

— 593 —




Table 919 Repayment Plan (Long-term Credit of Local Portion) -

Case 3-A Unit ; Million Rp .
- _ . : . Interest ¥Year
Year Installment | Principal |Principal Repayment | Balance Unpaid 18.0
-1.5/1 28,223 0.00 . 25,223.0
24,427 '
L1 49, 650 _ 0.00 49, 650. 0 4,540.1
R L aasns0 L AT 4,488.5.
2 L 2,482. 50 44, 685.0 4,245, 1
Sub Total ' : . 4, 865. 00 3,713.5
I T S i b 2igs250 | 42,2025 4.021.7.
o 4 2,482, 50. 39,7280 3.798.2
Sub Total 4.955 00 ] 7.819.9
g s 2.482.500| 37,2315 3.574.8
6 2,482.50 34, 7656.0 3,351.4
Sub Total "~ 4,999, 00 ) 5,926, 2
S T 248250 | 32,272.5. ) . . 3;128.0
8 2,482.450 29,790.0 ! 2.904.8
Sub Total 4,965. 00 6,032.5
S I PR 2.482.50. | emsersl 2,681.1
| __ 16 _ 2,482, 50 24,825. 8 2.457.7
Sub Total 4,865.040 S 5.138.8
Tl e oaas0l L 22,342.50  2.334.3.
12 2,482.58 18, 860.0 2.010.8
Sub Total 4,965, 00 4,245.1
8 | 3o 2,482.50 [ 113105 (... . 1,787.4.
14 _2.482 50 14, 845.0 1.564.0
| Sub Total 4,965.00 3.351.4
s | 9 b 2,482.90 | 12,612.8 4 1,340.6.
16 2,482,560 3,930.0 1,117.1
Sub Total 4,965, 00 ' 2;457.7
10 | oo 2,482,580 [ 7.447.5.1 .. 893.7
13 2,482.50 4,965.0 670.3
Sub Total ] . 4.965,00 7 1,564, 0
11 o e 248280 2.482.5. 446.9.
| 20 2,482, 58 .0 223.4
Sub Total 4,965 00__ B fﬁ?ﬂ._'&
Total 43, 650. 00 - 51,459.4
Remarks :
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" Table 9-20 Repayment Plan {(Long—term Credit of Foreign Portion)

Case 3-8 Unit : Million Rp
e o . : _ Interest XVear
Year TLLpstallment Prin¢ipal~ | Principal Repayment |Balance Unpaid - 10.0
-1.5/1 ' 62,510 000 62,5100
1 0. 80 "7 $2,510.0° 6,251.0
2 312550 ] 59,384.5 | 3.125.5.
R R A - 3,125.50 56, 259.0 2.9569.2
- Sub Total 6.251.00 ) . H5,094.17
3 L 3,125,850 ) 53,133.51  2.813.0.
4 3,125,580 50,008.0 2.68586.7
Sub Total §,201.00 . 5;463L§4
f s a125.50. 45,8825 . 2.500.4.
) 5 5 3.125.50 43.757.0 2.344.1
Sub_Total 6.251.00 - 4,844.5
5ol T ses B0 A0.631.50 2.187.9.
.8 3.125.50 37.506.0 2.031.6
Sub Total b,251.80 5 4,219.4
TR N NN RS O ICT SN AT: 75 v1: 41 | N 34,3805 | . 1,875.3.
18 3,125.50 31.285.0 ,.L.?]Q.BJ
Sub Total 6.251.00 1 ~3,594.3 .
7 SRR N A R LA 1 N 28,129.5 | 1,562.8
: 12 . . 3,125.50 25,004: 10 1, 406,56
Sub Tatal 6,251.00 : 2.959\2
8 | 18 3.125.50 0 21.878.5.|  1,250.2.
14 3,125.50 18,753.0 1,093.9
Sub Tetal 5.251.00 : 2.344.1
9 V3,328,580 ) 15,8275 1 9377
- 16 3,125, 50 12.502.0 _i81.4
Sub Total 6,201.08 . 1.719.0_
w b ar b aeEse 9,376.5_ 626, 1
. 18 .3, 125.50 6,251.0. . 468.8 |
Sub Total . 6,251.00 ' ) l.£l93.9__1
1 18 2550 d128.8 | 312.5.
: 20 . 3, 12550 0.0 166.3
Sub Total £.251.00 | ' 458.8
~ - Total ' . §2.510.00 39,068.8

Remarks i
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. Table 9-21 Repayment Plan (Long—térm' Credit of Local Portiof).

Case 3—B Unit : Million Rp
: ) Interest ¥Year
Year Installment | Principal {Principal Repayment |Balance Unpaid . 18.8
-1,5/1 23,130 0. 00 23.130.0
24,427 .
1 41,557 0.90 47,557, 0 4,163.4 |
2 v aaTnes ! o4s,079,20 4,280.1
2 2.377.85 - 42.801.3 4, 066:)
Sub Total 4,755.70 8,346.3
3 | 3 e 2.3T.85 o 40,423,5(  3.852.1
4 2.371 85 38,045.6 3,638.1
Sub Totai 4. 768.70 . 7.480.2
PR 5237788 | 35,667.8.| . 3.424.1
6§ 2.377.85% 33.288.9 3,210.1
Sub Total 4,755.170 ~ 5.634.2
5 T 237785 30,812, 1| 2.996.1
8 2,377.85 28.534, 2 2,782.1
Sub Total 4,7956.70 5.778,2
6 L8l 237785 | 26,156.4 | 2,568.1
10 2.377.85 23.7178.5 2,364.1
Sub Total 4,755 70 4;922.1
| W 2,377.85 { _. 21,400.7|  2.140.1°
12 2.377.85 19,022.8 1,926.1.
Sub Total 4. 766.70 : '4.985{1
8 13 2,377.85.| 16,6450 | 1,712.1.
14 2.377.85% 14,267.1 1,498.0
Sub Total 4.755.70° B 3.210.1
S LI R N 2,377.85 \. . 11,8893 | . 1,284.0.
16 2.377.8% 3.511.4 1.070.0
Sub Total 4,7556.70 ) 2.354.1‘
woo T sTT8s | T3 856.0.
18 2,371.88 4,786.7 642.0
Sub Total 4,7565.70 1.4938.0
1| 0 3T1.8S | 23718 . 428,0.
20 2.377.858 .0 214.0
Sub_Total 4.755. 70 642.0 |
Tptal 47.557.00 -48,104.8
Remarks :
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9-1-3 .. Production and Sales Plans
(1) Production Plan
~ The production plan for the first year and second/subsequent years after the start of

the operation is summarized as follows:

Case 1 ‘
Kind of product " Symbol ' 15t vear 2nd year
Cotton combed yarn Ne32 (CM32) . 6,264 6,536
Nedd  (CM40) 5,235 5,462
Neso (CMs0) 3,133 | 3,58
Polyester/cottbn;blended yarn. -
65/35 New (P/C20) 1,421 1,550
Ned0  (P/C20) . o999 1,080
Ned0/2(P/C40/2) g3 S 71,020
Ne45 (P/C45) . 18,824 18,824
35/65  Ne20 (C/P20) 1,334 ol 1ec0
Ned0 (C/P40) | 938 1,125
Ned0/2(C/P40/2) 789 1,082
Total - 29,830 . 41,840
bales/vyear , baleé/y_ear
Case 2 -
Polyester/rayon—blended yarn _  1st year Znd vear
Ne20  (P/R20). . s02 15,665
Ne30 ~ (P/R30) . . 9,425 . 9,835
Ned0 . (P/R40) 4,635 4,836
Ned5  (P/R45) 3,419 3,567
‘Ned0/2 (P/R40/2) 1,696 : 1,770
Total | a8 35,673 .
. bales/year balés/year yy

- For convenience of ‘éalcul_at‘ion, it is assumed that products will be immediately shipped.
Therefore, the above figures also represent planned sales v'olume._
(2) Sales.Pricés | '
The total of th_el mahufaéturing cost per b_ale, ‘profit (20%), transport/ insurance,_cost_,

and the value added tax is assumed to be the desired sales price (in setting the sales
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price, Case A out of Cases A and B}, and the final sales price will be set after its

FJK—‘n;d of Manufac—
product turing’
cost/bale
(A)
—_

CM32 1,275,198
CMA40 1,377,068
CM50 1,983, 658
P/C20 903,154
P/C40 1,112,515
P/C45 855,663
P/C40/2 | 1,264,979
C/P20 1,028 ;893_
C/P40 1,258,780
C/P40/2 | 1,426,191

P/R20 887,178
P/R30 964,539
P/R4O 1,055,683
P/R45 1,104,585
P/R40/2 [ 1,178,393

adjustment to market prices.

Profit 'I‘ransport/_ Dresired Market Final
(A.x 20%) insurance sales price sales
(A X 3% price/ price
_ bale
255,040 | 38,256 | 1,568,494 | 1,520,000 | 1,500,000
275,414 41,312 1,693,794 1,720,000 1,700,000
396,732 59,510 2,439,900 2,000,000 2,000,000
180,631 27,095 1,130,880 | 1,050,000 1,050,000
222,503 33,375 1,368,393 1,150,000 1,150,600
171,133 25,670 1,052, 466 1,250,000 1,250,000
252,996 37,949 1,555,924 1,320,000 1,350,000
205,779 | 30,867 | 1,265,539 1,150,000 | 1,150,000
261,756 37,763 1,548,209 | 1,300,000 1,300,000
285,238 42,786 1,754,215 1,500,000 1,500,000
177,436 26,615 1,001,229 1,050,000 1,050,000
192,908 28,936 1,186,383 1,150,000 . | 1,150,000
211,137 31,670 1,298,490 1,250,000 1,250,000
220,918 | 33,138 1,358,645 1,300,000 1,300, 000
235,679 35,352 | 1,449,424 | 1,400,000 1,400,000

Market prices are based on the sales prices of the makers with the most excellent

technology and quality in Indonesia. The final sales prices were set based on the

assumption that, if the renovation is carried out, yarn not inferior to the products

of such excellent mills, will be eventually produced.

(3} Product Sales

(1st year] - i Production ~
Kind of Bales/year
product
. -

CM32 6,264
CM40 5,235
CM50 3,133

Sales unit— | Revenue
price . (A)
Th. Rp/bale M.Rp/year -
1,500 9,396
1,700 8,900
2,000 6,266

-- 5088 —

VAT (B) Sales
{AYx10% A+
M.Rp/ - | -l\fl.mu/yea'rﬁI
year
940 10,336
- 890 9,790
627 6,803




P/C20

1,421
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1,050 1,492 149 1,641
P/C40 999 1,150 1,149 115 1,264
P/C45 18,824 1,250 23,530 2,353 25,883
P/CA0/2 893 1,350 1,206 121 1,327
C/P20 1,334 1,150 1,534 153 1,687
C/P40 938 1,300 1,219 122 1,341
C/P40/2 789 1,500 1,184 118 1,302
Sub-total 39,830 1,403 55,876 5,588 61,464
. . ' (Case 1)
P/R20 15,012 1,050 15,763 1,576 17,339
P/R30 9,425 1,150 10,839 1,084 11,923
P/RAO - 4,635 1,250 5,794 579 6,373
D/R45 3,419 1,300 4,445 445 4,890
P/R45/2 1,696 1,400 2,374 287 2,611
Sub-total 34,187 1,147 39,215 3,921 43,136
| - (Case 2) .
Total 74,017 1,285 95,001 9,509 104,600
[2nd year)
CM32 6,536 1,500. 9,804 980 10,784
CM40 5;462 1,700 9,285 929 10,214
| cMs0 3,581 2,000 7,162 716 7,878
P/C20 1,550 1,050 1,698 163 1,791
B/CA0 1,090 1,150 1,254 125 1,379
p/Ct5 18,824 1,250 23,530 2,353 25,883
P/CAO/2 1,020 1,350 1,377 138 1,515
C/P20 1,600 1,150 1,840 184 2,024
C/P0 1,125 1,300 1,463 146 1,609
G/PAD/2 1,052 1,500 1,578 158 1,736
Sub—total | 41,840 - ° 11,408 58,921 - 5,892 64,813
' E (Case 1)




P/R20 | 15,665 1,050 16,448 1,645 18,093
P/R30 9,835 1,150 11,310 1,131 12,441
P/R40 4,836 1,250 6,045 6 6,649
P/R45 3,567 1,300 4,637 464 5,101
P/R45/2 1,770 1,400 2,478 248 2,726
Sub-total 35,673 1,147 40,918 4,002 45,010
(Case. 2)

Total 77,513 1,288 99,839 9,984 109,823

(4) Waste Sales
Waste to be-sold are assumed to be only cotton. Therefore, it will be produced only

in Banjaran Mills {Case 1).

[1st vear]
Classification ) Generm Unit Revenue VAT (B) Sales
volume price (A) (A)x10% (A)+(B) -
kg/year Rﬁ Th.Rp - M.Rp
Under blowing 114,845 110 12,633 hﬁ, 263 14
waste
Under casing 57,422 110 6,316 632 7
waste
Flat waste 172,267 150 25,840 2,588 | 29
Comber noil 861,336 2,200 1,894,939 189,494 1 2,084
Swept waste 114,845 150 17,227 1,723 ' 19
Total 1,320,715 1,482 1,956,955 195,696 2,153
[2nd year] ' A _ _
'_I_J;-der blowing V 122,073 ‘ 110 13,428 1,343 15 -
waste
Under casing 61,037 110 6,714 671 . 7
Flat waste 183,110 150 27,467 2,747 30
Comber noil 915,549 2,200 2,014,208 201,421 2,216
Swept waste 122,073 150 18,311 1,831 - 20
Total 1,403,842 | 2,080,128 208,013 2,288
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6

Summary of Sales

Unit: "M.Rp B Case 1 Case 2 Case 3
Ist year of | Products 61:1‘(_54 43,136 - 104,600
operation-

Waste S I 2,153 -0 2,153

| Total 63,617 | 43,13 106,753

_2nd vear of | Products 64,813. : 45,010 109,823
waste _

Waste 2,288 B 2,288

Total 67,101 .“— 45,010 112,0111

9-1-4 Manufacturing Cost Analysis

(1) Basic Concept of Manufacturing Cost Analysis

1)

Caleulation standard

(1) Base vear: June 1991

(2) Indicating currency: Indonesian Rupiah (Rp)

'(3) Fxchange rate: The average exchange rate for June 1981 are used.

US$1 = ¥137.75 = Rpl,954
1 Rp = ¥0.0705

{4) Price ﬂuétuatio_ns

2)

The manufacturing cost is an estimated figure based on the market prices as of
June 1991, and no consideration is given to anticipated inflation with regard to
future expenses, revenues, and income. o
Method of cost calculation
The overall cost calculation method was adopted under which actually incurred

expenses for the manufacture of the products completed in a year are used in

computing production cost. Because the process is a single one that manufactures

yarn out of raw materials, the single process calculation method was adoped.
Manufacturing cgﬁst for each product is calculated based on the overall cost, using

the 'standa.rd index, ultimately to be utilized as the data for determination of the

- price for each prodiwct.

3)

Operation ratio

A ratio of operation of 95% is assumed for the first year of operation. A full 100%
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is assumed for the years after the second year of operation.
4) Conditions for taxation

The tax that should be taken into account in calcuiating manufacturing cost is the
value added tax (VAT or PPN). The VAT to be paid by a taxa_ble enterprise is
to be calculated by deducting input tax {(to be paid at the timerof purchase) from
output tax (to be levied at the time of sales), which is derived by multiplving sales
prices by the tax rate of 10%. Both sales pri.ce ahd purchase pricé ai‘e added by this
tax and its balance pavable will be put in the tax column of the profit and loss

statement.

(2) Caleulation of the cost for each element

A. Banjagaﬁ Mills (Case 1)

1) Raw material cost
The annual consumption volume and raw material cost are shown in Tables 9-22

to 9-23.
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2)

3)

. Unit price of raw material
Cotton for Ne 20 to 40 .
Ne 50

$1.65 (Rp3,224) /kg
$2.64 (Rpb,159)/kg
Polyester Rp2,200/kg % 1.1 = Rp2,420/kg
Total raw material cost | -

Unit: Thousand Rp

{1st year)

' Baﬁjar_an 1 Baniaran H Banjaran total
Cotton 14,936,413 5,005,041 19,941,454
Polyester 1,459,719 | 5,538,502 6,998,221

Total: 16,396,132 | 10,543,543 26,?39,67L

(2nd and subsequent years)

Cotton 16,305,896 5,005,041 21,310,937
Polyester 1,675,253 5,538,502 7,213,755
Total 17,981,149 10,543,543 28,524,692

Cotton will be imported, and will be exempted from the

imposition of customs and VAT.

Packing material cost

Paper tube §°67 5,430,000 pes X Rp64 X 1.1 = 382,272 Th.Rp
Carton box for domestic sale 118,.000 pes X Rp2,400 X 1.1

= 311,520 Th.Rp "

Carton box for export 50,000 pes X Rpd,000 X 1.1 = 220,000 Th.Rp
Plastic band 1,400,000 m X Rph0 X 1.1 = 77,000 Th.Rp

Cone label
Carton label 168,000 pes ¥ Rp10 X 1.1 = 1,848
. 5,000

5,430,000 pcs X Rp3 X 1.1 = 17,919 "

"

n

Others
Packing material cost 1,015,559 Th.Rp

These are allotted to the mills in accordance with production ratio.

First Mill-. - - - 558,557 Th.Rp
Second Mill 457,002 "
- Total 1,015,559 "

Electric power charges
First Mill

 Average electric power consumption per day. 2',721.2 KW
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Average electiric power consumplion per vear 22,531,536 KWH
(2,721.2 KW X 24H X 345 days)
Annual electric powe‘r charges .
Fixed portion 3,600 KVA (PLN contracted KVA) X Rp3,160
X 12 = 136,512 Th.Rp
Additional portion
72,531,536 KWH X 20/24 x Rpé8 = 1,276,787 Th.Rp

n

" X 4/24 X Rpl3d = 503,204
Public road light 22,531,536 KWH X Rpl = 22,532 7
-No. 1 Mi-ll’ s electric power charges 1,939,035 Th.Rp.

Second Mill |

- -Average electric power consumption per day 2,215 KW
Average i " - per year 18,340,200 XWH
(2,215 KW X 24H x 345 days)
Annual electric power charges
Fixed portion 3,000 KVA (PLN contracted KVA) x
Rp3,160 X 12 = 113,760 Th.Rp
Additional portion
18,340,200 KWH X 20/24 X Rp68 = 1,039,278 Th.Rp

a

v X 4/24 X Rpl34 = 408,598
Public Road Light 18,340,200 X Rpl = 18,340 ~
No. 2 Mill's electric power charges 1,580,976 Th.Rp
Total electric power charges of Banjaran Mills
3,520,011 Th.Rp
4) Fuel cost

First Mill

Steam consumption per day 15t
Fuel required per day 15t X 1/12 {Evaporating factor)
='1.25 k
Annual fuel cost 1.25 kI X 345 days X Rp25,000 =
10,781 Th.Rp
Second Mill

Steam consumption per day - 15t
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Fuel required per day 15t % 1/12 (Evaporating factor)

= 1.25kl - .
. Annual fuel cost 1.25 kI X 345 days X Rp25,000 =
10,781 Th.Rp '
Total fuel cost of Banjaran Mills 21,562 Th.Rp
55 Water éds’t
- First -Mill 7

- Daily water COhsump'gion - 828

Chiller use {Overflow & evaporation) = . 300m*

Air conditioning use (Cleaning and evaporation) 162 "

Compressor (Cooling) 216 "
“General .use o : 100 "
Others. : : o : 50 "

Annual water consumption §28m*x345 dﬁy_s = 285,660m"
Annuél' water cost 285,660m'x Rpl00 = 28,566 Th.Rp
Second Mill .
Daily water consumption -899m*
Chiller use (Overflow & evaporation) 454m' -

Air conditioning use {Cleaning & evaporation) 79."

Comipressor (Cooling) - 216 "
General use S 100 " .
Others L R o . . 507

Annual water consumption  89%m'x 345 days = 310,155m"
Annual water cost 310,155 X Rplod = 31,016 Th.Rp
Total water cost of Banjaran Mills - 59,582 Th.Rp
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6) Labor expenses

In calculating labor expenses, the appropriate personnel disposition and monthly

salaries shown in 7-8-2(3) 1) are used as calculation basis.

First Mill
Production sector
Manager
Supervisor
Assistant Sv.
Foreman
Worker

Sub-—total

Rp605,493 X 1 person X 12 months

Rpd56,918 X 6 persons
Rp255,323 % 21 persons
| Rpl90,190 X. 31 persons
Rpl144,548 X 467 persons

985,302 Th.Rp

% 12 months

X 12 months
X 12 months

X 12 months

fl

7,266 Th.Rp

32,898
64,341
70,751
810,053

n

n

an

Expenses for the personnel of administration, utility, planning & control dept.

personnel are allotted to the two mills in proportion to appropriate disposition

personnel ratio of the production sector of the two milis.

Mill manager
Manager
Supervisor
Assistant Sv.
Foreman

Worker

Rp891,234 X 1 person X - 12 months
Rp605,493 X 6 persons X 12 months
Rp456,918 X 17 persons X 12 monfhs
Rp255,323 X 28 pefsons X 12 months
Rp190,190 % 32 persons X 12 months

Rpld4,549 X 124 persons X 12 months

Sub-total 524,475 Th.Rp

524,475 Th.Rp X 526,898 = 307,209 Th.Rp

10,695 Th.Rp

43,595

93,211
88,852
73,033
215,089

”

I

Ld

To this figure, the amount of various kinds of allowances totaliﬁg Rp400,000/ person/year

is added.

Direct personnel

Indirect personnel

(400 X 526 persons) + 48,968 = 259,368 Th.Rp

First Mill’s total

Second Mill
Production sector
Manager
Supervisor
Assistant Sv.

Foreman

1,651,886 Th.Rp

Rp605,493 X 1 person X 12 months

Rp456,918 X 6 persons X 12 months
Rp255,323 X 21 persons X 12 months

Rpl90,190 X 31 persons X 12 months.
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‘Worker - Rp1d44,549 x-313 persons X 12 months = 542,926 "
Sub—total 718,182 ’fh.Rp
.Administ'ration, Utility, and Planning and Control Dept. staff
524,475 Th.Rp X 372,/898 = 217,266 Th.Rp |
" Direct pezsonnel Indirect personnel
Wﬁen allowance is added (400 % 372 personsy + 34,632 = 183, 432 Th. Rp
Second Mill's total 1,118,880 Th.Rp

When the above is summarized

Annual labor expenses | First Mill. 1,551,886 Th.Rp
' | Second Mill 1,118,880
. .

Banjaran Mills’ ‘total 2,670,766

o) Dépreéiatibh ©XpEnses
1) E ixﬁd asQ’et d.eprecia:tion _
- Regarding new investment pottlon, depreciation expenses are posted in accordance
with the stralght lme method during the usefil Tives of 8 vears.
Regarding existing fixed assets, it 15 necessary to wrxte off remaining undeprec:]ated '
" portions. Assuming that the depreciation will be started in January 1996,_ the .
fernaining undepreciated portions .as ‘of the end of December 1995 are pdsted as

. the"depreciation amounts regarding. the project.

1993 Appraisal of a donor country
January 1994 Contract award
July 1594 Start of . the construction

December 1995 Completlon of the construction work

Januar:y 1896 Start of operation
The depreciation schedule, based on field investigation data, is shown below. The -
overall depreciation assets and schedule, which has incorporated the def)reciation

of new investments, is indicted in T ab_les 9-24 and 9-25 respectively .
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" Table 9-24 Depreciation and Amortization Assets

Unit : Million Rp

EQUIPHENT

LCif Cost

-Port Clearance .~
& Inland Transp.

Insurance

Consulting Cost

Training Cost . -

Case 1 Case 2 Case 3 |
No.1 Killi No.2 Nill Banjaran Cipadung ;  TOTAL
BUILDING 3,571 60 3,631 1,397 | 5028

TOTAL
D/CONSTRUCTION E |
e 5'242 .............. PR S : ,0973.557 .............. Y Ta
....... s 3,6695994,2682,4906,758
LR IV I S S M B
Case A 65,666 12,257 77,823 { 57,783 . 135,706
....... o 64,09312,00176,09456,716132,810
(Unit: M.Rp)
Building Utilit; Machinery | Office Eapt. | Total '
B 1st year 1995_—_“_ 45 6 368 0 420
ond " 1997 46 6 368 0 420
3rd 7 1998 - 46 0 0 G 46
4th ” 1999 0 0 0 0 0]
i “138 __iJ ?’36 ) 0 Sé(;—“
These amounts are allotted to individual mills as folléws:
1st year | 2nd year | 3rd year | Total
Banjaran I 27 27 15 69
Banjaran 1l 393 393 33 817
Total 420 420 46 86 |
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{2) Depreciation of deferred assets
¥or the aepreciat1011 of deferred assets, depreciation sxpenses are'poéted in
accordance with the straight line méthod. during _the useful lives of 5 vears.
The depreciation schedule is shown in table 9-26
8) Maintenance expenses
Estimated mainte.nanceexpenses afler renovation is shown below:

(Unit: M.Rp)

- . First Mill | Second Mill L Banjaran total

st year Spinning 128 108 236 -
Uti_litf,', electricity 15 20 -3
Total | 143 128 27t

2nd year Spinning 258 220 - 478
Utility, electricity 47 35 _ ‘82
Total 305 | - 285 560

: I I S

3rd year Spinning - 526 428 054
1Jtility, electricity 47 35 82
Total 573 463 1,006

4th year Spinning 804 | 667 1,471
U.tility, electricity _ 33 . 35 68: |
Total : 837 702 1,539

5th year Spinning 804 _ 667 1,471
Utility, electricity 33 2 3 |
Total s 669 1,506

The maintenance expenses were estimated as follows oni ‘the basis of the actual data

of Banjaran Mill and other spinning mills in Indonesia and those of mills in Japan.
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Rehabilitation

Renovation
1st year 1% of total 2% of total
processing cost processing cost
2nd year W o —T 4% #
3rd year 4% u 8% »
4th year 6% ” ) 2% 7
| onward
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9) Insurance premiums
The fire insurance premium rate for a mill to produce cotton/polyester blended varn
is 0.25% of eqliiprdent cost. Insurance preiniums for existing and newly introduced
equipment will be as fdllow.qi
First Mill |
Building, utility | 2 M.Rp (present in_sin'rance premmiums)
. New equipment - 45,748 x 0.25% = 114 M.Rp |
Total 116 M.Rp
Second Mill '
Building, utility 1 M.Rp (present insurance premiumis)
Equipment - 9,431 >< 0.25% = 24'M.Rp (incremenf_. due to ._rehabilitation)
1 M.Rp (present‘ insurance premiums)
~Total 26 M.Rp
Total ins_uraince premiums 142 M.Rp
10) Overhead cost
This is assumed to be 26% of the projected overhead for SANDANG..I for fiscal 1991.
574 M.Rp X" 25% = 144 M.Rp_ e
First Mill 65 M.Rp
Second Mil 79 7
11) Value added tax
Tax to be paid are shown in table 9-27.
B. Cipadung Mill {Case 2)

1) Raw material cost 7
The annual cbns_umption volume and cost of raw materials ére show_n in ’I‘ables. G—28
and 9-29. . |
Unit price of raw material

Polyester Rp2,200/kg X 1.1 = Rp2,420/kg

Rayon  Rpd,d00/kg X 1.1 = Rpd,840/ke

Total raw mater.ial cost lst”'yez;;‘ - 2nd .fear
Polyester 10,058,689 Th.Rp 10,496,101 Th.Rp
Rayon © 10,832,437 7 11,303,413 "

Total . 20,891,126 21,799,514 "

— 615 —



TerIetey 12 pred fva

Hﬁ@pomﬁﬂoo IiA

aoueteg

[eTrejed je pred Jya

$oTeS 3B

pa139TI00 IVA

!
!
,,

71T Sunpedr)

TTTR uerelueg

4
k

| 196°T 69 og lzeer a0y ozzs |zt e |9 8019 j
196°T 59 02 6T 260 022" 2l i 26 959 0019 ot
19677 69 v 08 | 286°T 260°% g2z z6T K2 | 929 0019 §
m 1961 69 0 7961 2607 922 761 | 28 959 8019 9
T8 03 2861 2609 ey |t 26 | 98 0019 L
et L 08 2961 260 - | 022 —Nﬂ 26 959 0013 9
_ 1967 _% | 08 7961 2607 022°¢ zel % 969 0013 g |
h 1961 “ 69 | g8 2861 L 760°9 LA M 661 26 | 99 00T | 4
V T | ‘ 08 2861 2607 192° i |2 994 i R K
EZkINE 08 7861 260°% g0e'e | oY 26 989 00T 9 z
626’1 eI | 08 668°1 - 128° 260°¢ 52 % 969 RUK: I
ww mocm:wuﬁ.&._ﬁx SUTOE{TeLIeqeN .,___i To%aﬁﬁ.mﬁ ‘u mcﬂuﬁ,ﬁmﬁma% a&
|(peTasT I¥p) JuRNEIND0Id h saTes e | (pATART 1¥h) AU 001 w
| |

LVA Jo umopsiesry iz-§ 3qRL

— 616 —



9777169702

NwwﬁNmm.Qg LBY 8ET ¢ 689960 01| €97 941 7| L8T ¥¢ 12301
968 °9E0°T 06€°LES T€0°TIT 900 °68¥ 1027902 969°1 ¢/6% @N k “
§67°680°7 | LEE'E80°T | 0€8°877 896°900°T | 989°¢TV 617 '€ &y °oN “ “
€LE°T€8°7 | OS89V 1| sE¥g0¢ SELTE9E'T | LTG"E9¢ GE9°¥ 0% 3N o« k
L97"6SL°S 16€°986°2 mmu.mﬂm 9L0°€LL°C { BBBSYI'T| GZV'6 0¢ °N “« o«
86G°ELI6 | 6L9°9GL'F | GBL'7RE PI6°91% ¥ [LT1°628°T 1 210°91 07 @N 9g/%9 cowmm\umwmmwﬂom
(dy)junouwy Sjunowy EFTREY TUNOLY {3%)41.0 ateq . EFERY]
| 8567 a0key FEEEEYSEF
pwnsio) sjetJo5e MAey UGTIoNpoIq. .
dy gl T oirTuq .mﬁco.wmmw ISIT4

(Bunpedi)) S[RLSIBN mBY JO 1S0) [BNUUY §Z-6 3qeL

— 617 —



(BunpedlD)) S[RINEN mey jO 150D [BNUUY §Z-6F SYEL

wﬁm.mmm.ﬂmm EIP¢0E"TT 9TV GEE 2| TOT 96V 01 [ 267 L8E'Y | £€L9°8¢ ﬁmuohm

FESTI80 T _ 878 °09¢ 2Le8T1 VLL'028 _ 961817 9Ll 2/0% 3N “ “ m
;166708172 m ITP'0ET'T | 966°¢¢7 | 685°670°1 u ceLteey | L99'E ¢y =N " 7 “
F w _

961646 °3 M GZE'TES T 1 968°91¢ A A A l 7967185 99 ¥ 0% °N o« “ N

g11°010"9 A 0pg9ir’e th.mwm 8LL'868'¢ mum.mmﬂ.ﬁm G£8°5 g aN o @

ﬁ _ _
£16°2.¢°8 ﬁﬂm.mmm.ﬁw 02676201 | 966°809°F | PRS POE T 699°61 m 02 @N ¢¢/49 commm\hopmmmaomh
| | | |

m {dg)runowy junouy ‘ By £3.0 JuUnNowy EFVEEN) ateq SWa%] m
w 78301 uciAgy Jalsaliog i " _
! . ! :
w PeWNSU0] S[BLJIS)El MBY w Tot3150poIg N
w H

dg- gy - 3rup _ paedug Jes] puosag .

— 618 —



2) ‘Packing material cost -
Paper tube 5°57 4,612,000 pes X Rp6d X 1.1 = 342,685 Th.Rp
Carton box for domestic sale . 100,000 pes X- Rp2,400 X 1,1 = 264,000 Th.Rp
Cartén box for export 43,000 -X Rpd,000 X 1.1 = 189,200 Th.Rp
Plastic band 1,144,000 m X Rpb0-x 1.1 = 62,920 Th.Rp
Cone label 4,612,000 pes X Rp3 X 1.1 = 15,220
Carton label ~ 143,000 pcs X Rpl0 X 1.1 = 1,573- 7
Others S : 5,000 "
Total cost of pzit_:king materials 880,598 Th.Rp
3) Electric power charges
. Average electric power consumption per day - 2,653.4 KW .
-Average. -7 " . - per yesr 21,970,152 XWH
(2,653.4 KW % 24H % 345 days)
Annual electric poﬁrer charges
~-Fixed portion 3,500 KVA X Rp3 160 % 12 = 132,720 Th Rp
Additional portion 21,970,152 KWH X 20/24 X Rp68 = 1,244,975 Th Rp
'.21,970,-152-KWI—I X 4/24 X Rpl34 = 490,667 Th.Rp-
.Public road light 21,970,152 ><. Rpl - 21,970 Th.Rp~
Total electric power charges 1,890,332 Th Rp

4) Water charges

Water consumption volume per day _ 900 m'
Chiller usé_(Overﬂow & evaporation) Covo3007
Air conditioner use (Cleaﬁing and evaporation). 130 7

- Compressor (Cooling) ' : - 216 7
General use o : ' o w0
Others AP : 50 7

Annual Water consumptlon volume 900 m' X 345 days = 310, 500 m'
Annual water charges 310, 500 m X Rp]OO 31,050 Th.Rp
' 5) Labot expenses |
"In calculating labor éxpenses, the appropr:iate personnel disposition ‘and monthly
salaries in 8—9—2 (3) 1) are adopted as Calcula_tion basis. S
'Mill managet . Rp891,234 X 1 person X 12 months = 10,695 Th.Rp

Manager < - Rp605,493 X 7 persons X 12 months = . . 50,861
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Supervisor Rpd56,618 X 22 persons X 12 months = 120,626 "
Assistant Sv. Rp255,323 %X 45 persons X 12 months = - 1_3_7;874 4
Foreman : Rpl190,190 X 55 persons X 12 months = 125,525
Worker Rpld4,549 x 588 pélsons % 12 months =. 1,019,938 "

Total labor expenses 1,465,519 Th.Rp
6) Depreciation cost
1)} Depreciation of fixed assets
For new investments, depreciation expenses are posted in accordance with the
straight line method during the uséful lives of 8 vears. As for existing fixed asséts,
depreciation expenses Wi]l be posted by stages, starting with.the remaining
undepreciated portion as of the énd of December 1995. The depreciation schedule,
based on the field investigation data, is as shown below. The overall depreciation
assets and schedule, which has incorporated the depreciation for new investments,

is presented in Table 9-24 and 25 respectively.

(Unit: M.Rp)
Office
Building Utilitﬁ Machinery | Workshop | eqpt. | Total

1st y. 1996 61 1 29 2 - 0 53
2nd y. 1997 61 0 "0 1 0 62
3rd y. 1998 61 0 0 0 0 61
4th y. 1999 0 0 0 0. 0 0
Total 183 4 1 29 3 ] 216

2) Depreciation of deferred assets
For depreciation of deferred assets, depreciation expenses are posted in accordance
with the sfraight line method during the useful lives of 5 years.
7) Maintenance expenses |

Estimated maintenance expenses alter renovation are shown below: .(U_nitl M.Rp)

‘Spinning .| Utility,: electricity | Total
1st year 122 24 146
2nd vear 245 41 . 286
3rd vear . 500 41 . 541
dth year - 762 o4 803
5th year/afterward 762 41 - 803
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8) Insurance premiums
The insurance premium rate for a polyester/rayon blended yarn mill is 0.5% of
equipment cost. Therefore, 'in.surance premiums for existing facilities and newly
introduced ones are caicuiated as follows:l
Buildings, utility, vehicles 1 M.Rp
Equipment 42,652 X 0.5% = 216 M.Rp
Total 217 M.Rp
9) Overhead and sales expenses
.These are assumed to be 12.5% of the projected overhead of PT. }NDUSTRI SANDANG
I for 1991. |
5.74 M.Rp X 12.5% = 72 M.Rp

(3) Manufactur.ing Cost Table and Manufacturing Cost per Bale for Each Product
1) Overall manufacturing cost table
“An overall manufacturing -cost table listing manufacturing cost for each element in
9-1-4 (2} is attached to the end of this chapter.
2} Manufacturing .Cdst per Bale -fér Each Product
A Baﬁjaran'=MilI {Case 1) -

Manufacturing .cost for each kind of product is calculated by totaling the cost of raw
materials to be input.bésed on a production plén for each product and the cost for
processing them in the production process. In order to compute processing exﬁenses,
actually produced bales are converted into thé conversion bales of carded yarn Ne
0. |

First Mill

Kind ' |  Actual production Converted production
{bales/year) | Cbales/ year)
- Cotton combed varn . Ned2 6,536 . .6,221
. Nedo 5,462 - 6,227
Ne50 3.581 : 5,078
" Polyester/cotton—blended yarn
65/35 . Ne20 1,550 982
. ‘ Netd. 1,000 | - 1,112
‘Ned0/2 1,020 - 1,328
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35/65 Ne20 1,600 1,113
Ned0 -~ 1,125 1,260
Ned0/2 1,052 1,503
Total | 23,016 24,824

Total processing costs for Banjaran 1 in the fifth year of most stable operation, are

as indicated below:
Case A 13,444 M.Rp
Case B 13,127 7
These figures are divided by converted production volume to obtain the per—carton
processing expenses of cotton 40--count carded varn.
Case- A 13,444 M.Rp + 24,824 = Rpbdl,573
Case B 13,127 "  + 24,824 = Rph28,803

Using conversion rates, processing. expenses for individual products are calculated,

as follows:
Case A . . . Case B
Cotton combed yarn | Ne32 Rp515,523/bale | Rp 503,368/bale
Nedf 617,393 - 602,836
Ne50 768,037 749,927
Polyester/cotton—blended yarn
65/35 Ne20 343,043 ' 334,954
Nedt 552,404 _ 539,379
Ned0/2 704,868 688,248
35/65 Ne20 376,675 367,793
Ned( 606,562 - 592,258
Ned0/2 773,973 755,723

[Conversion rates used]
The inverted ratio that is derived when the per—unit prbcessing expenses for the
standard product of cotton Ne 40 count varn is set at 1 is employed for conversion.
The base for calculation:

(1) Personnel conversion rate, electric power conversion rate:The conversion rates calculated
by the Japan Spinners’ Association are used.

(2) Equipment conversion rate! This rate is calculated using the inverted ratio for standard

equipmeni management expenses for 50,000 spindle.
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(3) Personnel/electric power/facilities ratio: Trial calculation is made based on actual fiscal
1950 relsuit_é of Banjaran I, which is closest in substance to a modernized mill.

Conversion indexes derived from the above calculation are as follows: -

Inter—-count Inter—material
differential index : differential index
Cotton combed yarn
Ne32 0.835 ' . 1.14
Ned0 1.000 S 1.14
 NeS0 1244 : 1.14.
Polyester/cotton blended varn |
65/35 Ne2o L 0.621 1.0
Ned0 - . 1.000 ' 1.02
Ned0/2 1.276 1.02
35/65 Ne20 0.621 A I B0
- Ned0 1.000 _ ' 1.12
Ned0/2 S o126 . 12

Raw material cost is added to the above processing expenses for individual products

to obtain manufacturing cost for each kind of product {bale/vear) :

Raw mate— Processing’ Manufacturin_g
rial cost cost . cost
| (Case A) | (Case B). | (Case A)|(Case B)
Cotton combed yarn ) .
Ne32 759,675 515,523 503,368 1,275,198 1,263,C43_
Ned(: . . 759,675 617,393 602,835 1,377,068 |1,362,510
Neb0 : 1,215,621 768,037 749,927 1,983,658 | 1,965,548
Polyester/ cotton— |
blended yarn
65/35 Ne20 560,111 | 343,043 334,954 903,154 | 895,065
Ned0 - 560,111 552,4’()4' - 539,379 1,112,515 | 1,009,490
Ned0/2 - 560,111 704,868 688,248 1,264,979 1,248,359
35/65 Ne20 652,218 | 376,675 | 367,793 1,028,893 |1,020,011
| Ned0 652,218 - 606,562 . 592,259 1,258,780 1,244 477
Ned0/2. - 652,218 | 773,973 755,723 | 1,426,191 1,407,941
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Second Mill _

Since Mill was designed for a single item produ.ction mill, mahufacturing cost is
obtained by dividing the total cost (raw ‘material cost + processing expenses)
by - the nu.mber of actually produced bales, without using any conversion rate.
Polyester/cotton blended yarn  65/35 Ned5 |
Case A 16,107 M.Rp + 18,824 = Rp855,663/bale
Case B 16,055 "~ <+ 18,824 = Rp852,900/bale

B. Cipadung Mill (Case 2) .

Just like the case of Banjaran I, actually produced bales are converted into conversion

bales of card Ne 40 yarn.

Kind of Actual produc— Conversion Converted
product tion index production
(bales/year) (bales/year)

Polyester/rayon—blended yarn

Ne20 15,665 0.621 X 0.95 9,242
Ne30 9,835 0.795 X 0.95 7,428
Ned0. 4,83 1.000 X 0.95 © 4,504
Ned5 3,567 1.110 % 0.95° 3,728
Ned0/2 1,770 1,276 X 0.95 2,146

Total 35,673 27,237

Processing expenses after conversion into cotton carded varn Ned0

Case A 12,747 M.Rp + 27,237 = R9468,003

Case B 12,532 7 =+ 27,237 = Rp460,109
Processing expenses for each kind of products is caleulated, and to the calculation
results, raw material éost is added to obtain manufacturing cost for each kind of

product (bales/ year) are shown below:
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Raw material Proce;“sing' cost - | Manufacturing cost
cost (Case A) | (Case B) (Case A) | (Case B)
Polyester/
rayon— -
blended yarn
Ne20 611,080 276,008 271,441 887, 178 882 2521
Ne30 611,080 . | 353,459 | 347,497 | - 964,539 | 958,577
Ned0 611,080 444,603 | 437,104 1,065,683 | 1,048,184
Neds | 611,080 403,500 | 485,185 1,104,589 1,096,265
Ned0/2 611,080 567,313 | 557,744 1,178,393 1 , 168,824

9-2 Financial Analysis and Case Study

9-2-1 Methodé of. Financial Analysis
Based on the preconditions stated in 9-1, financial plans are then prepared for the entire
projet_:t life for respective base cases: . _ .
The oﬁtput' data for the financial pl;'ms are attached at the end of this chaﬁter.
-1} Manufacturing Cost Plan- |
2) Profit & Loss Plan
3) ‘Cash Flow Plan
4) Bala'n_ce Sheet Plan
‘The advantages/disadvantages of each case will Ithen be judged through the financial
. analysis of each case, examination (->f financial indiéators, étc. In .the case of development
projects or rehahilitation (_or renovation) projects, there is a method of using IRR,
calculated from the profit bglance {or incremental profit ) in order to assess the difference
' bgtween behefits and -coété in thecase. of implementation of the project {with case) and
ﬁon-— implementation of thé project (without case), thereby evaluating viability of the

project. In this case, however, only the assessment under "without case,” will-be done.

(1) Results of F_i_néncial' Analyses
1) Analyses using DCF‘ _ o
"""a) Breakeven point/Discounted breakeven point (BEP/DBEP)

- - The period (number of years) from the start of the project to the time when
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the total amount of invested funds is recovered. The shorter this period is,

the better the profitability is.

b) Equivalent maximum investment period (EMIP)

Based on the assumption that the fund was invested all at once and its entire’

sum was recovered at a time, the period from the investment 1o the recovery.

" The shorter this period is, the better the profitability is.

¢) Discounted cash flow rate of return (FIRR)

) Net present value (NPV)

e) Capital rate of return ratio (CRR)

The ratio of investment return to total investments. (NPV/Total capital

expenditures) The bigger this ratio is, the better the profitability is.

The above assessment results are summarized in Table 9-30 (in any case, Case A

is adopted). It is concluded that, in any of the three base cases, project implementation

is feasible. Tt may be rightly said, however, that bigger advantages will be -obtained

in.the order of Case 1 » Case 3 > Case 2.

Cotnparison of Financial Indicators Based on DCF

Financial Case 1 Case 2 Case 3 Comparison of
| indictors favorabilcty
Breakeven point )
Discount rate 0% 3.1 years 3.8 yeérs 3.6 yeats 1>3>2
? "% 3.8 7 4.8 7 4.5 " 1>3 > 2
I~ " - ” n
EMIP 2.1 2.8 2.3 1>32>2
DCFRR O A
ROT Before tax 31,73% 24.78% 28.81% 1>3>2
ROI After tax 28.69% 22.53% 26.11% 1>3>2
ROE Before tax 34.38% 25,98% - 30.83% 1>32>72
NPV ] -
(discount rate 10%) _
Before tax 101,235 M.Rp 49,233 M.Rp 150,468 M. Rp 3I>1>2
After tax 80,637 " 38,417 " 119,054 3>1>2
CRR i N
Before tax 130% 5% 111% 1>3>2
After tax 103% 66% . B8% 1>3>2
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2} Assessment using other indicators
a) Cover ratio

The indicator of the ability to repay borrowed funds. (Net Cash Flow/Debt

Service)”-_

i Case 1 Case 2 - Case 3
Each | Cumula- Each Cum&jlé~ Each | Cumula-
year || tive vear | tive year | tive

1. | 1.8 1.13 1.41
2. | 1.48 1.23 1.38
3. | 1.55 1.28| ] 1.44
4. | 1.62 1.34 1.50
5.0 173 b 1.43 1.60
6. 1.86 1.54 - 1.72
7. | 2.00 1.66 ] 1.87
8. | 2.7 ' 1.80] 2.01
9. | 2.38 1.96 2.20
10. | 2.62 ' 2.16 | 2.43
1. | 2.92 | 1.92 | za0] 188 270 | 177 |

The cover ratio for each vear is more than 1 without exception for all-of the
thres cases. The cumulative -cover ratio,. which -shows the degree of repément
allowahce throughout the project period, is better in the order of Case 3 >
Case 2 > Case 1.

b) Gross Profit Ratio / Net Profit Ratio

Case 1 Case 2 Case 3
G.P. Ratio (%) 34.59 30.00 32.34
N.P. Ratio (%) '
Before tax 16.41 - 13.67 15.31
After tax © 10.67 8.80 | 9.95

Average values of the manufacturing industry(medium and small—-sized) in
Japan are 22.9% in .GRP and 4.9% in operating profit ratio. In case of the
manufacturing industry, above 8% of operating profit is favorable., The change

of Net Profit Ratio for each case (before tax) ié shown as follows.
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Case 1 ‘

swmmm= e~ Case 2

— = — — = Case 3

¢) Analysis of Breakeven Point

Tables 9—-31 and 32 show the diagrams of B/E point after 5 years of the

rehabilitation and the change for the 11 vears. In comparison with the average

-of B/E point ratio, 89.5% on the texiile industry in Japan, this project still

has much more before reaching to the limit profit.
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Table 9—31 Breakeven Point at 5th Year

Sales
Reévenye cAasE 1
Profit’
Breakeven Point
51,922 X
Loss
Variable Cost
—
Fixed Cost
CASE 2
Pr%fit
Breakeven Point
38,032 >
Loss
Variable Cos
Fixed Cost
B4%
GASE 3
Breakeven Point\\
89,870 Profit
Fixed Cost

80%
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Table 9-32 Breakeven points through the project life
BREAKEVEN SALES

Year
11+

10

4

b0 20 30 407 50.60 70 80  90: 100
{(Billion Lp)

_ BREAKEVEN OPERATION RATIO

Year
1L

10

% 10 20 30 40 50 60 70 80 90 100
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9-2-2 Sensitivity Analysis

In the previous section, we conducted the assessment of Casesl, 2, and 3 using financial

indicators or in terms of profitability. In this section, we will attempt at sensitivity analysis

of the fo}lowihg variations®

Simulation .Ca'se 1

1

[ S

w w w w (4] b3 B bo fute] [\-B

1

T N T T S U R v N N R

5

5% higher sales revenue under Case 1 — A

n "

5% lower

El

13% higher material cost

" ”

13% lower

2% higher interest rate

5% higher sales revenue under Case 2 — A

3% ”

5% lower

13% _highef rnatérial c-_ost
13% lower _ " i

2% higher interest. r.at_e

5% higher sales revén_ﬁe under Case 3 —A

» o "

5% lower
13% higher material cost

13% lower

2% hlgher jnterest rate

The Profit & Loss Plans, C ash Flow Plans, Balance Sheet Plans and Repayment Plans

‘in the case of interest rate changes are attached to the end of this document. It is assumed

that the interest rate during the construction period will remain at the level of the Basic

Case.

9--2-3 Evaiuatlon ‘of W]thout Case

The following shows the fmanc;dl analys;ls in the case of without rehabxhtatlon or renovatlon

dmmg the full term of the pro;ect (11 years) Inﬂatxon is not be taken into account

- (1) Change in PI'OdUC[lOII

“In accordance thh deternoratlon of operatlonal cond1t1ons of the machmes. the

'productlon w111 go down if they are kept as they are w1thout rehabihtatlon or

renovatlon The estimate of productlon volume for the next 11 vears is shown below.

A normal product mix is assumed in consideration with the present condition of

production though there might be some change of product mixture along with future
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market trends.

Banjaran [.

n C 30 ¢ 40 ¢/P 20 RW20 Total | Rallo against(gg)
1991 05| 7,574 1, 436 64| 10,329 05
1992 705 7,54 1, 436 614 10,329 95
1993 668 | 7,176 1, 361 581 9, 786 90
[ 1094 504| 6,378 1, 210 517 8, 699 80
1995 519| 5.580| 1,058 152 7,610 70
1996 45| 4,784 807 388 6, 524 80
1997 ari| 3,086 756 23| 5436 50 |
| 1998 - 297] 3,189 605 258 | 4,349 0 |
1999 223 | 2,392 454 194 3,263 30
2000 185 | 1,993 378 161 2, 717 25 -
2001 148| 1,505 302 129 2,174 20
2002 48| 1,505 302 ol o 1w 20
Banijaran I
Pmmﬂwsmww%oWMDW%TW&%%@W%)
1991 | 1,526 4797| 335] 2.933| 2,318 645/ 12,554 06
1902 1,526 4,797 335 2,933 2.318| 645112, 554 98
1993 ] 1526 4,797| 835| 2,933| 2.318] 645 | 12,554 96
1994 | 1,526 | 4,797 o 29%3] 2,318 645|12,219]  e3
1995( L5261 4,797 o 2,933] 2,318] 645 12,219 03
1996 | 1,526 4,797 ol 2933 238 64512219 a3
1997 | 1,526 | 4,797 0| 2933] 2 318 0| 11,574 88
1098 | 1,526 | 4,797 0| 2,933 2318 o] 11,574 88 |
1999 | 1,526 4,797 ol 2,933 2,318 o|1s14| a8
2000 | 1,068 | 3,358 of 20s3] 1,623] 0] 8102 70
2001| 916] 2818| o] 1,760] 1,391| 0] 5554 60
2002 | 763 2,398 ol Las| Lisa| 0| 5786 50
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Cipadung Mill

RO| OB ] OF | RT |PAR VB[ PR IR IR R | R R | Toal lasatast

t{1w0] 20 [ 20 |20 || a5 J2u 20 30 |40 Jaoz] " hooom
1091 | |8zl 2182 L17| 89| TR 4, 46| 32| 161} 2404 181] 514 12.47L] 97
2| o 22| nur| s50f 773 4,108 saz| 161 2,404 | 18] 31411088 | 03
1693 of 22| Lur| of m2| dus| se| of 2404] 181 31411248 | 87
1984 of 2asz| Lur| o mz| 4| saz] of 2404 o] o0]10.753] &
o5t ol Lws| e16{ 0| 33| 3.400( 280| 0 1,971j ol ol 8948{ 68
1906 o 1ms| os| 0| 63| sa00f 280 of Lon| o of 8.9 '694'
1607 of Las| roa| of aes| 2ei2] 25| of nsie| of of cem{ 53
1998 of Las] 70a) ol sl zer2 25| ol usiel ol of el 53
1899 o sl ase| o mel 1700 10| o] s of of a4l &
2000 o| ot e8| o ms| L7oo| 1] 0 os6{ of of 4414 35
2001 o| s 167y 0| ne} 6| 51| O] 3| 0] 0] LN} 13
a0z | of sf er| o ne| ezl sy o ss1| of of Lest| 13

(2) Sales. :
Sales is estimated ‘based on the-estimated production volume ‘given in (1).'. The present
sales prices are taken into consideration and adjusted prices are: adopted because some
of pfoductidn item_s which may be the same as those after renovaﬁon will have different

qualities. The sales for each mill and year are estimated as follows.

First Mill ‘Second Mill | Banjaran Mill | Cipadung Mill

L 8 : in Total
1991 11,437 13,984 25,42} 13,027
1992 11,437 | 13,084 25,421 12,770
1993 | 10,835 13,984 | 24,819 12,126
1994 9,631 13,667 | 23,2098 11,397
1995 8,427 . | 13,667f':  22,000 | 9,34
1996 7,224 13,667 20,891 . 9,334
1997 | 6,019 | 12,0 | 19,009 7,179
19984 4,815 12,990 | 17,805 7,179
1999 | 3,616 | 12,990 16,603 | 4,689
2000 © | 3,000 | 9,09  ' 12,103 1 4,680
2001 z}408 7,794 10,202 1,711
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(3) Production Cost

1} Raw material cost

Raw material costs are estimated based on the estimated production volume given

in (1). Estimated unit prices in this study are adopted for raw material price.

Raw material costs for each mill and year are shdwn_ as follows.

First Mill | Second Mill | Banjaran Ml Cipadung Mill
in Total ‘
1991 6,165 10,663 116,828 8,194
1992 6,165 10,663 16,828 7,784
1993 5,857 | 10,663 16,520 7,735
1994 5,179 10,343 15,522 7,129
1995 4,562 10,343 14,905 5,818
1996 3,884 10,343 14,227 5,818
1997 3,267 9,810 13,077 4,507
1998 2,589 3,810 12,399 4,507
1999 1,973 9,810 11,783 2,950
2000 1,603 7,784 9,387 2,950
2001 1295 | 6718 8,013 | 1065

2) Utility cost (power, fuel and water) .

Estimated utility expenses are shown as follows:

——

[ No.1 Mill | No.2 Mill | Banjarsn Mill

' in Total
1991 853 1,170 2,023
1992 853 1,170 2,023

1993 846 1,170 2,016
1994 815 1,140 1,955
1995 773 1,140 1,913
1996 667 1,197 1,804
1997 593 1,116 1,709
1998 517 1,116 1,633
1999 432 1,114 1,546
2000 351 906 1,257
2001 290 853 1,143
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1,143
1,110
1,078
1,052
914
914
767
767
50
540
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3') Mi.sgzelianeous expenses

- Maintéhénce expenses _
Théy would increase every &ear if the present__co_nditions- remain as' they. are.
They wili start deéreasin'g' if the opefatién: ratio (production capacity) goes down
to some- extent. They are calculated based on the estimates of operation ratms
which are to be changed at times.

— Labor expenses
The number of pexsonnel will duly decrease in accordance with the slow down
of production capacity. The number of decreased workers is e_stunated based
on the result of 1990. . . -

- Packmg matenal expenses

. They are varlable 4s same as raw materla]s and thﬂy vary aIOng W1th the
'increase/decrease ratios of productlon 51_ze.

- Deprecmnon expenses
The deprecmtlon plan of the present facﬂltles and buildings are adopted as they
are.

- Insun_‘ance fee and office expenses
They are assumed to keep the result of _1990 W'ithout any _increase_br décrease.

"able 9-33 shows the resﬁlt of financial calculation based on the assumiot_ion above.

— 635 —



Tvee- | Bl
2961~ | 2po-

o558

1 54
Smr

92et
ki

I
i 24

1ot 2621

- a8 $99

~ mmm54q=35u5¢q
W L T TN

208

(37703 934 0 %ef) FVL FROONL |

2361

 (REI-BNOT) NDTRMOZ

£e8'T-

296 T- | are-

185- 312~

1211

FHOONT ONLIWVEJ0 13N

_ H

. —

| SUSNSIE INLIVHId0-Td 40 KOLIVZIEHOWY

_

yS28~ | 81—

291~ | ovo-

1465~ 912- A4 £98

1217

LId0d SS9

1

1

0z8 cmm 280721

90 "¥1 eyi'Ly

417°91 ] 096751

L0112

268°F¢ | ¥85°%C

008 ‘¥

[ (wIal)

CANRC SN RN

eg5's

KRN
resE T

it

cr e
e E ] 06T
T VR

1 i
ww Feeeel m.ﬂq anean
BT TeesT haeee |
LT T T o T 6eE
BRI lEes'l
88

T's0s'vT [ Zag'st | gzsrar

kAl

HmH N

PR RNl

2.oqose st |Teer | sannd iEm

17891

1500 GVEREAQ |
zoﬂﬁommnma

STVIMEALVA MVd | ISDO NOLLIDAGOHd

L _

1
)

999°L¥Z | 202°01

£01°21 £097°91

e02°LT 1 BOO°ST | TBE'OZ ) PE0°ZZ | #6287 | BIR'PT | 1Ep'GZ

| 12962

et

(wio [ (

Y

999°172 | 20201

mcm ‘a1

909°LT | 600°67 | T6°0z | ¥60°7¢ | 867°€Z | 618'WQ | 12v°6C

T teviae

" DNISSH006d.
S0k

HAAC-RIL STE

I

|

d
TIGL | ¥¥dL BLTY

HvLh HIOT | WVEX s

IVl HIS

VAL HLG | 9VA HiL| VAL E9 UVAL HIv | WVEL (NS | GVAK Q7

!
WvaA JIST | |

14

NYId $5O7T B 11J0¥d 1-8E-6 *qrl

TITH wezelueg yetdny Ut UOTTIW :LINA

— 836 —



§6¢-

21 K

) B8

N 129

i

et

o 0L

e JEOL

4

2301

A

58

£LE
£18

xﬁggahmz

- (EIVIB00Y

T 1zz-

1o

0. | 88

R

102

{30y uwz 30 nmﬁ .ﬁ.H HIROONT

668~

89571
| 22-

O 1 DL O
g 80T

BB
et

1T

181

il

$i§

YL 0B TLiod TN

Aags

SE.E

 TREL-TH0ES) | T00T

" RE-N0T) YOOI

" RN g&@&ﬂ;

TN
 ISBEIND.

]

188

LE]

281 -

LET

LA

magazm QZHhmmmma )

SHSNHEH wzﬁeﬁm?mmm £ zaﬂ.ﬁﬂx%

8E6 66¢-

L4e-

0 . 801

[

[ 2al

24

98k

i

1L108d mmgmm;

m :

915°26

ikl

Ty

611 b 972'6

0826

Gpg 11

6861

FI8°21

£6F ‘2L

(IVIOL)

JET

e

e FEL

L TEL
L
eaiasren ”mv

N

T @.

S L
.-....... wM” .
-
T
716
a1

LT

vl

b

)

LLHET

¥le
0T

e JEL

i
184

i
..-.:... .- Nmm H

a8

LN
80T

S

L
. 87

999

§21

] 082
e
lEgy

e

v

i
ge1

e B
Thasarinras QWN

.mﬁ.

bl

U E0d v K0l IV

1500 QVIEEAD

SISNEIYS HD0RY

" STVIVELVA SN0V |
ST |

T T T |
o BL T SISNEAYT SONVAEINTN
Tt

ks

JIS00 NOLIOG0Hd

TIL°%

6LT°L - F¥E'S

¥re's

88Tt

8g1 41

8LL°2

LTO'ET .

{TVLO0N) |

«a.m m

Lser

. DHISSTIOUS,
SLIN0K |

WEIAC-NHAL STWS

|

| IOl | uvak HITT

. SVEL HIL

WAL ALY | WVEA BIS | WAL BI¥

qVHL Qe

dviL N7

HYaL IST ]

1/d

NVId $507T ¥ L1d0¥d 2-£6-6 2IqEL

TIT unpedt)

qetdny U7 GOTTTR LIAL

-~ 637 —



9-3 Fconomic and Social Evaluation

9-3-1 Economic Analysis Based on.Economic Prices
In the previous chapter, we conducted financial assessment from the_stan.dboint of a private
enterprise, using markei prices. In this_ cilaﬁtér, we will appraise how this project can
contribute toward.the natioﬁal economic developinent from the viewpoint of:macr.o economy,
' thereBy providing the basis for the judgment as to whether or not this project should be
implemented. To be more specific, the subsequent: work v;!ill be'to.c-orwert the 'const-rhction
cost, operationél expenses, and income, calculated in terms of market values in Chapter
9, into economic prices and to compare benefits and costs. Under.the project, eqrt;il.)r'nent
and materials will be procufed thréugh imports or domestic purchase. As for raw rﬁa_'terials,
cotton will be imported, while polyester and rayon fibers are ﬁla’nnéd to be p_focurec} from_
the domestic market. Of the labor, the portion to be paid for in foreign currency is Iés;suméd
to represent the work by foreign supervisors, while others will be the iabor provided by
skilled/unskilled domestic workers. _ |
The order of (galculatic;;: will start from the calculation of the conyersién factor for
each cost {or benefit) ifem in advance. Then, the market price"'das_ed costs (or'béhefits)
will be multiplied by such factors to obtain the calculated p-ric'es (economic -'pric-e.s) for
the costs/expehses. ' ' '
(1) C_alculation of Standard Conversion Factor (SCF) _
‘The standard conversion factor (SCF) is used to compute the calculation priceg of -
goods not internationally traded, and the SCF is 6htéjned through the f.bﬂoﬁ?ing-fonnula:.
M+ X | :
M A+t x X Qts — tx)

SCF =

M = Total imports
X = Total exports _
t — Weighted average of impoi‘t tariffs
s = Weighted average of export subsidy rates
tx = Weighted averaée of export tariff rates :
Based on export/import data of 'Indon_esia,
Total imports in 1989 were $16,360 million, and
Total exports in 1989 were $22,159 million.

Out of these, main items are picked, and based on their percentage in the ‘total amounts,
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the weighted average values of average tariff rates and added value taxes are obtained.

SCF is caleulated subsequently on this basis.

[ Breakdown of Main import items }

Amount Share Average tariff VAT

vate (est!)
Ihdust_rial Taw maierials ' © 7,407 45.3 10 10
Capital goods 3,766 23.0 i0 10
Parts, accessories o256t 1B 15 10
Fuel, lubricant _ 1,148 - 7.0 40 10.

Foods, . beverages for processing 849 5.2 10 . 10

[ Breakdown of Main export items ]

Amount Share

Crude oil ' 5,142 23.2

: Natural-gas _ 2,599 11.7
Plywood 2,351  10.6
Clothing - o 1,169 5.3
Rubber préducts :1,035 4.7

Sources ! Japan's Intermational Trade with the World, 1991., JETRO
Through calculation based on above figures, the weighted average value of import :
tariffs was learned to be 23. If it is assumed that thé_ export tariff averages 10%, and

the average subsidy rate is 0!

16,360 + 22,159
16,360 x 1.25 + 22,159 x 1.1

SCF = = (.87

(2). Computation of Caleulation Price for Each Item

Prior to computing calculation prices, costs and benefits are brokendown (see Table

9-34), 'an_d SCF for eag:h item is obtained based on this. -
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Table 9-34 Breakdown of Costs and Benefits:

International trade goods

Rop~taternatlonal trade goods

transier items

Imported Exporied Foreign | Bomesiic S3Skllled Unskilled Border Domestle
goods goods currency | goods iabor labor
labor
t. Capital expenditures
i. Fixed caplial
a. Construction work ;26 - Ty - Tt ] 0+ Tt iy 20 T 4
cost - ’ ' '
b. Procured equipment | 95 - T2 - Tt 4+ Tt T2 .1
and material cost .
¢. Pre-operation 26 - Tg - Tt 17 + Tt 22 27 Ts 8
expenses
d. Consulting cost 100
¢ Training cost 1090 _
1. Contingency 100 % of a-o8
2. ¥Working capltal
a. lnventories of raw Equivalent to 0.3 - 12 months portion of
materials, operating expenses a —
products, ate.
2. Operating expenses
a. Raw materials 43 -Ts - Tt 51 + Tt Ta . 6
b. Packing materials 40 10
¢. Blectric power, 90 10
fuel, water
changes
d. Labor expenses 3e 48 B &
e. Repair expsnses S0 -Ts ~ Tt {5 + TL Ts §
f. Insurance preai- 40 i
uns, head office 100
expenses '
g Depreciation
expenses
{Rotes) T1 = Tariffs imposed on imported goods among goods input for construction purposes

Te = Tariffs ieposed on Imported goods

Ts = Tariffs imposed on fmperted goods

Ta = Tariffs imposed on imported goods among raw¥ materials

Ty = Tariffs imposed on imporied goods among repair materials
Tt = Domestic transportatin expenses of imported goods

among procured eguipment and materlal expenses
amgong pre-operaijonal expenses

3. Benefits
a, Direct benefits
b, Benefits at the
tige of termina-
tion

50 - T

Tp

10

{Hotes) Tm = Domestic transportation cxpenses frop the import to the place of cnnéumptioﬁ

Tp = Domestic iransportation expenses. etc. from the site (o the place of consumpiion

(Te = Tp)
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1). Conversion factors of capital expenditure items
1-a} Construction cost
.Constru'ction materials are considered to be _imported goods (internationally traded
goo.d's) and non-internationally .traded ‘goods .(dome.sti_c goods), procured. from
'the domestic _market. For con_version factors of domestic goods, construction
cohversion factors is used, but for convenience sake, the staﬁdard conversion
factor is su'bs'titu_tcd.' The import goods-to be input are assessed by adding
domestic transportation expenses to CIF prices, which are border prices. That
is, the factor for conversion to '.(.:alculatiim prices is 1. '
The labor comprises foreign purrency labor by foreign supervisors and
iabdr by skilled and unskilled domestic workers: The factor for the ¢onversion
of foreigﬁ curtency labor portion to calculation prices can be regarded as 1.
.The conversion factor for conswmption is used to convert the domestic price—level
assessment of domestic labor to the international pfice**le.vel asSessment. Since
skilled labor is always in shortage within developing countries, market wages
adequately reflect opportunity costs.
Accordingly, the shac_low wage rate (SWR) for skilled labor is considered to
e 1. For CFC, SCF .mentio.ned earlier 'is. substituted as it is.
SCF = CFC = 0.67 |
SWR = 1.0 x.0.87 = 0.87
With regard to _unékilled Ia_bo;', the complete unem_p_ioymenf rate within Indd_nesia is
less than 3%; in consideration of fhe substantial latent unemployment rate in. rural
areas, however, considerable difference is thought to exist between the rﬁarket wage
rate and the due evaluation amount; accordingly, -the shadow rate is assumed to be
0.8. That is, the caIculation-pﬂce ist
0.8 X 0.87 = 0.70

Conversion factors for construction work cost can be summarized as follows:

— 641 —



Foreign

Imported - Domestic Sk.illed Unskilled =~ Transfer
goods currency goods labor labor items
labor '

Breakdown 0.2-0.04-0.01 0.06 “0.440.01 0.1 0.2 0.06

Conversion 1 1 SCF(0.87) 0.87  0.70.

factor : . _

Product 0.15 0.06 0.357 0.087 -~ 0.14

Caonversion

factor for . 0.794

1~a

(Note) T1, namely, import—related tax is assumed to be 20% of imported goods prices.
Tt, namely, domestic transportation expenses are assumed to be 5% of imported
goods - prices.

" Hereafter, conversion factor for each item is calculated in a similar manner.

1-b) Procured equipment and material costs

Imported goods Domest;’c 'goods _ Transfer items
Breakdown 0.95-0.095-0.048 0.04 -+ 0.048 0.105 .
Conversion 1 SCF (0.87)
factor
Product 0.807 0.077
Conversion
factor for 0.884
1-b

(Note) T2 is assumed to be 10% of the import goods prices (T3 to T5 are i:he same. )

Tt is assumed to be 5% of import goods prices.
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1-c) Pre—operational expenses

Domestic

Imported Skilled Unskilled Transfer
goods goods labor labor items
Bi‘eakdown 0.26--0.026-0.013 0.17--0.013 0.22 0.27 0.106
Conversion 1 SCF (0.87)  0.87 0.70
factor - _ .
Product 0.221 0.159 0.191 0.189
Conversion
factor for 0.760
1-c
1-4d, e). Consulting cost, training cdst
Foreign currency labor
Breakdown 1
Conversion factor | 1
Product 1
Conversion factors for 1—-d, ¢ 1
1-f) Contingency
Input goods a b c d e Total
Share In fixed 4.3 8.1 6.1 3.8 1.7 - 100
capital (%) ’ T : : ) '
Breakdown 0.043 0.841 0.061 0.038 0.017 1.000
Conversion factor 0.794 0.884 0.760 1 1
Product _ 0.034 0.743 0.046 0.038 0.017
Co ion fact '
nversion factor 0.878

for 1-f
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2—a) Working capital

Input goods a b e Total
Share in operating
ware I operating 61.3 2.3 2.9  66.5
expenses (%) .
Breakdown 0.922 0.034 0.044 1.000
Conversion factor 0.828 0.783 (.838
Product 0.763 0.027 0.037
Conversion factor
0.827

for 2-a

2) Conversion factor for operating expense ilems

a) Raw materials

Imported goods Domestic goods Transfer items

Breakdown 0.43-0.043-0.022  0.51+0.022 0.103
Conversion factor 1 SCF {0.87)

Product 0.365 0.463

Conversion factor for a — 0.828

b) Packing materials

Daomestic goods Transfer items
Breakdown ~6—9-—% 0.1
Conversion factor SCF (0.87)
Product 0.783
Conversion factor for b 0.783

c) Electric power, fuel, water charges

Domestic goods Transfer items
Breakdown 0.9 0.1 _
Conversion factor SCF {0.87)
Product 0.783

Conversion factor for ¢ 0.783

(Note) SCF is used for the electric power conversion factor.
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d) - Labor expenses’

Skilled labor . Unskilled labor  ‘Transfer items

.Breakdown

0.39 - 0.48

Conversion factor. 0.87 0.70
Product . 0.393 0.36
0.753

Conversion factor for d

- ) Maintenance

Imported goods

Domestic goods : - Transfer items

Breakdown

0.50-0.05-0.025
Conversion factor 1
Product 0.425

Conversion factor for e

0.45 + 0.025 . 0.1
SCF (0.87)

6.413

0.838

f) Insurance premiums, head office expenses

Domestic goods

- Breakdown : R 1
Conversion factor . SCF (0.87)
‘Product 0.870

- (.870

Conversion factor for f

3) Conversion factor of henefits

Imported goods

Domestic goods

Transfer items

Breakdown -

0.9 ~Tm
Conversion factor = - i 1.
Product 0.9 -
Conversion. factor of benefits- . . 0.9

" Tp 0.1

Since output. products will be sold domestically as import substitute, assessment is
" miade based on the CIF of the border price. Tm (éxpenses for domestic transportation
- . .from:the import port to the place of consumption, etc.) is almost equal to Tp (expenses

" for domestic transportation from the pfdduction site to the place of consumption).

S (3) Inte_rnél Econom.ic Rate: of Return

: Market't)rioe_—based benefits and expenses during the product life are compiled for each
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case. These are multiplied by the conveision factors in (2) to be turned . into economic
prices. The internal economic rate of return and NVP obtained from them are shown

at the end of the chapter. Their summary is as shown below:

ERR NVP
Case 1 38.52% 118,191 M. Rp
Case 2 30.79% 62,408 M.Rp
Case 3 - 35.24% 180,312 M.Rp

In all of the three cases, NPV are positivé figures, and are sufficiently large.
Accordingly, any case can be adopted. The order of advantages from these cases
is as follows:

Case 1 >» Case 3 > Case 2

9-3-2 Social Effects of Projects

Since it is difficult to quantitatively assess indirect benefits of thé rehabilitation program,

we would like to appraise social effects of its _implementation here.

(1} Stabilization of Employment QOpportunity “
Generally speaking, the enforcement of this program will promote employment of local
residents, raise their income, and increase consumption and investments. The working
population of Indonesia increased by 11,900,000 (3.7%) reaching 74,500,000 during
Repelita IV during 1984-88. This figure is expected to increase to 86,400,000 during
Repelita V. Under Repelita V, it is assumed that a total of 1,150,000 jobs will be creafted
in varigus industrial segments during the period. Since a total of 2 million workers
are expected to newly enter the field, however, their absorption may be considefabiy
difficult. Characteristics of the labor structure in Indonesia are that the agricultural
sector, which employs a majority of Indonesia workers, has _much potential
unemployment and that the farming in Java Island, which currently has a largest npmber
of people as farming population, is unable to absorb additional! manpower. If new
workers are to be absorbed, therefore, it will become more urgent to create new jobs
in other industrial segments, such as manufacturing industries. The share of the -
emploved include the poor people in cities, who are collectively called informal sector.
Most of these people are incompletely emploved, and the tendency of their further
increase is another characteristic of the country_’s]abor structure. The govemmentél

labor policy has been putting stress on the creation and mainter_iancé of employment
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opportunities, while the labor supervisory administration is carried out under high—level
labor laws. In Indbnesia; where the informal sector accéunts for a'majority_of the
labor force, however, such labor guidance can be effective only for government agencies,
statefoperate_d enterprises, a.nd foreign capital companies. For this reason, it can be
rightly said thét the respoﬁsibilities of Banjaran and Cipadung Mills, both of which
are state—oﬁmed emerprises', in stabilizing jobs are considerable. Since the two mills
are existing establishments, and if they are to survive in the Indonesian textile éndustry,
where competition is becoming more and more fierce, rationalization and resultant
cost reduction will be essential. Thus, the number {f workers tends to diminish to
certain extent from now on, but the employment itself will be stabilized by the presence
of the two mills, Further, as stated in the section of 9-2-3 Without Case_;,. it cannot
be denied that the production capacity will gradually decline, and the number of
employees will be reduced, if the renovation plan is not enforced. Now that investment
centers on capi_tal—imensive "equipment indusiries,” the cotton spinning, which is
a labor—intensive industry, must play a major role in job creation. Furthermore, u_nder
the future situation in which labor concentration in urban areas will progress, and
it will become increasingly difficult to secure jobs for young lahor force with high
educational career. and female workers who increasingly seek employment out of their
homes, textile mills are one of the sectors that can accommodate such job seekers,
Since excellent, high—cost performance labor is the key to successful operation at these
mills. In consideration of these facts, it cannc';tl be den_iéd thai this project will represent
a favorable factor for the improvement of the employment situation in Indonesia.
Quiward Environmental Effects _ 7

¥ other iﬁdustries outside a mill are damaged or if environmental pollution is caused,
such outward environmental or. technological effects are considered to be negative
bénefits, and expenses required to mitigate them will be posed directly in cosf items
in the course of project evaluation. Now that environmental issues attract worldwide
attention, any project that may be detrimental to environmental protection on earfh
wiii become difficult to execute no matter how niucﬁ its financial feasibility is high.

Under such a situation, the spinning—related project, whose negative factor in terms

of out_wai‘d eﬁvi_ronmental effects will be virtually nil, is expected to be regarded

favorably from a social viewpoint. No particular problems are conceivable if some

measures are taken to muffle machinery noise and noise from in—house power generation
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(2)

{3)

{4

(5)

(6)

(7)

_and to treat oil discharged of negligible level.

(3) Social Mission of Sangdang Textile Mills
It is an i'mportant mission Sandang Textile Mills to secure yarn for small scale users
in a stabilized manner to meet basic needs of the people. Therefore, the milis can

be considered to be making great contributions to the society.
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