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Abstract

The growth in the property and infrastructure in Indonesia has contributed to the surge of
cement demand. This illustrates the cement industry still has the potential to generate high
profits. But, at the same time, driven by the rapid increase in the production facility, Indonesia's
cement market is getting more competitive. The average profitability margin has been in a
downward trend, as the new players are offering much lower selling price in a market that is
already oversupplied in an effort to penetrate the market. This condition creates a price war
among the players. In order to survive in difficult situations, every cement producer intended to
lowering production cost and increase productivity by considering some strategies.

This paper contains the appropriate strategies generation by analyzing the external analysis
namely PEST, Porter's Five Forces, and internal analysis by use VRIO and Value Chain Analysis
as the tools in PT. Semen Jawa as a new cement player in Indonesia. The research focuses on
advances in Capital Budgeting Techniques theory and practice and its impact on the investment
decisions at the same time focused on evaluation practices of crushing plant project investment
at PT. Semen Jawa. Before the decision for this investment is made, the feasibility study of the
project carried out carefully to obtain optimum analysis results that can provide many benefits
for the company.

The result of this research shows that the investment for the crushing plant project in PT. Semen
Jawa is feasible and profitable to implement. With the capital structure contains debt and
equity, the result from the analysis are positive project NPV and equity NPV, the project IRR
greater than the weighted average cost of capital (WACC) and the equity IRR greater than the
cost of equity (Ke), the period of return on investment less than the project period.

Keywords: Investment, Project , NPV, IRR, Cost Leadership.

1. Introduction

Cement is one of the basic materials in construction. However, it’s an essential item for
development in the construction industry. Cement demand is primarily derived from the
following segments: housing, infrastructure, commercial construction and industrial. An
increased focus on infrastructure development increases cement demand. This effect is
prominent in emerging economies.

Siam Cement Group is the largest and oldest cement and building material company in Thailand
and Southeast Asia. Since its founding, SCG has grown and expanded into a diversified group of
operations encompassing three core business units: SCG Cement-Building Materials, SCG
Chemicals, and SCG Paper. With more than 200 companies under its umbrella and
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approximately 50,000 employees, SCG creates and distributes innovative products and services
that respond to the current and future needs of consumers.

PT. Semen Jawa, the first SCG cement production plant in Indonesia, is located at Sukabumi
district, West Java province. The total production capacity is 5,000 ton per day or equal to 1.8
Million tons of cement.

The scope of business activities of the company as the following;:

¢ Conducting business in the field of cement industry;

¢ Conducting business in the field of production, mining and/or digging and/or processing
certain raw materials into main materials required in cement and/or other industries.
Processing the material into various cement and/or other industrial products and processing
various cement and/or industrial products into more useful items;

e Conducting business in the field of trading, marketing and distribution of various cement
industries as well as the products of other products using cement or other raw materials
both inside and outside the country;

2. Business Issue

Driven by the rapid increase in the production facility, Indonesia's cement market is getting
more competitive. The average profitability margin has been in downward trend in the past four
years, as the new players are offering a much lower selling price in a market that is already
oversupplied in an effort to penetrate the market. The price war in the cement market in
Indonesia drives all the cement plants to invent a smartly business strategy and trying to do
everything one way to reduce costs at all sources in order to survive the war. The rapid
completion in the cement industry is not just the price-war matter. They also need to be
concerned with their product/service quality and environment. The campaigns on
environmental improvement are intensively conducted in various quarters. Otherwise, the
customer could easily buy the product from a competitor rather than Semen Jawa product.
Meanwhile, under increasing financial performance pressures, the cement plant has to maintain
product quality without any significant cost degradation.

3. Methods

The literature review will be conducted to support theoretical and conceptual references. The
method of data collection is proceeded by compiling internal data and documents, in-depth
interview to a competence person or focus group discussion and additional online data
supported. Qualitative methods will be used in term of the business environment, while
financing references will be used by quantitative methods.

4. Conceptual Framework

In order to make the conceptual distinction and find the organizing ideas as an appropriate
solution, this document will be guided by a conceptual framework that would be developed. The
conceptual framework developed as this document views and issues to be gathered and analyzed
as can be shown as follow:
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Figure 1: Conceptual Framework
5. External and Internal Analysis

PEST and Porter's Five Forces conducted to analyze the external factors, while VRIO and VCA
conducted to analyze internal factors.

Table 1: PEST Summary Analysis

»The unpredictable of politic stability during - The GDPrate projected will grow by 5.3%
the presidential election 2019 in2019

sFree Trade Agreement drives economic « USD exchangerateprojectedslowdown
growth, enhanced efficiency, and increased | of) prices fell sharply in the past two
nnovation. months, potentially rising again to around

« 16th economic policy package which allows the US$65perbarrel
more room for foreign investment and offering . Higher Interest rate 5.25% encourage
taxholidays. consumers to save as retuns, the

«The growth of government spending, econommyslows,and inflation decreases.
especially in the infrastructure sector.

SOCIOCULTURAL TECHNOLOGICAL

»The population forecasted an increase to be e Technology improvements and
more than 270 million with a growth rate of Technological advancements are directly

1.07% peryear affecting the company's products,
« Hichrainfall rat services,  distributors, supplier,
ighr T customers, and competitive advantages

The summary of Industry analysis by Porter'sfive forces for the cement industry asfollows:

Table 2: Porters Five Forces Cement Industry Summary
OPPORTUNITY THREAT

» The threat of new entrance is low where high -« Bartﬁeainin power of su;cjgllifr is high due
barriers to entry due to needing huge to hig%l cost of switching material or
investment for capital and high fixed costin  fueland rawmaterial.
the cament indstry. « Bargaining Power of the buyver is high

» The threat of substitute product is low due to = because buyers can quickly change the
lack of substitutes, and no product exists to  brand with alow switching cost.
date that can substitute effectively for cement.. o0 -0 rivalry among competitors

because of high barriers to enfry and
high barriersto exit.
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From the above explanation, it can conclude Porter's five forces for the cement industry as

follows:
Threat of New Entrance INDUSTRY COMPETITIOR Threa';of ZUb:titute
roauc
LOW > U <€ LOW
Rivalry Among existing
Competitor
Bargaining Power of é MODERATE @ Bargaining Power of
Supplier Buyer
HIGH HIGH
Figure 2. Porters Five Forces Cement Industry
Table 3: External Analysis Summary
Political
The unpredictableof politic | Changingpolicies on the
1 stability duringthe industry and business of the
presidential election 2019 company
Free Trade Agreement drives
. | economic growth, enhanced Ease of providing company
= | efficiency, and increased facilities
innovation.
3 nglgndmgvﬂ; spgtftlalﬁ) vehr-rl]mg{lé Increasing cement demand for
e R infrastructure development
Economic
4 The GDPrate projected will Potential increasing of cement
growby 5.3%in 2019 demand dueto the increasing
- | USD exchange rate projected economic capadty of the
2 | slowdown Indonesian people
- T Potentialincreasein
6 g)ﬂ e potentially rising | 1 duction cost, wages, and
gdin. others
Higher Interest rate s5.25%
encourage consumers to save Hi?'xerinterest ratestend to
7 as returns, the economy | reducetherate of economic
slows, and inflation | growth
decreases.
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The population forecasted an Potential increasing of cement
8 |increase with a growth rate of demand dueto the Increase of
1.07%/vear. housing
. : Potential decreasing of cement
9 The highrate of rainfall At
Technology
Technology improvements and . i
Te chnologcal advancements igaenlgacll;‘)cg&fgg:g%ﬁ%?
aredirectly affecingthe im rpovin the technology
10 | company'sproduds, services, P g &
distributors, supplier,
customers, and competitive
advantages
Industrial Environment
'll‘he ﬂul?eat O{u réelw g.ntranoe is
ow where hi arriers to
entry due to needing hu _alowthr_eat of enu}'r.n_a.kesthe
11 | investment for capital and hig industry less competitive and
fixed oS ‘M e ‘cenont increases potential profit
industry.
The threat of substitute
product is low due to lack of
% substitutes, and no product Potentialincreasing cement
12 lexists to date that can demand and profit
substitute  effectively  for
cement.
Bargaining power of supplier | Potentialto getthe lower cost
13 is high due to the high cost of | is decreasingand reduce
switching material or fuel. potential profit
Bargaming Power of the
buyer is high because buyers | Potential to lose customer and
. can easily change the brand | reduce potential profit
with a low switching cost.
Moderate rivalrty among | it tendstoincrease
_ competitors because of high | competitive pressure and
15 barriers to entry and high | negativelyinfluence industry
barriersto exit. profitability
Value Chain Analysis
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Competitive advantage is also derived from the configuration of resources rather than simply
the uniqueness of those resources. Therefore, the internal resources analysis should investigate
the linkage between resources and how they form part of a system with the objective of adding
value. Value chain analysis will be used to analyze it.
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- Amount of raw material purchased from supplier impact to production cost because the price 1s higher
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Figure 3: Value chain analysis PT. Semen Jawa

VRIO Analysis

The VRIO Analysis was developed as a way of evaluating the resources of an organization
(company's micro-environment). The importance of evaluating the company's resources,
capabilities and competencies are to know the particular strength and weakness in order to
determine the strategy. The resource-based view of both tangible and intangible resources. The
generic question in the VRIO framework as follows:

¢ Valuable. A resource is valuable if it can be used. The resource that is not valuable or is
irrelevant cannot be a source of competitive advantage.
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¢ Rare. Rarity is important because if competitors possess the same resources, there is no
inherent advantage in the resource. If a valuable resource is not available to all competitors, it
is "rare" and therefore a potential source of competitive advantage.

¢ Imitable. It must be difficult or expensive for competitors to imitate or acquire the resource.
If a resource is easy to imitate it confers only a temporary competitive advantage, not a
sustainable one.

¢ Organization: a business must be capable of taking advantage of the resource. If a resource
valuable, rare and difficult to imitate, a business must be able to exploit it. Otherwise, it is of
little use. This may require reorganizing the company.

The following table performs the result of the assessment of internal resources as a summary:

Table 4: PT. Semen Jawa’s Internal Resources VRIO Summarize Result

Resource characteristics Strategic implications
” - comr—| - Competii | .. oo ase
Physical Yes No No No ve parity Normal Weakness
Susiginab 5 Strength and
> . i e S i e Above Long-term
Raw Material Yes Yes Yes Yes com\iehh A iy
advantage competence
2 = F 2 = Compehifi | .
Technological Yes No No Yes ve parity Normal Strength
Finanaal i e 3 i Competit A
Support Yes No No Yes ve parity Normal Strength
Temporar
Organizational | Yes No Yes Yes ComSIr)Eﬁﬁ b Strength
= - - = = normal =
advantage
Sustainab
Brand I Yes Yes Yes Yes | competiti| AP0 | g gth
rand Image es es es es \Pe eI en
advantage
Human - 5 [ B Competfl & % o s
Risiures Yes No No Yes ve parity Normal | Weakness
Sustainab
Innovatio Yes Yes Yes Yes comlgetiﬁ Above Strength
o = 3 = ) normal £
advantage

From the above explantion, the internal analysis summary concluded in the following table.
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Table 5: Internal Analysis Summary

VRIO

Strong financial resource The forpany et
supported by the aggressiv elymakethe
b | oetainabiity  of mother investmentin order to cost
company SCG efficiencyand production
* effedivity
Good controlin The company canmanage
2 | organizational resource the resource effedively

Strong brand image and
3 | reputation for more than
100 vearsin ASEAN

Potentialincrease in market
share and profit

ordinaryhumanresource | potenfial deaeasing of

4 and canbe imitated by productivity inthe
anyone organization

VCA
High loss time production

5 dring the  material | potential deaeasing profit
shortage
The high price of raw

6 material purchased from | Potential decreasing profit
outside sources

7 Lowmarketshare potential deaeasing profit

SWOT Analysis

The SWOT analysis is a framework used to evaluate a company's competitive position,
strengths, weaknesses, opportunities, and threats. The point of a SWOT analysis is to help the
organization to develop a strong business strategy by considering all of strengths and
weaknesses. Implicit in the SWOT analysis is the aim of achieving the optimum match of a
firm's resources with the environment in order to gain a sustainable competitive advantage. The
following summarizes the strengths, weaknesses, opportunities, and threats that are gained
from external and internal analysis as the industry key success factors:
* Strong financial resource supported by * Unpredictable of politic
sustainability of mother company SCG stability after president

* Good control in organizational resource decien
* Strong brand image and reputation for more ; A . -
s & P s Oil price potentially rising

than 100 years in ASEAN "
again.
* Higher interest rate at level
5.25%
* Free trade agreement drives * Bargaining power of supplier
economic growth is high due to high cost of
* The growth of government switching material or fuel.
spending in infrastructure * Bargaining Power of
and housing .sectors buyer is high because
* The GDP projected grow to buyers can easily
5.3% .
’ change the brand with
* The population growth 3 3
1.07% low switching cost.

* Threat of new entrance is
low where high barriers to
entry due to need huge
investment for capital and

high fixed cost in cement * High price of raw material purchased from
industry. outside sources
* High loss time production during material
shortage

* Low market share

Figure 4: SWOT factors
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6. Strategy Formulation

Strategy formulation is the process of choosing the most suitable action for the realization of
organizational goals and objectives to achieve the corporate vision as the business solution.
Formulated strategy for the business solution formula will be using EFAS and IFAS Analysis and
the TOWS matrix.

EFAS (External Factor Analysis Summary) and IFAS (Internal Factors Summary) used for
formulating the strategy. The expansion would be done by SWOT or TOWS matrix analysis.
Identification of external and Internal factors in the previous analysis and summarized as
industry and company key success factors. EFAS consists of two factors, namely opportunities
and threats, while IFAS consist both of strengths and weaknesses. Focus Group Discussion in the
management meeting determined the weight and rating for each internal and external factors
The XY axis is made with the X-axis as the Internal Factor and Y axis parameters as the External
Factor parameters. According to the result form quantification the industry key factors, the
internal score value is -0.2 while the external score value is 0.4. The strategic position is
requiring to capture opportunities and minimize weakness.

Opportunity
|

B
©

Weakness - + Strength

Threat

Figure 5: Grand strategy matrix of PT.Semen Jawa

Considering the strengths, weaknesses, opportunities, and threats from the previous
explanation, the company choose to implement a cost leadership strategy. The cost leadership
strategy is proposed by considering the competitive advantage and competitive scope that PT.
Semen Jawa has. As mentioned before that cement demand will increase potential growth
following the growth of infrastructure and housing development and also the population, where
the company is targeting a broad market. The competitive advantage that PT. Semen Jawa has a
lower price than other competitors with acceptable quality. In order to run this strategy, the
company must find a way to reduce the production cost to increase the market share and
profitability.

The SWOT analysis will be extending to the TOWS matrix where the strategy will be generated
through each factor. TOWS matrix illustrates how the external factors facing a particular
corporation can be matched with the company's strength and weaknesses to result in four sets of
possible strategic alternatives. Basically, the TOWS matrix generates four alternative strategies.
Those are S-O, W-O, S-T, and W-T. According to the above explanation, it can develop the
TOWS matrix that can be generated alternative strategy which appropriates to overall external
and internal factors as follows:
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rate and the high price of
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material production
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anotherpotential resource
to reduce the bargaining
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Figure 6: TOWS Matrix

7. Analysis of Business Solution

One of the major raw materials for cement production is limestone with at least 75% portion of
raw material. In the cement production process, especially milling and burning process of cement
raw materials in the kiln often stopped because of the availability of limestone issue. The kiln
capacity is 5,000 tons per day with the limestone requirements quantity is 2.5 million tons per
year. The low capacity of limestone production came from the crushing plant often breakdown
during the raining season. Wet materials during rainy season clog the machine performance. The
existing crusher type is impact crusher wobble screen with production capacity is 850 ton per
hour in the normal condition. The effects of this problem are the roller screen, and rotor crusher
needs to clean first before operated. It made the loss of production time. This type of crusher was
very sensitive by the moisture of material inputted. In the rainy season, the existing crusher
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machine should operate 24 hours/day in 7 days/week. This condition made 100% overtime of the
operator. The average production capacity only can reach 2 million tons per year and unable to
fulfill the required quantity of cement production.

PT. Semen Jawa has an interest in lowering production costs because of limestone shortage by
purchase new crusher machine which can have high productivity in the rainy season. There are
two alternatives machine suitable to solve this problem. One unit double roll crusher capacity
1,400 ton/hour and two units of roll sizer with the same capacity.

Technical specification was carefully considered for machine selection. Mining engineers of PT.
Semen Jawa and PT. Tambang Semen Sukabumi collaborates with a senior engineer from SCG
cement plant in Thailand and Cambodia to clarify the appropriate machine. Final clarification
was submitted by the engineer to the committee. According to the suggestion from senior
engineers, semi-mobile crushing plant with double roll crusher has been selected for this project
because this type of machine can be operated with the maximum moisture more than 20%.

The new roller crusher machine will increase limestone production capacity and can achieve the
production requirement to supply limestone for cement production. The new crushing plant will
be maximumly operated in the rainy season. Rainy season is estimated to be eight months in a
year. With six days working for one shift operation, the new crushing plant can reduce 30%
overtime of labors.

This project investment will add new semi-mobile crushing pant with double roll crusher to
support existing crushing plant which unable to operate during the rainy season. The existing
crusher will be operated and run for four months a year in dry season only (33% operation), and
the new crusher will be operated and run for eight months a year in the rainy season just (67%
operation). Both machines will only operate one shift a day (8 hours) with six working days. This
operating model is expected to reduce overtime and stable production capacity to supply enough
limestone for the cement production process.

The project cost is estimated at 116,043 Million IDR. From the total use of funds, 38% of the
equity portion will be raised by PT. Semen Jawa as equity finance amounting 44,304 Million
IDR. Additionally, 62% of the funds required (771,738 Million IDR) will be raised through project
debt financing.

8. Financial Model

The critical assumptions used in this project includes the project period as 10 years, the financial
assumption, the capital structure, the loan amortization schedule and etc. The interest rate
assumed in this crushing plant project is 12.85%. Debt payment using a straight line loan.

The corporate rate assumed for this project is 25%. The cost escalation or cost multiplier is
computed based on the inflation rate % and the consumer price index (CPI). 5-year historical
average date of the inflation rate and CPI were provided to have a reference in assuming the
appropriate escalation rate.

For the foreign exchange rate, a 5-year historical average data were provided for reference of
assumptions.

The total investment cost of the project is approximately IDR 116 Billion, which includes pre-
development costs, construction costs and other fees such as financing fees. Construction costs
assume to have contingency cost in-case of cost overruns during the construction phase of the
project.
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As mentioned in the financial assumptions, the project will use a debt-equity ratio of 62%/38%
where the debt portion is IDR 71.738 Billion (62%), and equity portion is IDR 44 billion (38%).
Financing fees such as interest during construction and commitment fees are capitalized in the
debt portion of the funding.

The operating assumptions for the new crushing plant are assumed to run at 8 hours per day in
112 days per year for the dry season and 224 days per year for the rainy season. This already
includes allotted days for the maintenance schedule of the crushing plant.

9. Investment Performance

The cash flow projections for the entire concession period is shown in the table below:

YEAR 2009 2030 o 2022 2023 2024 2028 026 2027 2008 o
FRom 0119 Ol-lan-20 Ok-lan 21 01-Jan-22 01-Jam-23 01-lan-24 O1-Jan-2% al-fan-26 O1-lan-27 01-Jae-28 01-Jan-29
10 31.Dec-19 31.Dec 20 31.Dec 2l 31-Der-22 3L Dec 3 31 Dec- 4 35.0ec- 26 31.0e0 26 31.Dec 27 31-Dec28 31 Dec 29
Cash Flow from Oseratine Acivilin
EBITON 1% 000 BO6TE N7 NsNIN MATAN0  IRSO061  AZTELITO  ARSITANY  SLEIZOTN  MIATM 86250478
Changes o Working Capital 10K D02
) nk 108 900y
Incremse |Decrease) in Accounts Payable  1DA 000
Proceedy from VAT recovery 10K D02y v . . . . . . .
Current locome Tan (Expense) Credin 108 000y (2351,442] (3946125) (4845545) (5,690125) (6839721 {B03595%) (9132279] (10462410) (12082598 (14065385)
Other Cashy/Non-cavh Adpatments 108 900 - . . - . - IR112.2%8
Cash Flow from Opeaating Actmties 10K B0 215,338229  W2ATSH0T 29134174 25,824235 J1G0G340 34096211 373NV ALISSET 46236129 68295781
Uses of Func During Comtraction DA D00 (116,043,056)
Cash Flow from Iovesting Actmties IDED03s  (116.,043.056)
Cash Flow feom Finangng Activities
Eseary (nfusion 108 000 44,304,473
Dt Drawdown 10RB00 71730585
Dede Principal Papment D% D00 (18,347,717] (14347,717) (34347.717)  |1A347,717] 124,347.717)
Dett Interest Payment 108 500 (B296567) (6452.886) (4600204} (2,765522) 921 841}
Cash Flow from Financing Activities IDRDOSY  JIA0M0056 (22644284 (J0800,607) (IR956921)  (17035204) [(15260.557) . - . - -
Net Cash Flow DK 00y 2634945 JATI004 30177255 12730955 16339783 34096211 37385173 ALMISSET  66.236129 €8.299.781
Net Cash #low During the Year 10K 000y 2654945 TAMOOE 0107255 1278099 16339783 34096211  IT3ESATI ALIVSSET 46236129 €8299)81
Canh, laginning Salance 10% D00 . 24045 301715940 451205 0062200  AUADLIRE  BAAMLIM  J20MELNET LRSI 200.405.00)
Cash Balance before Distrisution: 0% 00 1054545 10,173,549 20351208 33062200 45801581 83458194 1NBIIIGT  I6LISE934  NEAG5.06) 2767348544
Cash Distridution to Shareholders DK 900
Metuen of Cagital to Sharehalden DK 000
Cash, Ending llatarce 1D DOo 1654545 10,7348 20351208 33062200 ASA0LSE1 A4S 120881067 J6LISESM  20MA95.053  276,7%4 844
Dividends Payrment to Sharehelders 3527163 5519193 7268318 535 188 349582 12053938 19 15693616 18123897 21099578
NET CASHFLOW AFTER (832218 1359612 20980 4175807  SOB0201 22042274 JR68ATSA 25681051 24112233 47,20001
The P / L projections for the whole concession period is shown below:
YEAR 019 2020 00 2022 023 2024 2025 2026 w7 28 209
RO 010419 Ol Jan- 20 01-dan-21 01 lan-22 O3-Jan-23 O1-2an-24 01-lan-23 03-den 20 O3-dan-27 Ql-lan 28 01-lan29
10 31 0ec iy 31Dec20 310ecdl 3I10ec22 31Dec2) 310ecdM  310DecdS5 31.0ec26  31.Dec2Y 31 Dec. 28 31.Dec 29
INCRTMENTAL INCOME STATTMINT
Incremantal Gt Savieng
Incremental Saving SIW 0R "000s 23365655 27541957 2850704% 29996654 31522688 356363562 3ISA6BA5] 44147505 SO014429 57,238,735
Incremantal Sseng: 755 R 000 AN25015 AGELTI 5072877 SS17006 5986373 S4WSA407 7,045,003 7450470 4,304,298 9.015.143
Yotal incremantal Coumt Savirg Ok 000 27690671 2225735 31979721 1SS14360 JES00061  42,112.100 46517452  S1EI797F S8 MA6  S6253408
Incremental Expenes
Corporatn Salscies & Wages Ok 000
Mart Salacies & Wages R 000
Preventive Maimesance Costs DR 000
Owertaid Eapenam OR 000
Irsurance Expense 0K 0004
Maragement Fee DR 0005
Leane of Land OR 000
Gross Recelpis Tan O Ieterest Ok 000s
Local Permits and Foes OR 000s
Total ncremertal Operatiog Lxpemaas O 000 - . . - - - . . - ol
ERTDA DR 000 790671 32205735 33979721 35514360 385050681 42,132,170 46517452 S1EI?SVE 54318726 6253578
Incrementsl Oepreciation 108 000 (9.568.336) (9.968.336] (95883341 (9.585.334) (3.9858.316) (5.988.106) [9.586336) (5.9883%6) (9.908.336) (5.988.336)
s O 000 7,002,385 22230300 2191386 25526024 28520725 X 143538 36520116 41 BA06A2 43500391 56265542
Incremernal lmerest Espense DR 0005 (B296567) (6452886 (4609.204) (2.765522) (921841}
T 08 V00 SA05768 15 TBMASIE 1982080 22060500 27550885  XLI4LEM 36325116 ALBASSAT 48330091 %6 285,542
| Corporate income Tax o DR (2351,842) (3.945108) [4,845,545) {5600125) (6R99721) (5,015556) (0,132279) (I0462410) (12.083398) (14,066,335
INCREMENTAL NET PROFIT/LOSS AFTER TAX DR 0005 7054326 11833385 14536836 17070376 20695.163 24107876 27396837 31387231 3647793 £2.199.156
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The detailed balance sheet projections are shown in the table below:

YEAR 018 00 00 2 202 2004 008 026 2027 2008 2029
FROM 01039 O-Jan-20 at-lan- 1 03-dan-22 01-Jan-20 Q1-lan-24 Ol-pan-2% Ol-jan-26 l-lan- 27 Ol-lan-28 01-lan- 20
T0 31-Dec-13 31-Dec- 2D 31-Dec-21 31-Dec-22 31-Dec-23 31, Dec- 24 31-Dec- 2% 31-Dec-26 31 Dec-27 33-Dec-28 31-Oec-29
Assets
Lutest Assels
G 1DA TO0 200405 10,175,549 JOR83. 008 1062 200 45,401,900 LA 120MN0 06T 162 2NAU4  J08 495060 I TU4 Bes
Accounts Recenables 100 V00
Cuher Currest Assets 100 DO 16112289 16,112 285 16112285 16,112,285 16112289 16,112.28% 16112289 16,112 289 15,112 289 16,112 2383
Yot Current Adsets DR DOy 16112289 14,807,238 26286 238 36463493 40174489 a5 29630483 1365656 178371223 204 607352 206094 Bas
froparty, Meot & Lastemunt
Land 100 DOO:
Oul Waorss JOR DO 214283 465 24,283 465 18283 485 24283465 18283 465 24,283 455 24,233 465 24,283 855 24,783 465 24,283 855 24,283, 665
Mecharveal Werks DR 0N 15171818 15,171,618 15171818 15,471,818 BA71418 15171 518 15171818 15,171 818 15,171,838 15,171 818 15,171,818
Machne & Couipment 1D/ DO SO AR LIS WA GO AIR0Ye wAamosM WAMOT WAz GOAR 008 wanos W0 W A28 004
Total PPRE Costs 100 DO FEEELIST 95,881,357 S9.BR3 ST FSARLNY S9.883,3%7 988057 99,883,357 99,583,357 sS.mLnT 95,883,057 930837
Acoumdated Depreci ation 10R VOO0 (3.563,336) (19976671) (29965007} (39953343| (&952067% (59.930014) (G391835(N (79,906,636) |83.895022) (99.883,357)
Totsd Net PPRE 1DA DO 99,883 357 89,895,022 79,906 686 918,35 59,930,014 43.941,67% 35,953 343 29,965,007 19976671 4,968 336 .
Othar Lorg-term Asseta
Other Assety 10M D00 aA0 aAan Az 830 Qo240 47410 a4 4740 AT40 4r4a%0 AT AW ar4an
Total Onher Long-term Assets 1OA TO0s ATALD aan ATA10 410 .40 a0 47410 47,430 47,410 47,430 47,400
Totad Assets IDRT00N 11604056 08749665 106240338 106429053 189151913 115504360 139611236 167008073 198395304 234643097 16841358
Labilithes and Shareholder's Equiry
Accounts Payabie 100 D00
Shont Term Portion of Lorg Term Loan DR DO LRV b 14,387,787 PO LA b 143000 14301
Total Currert LUatiltion 108 V0 ELRT N b 14,387,017 a4 14.340,01) 834000
Leng:tarm Dt
Loans, Lorg Term Portian 100 D00 57350867 a0515% 18,655,433 1a3a
Total Long sere Dot 10R D00y 57,3%0.867 43,043,150 28695433 18347717
Totad Listelities DA TOM nrases S7.0%0.887 Ay 04150 495 401 LTI ALY
Sharehoiser's Fqury
Capita) Cortributions 100 VOO0 440047 304473 4438 an 4308473 44308473 MM AT 4304473 AW 473 M,304 473 44,304,473 4,304 473
Acoemudated Retained Eavnings 10R D00y 1054326 18832711 3345347 50.4%5 24 71,198,837 95306763 122703600 154090832 190338625 232537741
Accernd sted Ovddand Ot Butiom 1DR DO .
A dated AJX After Dy DN DOy - J5A 20 mmg L BANWN S0.499.224 71,0498 2 S5306.783 122700600 154000 K12 190 83K 6% 2N A1 W
Total Sharsholder's Eguity 100 D00 44300473 SLISATIR  6LIST.1M TR0 SAAOLING 115500360 136IL236 167008073 198395304 234643097 37682354
Totad Liatilities and Shareholder's £ 10N 000« 13 665 34 3 115, 36 167, 097 X 254
"
10. Investment Decision

The investment decision will be based on the required return criteria that have been stated on
investment policy. The investment should profitable and gain a return since the decision has
been made with the selected criteria. The project investment analysis result as follows:

PROJECT INVESTMENT RESULT

Project NPV (WACC = 14.5%)

IDR 'ooos

48,180,353

Project Intemal Rate of Retum

%

24%

Payback Period of Project

Years

4.1

While the equity investment analysis result:

EQUITY INVESTMENT RESULT

Equity NPV (using Cost of Equity Ke
=20.86%)

IDR 'ooo0s

24,584,676

Equity Intemal Rate of Retum % 31.5%
Payback Period of Shareholder's Capital Years 4.69
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Conclusion

The lacking supply of raw material impacted the company's financial performance. The low
efficiency and productivity for limestone crusher was the major issue in the production process.
The impact of these problems was the loss time production of cement and high operational cost
because of high overtime cost, purchase clinker and bulk cement from competitors, high power
consumption and others.

To solve this problem, the company intends to purchase the new crushing plant to increase
limestone production. According to the result of data analysis in the previous chapter, the
conclusion is the crushing plant investment project is the potential project to solve the company's
problem. The investment performance shows the positive NPV and high rate return. The total
investment is around 116 Billion IDR with the capital structure 62% for debt portion and 38% for
the equity portion, the project 24% with the payback period four years one month, while the
investment performance to the equity shows a higher rate return with IRR 31.5%, with a payback
period four years six months.
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