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Water is one of the natural resources that control the lives of many people. Long time ago, water 
was one of the natural resources that easily recycled, and clean water was easily to be obtaining 
everywhere. But, because of advancement of era that are accompanied by the advancement of 
technology, and also because of the increasing number of population causing the pollution level 
uncontrollable. The increase of population from years to years led to increasing the demand of clean 
water. While, on the other side, the supply of clean water are depleting. This causes the water 
treatment business has good prospects in the future. 

In this research, writer uses one of Small Island in Gili. The island of Gili’s that located at Lombok 
Utara District, Nusa Tenggara Barat consist of 3 small island; which is: Gili Trawangan, Gili Meno, 
and Gili Air. Among those three islands, Gili Trawangan were one of the largest island, to be exact 
about 340 ha, while Gili Meno is about 150 ha, and Gili Air is about 175 ha. This research will focus to 
analyze about business opportunity of water treatment in Gili Trawangan. Gili Trawangan is located 
around 115,460 – 116,280 east longitude and 8,120 – 8,550 south latitude. Gili Trawangan became 
one of the Indonesia tourism destinations because of the beauty of the white sand beaches and its 
underwater scenery.

Abstract

: 

– Gili Trawangan is a small island located in north Lombok. Gili Trawangan has a lot of place with 
beautiful scenery and beach, so it is very potential place for tourism destination. Government is preparing Gili 
Trawangan to be as famous as Bali. Tourism industry itself had been growing rapidly. Local government plans 
three big project, those are: building Lombok International Airport, building modern floating dock in Gili 
Trawangan, and building ring road inside Gili Trawangan. The problem is, infrastructure and supply of clean water 
are becoming rare commodities. Water is one of the natural resources that control lives of many people. Long time 
ago, water was one of the natural resources that easily recycled, and clear water was easily to be obtaining 
everywhere. But nowadays in Gili Trawangan, all ground water has already contaminated by seawater. So, 
purpose of this project is about producing clean water from seawater and set normal price of clean water. This 
research describes about list of stakeholders of the project, type of corporation between local government and 
private company for the project, steps that must be done for realizing this project, kind of technology used in this 
project, target market, amount of water demand, cost of investment, and financial analysis using cash flow, profit 
and loss, NPV, IRR, and payback period to find feasibility of project. All data processing is based on collection data 
from central Biro Pusat Statistik for the population data; and from Ditjen Cipta Karya Dinas Pekerjaan Umum 
2006 for water demand calculation. Period of the research is five years that is from 2014 until 2018. Assumption of 
the initial investment is in 2013.
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But just like the island of Indonesia in general, the infrastructure and the supply of clean water are 
always became a rare commodities, or even not available. The water sources at Gili Trawangan at 
this moment are unfit for important consumption such as cooking and drinking because all of 
ground water is already contaminated with seawater. So far, most of the clean water demands for 
residents and visitors of Gili Trawangan were supplied from the mainland of Lombok Island, 
especially from Pamenang sub-districts by using jerry can. From several reasons above, it is clear 
that business potential in water treatment will be profitable. This condition will become an 
opportunity for private company to hold partnership with local government in Gili Trawangan sub-
district with ‘ ’ or we usually know it with the BOT (Built –
Operate – Transfer) system for 30 years.

Based on the problem identification, this paper intends to answer these questions:
1. Who is the stakeholder of this water treatment project?
2. What type of corporation between local government and private company must be use so 

household or people in Gili Trawangan can buy clean water?
3. What are the steps that must be done for realizing this water treatment project?
4. What kind of technology will be use to produce clean water?
5. Who is the target market and how much the total demand of clean water?
6. How much fund needed from central and local government to invest in this water treatment 

project?
7. Based on the calculation of cash flow, profit and loss, NPV, IRR, and payback period, is the 

project feasible to be done?

Based on Wheelen and Hunger (2013), Stakeholders are a large number of groups with interest in a 
business organization’s activities. These groups affect or are affected by the achievement of the 
firm’s objectives.

Financial primary stakeholders are often divided into several groups. Capital market stakeholders 
are shareholders and lenders who have directly invested money in the company and want to
preserve and increase their wealth. Product market stakeholders are people who benefit directly 
from the business without necessarily investing money, such as suppliers and some customers. 
Organizational stakeholders are employees who work for the company and depend on survival for 
income.

Secondary stakeholders are those not directly impacted by investment, but who experience some 
sort of change regardless. The entire public of a nation is a secondary stakeholder to most 
businesses, because these businesses pay taxes those are then used by the government to create 
benefits for the citizens.

Based on Freeman and Reed (1984), Stakeholders are generally divided into two groups: internal 
and external stakeholders. As the terms suggest, internal stakeholders come from within the 
corporation and external stakeholders are those outside the corporation but with a vested interest in 
it.

PPP involves a contract between a public sector authority and a private party, in which the private 
party provides a public service or project and assumes substantial financial, technical and 
operational risk in the project. BOT (build-operate-transfer) is a form of project financing, wherein a 
private entity receives a concession from the private or public and social sector to finance, design, 
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construct, and operate a facility stated in the concession contract. This enables the project 
proponent to recover its investment, operating and maintenance expenses in the project.

Due to the long-term nature of the arrangement, the fees are usually raised during the concession 
period. The rate of increase is often tied to a combination of internal and external variables, allowing 
the proponent to reach a satisfactory internal rate of return for its investment.

Based on Bashiri, Ebrahimi, and Fazlal, public private partnership (PPP) describes a government 
service or private business venture, which is funded and operated through a partnership of 
government and one or more private sector companies. PPP involves a contract between a public 
sector authority and a private party, in which the private party provides a public service or project 
and assumes substantial financial, technical and operational risk in the project.

Based on Rinaldi (2011), steps on conducting public private partnership are:
Planning
Arranging pre-feasibility study
Transaction
Management of cooperation implementation

Variety of Tools for Water Treatment:
Mechanical accelerated clarifier
Multi Media Filter (MMF)
Self-Cleaning Filter
UF/MF Membrane (Ultra Filtration/Micro Filtration membrane)
Cartridge Filter
RO/NF Membrane
Disinfection System

The goal of a market analysis is to determine the attractiveness of a market, both now and in the 
future. Organizations evaluate the future attractiveness of a market by gaining an understanding of 
evolving opportunities and threats as they relate to that organization's own strengths and 
weaknesses.

Population calculation has two formulas, those are: calculating percent (straight-line) growth rates 
and calculating average annual (compound) growth rate. For straight-line, the formula for percent 
change from one period to another is:

                         (1)
with: PR = Percent Rate; VPresent = Present or Future Value; VPast = Past or Present Value.
The percentage growth rate is simply the percent growth divided by N, the number of years.
For compound, the formula is:

      (2)

With:   PopFuture = Future Population; PopPresent = Present Population; i = Growth Rate 
n = Number of Years.

-
-
-
-

-
-
-
-
-
-
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Payback periods are commonly used to evaluate proposed investments. The payback period is the 
amount of time required for the firm to recover its initial investment in a project, as calculated from 
cash inflows. In the case of an annuity, the payback period can be found by dividing the initial 
investment by the annual cash inflow. For a mixed stream of cash inflows, the yearly cash inflows 
must be accumulated until the initial investment is recovered.

Payback period is usually expressed in years. Start by calculating Net Cash Flow for each year: Net 
Cash Flow Year 1 = Cash Inflow Year 1 - Cash Outflow Year 1. Then Cumulative Cash Flow = (Net 
Cash Flow Year 1 + Net Cash Flow Year 2 + Net Cash Flow Year 3 ... etc.) Accumulate by year until 
Cumulative Cash Flow is a positive number: that year is the payback year.
Decision criteria: - If the payback period is less than the maximum acceptable payback period, 

accept the project.
                               - If the payback period is greater than the maximum acceptable payback period, 

reject the project.
The method used by most large companies to evaluate investment projects is called net present 
value (NPV). NPV is a sophisticated capital budgeting technique; found by subtracting a project’s 
initial investment from the present value of its cash inflows discounted at a rate equal to the firm’s 
cost of capital. NPV method discounts the firm’s cash flows at the firm’s cost of capital. The rate is 
the minimum return that must be earned on a project to satisfy the firm’s investors. Projects with 
lower returns fail to meet investors’ expectations and therefore decrease firm value, and projects 
with higher returns increase firm value.

The general equation of net present value (NPV) is: 
NPV = Present value of cash inflows – Initial investment

NPV =                                       (3)

With: CFt = present value of cash inflows
          CF0 = project’s initial investment 
          r      = rate equal to firm’s cost of capital
          t      = time needed
Decision criteria: - If the NPV is greater than $0, accept the project.

     - If the NPV is less than $0, reject the project.

The internal rate of return is one of the most widely used capital budgeting techniques. The internal 
rate of return (IRR) is the discount rate that equates the NPV of an investment opportunity with $0 
(because the present value of cash inflow equals the initial investment). It is the rate of return that 
the firm will earn if it invests in the project and receives the given cash inflows.

The general equation of internal rate of return is:

                      (4)

Decision criteria: - If the IRR is greater than the cost of capital, accept the project.
    - If the IRR is less than the cost of capital, reject the project.

Writer does interviewing people such as head of the village and head of the household. Writer gets 
the exact data about demography of Gili Trawangan people such as social economy, physical. From 
head of village, writer also can get the data about water condition and find many problems about 
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clean water supply in Gili Trawangan. Writer also does interviewing several head of households to 
know the problem about lack of clean water supply directly to the people.  This data is used for 
making the problem identification in the first chapter.

Writer gets the data about list of potential business customers from Tourism Department and 
Trading Department. This data will be used to calculate financial analysis in the next step.

Writer also needs data about population growth, Gross Domestic Product in 2011, and population in 
2011. Writer gets data about these from central Biro Pusat Statistik office. This data will be used for 
calculating financial analysis in the next step. For water demand, the data is gotten from Ditjen 
Cipta Karya Dinas Pekerjaan Umum 2006.

Financial analysis needs also the data about price of material, equipment, labor cost, and all other 
capital investment to find initial investment. Writer gets the data of prices from internet and stores.

Capital market stakeholders are shareholders and lenders who have directly invested money in the 
company and want to preserve and increase their wealth. So, capital market stakeholders in this 
project are private company, bank, and government of Lombok Utara. Private company invests 
money to do survey to make feasibility study and handle legalization to get the project. Private 
company also invests money in the amount of more than 35% from the value of project. Bank 
invests 70% from the value of project. Government of Lombok Utara is the owner of the project and 
will get the business after 30 years.

Product market stakeholders are people who benefit directly from the business without necessarily 
investing money. In this project, the product market stakeholders are contractor of the construction, 
supplier of production’s equipment, supplier of the materials, and societies of Gili Trawangan. All of 
suppliers are included in product market stakeholders. Societies of Gili Trawangan are customer of 
the business. They will get the benefit from the easiness to get clean water for daily consumption 
and the cheaper one.

Organizational stakeholders are employees who work for the company and depend on survival for 
income. All of the employees, management team, board of directors are the organizational 
stakeholders.

The previous paragraphs tell about primary stakeholder. Primary stakeholders have money invested 
in the business. Contrary with primary stakeholders, secondary stakeholders are those who are not 
directly impacted by investment, but who experience some sort of change regardless. In this project, 
the secondary stakeholders are local house of representative of Lombok Utara and entire public of 
nation. Local house of representative of Lombok Utara get fund from central house of 
representative to increase the welfare of people in Lombok Utara. The fund can be use for 
education, healthiness, etc. The successful on the business can be used for them as the 
accountability of the fund and good work of the employees in the local house of representative in 
Lombok Utara. The entire public of nation is a secondary stakeholder to most businesses, because 
these businesses pay taxes those are then used by the government to create benefits for the 
citizens.

Based on Freeman and Reed (1984), Stakeholders are generally divided into two groups; internal 
and external stakeholders. Internal stakdeholders come from within the corporation and external 
stakeholders are those outside the corporation but with a vested interest in it. Based on that, in this 
project, the internal stakeholders are all of the employees, management team, board of directors, 

Data Analysis
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private company, and government of Lombok Utara. External stakeholders in this project are bank, 
all supliers, societies of Gili Trawangan, and local house of representative of Lombok Utara.

Public Private Partnership (PPP) is a mechanism of alternative financing for provision of public 
services have been used widely in many countries, especially developed countries. PPP enables 
chances to utilize management ability and expertise of private sector, and also increase additional 
fund for supporting public services. 

Option
Asset 

Ownershi
p

Operations 
and 

Maintenance

Capital 
Investmen

t

Commercia
l Risk

Duration

Service contract Public
Public and 
Private

Public Public 1-2 years

Management 
contract

Public Private Public Public 3-5 years

Lease Public Private Public Shared 8-15 years
Concession
Build Operate 
Transfer

Public
Private 
and Public

Private
Private

Private
Private

Private
Private

25-30 years
20-30 years

Government have to regulate all public services those are important and crucial. Water is very 
important, so government must have important role in the regulation. Based on table 4.6, the asset 
ownership of the project using Build Operate Transfer is both private and public, so government has 
authority on managing the regulation. Private sector will prefer BOT system because they has asset 
ownership so they also has authority. Private sector has the biggest risk in this project, so it is better 
for private sector to has also asset ownership. Therefore, BOT is the best choice for public and 
private sector.

Figure 1 Forms and Modality of Public Private Partnership 

Table 1 Allocation of key responsibilities under the main private sector participation 

Totally Public

Management Contract

Leasing
Joint Initiatives

BOT and/or BOO

Concession

Increasing 
Contract 
Duration

PPP

System

Increasing 
private 
sector 
responsibili
ty, 
financing, 
and risk 
taking

Improving country and sector context

Totally Private
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Table 2 Steps for Realizing Water Treatment Project

ST
EP

PROCESS PERIOD RESULT

I 1. Private sector makes a letter to the mayor of 
Lombok Tengah (Bupati Lombok Tengah). The 
letter is about willingness on establishing 
cooperation with the local government that is 
represented by local water company (PDAM) in 
Lombok Tengah district.

2. Local government represented by PDAM 
conducts a meeting with the private sector to 
discuss about cooperation.

3. The results of this meeting are followed up with 
a report to the mayor of Lombok Tengah 
(Bupati Lombok Tengah). After that private 
sector ask for guidance for the next step.

2  
Month

Letter of 
Agreement 
from mayor of 
Lombok Utara 
(Bupati 
Lombok) for 
doing 
cooperating 
with PDAM

II 1. Private sector conduct presentation in front of 
related agency such as mayor of  Lombok 
Tengah, BAPEDA, General Working Agency, 
and PDAM.

2. After getting the agreement, the next step is 
arranging memorandum of understanding of 
the cooperation between private sector and 
PDAM. 

2  
Month

Memorandum 
of 
Understanding 
between private
sector and 
PDAM

lll 1. Arranging Pre-Feasibility Study.
2. Arranging Business Plan and the presentation.

1  
Month

Pre-Feasibility 
Study

lV 1. Conducting presentation about pre-feasibility 
study in front of all the stakeholders such as 
government, Dewan Perwakilan Rakyat Daerah 
(DPRD), Lembaga Swadaya Masyarakat (LSM), 
etc.

2. Arranging conclusion and revision based on the 
result of presentation.

3. Ratification of the presentation.

1  
Month

Ratification of 
Pre-Feasibility 
Study

V 1. Arranging Feasibility Study.
2. Conducting presentation in front of mayor of 

Lombok Tengah (Bupati), PEMDA, and DPRD.
3. Approval and ratification of feasibility study.

3 Month Feasibility 
Study

Vl 1. Cooperation contract using Build-Operate-
Transfer (BOT) form between private company 
and PDAM. 

1 Month BOT 
cooperation 
contract for 30 
Years

Vll 1. Publishment of local regulation (Peraturan 
Daerah (PERDA))

2  
Month

PERDA

Vlll 1. Construction of the Water Treatment Project 6  
Month

lX 1. Operational of Water Treatment Project 18  
Month

X 1. Transfer of the ownership to the PDAM after 30 
years
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Water treatment project for Gili Trawangan uses seawater desalination process. Seawater 
desalination is one of the best solutions for Gili Trawangan that have limited availability of surface 
water (ground water, river water, etc.), or in an area very close to the seawater. The technologies 
used for seawater desalination are Ultra Filtration (UF) and Reverse Osmosis (RO).

Target markets of water treatment project are people of Gili Trawangan, business sector, and retail 
market. People of Gili Trawangan consume water for daily needs, Puskesmas facility and mosque 
facility. Business sectors in this research are hotels and restaurants. Retail market is the target 
market for consuming of water in gallon. In this research, consumption of water is divided into two 
categories of market, those are: domestic demand and non-domestic demand. Domestic demand 
includes household and public hydrant. Non-domestic hydrant includes Puskesmas, mosque, hotel, 
and restaurant. People of Gili Trawangan use water from domestic and non-domestic category. 
People use water for household, public hydrant, mosque, and Puskesmas. Business sector uses 
water from non-domestic category, those are: hotels and restaurants. Retail market uses water in 
gallon. Retail market can be people of Gili Trawangan or might be business sector.
Using the data and projected population formula, the population of Gili Trawangan in 2014 until 
2018 will be:
2014 Population in 2014 = Population in 2010 x (1 + growth rate)period

         = 1,800 x (1 + 0.0191)4

         = 1,800 x 1.0786 = 1,941.51 1,942 people
2015   Population in 2015 = Population in 2010 x (1 + growth rate)period

          = 1,800 x (1 + 0.0191)5

         = 1,800 x 1.0992 = 1,978.59 1,979 people
2016 Population in 2016 = Population in 2010 x (1 + growth rate)period

         = 1,800 x (1 + 0.0191)6

         = 1,800 x 1.1202 = 2,016.38 2,017 people
2017 Population in 2017 = Population in 2010 x (1 + growth rate)period

         = 1,800 x (1 + 0.0191)7

         = 1,800 x 1.1416 = 2,054.90 2,055 people
2018 Population in 2018 = Population in 2010 x (1 + growth rate)period

         = 1,800 x (1 + 0.0191)8

         = 1,800 x 1.1634 = 2,094.13 2,095 people
Projected population data will be use for calculating water demand from each category.

N
o

Year
Population 

(people)

Service 
level 
(%)

Served 
population 

(people)

Average Water 
Consumption 

(liter/person/day)

Amount of 
usage 

(liter/day)

Amount 
of usage 
(m3/day)

[a] [b] [c] [d] [e] [f] [g] [h]

1 2014 1,942 80 1,553.6 150 233,040 233.04
2 2015 1,979 80 1,583.2 150 237,480 237.48
3 2016 2,017 80 1,613.6 150 242,040 242.04
4 2017 2,055 80 1,644 150 246,600 246.6
5 2018 2,095 80 1,676 150 251,400 251.4

→

≈
→

≈
→

≈
→

≈
→

≈

Table 3 Water Consumption for Household Connection
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Table 4 Water Consumption for Public Hydrant

Table 5 Water Consumption for Puskesmas Facility

Table 6 Water Consumption for Mosque Facility

N
o

Year
Population 

(people)

Service 
level 
(%)

Served 
population 

(people)

Average Water 
Consumption 

(liter/person/day)

Amount of 
usage 

(liter/day)

Amount 
of usage 
(m3/day)

[a] [b] [c] [d] [e] [f] [g] [h]

1 2014 1,942 20 388.4 37.5 14,565 14.565
2 2015 1,979 20 395.8 37.5 14,842.5 14.8425
3 2016 2,017 20 403.4 37.5 15,127.5 15.1275
4 2017 2,055 20 411 37.5 15,412.5 15.4125
5 2018 2,095 20 419 37.5 15,712.5 15.7125

No Year
Quantity 

(unit)

Average Water 
Consumption 
(liter/unit/day)

Amount of 
usage 

(liter/day)

Amount of 
usage 

(m3/day)

[a] [b] [c] [d] [e] [f]

1 2014 1 2,000 2,000 2
2 2015 1 2,000 2,000 2
3 2016 1 2,000 2,000 2
4 2017 1 2,000 2,000 2
5 2018 1 2,000 2,000 2

No Year
Quantity 

(unit)

Average 
Water 

Consumption 
(liter/unit/day)

Amount of 
usage 

(liter/day)

Amount of 
usage 

(m3/day)

[a] [b] [c] [d] [e] [f]

1 2014 3 3,000 9,000 9
2 2015 3 3,000 9,000 9
3 2016 3 3,000 9,000 9
4 2017 3 3,000 9,000 9
5 2018 3 3,000 9,000 9

The total of water consumption for all hotels in Gili Trawangan for a day is 114.15 m3/day. The total 
of water consumption for all restaurants in Gili Trawangan for a day is 80 m3/day. 
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Table 7 Comprehensive Water Consumption in Gili Trawangan Island

Table 8 Total Water Demand After Calculating Water Loss

Year
Household 
Connectio
n (m3/day)

Public 
Hydrant 
(m3/day)

Puskesma
s (m3/day)

Mosque 
(m3/day)

Hotel 
(m3/day)

Restaurant 
(m3/day)

Total 
water 

demand 
(m3/day)

[a] [b] [c] [d] [e] [f] [g] [h]
2014 233.04 14.565 2 9 114.15 80 452.76
2015 237.48 14.8425 2 9 114.15 80 457.47
2016 242.04 15.1275 2 9 114.15 80 462.32
2017 246.6 15.4125 2 9 114.15 80 467.16
2018 251.4 15.7125 2 9 114.15 80 472.26

After finding the value of total water demand for Gili Trawangan Island in one day, the next step is 
adding water loss aspect to find real water needed in Gili Trawangan Island. Government set the 
water loss percentage from total demand through Ditjen Cipta Karya Dinas PU 2006, that is 20%-
30% for all city category. But, in this research, water loss percentage from total demand is 5%.

Year

Total 
water 

demand 
(m3/day)

Water 
loss (%)

Water loss 
(m3/day)

Real water 
demand 
(m3/day)

[a] [b] [c] [d] [e]
2014 452.76 5 22.63775 475.39
2015 457.47 5 22.873625 480.35
2016 462.32 5 23.115875 485.43
2017 467.16 5 23.358125 490.52
2018 472.26 5 23.613125 495.88

Total fund needed is IDR 9,775,823,300,00. Total cost of investment is sum from total fund needed 
plus pre-operational cost plus cost of 1,200 m2 area of land. Pre-operational cost is IDR 300,000,000. 
Cost of  1,200 m2 area of land is IDR 120,000,000. So, cost of investment is IDR 10,195,823,300.

Based on real water demand, capacity of the production for a day will be 500 m3/day. But the real 
output from the production will not be the as same as the capacity. The assumption is there is 2% 
water loss during production process, that is 10 m3/day. So, the real production output is 490 
m3/day.
Income is divided into two sources. First is from sales of water.
Sales of clean water will be divided into three categories based on price, they are domestic, non-
domestic, and retail market. Domestic sector includes household connection only. Public Hydrant is 
for fire  brigade, so it is free for pubic convenience. Non-domestic includes Puskesmas, three 
mosque, hotels, and middle-up restaurants. Retail market uses water in gallon. Retail market can be 
people of Gili Trawangan (household) or might be business sector (hotels and restaurants). Price of 
water for domestic in Gili Trawangan is IDR 25,000/m3. Price of water for non domestic is IDR 
30,000/m3. And price of water for retail market is IDR 5,000/gallon. One gallon consists of 19 liters 
drinking water. Every year there will be price mark-up about 7%.
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Table 9 Sales Revenue from Selling Water to Domestic

Table 10 Sales Revenue from Selling Water to Non-Domestic

Table 11 Sales Revenue from Selling Water to Retail Market

Year
Water 

demand 
(m3/day)

Inflation 
(%)

Price 
(IDR)

Sales revenue 
(IDR)

[a] [b] [c] [d] [e]
2014 244.692 - 25,000 2,232,814,500
2015 249.354 7 25,000 2,434,630,118
2016 254.142 7 25,000 2,655,075,479
2017 258.93 7 25,000 2,894,453,504
2018 263.97 7 25,000 3,157,348,758

TOTAL 13,374,322,358

Year
Water 

demand 
(m3/day)

Inflation 
(%)

Price 
(IDR)

Sales revenue 
(IDR)

[a] [b] [c] [d] [e]
2014 215 - 30,000 2,354,250,000
2015 215 7 30,000 2,519,047,500
2016 215 7 30,000 2,695,380,825
2017 215 7 30,000 2,884,057,483
2018 215 7 30,000 3,085,941,507

TOTAL 13,538,677,314

Year
Water 

demand 
(gallon/year)

Inflation 
(%)

Price 
(IDR)

Sales revenue 
(IDR)

[a] [b] [c] [d] [e]
2014 553,121 - 5,000 2,765,605,000
2015 468,040 7 5,000 2,504,011,325
2016 380,659 7 5,000 2,179,079,583
2017 293,278 7 5,000 1,796,387,742
2018 201,298 7 5,000 1,319,299,799

TOTAL 10,564,383,450

Non-sales revenue is revenue out from sales but from installation of new connection. For domestic 
category, price of new connection is IDR 1,000,000 / unit. For non-domestic category, price of new 
connection is IDR 2,000,000 / unit.



Susanto and Wandebori / Journal of Business and Management, Vol.2, No.2, 2013: 245-262

256

Table 12 Non-sales Revenue from Installing New Connection for Domestic Category

Table 13 Non-sales Revenue from Installing New Connection for Non-domestic Category

Table 14 Total Revenue from 2014 until 2018

Year

Number of 
new 

connection 
(unit)

Price per 
unit (IDR)

Inflation 
(%)

Non-sales 
revenue (IDR)

[a] [b] [c] [d] [e]
2014 311 1,000,000 - 310,800,000 
2015 6 1,000,000 7 6,206,000 
2016 6 1,000,000 7 6,869,400 
2017 6 1,000,000 7 7,350,258 
2018 6 1,000,000 7 7,864,776 

TOTAL 339,090,434 

Year

Number of 
new 

connection 
(unit)

Price per 
unit (IDR)

Inflation 
(%)

Non-sales 
revenue (IDR)

[a] [b] [c] [d] [e]
2014 81 2,000,000 - 162,000,000 
2015 0 2,000,000 7 0 
2016 0 2,000,000 7 0 
2017 0 2,000,000 7 0 
2018 0 2,000,000 7 0 

TOTAL 162,000,000 

Total revenue is total revenue from the combination of sales revenue and non-sales revenue. For 
sales revenue, there are three categories such as domestic, non-domestic, and retail market. For 
non-sales revenue, there are two categories such as domestic and non-domestic. Here is the 
calculation of total revenue:

Year
2014 2015 2016 2017 2018

Sales 
Revenue 

(IDR)

Domestic
2,232,814,50

0
2,434,630,11

8
2,655,075,47

9
2,894,453,5

04
3,157,348,75

8
Non-
domestic

2,354,250,00
0

2,519,047,50
0

2,695,380,8
25

2,884,057,4
83

3,085,941,5
07

Retail 
market

2,765,605,00
0

2,504,011,32
5

2,179,079,58
3

1,796,387,74
2

1,319,299,79
9

Non Sales 
Revenue 

(IDR)

Domestic 310,800,000 6,206,000 6,869,400 7,350,258 7,864,776
Non-
domestic 162,000,000 0 0 0 0

Total revenue (IDR)
7,825,469,50

0
7,463,894,9

43
7,536,405,28

7
7,582,248,9

87
7,570,454,83

9

Above is total revenue from 2014 until 2018. To know about profitability of the project, here is 
projected total cost:
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Operational cost is costs associated with the production process. There are several costs included in 
operational cost in this research, those are: cost of production, bank interest, depreciation, water 
retribution to local government, and cost of new connection. There are two types of cost: 
operational and non-operational. Non-operational cost is costs that is not associated with the 
production process, but for management. There are several costs included in non-operational cost in 
this research, those are: general manager salary, administrative salary, office expenses, and 
overhead cost. Total cost is combination from operational cost and non-operational cost. Here is the 
calculation for total cost:

Year
2014 2015 2016 2017 2018

Operationa
l Cost (IDR) 2,996,226,879 2,331,943,504 1,823,809,513 1,894,608,342 1,968,947,113
Non-
operational 
Cost (IDR) 352,000,000 368,240,000 385,616,800 404,209,976 424,104,674
Total Cost 
(IDR) 3,348,226,879 2,700,183,504 2,209,426,313 2,298,818,318 2,393,051,787

After calculating total revenue and total cost, next step is creating income statement to see is it 
profit or loss.

Year
2014 2015 2016 2017 2018

Total revenue
7,825,469,50

0
7,463,894,94

3
7,536,405,28

7
7,582,248,98

7
7,570,454,83

9
Cost of 
Production 
(per m3)

(1,244,832,5
00)

(1,307,074,12
5)

(1,372,427,83
1)

(1,441,049,2
23)

(1,513,101,68
4)

Water 
retribution to 
local 
government 
(per m3)

(36,500,000) (38,325,000) (40,241,250) (42,253,313) (44,365,978)

Cost of new 
connection

    Domestic
(155,500,000

)
(3,150,000) (3,307,500) (3,472,875) (3,646,519)

    Non-
domestic

(81,000,000) 0 0 0 0 

General 
Manager 
Salary

(120,000,000
)

(128,400,000
)

(137,388,000
)

(147,005,160
)

(157,295,521)

Administrativ
e Salary

(52,000,000) (55,640,000) (59,534,800) (63,702,236) (68,161,393)

Office 
expense

(60,000,000) (64,200,000) (68,694,000) (73,502,580) (78,647,761)

Overhead (120,000,000 (120,000,000 (120,000,000 (120,000,000 (120,000,000

Table 15 Total Cost from 2014 until 2018

Table 16 Income Statement Projection from 2014 until 2018
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cost ) ) ) ) )

Depreciation
(407,832,932

)
(407,832,932

)
(407,832,932

)
(407,832,932

)
(407,832,932

)
Operating profit 
(EBIT)

5,547,804,06
8 

5,339,272,88
6 

5,326,978,97
4 

5,283,430,66
8 

5,177,403,05
1 

Interest 
expense 
(15%)

(1,070,561,4
47)

(575,561,447) 0 0 0 

Taxable income
4,477,242,62

1 
4,763,711,43

9 
5,326,978,97

4 
5,283,430,66

8 
5,177,403,05

1 

Tax (25%)
(1,119,310,65

5)
(1,190,927,8

60)
(1,331,744,74

4)
(1,320,857,6

67)
(1,294,350,7

63)

Net Income
3,357,931,96

6 
3,572,783,57

9 
3,995,234,23

1 
3,962,573,00

1 
3,883,052,28

8 
Net profit 
margin 42.91% 47.87% 53.01% 52.26% 51.29%

Based on the table, this project has profit for five years research period. 
Based on income analysis and cost analysis, here is the cash flow budget from 2013 until 2018:

Year
2013 2014 2015 2016 2017 2018

Cash Inflow

Equity
[a
]

3,500,000,00
0 

Bank Loan
[b
] 7,137,076,310 

Income From 
Operational

[c
]

3,357,931,9
66 

3,572,783,5
79 

3,995,234,2
31 

3,962,573,0
01 

3,883,052,28
8 

Add back 
Depreciation

[d
]

407,832,93
2 

407,832,93
2 

407,832,93
2 

407,832,93
2 

407,832,932 

Total Cash 
Inflow

10,637,076,3
10 

3,765,764,8
98 

3,980,616,5
11 

4,403,067,1
63 

4,370,405,9
33 

4,290,885,22
0 

Cash Outflow
Cost of 
Investment

[e
]

10,195,823,3
00 

Initial 
Working 
Capital [f]

735,098,48
7 

Loan 
Payment

[g
]

3,300,000,0
00 

3,837,076,3
10 

Total Cash 
Outflow

10,195,823,3
00 

4,035,098,
487 

3,837,076,3
10 - - -

Net Cash Flow 441,253,010 
(269,333,58

9)
143,540,20

1 
4,403,067,1

63 
4,370,405,9

33 
4,290,885,22

0 
Cumulative Net 
Cash Flow 441,253,010 

171,919,42
1 

315,459,62
2 

4,718,526,7
85 

9,088,932,7
18 

13,379,817,9
38 

Table 17 Cash Flow Budget from 2013 until 2018
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The general equation of net present value (NPV) is: 
NPV = Present value of cash inflows – Initial investment

Based on the equation, here is the calculation of NPV of the project:
Cash inflow in 2014 = IDR 3,765,764,898
Cash inflow in 2015 = IDR 3,980,616,511
Cash inflow in 2016 = IDR 4,403,067,163
Cash inflow in 2017 = IDR 4,370,405,933
Cash inflow in 2018 = IDR 4,290,885,220
Initial investment in 2013 = IDR 10,195,823,300.
r = 15%
NPV = PV cash inflow in 2014 + PV cash inflow in 2015 + PV cash inflow in 2016 +    PV cash inflow in 

2017 + PV cash inflow in 2018 – initial investment
         = 3,765,764,898 + 3,980,616,511 + 4,403,067,163 + 4,370,405,933 + 

    (1 + 0.15)1          (1 + 0.15)2          (1 + 0.15)3          (1 + 0.15)4

+ 4,290,885,220 - 10,195,823,300
       (1 + 0.15)5      

         = IDR 3274578172 + IDR 3009917967 + IDR 2895088132 + IDR 2498793777 + IDR 2133328305 –
IDR 10,195,823,300

         = IDR 3,615,883,053
Net Present Value of the project is IDR 3,615,883,053. NPV is greater than IDR 0, so the project is 
acceptable.

The general equation of internal rate of return is:

Based on the equation, the IRR of the project is 28.7344%. Cost of capital for this project is 15%. So, 
IRR is greater than the cost of capital, the project is acceptable.
Payback period is the time in which the initial cash outflow of an investment is expected to recover 
from the cash inflows generated by the investment. Below is table about initial cash outflow and 
cash inflows from 2014 until 2018:

Year Cash Flow (IDR)

2013 (10,195,823,300)
2014 3,765,764,898 
2015 3,980,616,511 
2016 4,403,067,163 
2017 4,370,405,933 
2018 4,290,885,220 

Initial investment for this project is IDR 10,195,823,300. Based on table above, cash flow in 2013 
shows the initial investment for the project. Cash flow from 2014 until 2018 shows annual cash 
inflow from year 2014 until 2018. Cumulative cash flow is the incremental cash inflow from year to 
year. So the payback period will be:
Payback period = 2 + 2,449,441,891 = 2.56 year = 2 years 6 months and 22 days

           4,403,067,163

?
?6 ?

?? ? ?6 ?? ? ?6 ?

?

?? ?

Table 18 Cash Flow for Payback Period



Susanto and Wandebori / Journal of Business and Management, Vol.2, No.2, 2013: 245-262

260

Target payback period from private sector is 5 years. Payback period for the project is 2 years 6 
months and 22 days. So, this project is acceptable because payback period is less than the target 
payback period.
Based on analysis of NPV, IRR, and payback period, this project is acceptable. So, based on this 
research, this project is feasible.

Based on the previous chapter, the conclusion for Case Analysis of Developing Water Treatment 
Project in Gili Trawangan, North Lombok are:
1. The stakeholder of this water treatment project are private company, bank, government of 

Lombok Utara, contractor of the construction, supplier of production’s equipment, supplier of 
the materials, societies of Gili Trawangan, employees, management team, board of directors 
are the organizational stakeholders, local house of representative of Lombok Utara and entire 
public of nation.

2. Type of corporation between local government and private company must be Build Operate 
Transfer (BOT) system for 30 years.

3. Steps that must be done for realizing this water treatment project are: getting letter of 
agreement from mayor of Lombok Utara (Bupati Lombok) for doing cooperating with PDAM; 
getting memorandum of understanding between private sector and PDAM; making pre-
feasibility study; doing ratification of pre-feasibility study; making feasibility study; assigning 
BOT cooperation contract for 30 years; waiting for publishment of local regulation (Peraturan 
Daerah (PERDA)); constructing the water treatment project; operating water treatment 
project; transfering the ownership to the PDAM after 30 years.

4. Kind of technology will be use to produce clean water is Ultra Filtration (UF) and Reverse 
Osmosis (RO) for doing seawater desalination process.

5. The target markets are people of Gili Trawangan, business sector, and retail market. People of 
Gili Trawangan consume water for daily needs, Puskesmas facility and mosque facility. 
Business sectors in this research are hotels and restaurants. Retail market is the target market 
for consuming of water in gallon. And the total demand of clean water in 2014 is 475.39 m3/day; 
in 2015 is 480.35 m3/day; in 2016 is 485.43 m3/day; in 2017 is 490.52 m3/day; and in 2018 is 
495.88 m3/day.

6. Fund needed from central and local government to invest in this water treatment project is IDR 
10,195,823,300.

7. Based on the calculation of cash flow, profit and loss, NPV, IRR, and payback period, the project 
is feasible to be done. Net Present Value of the project is IDR 3,615,883,053. IRR of the project is 
28.7344% above cost of capital, that is 15%. Payback period for the project is 2 years 6 months 
and 22 days. Target of payback period is 5 years.

Based on the previous chapter, the recommendation for Case Analysis of Developing Water 
Treatment Project in Gili Trawangan, North Lombok are:
1. Local government helps private company to assist land aqcuisition.
2. Local government helps private company by speeding up all licenses to build water treatment 

plan.
3. Local government and local house of representative set local regulation for water price and 

increasing price every year based on inflation.
4. Local government does socialization to people Gili Trawangan about new water treatment 

project in Gili Trawangan.
5. Implementing more financial analysis tools such as ROE and ROA to make feasibility decision.

Conclusion and Recommedation 
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