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TECHNICAL ASSISTANCE 
FOR 

WATER EFFICIENCY TEAM 
(WET- 2) 

INTERIM REPORT 
EXECUTIVE S-Y 

The Water Efficiency Team (WET) Technical Assistance Project was established in response 
to the Economic and Monetary Crisis' effects on local water enterprises (PDAW. The 
project is financed by USAID, in cooperation with the Indonesian Ministry of Home Affairs, 
Association of Water Enterprises Executives (Perpamsi). 

In this Second Interim Report WET d detail the results of its field visits since the issuance 
of the first Interim Report issued in June 1999. 

During the second phase of the WET - 2 program the WET team along with PERPAMSI 
initially selected 40 PDAM to review. However, two PDAM located in aceh Province, 
Sumatra had to be eliminated due to security concerns. Subsequently 38 PDAM were 
exarninated. These are listed in Table 1. 

Each of the 38 PDAM selected was carefully examined by WET. The examination consisted 
of careful scrutiny of the PDAV's ability to continue to provide service to its community. 
Further WET examined the quality of services currently being provided. From this review 
WET indicated its results and offered suggestions for improving overall performance. 

Results 

The results of these investigations indicate that the majority of the 38 PDAM assessed share 
a number of common financial, managerial and technical issues that may be summarized as 
follows: 

low tariffs, 
high production costs, 
negative cash flow, 
significant investment in supply assets, 
insufficient number bf customers, 
high idle or excess capacity, - 
inadequate investment in distribution assets, 
low maintenance expenditures, 
high non-revenue-water, and 
high staff/connection ratios. 
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These results clearly indicate a more fundamental problem at most PDAM. Whde the 
financial condition and performance of each PDAM varied from critical to borderline, all 35 
PDAM are in poor financial condition, and their ability to deliver an essential public service 
diminishes daily. Many communities are not well served by their water utility because their 
PDAM is unable to continue financing on-going operations or rather PEMDA is unable to 
subsidize the operation. 

This state of affairs the result of, to a greater or lesser degree, all the maladies that are 
decribed above. These problems, paGicularly hgh idle capacity, NRW, maintenance, and the 
low tariff regime, all contribute to the poor service and financial distress observed in all 38 - 
PDAM. 

As result the level of service - the availability of potable piped water 24 hours per day - has 
been severely reduced or simply shut-off. In addition, the quality of treated water produced 
may pose a public health hazard. 

PDAM production equipment is in such poor conditions that the ability of PDAM to 
improve and expand services, and raise water quality standards is impossible without 
repairing or replacing ths  equipment. Presently, many PDAM can not afford to pay PLN for 
their electricity let alone repair or replace production assets or reactive household 
connections. 

More significantly, senior managers are either not aware of the magnitude of their problems 
or unable to effect changes to correct them. One of the most significant needs that WET 
has identified is improving the skills and quality of staff at PDAM to identify problems and 
effect solutions. 

Second, WET is aware of the low pay scales at most PDAM. There appears to be no 
incentive for PDAM managers and employees to initiate changes to improve PDAM 
performance. In order for PDAM staff and managers to be responsive to improving 
performance, increasing coverage and servicing the community, incentive structures must be 
reformed to reward good performance and penaltize substandard performance. Without 
emphasis on incentives and pay scales that encourage professionalism improvements in 
performance will be difficult to say the least. In addition to pay scales, greater employee 
motivation and job satisfaction will improve performance and garner respect for PDAM 
staff. Clearly, all PDAM must offer better training for their staff as well as rationake how 
to improve staff motivation. 

Recommendations 

To address these problems, WET believes that increased proffesionalism at all PDAM is 
absolutely required. Furthermore, most PDAM need to obtain funding to increase coverage 
in their communities. Initially the World Bank had intended to provide fundmg through the 
PDAM Rescue and Recovery Program but that program has been indefinitely postponed. 

WET recommends a program aimed at targeting a number of PDAM assisted in the WET 
program for 'Intensive Care". The intensive Care program would offer training, both 
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formal classroom and on-the-job, to improve the skills of PDAM managers and employees. 
Second the WET team would work together with PDAM to develop a business plan, that is 
targeted not at defining policies but at guiding management in its mission and strategy. The 
overall plan will be used to  obtain external funding outside of traditional donor sources. If 
the problem were successful in assisting a lirmted number of hand-picked PDAM a more 
extensive program under the control of PERPAMSI would be envisioned. 
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BANTUAN TEKNIK 
TIM EFISIENSI AIR 

(WET- 2) 

LAPORAN INTERIM 
RINGKASAN EKSEKUTIF 

Proyek bantuan teknik Tim Efisiensi Air (WET) terbentuk dalarn rangka menanggulangi 
dampak Krisis Moneter dan Keuangan terhadap Perusahaan Daerah Air Minum (PDAM). 
Proyek didanai oleh USAID, bekerja sama dengan Departemen Dalam Negeri, dan 
Persatuan Perusahaan Air Minum Seluruh Indonesia (PERPAMSI). 

Pada Laporan Interim kedua ini akan diuraikan temuan-temuan hasil kunjungan lapangan 
setelah dihasilkan temuan-temuan pada Laporan Interim pertama yang diterbitkan pada 
Bulan Juni 1999. 

Pada program WET - 2 ini, tim WET bersama PERPAMSI telah memilih 40 PDAM u n d  
dievaluasi. Akan tetapi, dua PDAM yang berlokasi di Provinsi Aceh, Sumatra, tidak dapat 
dikunjungi karena masalah keamanan. Dengan dernikian, jurnlah PDAM yang dikaji menjadi 
38, seperti dirinci pada Tabel 1. 

Ke-38 PDAM dipilih oleh WET untuk dikaji secara hati-hati. Pengkajian meliputi penelitian 
kemampuan PDAM agar tetap dapat melayani masyarakat. Kemudian, WET mengkaji 
kualitas pelayanan yang saat ini sedang diupayakan. Dari kajian ini, WET m e n g u d a n  hasil 
temuan yang diperoleh dan memberikan saran-saran untuk memperbaiki kinerja secara 
keseluruhan. 

Temuan-Temuan 

Temuan-temuan dari penelitian ini menunjukkan bahwa mayoritas dari 38 PDAM yang 
dievaluasi menghadapi sejurnlah permasalahan dalam bidang keuangan, manajemen dan 
teknik, dirnana hal ini dirinci sebagai berikut: 

tarif yang berlaku rendah, 
biaya produksi tinggi, 
arus kas negatif, 
investasi yang besar pada semua penyediaan air bersih, 
jurnlah pelanggan yang tidak memadai, 
besarnya jumlah kapasitas tidak terpakai atau kapasitas berlebhan, 
kurangnya investasi pada jaringan diaribusi, 
h a n g  memadainya biaya pemeliharaan, 
tingkat kehilangan air tinggi, dan 
rasio staf per sambungan tinggi. 
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Temuan-temuan ini jelas menunjukkan bahwa kebanyakan PDAM menghadapi masalah yang 
leblh fundamental. Walau~un kondisi keuangan dan kinerja setiap PDAM berbeda, akan 
tetapi ke-38 PDAM tersebut mengalami kondisi keuangan yang sangat sulit, dan menurunnya 
kemampuan PDAM dalam memberikan pelayanan umurn kepada masyarakat. Banyak 
masyarakat yang tidak dapat ddayani dengan baik oleh PDAM karena tidak mampu lagi 
membiayai kegiatan operasional sehari-hari atau bahkan PEMDA tidak dapat memberikan 
subsidi untuk membiayai kegiatan PDAM. 

Uraian-uraian diatas telah menggambarkan sebagian besar permasalahan yang dihadapi. 
Masalah ini terutama adalah tingginya jumlah kapasitas tidak terpakai, tingkat kehdangan air, 
pemeliharaan dan tarif yang rendah, sehngga kualitas pelayanan menurun dan masalah 
keuangan dihadapi oleh ke-38 PDAM memburuk. 

Sehingga tingkat pelayanan - ketersediaan air bersih selarna 24 jam per hari - menjadi 
menurun atau bahkan terhenti. Selain itu, kualitas air olahan yang dihasilkan dapat 
memberikan risiko kesehatan terhadap msyarakat. 

Peralatan produksi PDAM me& kondisi yang buruk, sehmgga kemampuan PDAM untuk 
memperbaiki dan mengembangkan palayanan, serta peningkatan kualitas air menjadi tidak 
mungkm dicapai tanpa memperbadu atau mengganti peralatan tersebut. Saat ini, banyak 
PDAM tidak mampu membayar biaya listnk kepada PLN, apalagi memperbaiki atau 
mengganti aset-aset produksi atau mengaktifian kembali sambungan rurnah. 

Tak kalah penting lagi, manajer senior kurang menyadari masalah besar yang dihadapinya 
atau tidak dapat membuat perubahan untuk memperbaikinya. Salah satu langkah yang dapat 
dilakukan menurut WET adalah memperbadu ketrampilan dan kualitas staf PDAM untuk 
mengidentifikasi permasalahan dan mencari jalan keluar untuk mengatasi masalah tersebut. 

Selain itu, WET menyadari rendahnya tingkat pendapatan yang diperoleh bagi kebanyakan 
staf PDAM. Tidak terdapatnya insentif yang memadai bagi manajer dan karyawan PDAM 
berakibat tidak adanya inisiatif untuk memperbaiki kinerja PDAM. Guna menjadikan staf 
dan manajer PDAM lebih responsif m e m p e r b d  kinerja, meningkatkan cakupan dan 
pelayanan kepada masyarakat, struktur insentif hams dibuat memberikan penghargaan 
kepada karyawan yang mend& kine rja baik dan memberikan sanksi bagi karyawan yang 
memiliki kinerja di bawah standar. Tanpa upaya-upaya perbaikan insentif dan tingkat 
pendapatan maka perbakan profesionaltsme kmerja yang dharapkan akan sulit dicapai. 
Sehubungan tingkat pendapatan, motivasi karyawan yang sangat baik dan kepuasan dalam 
pekerjaan akan memperbah kinerja dan membenkan kebanggaan bagi staf PDAM. Jelas 
kiranya bahwa semua PDAM harus menawarkan pelatlhan yang lebih baik untuk para staf- 
nya, begitu pula mengupayakan bagairnana memperbaki motivasi staf. 

Untuk mengatasi permasalahan yang dihadapi, WET y h  bahwa peningkatan 
profesionaLsme di semua PDAM sangat diperlukan. Kemudian, kebanyakan PDAM sangat 
memerlukan dana untuk meningkatkan cakupan pelayanan kepada masyarakat. Bank Dunia 
semula bermaksud menyediakan dana melalui Program Penyehatan dan Penyelamatan 
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PDAM (the PDAV Rescue and Recovery Program), namun program ini ditunda untuk 
jangka w h  yang tidak terbatas. 

WET menyarankan suatu program dengan mentargetkan sejurnlah PDAiM yang akan dibantu 
oleh program WET yaitu 'Perlakuan Intensif' (Intensive Care). Program 'Intensive Care' 
akan menawarkan pelatihan, baik pelatihan dalam ruang kelas formal maupun pelatihan 
lapangan, dntuk memperbaiki ketrampilan manajer dan kaxyawan PDAM. Kemudian, Tim 
WET akan berkerja sama dengan PDAM dalam menyusun rencana usaha, dimana tidak saja 
ditargetkan untuk menetapkan kebijakan, tetapi juga memberikan bimbin, pan manajemen 
dalam rnisi dan strategi. Rencana secara keseluruhan akan digunakan untuk memperoleh 
pendanaan eksternal selain sumber bantuan tradisional. Jika berhasil dalam membantu 
sejumlah PDAM terphh, maka banyak program yang lebih ekstensif dibawah pengawasan 
PERPAMSI yang akan dapat dilakukan. 
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TECHNICAL ASSISTANCE 
FOR 

WATER EFFICIENCY TEAM 
(WET- 2) 

INTERIM REPORT 

1.0 INTRODUCTION 

1.1 Background and Objectives 

The Water Efficiency Team (WET) Technical Assistance Project was established in response 
to the Economic and Monetary Crisis' effects on local water enterprises (PDAMj. The 
project is financed by USAID, in cooperation with the Indonesian Min~stry of Home Affairs, 
Directorate General of Public Administration and Re$onal Autonomy (FUOD) and the 
Association of Water Enterprise Executives (Perpamsi). 

As Indonesia's economy spiraled out of control, many of the country's institutions were 
unable to cope with the heavy burden of escalating costs, and increasing interest rates. Those 
most severely effected during this crisis have been Government agencies that provide 
essential services to the urban poor. 

As a result of the crisis, the urban poor have been confronted with job losses and shrinking 
personal incomes. Ths  situation has created serious potential health problems and placed 
their families in grave danger. One of those dangers is access to clean drinking water, as 
P D M  have been severely impacted by the effects of the Monetary and Economic Crisis. 

These PDAM have found it increasingly difficult to provide reliable services to their 
respective communities. In many cases, PDAM have curtailed or simply shut down their 
services because they have been unable to fund continuing operations. In addition, PDAM 
with outstanding Central Government debt have been unable to pay debt service. In some 
cases, these PDAM have been forced to sell assets, lay-off staff, reduce chemical dosing, 
reduce hours of operation, and generally reduce all expenses because of static revenues from 
fixed tariff regimes. The effect of these service reductions on public health and well being 
can and have been devastating. 

The WET Technical Assistance Project was designed as a "Rescue Program" for PDAM, 
and its mandate is to respond eo this need in order that PDAM can maintain a minimum 
acceptable service level during the crisis. The program aLns to id en ti^ cost savings, improve 
cash flow, productivity improvements, efficiency g$ns and over& better management 
through broad based reforms at targeted PDAM. The benefits that accrue from this 
program have the most immediate effect on urban poor and in particular woman and 
chddren. 



1.2 Methodology & Selection Criteria 

The methodology and selection criteria employed in WET-2 to assist financially troubled 
PDAM have been the same as that which had been previously established for WET-1. These 
criteria were previously described in the June 1999 Inception Report and the first Interim 
Report. Briefly, the methodology employed and the selection criteria focused on providing 
advisory services to each PDAM in conjunction with identifying short-tem and medium- 
term remedial actions to return these PDAM to financial health. 

The WET Team was divided into three field teams. Each field team consisted of three 
members; that included a team leader, a senior engineer and a senior financial expert. 

Each field team u thed  standard documents that acted as guidelines for work execution. 
These had initially been prepared under WET-1, and included the Water Efficiency 
Questionnaire and the Administrative and Technical Audit Program. 

1.3 PDAM Selected 

The selection of PDAM to be examined was prepared in consultation with both PUOD and 
Perparnsi, keeping in mind the selection criteria discussed in our Inception Report. 

Initially 40 PDAM were selected for WET-2, however two PDAM located in Aceh Province, 
Sumatra had to be eliminated due to security concerns. Subsequently 38 PDAM were 
examined. These are listed in Table 1. Table 1 also includes the provinces the PDAM are 
located in, and the dates of all field visits. 

As PUOD and Perpamsi guided the choice of these PDAM, the most important criteria 
aside from suspected negative cash flows was the communities access to alternative water 
sources. 

With multiple water supply alternatives, a PDAM may not be in a position to raise tariffs to 
satisfactory levels to return itself to profitability. If tariffs are raised, customers will likely use 
easily available and cheaper alternative supplies. In this circumstance, it is difficult to justify 
the continuing need for the PDAM's water supplies. 

An example is PDAM Kabupaten Limboto, North Sulawesi. More than 50°/o of the popula- 
tion in the PDAM's service area have year-round access to good quality ground water 
supplies. Competing water sources coupled with the community's ability to pay for the 
PDAM's services threaten the viability of the PDAM. PDAM M w a  Enirn, South Sumatra is 
another example. More than half the Town's population use the Lenatang Ibver. 

In some cases, it was also recognized that two or more PDAM might benefit from 
economies of scale through conglomeration or consolidation. Whde WET observed 
instances where mergers of PDAM or their activities might be economically or operationally 
viable, specific suggestions regarding mergers and consolidations were beyond WET'S Scope 
of Work and hence, only brief comments in this regard were included in the Field Reports. 
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Examples included Kotamadya Gorontolo and Kabupaten Limboto in North Sulawesi, and 
Kotamadya Kendari and Kabupaten Kendari in Southeast Sulawesi, and Asahan and 
Tanjung Balai in North Sumatra. 

For each of the 38 PDAM selected, a preliminary field visit was made, and a Field Trip 
Report was subsequently prepared for each of these PDAM. The Field Trip Report included 
a discussion on the financial condition of the subject PDAM, its need for continuing 
technical assistance, and recommendations tailored to the specific needs of that PDAM. 

2.0 INTERIM RESULTS 

2.1 Field Visits 

During WET-2, the three WET teams undertook a total of 50 field visits during the period 
June through December 1999. These included 38 visits to perform an efficiency review of 
the financial condition and technical operations of the subject PDAM, and 12 follow-up 
visits to review financial and technical recommendations. Field statistics compiled for each 
PDAM are listed in A p p e n h  I. 

The purpose of each field visit was two-fold. First, the WET Team needed to confirm the 
current financial condition of the subject PDAM. In particular, the WET Team needed to 
confirm that without substantial immediate cost savings and/or revenue increases the 
subject PDAM faced imminent insolvency and financial collapse. Second, the WET Team 
would advise the subject PDAM, on what measures could be taken to avoid the immediate 
concern of insolvency, and medium and long-term measures to ensure its continued survival. 

In addition to the 50 field visits, WET has scheduled 14 follow-up visits for late January 
through mid-February 2000 as indicated in Table 1. This provides a total of 64 field visits for 
the 38 PDAM. 

Table 1. PDAM Visited 
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South Kalimantan Oct 12-13,1999 
dya Gorontolo North Sulawesi 

North Sulawesi 
Central Kalimantan Oct 

2.2 Results & Common Issues 

The results of these investigations indicate that the majority of the 38 PDhIIII assessed share a 
number of common financial, managerial and t e c h c d  issues that may be summarized as 
follows: 

low tariffs, 
hgh production costs, 
negative cash flows, 
negative operating ratios, 
significant investment in supply assets, 
insufficient customer bases, 
hgh idle or excess capacity, 
low maintenance euoenditures 
high non-revenue-water, and 
high staff/connection ratios, all contributing to their poor performance. 
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2.2.1 Tariffs - 
Findings 

All PDAM in Indonesia have fixed tariff schedules that are established by the PDAM in 
consultation with their respective local governmenti. Typically, a tariff schedule consists of a 
series of customer classifications, which includes a number of specific types of customer 
categories as illustrated in Table 2. 

The example shown in Table 2 is the newly revised tariff schedule of PDAM Musi Banyu- 
asin, Sumatra whch become effective on March 1, 2000. This particular PDAM had not 
increased its tariffs since 1992. 

Table 2. Tariff Schedule of PDAM Banyuasin. 

Category of Water Consumption 

Each customer category is sub-divided by the specific nature or use of that classification and 
coverned by a set of established regulations. For example, the General Social category ? 
~ncludes fire hydrants and places of worship such as Mosques. The Non Commercial Type A 
category includes medium - large income households, government offices, schools, 
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including colleges and universities, and clinics and hospitals, while the Non-Commercial 
Type B category includes only low-medium income households. 

Smilarly, the Commercial category is sub-divided and includes Small Commercial entities 
such as warungs and bengkels, and private clinics, wlde the Large Commercial category is 
reserved for Hotels, Offices, and Shopping Malls. A copy of the complete tariff schedule for 
PDAM Banyuasin is proirided in Appen&~ 11. 

WET'S review of each PDAM's tariff schedule was done to ensure that all potential 
customers and "uses" within a particular community were included by the PDAM for billing 
purposes. 

This review was also useful in checking meter coverage, demand forecasts, and also as an 
indicator of the diversity of the local economy. A small number of customer categories 
generally reflects a predominately residential population, whde large categories of customers 
typically indicates a diverse customer base, and identifies the larger water users such as textile 
and manufacturing operations. 

All of the 38 PDAM reviewed have customer bases that are predominately residential in 
nature, with very few large industrial users. A more detailed discussion on service coverage 
is provided in Section 2.2.5. 

In addition to the tariff classification, the WET teams also focused on the average tariff of 
each PDAM. The average tariff is a good measure of the financial disciphe of a utility and 
its autonomy to cover operating costs with revenues from tariffs. 

The average tariffs for the 38 PDAM reviewed ranged from a low of Rp 332/m3 a high of 
Rp 1,56 1/m3. The mean or average tariff for all 38 PDAM was Rp 682/m3. 

A comparison of the average tariff and the production cost per cubic meter of water sold for 
each of the 38 PDAM indicates that 66% of the PDAM had average tariffs lower than the 
cost of production, before depreciation and interest charges were added. 

Twenty-five PDAM had an average tariff that was less than their respective production cost, 
before depreciation and interest, and 13 PDAM had an average tariff that was greater than 
their production costs, before depreciation and interest. 

The average tariff for all 38 PDAM covered approximately 96% of production costs, before 
depreciation and interest charges were taken into consideration. The result was a number of 
PDAM showed positive cash flows sufficient to finance their daily operations. However, 
when depreciation and interest charges were added, the resulting average tariff covered less 
than 58% of their average costs. The resulting deficits are subsidized by 
PEMDA, at a significant cost to the general public. Table 3 shows the comparison of the 
average tariff for the 38 PDAM and the average production costs before and after interest 
and depreciation charges were calculated. 

WET observed that in almost every instance, PDAM ipored depreciation costs because it 
did not require an immediate outlay of cash. Depreciation is a reserve for capital costs that 
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have been incurred and will be incurred in the future to replace existing assets in operations. 
To neglect the need to provide for full cost recovery, including depreciation is a serious 
error. Because depreciation is based on historical cost, the problem is exacerbated as returns 
on investment must exceed inflation. 

Table 3. Comparison of the Average Tariff and Production 
Costs for 38 PDAM. 

As expected, the low average tariff is indicative of the seriously restricted autonomy of 
PDAM to cover their operating costs with revenues from tariffs. This situation has resulted 
in numerous examples of reduced expenditures for mainrenance, and reduced chemical 
usage that has impacted water quality standards to such an extent that, in many cases poses a 
significant public health hazard. 

PDAM Tanjung Uban's maintenance program for example, was reduced to such an extent 
that an impoundment reservoir's storage capacity was reduced 50%. This situation resulted 
from a build-up of silt deposits in the reservoir and erosion of its embankments that severely 
limit the PDAM's ability to provide water to its customers, particularly during the dry 
season. PDAM Sawah Lunto has been unable to replace two raw water intake pumps for its 
treatment facility resulting in an estimated 70% idle capacity, and PDAM Lahat's diminished 
water quality poses a number of serious public health problems. Similar conditions exist in 
all PDAM. 

Low tariffs are also responsible for reduced and curtaded asset replacement programs. This 
condition is particularly noticeable with the enormously high number of reported broken 
service connections and damaged water meters in all PDAM. All PDAM reported between 
10%-50% of all installed meters were in need of repair or replacement, as well as individual 
connections. S d a r l y ,  many PDAM had also experienced major production and distribution 
equipment failures because they have not reserved sufficient funds to replace equipment 
after its "useful life". 

Low tariffs have not allowed of indebted PDAM to service their debts, whether to central 
government, PEMDA or suppliers. Nine of the 35 PDAM visited have no significant debt, 
while 29 PDAM have debt averaging Rp 6.25 bdhon, and have made no provisions to 
service thls debt. 

One example is PDAM Kotamadya Kendari. They are Rp 12.6 billion in debt through 
investments in water treatment capacity. It should be noted that the majority of these - .  
investments were Central Government driven and transferred to the PDAM upon project 
completion with very lunited input from PDAM Kendari. S~rmlar problems exist in other 
PDAM that WET observed. 
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WET also observed that more than 94% of the PDAM visited had not increased their tariffs 
in five years. The majority of PDAM have been operating with deficits since their establish- 
ment. As previously mentioned, some PDAM have not increased tariffs since 1992, with 
several others since 1989. 

All 38 PDAM visited stated that their requests to PEMDA for'tariff increases were either 
rejected outright or delayed significantly. The reasons for these delays are essentially a 
combination of economics and politics. Previously, government officials were reluctant to 
increase tariffs because of the assumed hardshps the increases would impose on the 
community, and the assumed backlash this would have had on local and regional elections at 
the time. 

WET also observed that all 38 PDAM did not operate as one might expect as typical public 
utilities, focused on customer service, employing demonstrated commercial concepts and 
commercial principles. PDAM staff and PEMDA officials perceive the PDAM's role as a 
"social organization", contributing to the Government's re$onal and national development 
plans and philosophy, and not as a public service organization. Exacerbating this issue are an 
entrenched dependence on the Government for financial support, both locally and 
nationally, and the h t e d  understanding of real commercial concepts in both PDAM and 
PEIVDA officials. 

- 

Whde WET does not believe that low tariffs are the sole reason for PDAM's financial stress, 
it is clearly one of the main causes. Most PDAM sell water to their customers for less than 
$0.10/m3. T h s  low tariff regime gives rise to poor quality and poor service. The concern 
that WET has is instituting tariff increases without a demonstrable increase in service levels. 
People do not want to pay for poor service and poor water quality. It is a fact that all people 
in the community use water from one source or another. In many cases paying more for 
water than the tariff charged by PDAM. 

2.2.1.1 WET Tariff Recommendations 

WET teams spent considerable time during each visit discussing tariffs, affordability issues, 
alternate sources of water supply for both customers and the community, and the ability and 
need of the PDAM to increase their respective tariffs to cover all operating costs. 

In support of these recommendations WET prepared pro-forma financial analyses. The 
financial analyses took into account new investment, operating costs, salary increases, new 
connections, inflation and debt service. The result was the needed tariff increase to support 
on-going operations. 

After preparing the pro-forma analyses, each WET field team had candid discussions with 
PDAM management regardmg the proposed tariff increases. In a number of cases, the WET 
teams, at the request of PDAM, made presentations to the PDAM's Badan Pengawas 
(Supervisory Board), the Wakota or Bupati, other senior PEMDA officials and in some 
cases the DPRD (Dewan Perwakdan Rakyat Daerah or Local Parliament). 
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recommended tariff increase was 43%. WET identified 17 PDAM requiring immediate tariff 
increases. 21 PDAM can phase-in their tariff increases over the next 6-12 months. 

Some examples include a 15% increase in the average tariff for PDAM Kapuas in the first 
quarter of 2000, a 25% increase for PDAM Barabai, a 60% increase for PDAM Lubuk 
Linggau, and a 95% immediate increase in the basic tariff for PDAM Gorontolo. Table 4 
provides a complete list of the current average tariff in each of the 38 PDAM visited and 
WET'S recommended tariff increase for each PDAM, shown as a percentage of the existing 
average tariff. 

To date, WET has received assurances or confirmed increase at 32 of the 35 PDAM visited 
that WET'S recommended tariff increases will be implemented by PDAM within the 
timeframe proposed. All tariff increases will occur with the explicit support of the respective 
local government. 

Table 4. Current Average Tariffs and WET Recommended Tariff Increases. 
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I P D M  WET Recommended 
Tariff Increase 

O/" 

The recommended tariff increases will support existing operations, finance and recommended 
improvements, such as asset replacement and maintenance, and allow PDAM to service their 
outstanding debt. 

2.2.2 Production Costs 
Findings 

Average production cost is measured as the total cost of producing clean water divided by the 
total volume of in cubic meter of water produced. 

Production cost includes all admtnistration and personnel, operations and maintenance, 
including chemicals and power, depreciation and interest. 

As expected, production costs varied with each of the 38 PDAM. This cost of production 
veries dependmg on the raw water source, raw water quahty, pumping and storage 
requirements, power supply, and treatment processes employed. For example, a gravity fed 
spring water source will be far less expensive to operate than water extracted from a river that 
needs to be treated and pumped to be distributed. 

Production costs ranged from Rp 361/m3 to Rp 1,725/m3, before depreciation and interest. 
When depreciation and interest charges were added, the same production costs ranged from 
Rp 480/m3 to Rp 3,284/m3. Details for each PDAM are listed in Appendix I. 

As shown in Table 3, average production cost for all 38 PDAMwas reported as Rp 713/m3, 
before depreciation and interest, and Rp 1,203/m3 including depreciation and interest. 

Whlle 13 PDAM had sufficient cash flows to cover their production costs, before 
depreciation and interest, none of the 38 PDAM are capable of covering their full cost 
production (including depreciation and interest) nor service debt. 

Surprisingly, travel and office expenditures were often the highest indirect cost category for 
all PDAM. These included trips to attend conferences, meetings, office entertainment, and 
other activities that are not necessarily associated with income generation. 

Chemical costs were generally the highest direct cost category. Since chemicals used in the 
purification process are mostly imported, costs have increased dramatically as the Rupiah 
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depreciated. As a result, many PDAM have chosen to reduce their chemical dosing, 
particularly the application of chlorine. Lower chlorine dosing has in many instances resulted 
in high levels of contaminants in the water supply, increasing the risk of water borne diseases . . . . -  . 
and shn  mtectlons. 

S d a r l y  power costs for all PDAM have also increased dramatically. Further complicating 
this situation and con$ributing to higher eneru costs is the industrial classification imposed 
on PDAM by PLN. As an " industrial customer", PDAM are required to pay the most 
expensive tariff for electricity. 

PDAM ~ a m p u n ~  Utara is a typical example. Its operating costs increased an estimated 30% 
over the previous year. In 1998, its total operating expenses were Rp 1.5 billion, with an 
operating income of less than Rp 500 d o n .  It owes PLN approximately Rp 98 million. As a 
result, PLN shut-off power to its water treatment works for over one month. 

In addition, WET also observed that some PDAM are still making contributions to PEMDA 
as advanced payments for PAD (regionally derived revenue). Ministry of Homes Affairs 
regulations allow PDAM to defer any such payments until service coverage exceeds 75% of 
the population. None of the PDAM reviewed by WET exceed this figure. 

2.2.2.1 WET Production Cost Recommendations 

WET believes that PDAM must adopt and employ full cost recovery mechanisms for their 
operations, assume full responsibility for a l l  expenditures incurred by their respective 
organizations, and manage these expenses in the most cost efficient manner. WET 
recommended a number of cost saving measures for each PDAM. Details of these measures 
are included in each Field Report. 

These measures focus on immediate short term actions to reduce costs. These included for 
example, recommendations for an immediate assessment of all operating costs by the subject 
PDAM, and the introduction of monthly and quarterly cost saving actions to reduce all 
administrative and operating expenses. One troubling feature is the cost of travel to and 
from conferences and meetings. Often PDAM Directors are instructed to travel to Jakarta by 
Central Government Mmistries. PDAM must pay its own expenses. Hopefully, with the 
implementation of the new decentralization law thls practice will be discontinued. 

AU cost saving recommendations were subsequently discbssed in detail with PDAM 
management during follow-up visits. As previously mentioned 25 of the 38 PDAM were 
revisited, and all 25 indicated their support for implementing these measures in conjunction 
with the previously suggested tariff increases. 

Whde each PDAM budgets its future activities annually, monitoring variances is often not 
done. Second, the budget process should not be reduced to merely applying an inflation 
factor to the prior year's figures. Instead, PDAM must take a more businesslike approach 
toward its budgeting activities. Budgets should be based upon justifjmg the need for the 
expenditure and then incorporating the needed expenditure in an overall plan for corporate 
management. This plan should form the basis of a "Corporate Business Plan". The 
Corporate Business Plan is a tool, that can be used for planning not only new investments but 
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also revenue and cost implications that wdl lead to better management of PDAM and 
heightened profession&sm. 

2.2.3 Operating Ratios 
Findings 

Negative operating ratios are caused by the low tariff reo@ne, high operating costs, and often 
high idle capacity. The operating ratio is defined as operating costs divided by operating 
revenues. This indicator is important in determining whether revenues from water sales cover - 
operating and maintenance costs (exclusive of depreciation and interest). 

At the 38 PDAM operating ratios ranged from 27% to 103%. The average operating ratio 
was 68%. 

PDAM Binjai had the lowest operating ratio at 27%. Its average tariff is Rp 618/m3 and 
average production cost, includmg depreciation and interest is Rp 1,522/m3. Sidarly, 
PDAM Tanah Laut's operating ratio is 47%, due in part to low tariffs, high operating costs 
and idle capacity. PDAM Bengkulu-Selatan has low tariffs, idle capacity of almost 70% and 
high operating costs. Details for each PDAM are listed in Appendix I. 

It is obvious that PDAR/l's do not generate sufficient revenues and the long-term 
consequences will have significant impacts on the PDAM's ability to provide an essential 
public service. To alleviate t h s  problem, PDAM and local government must fundamentally 
alter their perception of their water supply. 

2.2.3.1 WET Operating Ratio Recommendations 

Operating ratios are a product of all business factors. To acheve profitability PDAM must 
include planning measures that ensure profitable operations. These measures include capital 
olanninc that ~rovides for adeauate returns on funds invested for new assets. WET has 
L V L I 

found that as new production assets are added, funding for new connections are not planned 
into the process. Hence idle capacity increases as new capacity is built. Planning processes 
must take into account available funding for new connections. As we discuss below, idle 
capaciv at most PDAM WET examined has added greatly to their woes. 

Further issues effecting operating ratios include hgh  operating costs and low tariff regimes. 
Some of the high costs are attributable to the Monetary Crisis and Rupiah devaluation. How- 
ever, numerous high costs are clearly under the control of PDAM management. Reaction to 
cost increases is neither swift nor effective. Unfortunately many PDAM du-ectors are 
unwdhg or unable to effect changes that will lower costs or at least address sharp cost 
increases until it is too late. 

2.2.4 Idle Capacity 
Findings 

The majority of PDAM have concentrated on investments in building water supply capacity 
rather than on servicing customers through new connections. As a result, significant idle 
capacity exists in most PDAM. Whde this overbuilt supply averages 35% for the 38 PDAM 
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visited, 18 of the 38 PDAM exceed 45%. The worst examples include Sawah Lunto and 
Limboto with idle capacity of 74% each, Lampung Utara with 72%, and Blitar with 6096. 
The percentage of idle capacity for each PDAM is provided in Appendu I. 

It is evident that PDAM need to acheve a balance and match supply with demand in their 
respective communities. Meeting consumer needs and preferences, and providing reliable 
service requires planning, continuous dialogue with the cornunity and sound financial 
management. As a public utility, PDAM must focus on listening to their customers' needs, 
improving service delivery and expanding service coverage with new metered connections to 
match supply. 

Before new capacity is developed, there must be clear demand for t h s  capacity. If there is 
demand, it is essential that accompanying investments in distribution assets be included. All 
too often investments in water supply assets are built with the expectation that PDAM will 
build the dstribution system. It is clear from the data compiled by WET that PDAM do not 
possess sufficient capital t o  install distribution mains and house connections. No funds are 
generally provided through the Central Government borrowing mechanisms. PDAM are 
expected to pay for these assets themselves. It is unclear where in the planning process the 
cash resources for these expenditures was to come. 

New investment fundrng is generally provided by donor based loans accumulated in the 
Regional Development Account (RDA). Continuing pressure to spend these funds has led 
to many of these investments. Central Government Ministries with access to RDA funds 
develop studies and meet local communities in an attempt to move the money. Once the 
local government agrees to  accept the debt the Central Government no longer provides 
advice or money to assist local government in managing the assets or paying the debt. It is 
clear that this "top down" system of asset acquisition has played a role in the significant 
over-capacity found in many PDAM 

Worse still there does not appear to be any mechanism to monitor debt repayment and if 
complementary investments are occurring. This has resulting in finger pointing with no one 
accepting responsibility. In normal commercial project lending, the bank would monitor the 
project to determine if all assets needed to generate the revenues and returns envisioned in 
the initial business plan were put in place. These will include assets funded by the bank as 
well as by the lender. Without assuring that the project taken as a whole is built, xhe lender 
cannot be certain that the project finance targets will be achieved. 

2.2.4.1 WET Idle Capacity Recommendations 

WET believes that the concept of demand management, by pricing and public awareness, 
needs to be extensively introduced to the PDAM and PEMDA, and reinforced with 
appropriate training and monitoring. 

WET has included technical recommendations tailored to the specific needs of each PDAM 
to address idle capacity in each Field Report. Whde these measures include expandin, service 

coverage, improving pumping efficiencies and hours of operation, and technically-related 
measures to reduce idle capacity, the concept of demand management and its application 
needs to be instilled in PDAM and PEMDA officials. 
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Almost as important, PDAM and PEMDA must be solely responsible for initiating Central 
Government loan requests. This requires PDAM to develop demand forecasts and profiles 
for their community. Once it is clear that sufficient demand exists, only then should PDAM 
look to develop new water supplies. However, any new supply must be coupled with 
delivery. 

Funding mechanisms must also require responsibility and accountability. This means that 
Central Government institutions responsible for donor on-lending activities should be 
responsible for ensuring sound commercial practices on the part of the PDAM. Further, the 
Ministry of Finance, Bappenas and Cipta Karya must develop a cooperative framework 
whereby the common vision is ensuring financially sound project development and finance 
are put in place. Secondly, PDAM must be in a position to seek funding through alternative 
commercial sources. Donors should encourage commercial funding and avoid crowding out 
commercial lenders. Donors can acheve t h s  goal by helping to form lendmg consortiurns 
that include commercial lenders and ensuring that the Mulistry of Finance no longer 
provides subsidized credits to PDAM. 

2.2.5 Service Coverage & Connections 
Findings 

Considering the high levels of investments made in water related infrastructure by the 
Government, service coverage for all 38 PDAM is very low. Only 4 PDAM had service 
coverage that exceeded 45% of the population, and these ranged from 50% of the 
population to 66% of the population served. 

Thuzy-four PDAM had significantly less coverage that varied from a low of 4% of the 
population to 45%. The average for all 38 PDAM is only 26% service coverage. This figure 
may be even lower because of the questionable customer lists, as-built records of most 
PDAM, and designated service area with each PDAM. 

Examples of low coverage include Musi Banyuasin which serves approximately 4% of its 
population of 1.1 million residents, Limboto with 6% coverage for 672,000 residents, Musi 
Rawas with 11% coverage for 607,520 residents, and Lahat which serves less than 20% of its 
population of 638,580 inhabitants. Appendix I lists the percentage of service coverage and 
number of existing connections for each PDAM. 

The low coverage is reflected in the number of service connections established within each 
PDAM. The average number of connections for all 38 PDAM is 7,137 connections per 
PDAM. 

While many PDAM have long lists of new customers waiting for connection, in 
some cases in excess of 1,000 new households, PDAM are not capable of financing these 
new connections. For examples Bengkulu Selatan which has a waiting list of 1,600 house- 
holds, and Asahan, 1,000 households. Other PDAM have s~milar, yet smaller lists of 
customers waiting to connect. Tanah Laut for example has 200 households waiting to 
connect. 
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In addition to wait-listed customers, a number of PDAM have relatively large numbers of in- 
active connections. These include customers whose water supply was shut-off because the 
PDAM could no longer afford to service them or their water supply was curtaded because of 
equipment and/or supplier-related problems. 

PDAM Lampung Utara is but one example. An estimated 24% of its 6,360 connections are 
inactive. Insufficient water supply is blamed for not being able to service these customers. 
However, other more disturbing factors have led to these shut-offs. Musi Banyuasin recently 
shut-off 1,200 households because it could not longer afford to operate the system serving 
these customers. In ths  particular case the nearest water supply is the Musi River, which is 
3.5 km away from the nearest household. 

Most PDAM are unable to accurately and reliably measure the volume of water sold to each 
customer. All revenues are predicated on ths  extremely important measurement. Whde most 
service connections are installed with water meters, roughly 40% of all meters installed for all 
38 PDAM need to be either repaired or replaced. 

This is perhaps the single most important area requiring improvement among the PDAM. 
Not one of the 38 PDAM have 100% metering of production, distribution and consump- 
tion, let alone regular replacement and maintenance of installed meters. Almost none of the 
PDAM regularly bench test and recalibrate meters. 

Lampung Utara which needs to replace 1,000 broken water meters, Limboto which has over 
1,500 meters in need of replacement, and Kendari with 950 broken meters. S i d a r  examples 
exist in all 38 PDAM, and details of each are included in the individual Field Reports. 

In addition to broken or damaged water meters, many PDAM have damaged household 
connections. Bengkulu-Selatan for example has over 500 individual connections in need of 
repau-. 

Similarly, all 38 PDAM have public taps. These types of connections are generally provided 
in rural areas, such as IKK systems and in urban lower income areas. Extensive use of public 
taps represents not only a lower level of service, but also reduces water accountability and 
potential revenue, and increases water losses through wastage. PDAM Tanah Laut for 
example has over 156 public taps servicing an estimated 3,120 households, and through 
WET'S investigation we determined that much of its non-revenue-water is associated with 
this type of service. 

It is evident that a significant effort needs to be made to expand service coverage in all 38 
PDAM through new metered connections, concentrating first on those wait-listed house- 
holds and customers, followed by repairs of broken meters and connections, phasing out 
public taps, and expansions into non-serviced areas. 

2.2.5.1 WET Service Coverage Recommendations 

WET'S recommendations addressed each of the above mentioned measures, and included 
installation of new service connections for 27 of the 38 PDAM visited. The recommended 
average increase is 1,495 new connections for each of these 27 PDAM. Appendix I1 lists the 
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existing number of connections for each of the 38 PDAM, and these proposed new number 
of connections for the 27 PDAM. 

WET believes that PDAM must budget and plan to increase connections by 5% annually. 
Furthermore, planning activities need to be revised to determine funding scenarios and real 
demand forecasts. In WET'S investigation we were able to identify new connections by 
looking at waiting lists. WET'S approach was the most conservative. However, PDAM must 
promote the use of their service by ensuring that consumers are aware of service 
improvements and supply is avadable. Detds of these for each PDAM are provided in each 
Field Report. 

WET also provided recommendations for repairs or replacement to broken meters, 
suggestions for reactivating previously shut-off customers, and other performance 
improvements to increase the levels of service in each PDAM. 

2.2.6 Non-Revenue-Water 
Findings 

High non-revenue-water (NRW) contributes to the poor financial performance of the 
PDAM though hgher expenditures on chemical, electricity and operating costs. While WET 
did not undertake extensive investigations of NRW causes, it did note that NRW ranged 
from 20% to 60% in all 38 PDAM, and overall NRW averaged 34%. 

While the average is lower than our original expectations, this figure may be much greater. 
NRW is calculated based upon the bded water supplied. Second, most PDAM don't have 
master meters and measure production by pump operating time. WET quickly recognized 
that most PDAM are unable to accurately measure production, distribution or sales volumes. 
WET observed that many PDAM relied on estimates of production capabilities rather than 
actual output. 

This figure may also be higher because of the significant number of broken service 
connections and water meters in each PDAM. AU PDAM that WET visited had large 
numbers of broken meters. 

2.2.6.1 WET NRW Recommendations 

WET'S recommendations included measures to reduce NRW through replacement or repair 
of existing water meters, introduction of meter maintenance programs with or without 
contractors, improved recording of production, distribution and sales volumes by installing 
appropriate meters, improved reporting procedures of damaged meters, and improved 
procedures for repairing meters. 

WET'S recommendations and subsequent discussions with PDAM management stress the 
importance of accurately measuring production and sales volumes to improve the financial 
performance of the PDAM. 
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In addition WET recommended the establishmg distribution zones for PDAM, and specific 
system improvements aimed at reducing overall NRW to approximately 25% over a five year 
period. 

2.2.7 Overstaffing 
Findings 

Staff per connection ratio measures operating efficiency of PDAM employees. The ratio is 
generally expressed as the numebr of staff per 1,000 connectionss. High ratios generally 
indicate a low level of efficiency. WET estimates that an acceptable efficiency ratio in 
Indonesia of 7 employees per 1,000 connections is needed. Most PDAM exceeded efficient 
staffing ratios. Thq -one  of the 38 PDAM had staff/connection ratios of 10 staff/I,OOO 
connections or more. The worst staff per connection ratios were in Kabuptaen Kendari with 
22 staff/ 1,000 connections, Lampung Utara with 20 staff/ 1,000 connections and P. Siantar 
with 24 staff /1,000 connections. 

Whde the average for the 38 PDAM was 13 staff/1,000 connections, only 7 of the 38 PDAM 
visited had ratios of less than 10 staff/I,OOO connections. Staff ratios for each PDAM are 
also included in Appendix I. 

The reasons for such excessive staff are both political and management. Politically, PDAM is 
often used as an employment machme to reduce local unemployment, and also in support of 
political patronism. Whde WET did not investigate whether 100% of all employees worked 
at the PDAM full time, WET suspects that sleepers may also exist on some payrolls. 

WET also observed that PDAM that operated smaller separate water supply systems or IKK 
typically had a full or bloated complement of staff rather than optimal staff levels. Not one 
PDAM employed the concept of economies of scale or multiple tasks for personnel. 

2.2.7.1 WET Recommendations 

WET'S recommendations called for each PDAM with excessive staff to connection ratios to 
review their respective internal operating policies and reduce the level of staff 40%-50% over 
a defined period. 

For example, PDAM Musi Banyuasin has a ratio of 26 staff per 1,000 connections. WET 
recommended reducing this to 10 per 1,000 connections over the next three years. Similar 
reduction suggestions were made for all 38 PDAM visited. 

Whde staff employment is considered a relatively sensitive issue in all PDAM, WET believes 
that its discussions on this issue were respected and subsequently all PDAM agreed to the 
recommended hiring freezes. During the current Economis Crisis it is likely to be politically 
unacceptable to lay-off staff. Therefore, WET has recommended gradual reductions in 
staffing levels. If, however, it were possible to reduce staff levels more rapidly, the incresed 
productivity and cost would contribute to immediate increases in profitability. 

2.2.8 Accounts Receivable Turnover 
Findings 
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Because WET is focused on cash flows, WET also reviewed each PDAM's accounts 
receivable turnover and general collection efficiency. These parameters are generally good 
measures of the efficiency of a PDAM's financial management and the whgness  to pay on 
the part of the community. Accounts receivable turnover is measured by deterL&g the 
average time it takes consumers to pay for water consumed. 

As expected, accounts receivable turnover varied from a low of 30 days for PDAM Sawah 
Lunto to a high of 230 days for PDAM Biak. It is worth noting that PDAM Sawah Lunto 
contracts t h s  component of its operations to a local cooperative. Before ths  occurred, its 
turnover period exceeded 70 days. No other PDAM had similar arrangements. 

Only 4 of the 38 PDAM had accounts receivable turnover of less than 40 days, and these 
ranged from 30-39 days. Nineteen PDAM were less than 100 days, ranging from 50-99 days, 
and 15 exceeded 100 days, varying from 102 days - 230 days. The accounts receivable 
turnover average for dl  38 PDAM is 93 days. 

Notable examples include Pangkal Pinang with a 224-day period, Kotamadya Kendari and 
' Kabupaten Kendari with 167 days and 152 days respectively. Sunilarly the majority of 

PDAM had collection efficiencies of less than 70%. 

2.2.8.1 WET Accounts Receivable Recommendations 

WET recommended that each PDAM re-examine its collection policies and procedures, and 
adopt a target of 30 days for its accounts receivable turnover. Immediate implementation of 
these measures was strongly recommended, and the majority of PDAM agreed to begin 
implementing these measures. 

WET also observed that penalties for delays in payment were generally very low. Charges 
for delayed payment were in many cases Rp. 1,000 or less. For business and other large 
consumers, the low penalty encouraged rather than discouraged late payment. WET 
recommended that penalties be increased significantly to encourage consumers to pay on 
time. Penalties are also flat fees and not a percentage of the outstanding receivable. For 
large consumers, relatively low penalties represent a very inexpensive loan. 

Further, it was rare to find PDAM disconnecting continued offenders. WET recommended 
that customers with outstandmg amounts due in excess of 90 days be shut-off and that 
reconnection fees include both payment of amounts due plus a substantial reconnection 
charge. 

Lastly, WET observed that Government offices and local military compounds generally had 
the worst payment records. Whde WET understands the sensitive nature of collecting from 
these institutions, local officials must be apprised of the damage they are doing to PDAM. 

WET also observed that several PDAM did not have computerized billing systems and these 
were advised to invest in a computerized system. 
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2.9 Summary 

Between June and December 1999, WET reviewed the financial condition of 38 PDAM and 
issued Field Reports for each PDAIV. Unfortunately, WET was unable to thoroughly review 
3 PDAM because we were not provided with sufficient financial and technical information. 
With the information available WET determined that 25 of the 38 PDAM required further 
WET assistance. For those PDAM where WET offered further assistance, WET made a 
second visit to discuss the results of its Reports. This resulted in a total of 64 visits for the 
38 PDAM. 

Whde the financial condition and performance of each PDAM varies from critical to 
borderline, all 38 PDAM are in poor condition, and their ability to deliver an essential public 
service diminishes dady. Many communities are not well served by their water utility because 
their PDAM is unable to continue financing on-going operations or rather PEMDA is 
unable to subsidize the operation. 

Ths  state of affairs is the result of to a greater or lesser degree of all the maladies WET 
described above. These problems, particularly high idle capacity, NRW, maintenance, and 
the low tariff regime, all contribute to the poor service and financial distress obsewed in all 
38 P D M .  

As a result the level of service - the availability of piped water 24 hours per day - has been 
severely reduced or simply shut-off. In addition, the quality of treated water may 
pose a public health hazard. 

PDAM production equipment is in such poor conditions that the ability of PDAM to 
improve and expand services, and raise water quality standards is impossible without 
repairing or replacing this equipment. Presently, many PDAM can not afford to pay PL.N for 
their electricity let alone repair or replace production assets or reactivate household 
connections. 

More significantly, is that senior managers are either not aware of the magnitude of their 
problems or unable to effect changes to correct them. One of the most significant needs 
that WET has identified is improving the skills and q u ~ t y  of staff at PDAM to identify 
problems and effect solutions. 

Second, WET is aware of the low pay scales at most PDAM. There appears to be no 
incentive for PDAM managers and employees to initiate changes to improve PDAM 
performance. In order for PDAM staff and managers to be responsive to improving 
performance, increasing coverage and servicing the community, incentive structures must be 
reformed to reward good performance and penahze substandard performance. Without 
emphasis on incentives and pay scales that encourage professionalism improvements in 
performance will be difficult to say the least. In addition to pay scales, greater employee 
motivation and job satisfaction will improve performance and garner respect for PDAM 
staff. Clearly, all PDAM must offer better training for their staff as well as rationahze how 
to improve staff motivation. 

Interim Report 
WET-2 February 2000 



3.0 CONTINUING ACTIVITIES 

WET Technical Assistance has been successful in analyzing 38 PDAM, and preparing 
workout plans for 25 PDAM located throughout Indonesia. Whlle WET'S effoits had 
previously been focused on identifymg those PDAM that needed to be incorporated into the 
World Bank financed PDAM Rescue Program, that program has now been postponed 
indefinitely. 

WET understands that the World Bank was unable to proceed with that program because 
the Ministry of Finance has been unable to reschedule the existing debt of PDAM. The debt 
rescheduling was one of the principle criteria for new loans to PDAM to allow them to work 
out of their current problems. 

Despite postponement of World Bank funding, much remains and can be done to bring 
many of the PDAM back to financial health. The principle problem for most PDAM is their 
management's lack of business sMs  and professional capability. Whde the symptoms of the 
problem are manifested as described above, it is clear that most PDAM senior staff do not 
possess the business acumen nor the training to address these ills. 

The cure, in the opinion of the WET team, is to increase skills at PDAM in both 
management capability and technical knowledge. Further, to assist in the development of 
planning tools that will allow PDAM to justify both new investments and tariff increases. 
Finally, to train PDAM to act independently to justify incurring new debt, increasing their 
ability to pay, increasing their creditworthiness, developing incentive structures for all 
employees and motivate a creative and enthusiastic work force. 

Below, the WET team describes the methodology for accomplishing these goals. WET 
believes that by selecting several PDAM that have demonstrated a commitment to reform, a 
wiUlngness on the part of its management, local government support and demonstrated 
ability to return to solvency is the best way to demonstrate WET's methodology. 

. . 
WET plans to select 12 PDAM to include in the WET-3 program. Each of the 12 PDAM 
will receive training, plannine ? development assistance, financing assistance and monitoring 
support. To encourage sustamability, WET will work closely with Perpamsi to identify 
superior managers. These superior managers are expected to make up a core of Perparnsi 
staff that will continue the program of training and financing support for the future. 

3.1 Selection of PDAM 

WET believes that by selecting 12 PDAM from the population examined, WET will be able 
to provide demonstration projects to finance, reform and finally place on an independent 
footing PDAM that have in the past experienced financial difficulties. Each PDAM d 
receive training, assistance in developing their own business and financing plan and 
continuing monitoring assistance to allow them to become independent business units, with 
strong incentives and professional management. WET's methodology is as follows. 
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Each of the three WET field teams will select 4 PDAM from the WET 1-11 group of 54 
PDAM visited. Selection will be based on a number of criteria to which a specific rating 
score will be applied. Seven criteria have been identified and include: 

the demand profde of the community and level of affordability, 
the quality of PDAM management, 
access to financing, 
technical status and potential opportunities, 
current tariffs, 
status of current debt and financial potential, ands- 
status of political environment 

A copy of the selection criteria and scoring is provided in Appendn 111. 

The 12 PDAM selected for further WET assistance and their respective WET field team are: 

3.2 Training 

Training activities for the selected PDAM must and shall be carefully planned. The essence 
of the training will be to enhance skills in management, finance, water operations, and 
customer service. Training activities must be markedly different from previous exercises. In 
the past, training participants were only expected to attend and not demonstrate that they 
had learned the material presented. 

Management training is so critical to the increased performance of each P D h V  that we can 
no longer afford the luxury of not testing participant's competency and increase in know- 
ledge. Training programs d be developed that include a set curriculum, homework and 
testing of retention. The program is also a method of determining the real intent and 
seriousness of the participants from each of the PDAM in improving their slulls. It is also 
intended to provide feedback on the quality of the training program and trainers. 

WET will develop the training programs and Perpamsi is expected to be the repository of 
the programs. WET staff d initially conduct the training. Sustainability will be the 
responsibility of Perparnsi however. The best students from the training activities will likely 
make up the core of future trainers in this activity. 

Training will cover three basic areas, consisting of: 

Management improvement 
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Financial management and project financing 
Techcal  and operator training 

Management improvement is intended to increase management capability in areas such as 
understanding finance, employer/employee relations and planning. WET expects to be 
tasked with developing separate training activities such as: 

1. Accounting for non-accounting managers. 
2. Employee development and relations. 
3. Capital budgeting 
4. Demand and development planning 

Financial management techques shall focus on improved skds in budgeting, financial 
planning, capital budgeting and project financing. The emphasis of the program shall be to 
encourage PDAM financial managers to assist their decision making process with well 
thought out programs and supporting data. The course curriculum that would kely be 
developed includes: 

1. Capital budgeting 
2. Budgeting and planning 
3. Project financing techniques 

The final training activity shall be targeted at improving the technical competency of on-site 
personnel. The activities envisaged will provide the basis for a certification program aimed 
at making water plant and distribution operators both technically competent and 
knowledgeable of their tasks. While this activity may be more comprehensive than resources 
that might be available some of the training activities envisaged include: 

1. Water treatment plant design basics 
2. Preparation of standard operating procedures 
3. Preparation of standard maintenance procedures 
4. Distribution systems and unaccounted for water 
5. Site safety procedures 

Implementing training will require development of materials, selecting trainers, training of 
trainers and finally dissemination of the training program. WET anticipates utilizing some 
internal resources for development but the majority of resources would need to be obtained 
through external procurement. 

WET'S internal staff activities would likely encompass assisting in both the classroom 
training and then follow-on On-The-Job (Om type training. WET has determined that the 
most effective methods for training will include the OJT and then further testing. WET 
anticipates that with OJT, a further testing cycle would take place. T h s  would test to 
determine if competency improved with O F .  

3.3 Business Plans 
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WET plans to assist the twelve selected PDAM to formulate and develop their own business 
plans. These plans will be used by PDAM to obtain finance, define the goals and mission of 
the PDAM but not reflect policy statements. U&e a complete Corporate Plan, a business 
plan is devised to obtain project finance and inform the lender of the project it will be 
financing and the cash flow stream that will be generated to repay the debt borrowed plus 
interest. 

WET also believes that all PDAM must adopt and employ full cost recovery mechanisms for 
their respective organizations. WET also believes that each PDAM must assume full 
responsibility for all expenditures incurred by their respective organizations, and manage 
their organizations in the most cost-effective manner. 

Each business plan will reflect ths  phlosophy and will also be tailored to the specific needs 
of the subject PDAM, and predicated on demand management. Each plan will cover a 
defined financing period and consist of set of annual targets concentrating for example, on 
improving customer service and financial performance through expanded service coverage, 
tariff adjustments, performance improvements, and reductions in NRW. 

It is important to note that each business plan will not be a "set of policy statements", but 
rather detail very specific tasks for meeting the desired goals and objectives of the PDAM. 
Each plan will also consist of a set of supporting financial information, including pro forma 
for the period(s) identified. In so doing, prospective financiers will be able to determine the 
business intent of the PDAM and determine the targets that need to be monitored for 
repayment. 

Initially, WET will incorporate the previously developed workout plan for each PDAM into 
the proposed business plan. This effort shall constitute Year 1-11 of the business plan, and 
monitor the implementation of these activities. Subsequent years shall be developed 
following a prescribed format to achieved stated goals. 

Working closely with Perpamsi, PUOD and the respective PDAM, WET will also convey 
and solicit support from Badan Pengawas members and local government officials, including 
the Bupati and Walikota for improving the management and financial performance of their 
respective water utility. 

The final product for each of the 12 selected PDAM d be a five-year Corporate Business 
Plan that will enable each to develop, as appropriate: 

new water sources, 
transmission and distribution systems, 
reservoir storage, 
service coverage, 
meter maintenance and replacement programs, 
service levels, 
customer service program, 
tariffs and financing 
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WET envisions monthly and quarterly finaqcial and technical monitoring, and quarterly 
reports to lenders. WET expects that annual preparation of these reports to lenders will act as 
a planning and management tool that will allow PDAM to become more self-reliant, 
financially stronger and improve the level of autonomy within each organization. 

WET believes that this strategy will also enable the PDAM to address key issues such as: 

overbuilt supply - t h s  has resulted in a serious imbalance of resources and 
financial losses to PDAM and their respective local governments, 

consumer distmst of PDAM - local governments have been afraid to increase 
tariffs fearing a backlash from customers for having to pay more for a bloated 
inefficient adrmnistration with no improvement in service, 

misunderstanding of PDAM finances - local officials believe that as long as 
PDAM has cash available it is solvent and requested "dividends" from the 
PDAM. They have not fully understood the concept of planning for debt 
repayment and maintenance. PDAM Managers usually do not make multiple-year 
plans or set aside reserves for asset replacement and debt repayment. Loans from 
the central government were often treated as grants. 

upward accountability - access to "easy money" from donors through the central 
government. Current tariffs cover less than 60% of the total cost of operations, 
includmg maintenance, depreciation and debt. PDAMs are rel-ykg on central 
government funds to balance their cash flows. 

Now that local governments have full responsibility for their PDAM and are accountable to 
their respective constituencies, WET believes that one criteria consumers will be using to  
judge their local government's performance will be based on the level and quality of the 
service provided by PDAM. 

WET believes that by formulating business plans focused on customer preferences and 
demand management, a PDAM will be in a better position to justify rate increases with 
PEMDA and slowly gain a level of self-autonomy for their organization. 

WET also believes that developing business plans in the manner described, wdl also prepare 
and assist each PDAM to evolve into a truly public utility. 

Monitoring activities are intended to ensure compliance with the program of assistance and 
assure lenders. WET feels that a Report Card on PDAM's achievements will be a valuable 
method of reinforcing the program. Also, the Ministry of Finance will benefit from the 
information that WET gathers on PDAM's ability to repay it debt. Clearly, if a business plan 
incorporating a workout plan is put into effect for an insolvent debtor, the creditor must 
monitor progress toward meeting the goals of the workout plan. WET believes that it has a 
vital role to play in this activity. 
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Finally, to ensure an effective program, the results must have sustainability. WET believes 
that this will be achieved through training of PDAM staff. The training activities previously 
described above detail the types of training needs that WET recognized. 

3.4 Funding 

Current funding will be exhausted by A p d  2000. Recognizing the essential role WET is 
playing in the decentralization process and service delivery, USAID is considering additional 
fundmg. The additional activities described above anticipate further funding. If t h s  funding 
does not materialize, the project will end once the funds are exhausted. If funds can be 
realized, achievement of the programs and training indicated above will offer great benefits 
for the survival of all PDAM in Indonesia. Furthermore, WET expects that Indonesia will 
see more professional, better-managed and more profitable PDAM in the future. 

4.0 REPORTING 

In the Inception Report, WET described the reporting regime to includes training activities, 
business plans and a Final Report. This Interim Report replaces the Final Report described in 
the Inception Report. 

WET will continue to report its activities after each field visit in the form of a Field Trip 
Report. Future Reports will also include the Business Plans, training programs and a Final 
Report. The nature and timing of each will depend on funds as they become available. 
Revisions to the timing and nature of reports wiU be advised if new funds are provided along 
with further scopes of work 
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APPENDIX I 
STATISTICAL INFORMATION FROM PDAM VISITS 

WET - II PROJECT 
Statistics for PDAM Visited 

N ~ H  = NO tunner ASSlStanCe 

Water Source 

Capacity ( LPS ) 

Income Statement 

Avg Cost Before Depr. & lnterest 
Avg Cost After Dep. & Before Int. 
Avg Cost After Deprec. & Interest 
Oper cosUTotal cost 
Admin cosUTotal Cost 
Non-SaleslTotal Rev. 

Balance Sheet 
Acc. ReceivablelDays 
Current Ratio 

Project Information 
Project Cost (Million Rp.) 
Man-days work 
New Connections 
People Assisted 

1st Visit 
2nd Visit 

Project Status 
..-a .. - .. . . . 

762 
8,000 
1,000 
6,000 

NYA 
NYA 
NYA 
NYA 

928 
8,247 
1,583 
9.498 

06123-24199 
08130-31/gg 

06123-24199 
08/30-31/gg 

06121 -22199 
mjf;jFm; . . . . . . . . . . . . . . 

1,047 
8,894 
1,745 

10,470 

06/21 -22199 
09/01.02/gg 

1,313 
4,321 
1,870 

11,220 

3,046 
19,727 
4,425 

26,550 

06123-24199 
08130-31/gg 

07105-06199 
og106-071gg 

2612 1-22199 
og/01.021gg 

2,455 
16,000 
4,400 

26,400 

07107-08199 10711 2- 13/99 
og/o7.08/gg . . . . . . . . . . . . . . . 

1,937 
14,024 
2,750 

16,500 

07114- 15199 
Eii[Z;~~~p&$;::;::i)j:I:iii~~g&i:;,;:ii~;. . . . . . . . . . . . . . . . . 

1,377 
1 1,967 
2.300 

13.800 

N A 
N A 
NA 
NA 

12,865 
91,180 
20,073 

120,438 
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WET -11 PROJECT 

Statistics for PDAM Visited 
Grand 
Total 

(17 - 33) 
Statistic 

Month 
Population 
Technical lnformation 

Water Source 
Flow System 
Coverage 
Connection 
Capaclty [LPS] 
Idle Capaclty (%) 
NRW 

Income Statement 
Operating Ratlo 
StafflConnec. (1 000) 
Average Tarlff 
Avg Cost Before Depr. & Interest 
Avg Cost After Dep. & Before Int 
Avg Cost After Deprec. & Interest 
Oper cost/fotal cost 
Admin cost/Total Cost 
Non-SaleslTotal Rev. 

Balance Sheet 
Acc. ReceivablelDays 
Current Ratlo 
Long Term Debt (Rp. Billlon) 
Debt to Equlty 
Debt Coverage 

Project Information 
Project Cost (Mlllion Rp.) 
Man-days work 
New Connections 
People Assisted 

NFA = No Further Assistance 

Sub 
Total 

(27 - 33) 

2,187,599 

18.25% 
45,108 

882 
52.90% 
38.74% 

71.14% 
15 

563 
329 
540 
919 
60% 
40% 

- 10% 

90 
1.34 
25.1 

9,409 
52,135 
14,450 
86,700 

Blitar 
27 

Decem. 98 
121,580 

DW 
Pump+Grav 

29% 
8,052 

126 
60% 
40% 

37% 
19 

587 
707 

1,138 
1,554 

45% 
55% 

9% 

104 
1.34 
3 10 
134% 

920 
4,750 
1,000 
6,000 

08102-03/99 108104-05193 108102-03/99 /08104-05199 106114-16199 1 1st Vls~t 107112-13199 107114-15199 
2nd VISI~ 109106-07199 109107-08199 Canceled 09113-14199 109114-15199 1 NFA j NFA 108123-24199 1 I Canceled 

Jombang 
28 

Decem. 98 
402,524 

OW + Spring 
Purnp+Grav 

29% 
9,262 

190 
45% 
36% 

40% 
6 

405 
36 1 
769 

1,019 
35% 
65% 
15% 

50 
0.60 
4.70 
60% 

872 
6,610 
1,870 

11,220 

Aceh Bsr. 
0 

Decem. 98 

Kabupaten 
BungoTebo 

29 
Deceni. 98 

450,304 

River 
Pumplng 

9% 
5,539 
167.5 

36% 
35% 

103% 
13 

816 

822 
79% 
21% 

3% 

6 1 
1.54 
9.54 

595% 

2,198 
13,750 
4,000 

24,000 

PDAM 
Darau Aceh 

0 
Decem. 98 

Dati II 
Sako 
30 

Decem. 98 
351,308 

river 

pumping 
12% 

5,604 
126 
31% 
22% 

98% 
11 

856 

962 
61 % 
39% 
15% 

84 
23.41 
4.50 
94% 

63 1 
4,482 
1,130 
6,780 

Parnekasan 
31 

Decem. 98 
665,870 

DW + Spring 

pumping 
16% 

6,302 
208 5 

54% 
21 % 

87% 
22 

554 
437 
632 
835 
67% 
33% 

5% 

90 
1 3  
2.8 
92% 

0 

1,505 
8,963 
2,050 

12.300 

Sampang 
32 

Decem. 98 
196,013 

DW + Spring 

pumping 
21% 

7,783 
174 
40% 
45% 

73% 
16 

332 
368 
480 
480 
57% 
43% 
16% 

102 
- 2 8 

0 
NA 
0 

1990 
4830 
1,900 

11,400 

Pekalongan 
33 

Decem. 98 
150,521 

OW 
Grav+Pump 

10% 
2,566 

57 5 
43% 
26% 

60% 
18 

388 
427 
764 
764 
76% 
24% 
4% 

136 
3.31 
0 5 

29% 
0 

1,293 
8,750 
2,500 

15,000 



APPENDIX I 
STATISTICAL INFORMATION FROM PDAM VISITS 

WET - Ill PROJECT 
Statistics for PDAM Visited 

NFA = No Further Assistance 

311/009:55 AMg:\Wet-1 l\Stats-1 l..xls 

Water Source 

Capaclty ( LPS ) 

Income Statement 

Avg Cost IM3 before Deprec & In1 
Avg Cost lM3 after Deprec& Before Int 
Avg Cost IM3 after Deprec& Interest 
Oper cosUTotal cost 
Admln cost/Total Cost 
Non-SaleslTotal Rev 

Balance Sheet 
Acc RecelvablelDays 

Long Term Debt (Rp Blll~on) 

Project Information 
Project Cost (M~lllon Rp ) 
Man-days work 
New Connections 
People Ass~sted 

1st VISI~ 
2nd Visit 

Project Status 

2,636 
15,060 
4,000 

20,000 

10112-14199 

1,519 
8.400 
2,400 

12.000 

10112-13199 

1,761 
6,032 
2,616 

15,696 

756 
2,966 
1,258 
7,548 

924 
7.049 

772 
4,632 

12101-02199 10112-13/99 

887 
6,683 
1,075 
6,450 

10112-13199 12114-15199 12101-02199 10/12-13199 

1,526 
4,300 
2,000 

12.000 

10112-14199 

10,008 
50,490 
14,121 
78,326 
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STATISTICAL INFORMATION FROM PDAM VISITS 

WET -111 PROJECT 

nonth 
'opulat~on 
-ethnical lnformation 

Water Source 
Flow System 
Coverage 
Connection 
Capacity [LPS] 
Idle Capacity (%) 
NRW 

ncome Statement 
Operating Ratio 
StafflConnec. (1.000) 
Average Tariff 
Avg Cost lM3 before Deprec.& Int 
Avg Cost lM3 after Deprec&.Before Inl 
Avg Cost IM3 after Deprec&.lnterest 
Oper cosffTotal cost 
Admin cosVTotal Cost 
Non-SalesITotal Rev. 

3alance Sheet 
Acc. ReceivablelDays 
Current Ratio 
Long Term Debt (Rp. Billion) 
Debt to Equity 
Debt Coverage 

'reject lnformation 
Project Cost (Million Rp.) 
Man-days work 
New Connections 
People Assisted 

Statistics for PDAM Visited 
PDAM Kabupaten Dati I1 

P. Siantar Biak K. Asem Tanah Laut Solok P. Panjang S. Lunto Bengkulu S T. Pinang T. Uban 
45 46 47 48 49 50 51 52 53 54 

Decem.98 Decem.98 Decem.98 Decem. 98 Decern. 98 Decern. 98 Decem. 98 Decem. 98 Decem. 98 Decem. 98 
631,682 60,681 202,700 30,178 45.684 39,057 55,150 27,534 108,233 30,710 1,231,609 4,460,573 

1.954 
11,795 
1,695 

10.170 

1 

1st Visit 
2nd Visit 

Project Status 

150 
6,000 
3,000 

18,000 

NFA = No Further Assistance 

12102-04199 11129-30199 11116-18199 

704 
2714 
1154 

6,924 

11117-18199 

281 
1,417 

200 
1,200 

11101-02199 

915 

1,500 
9,000 

11/01-02199 

206 

11101-02/9@ 

651 
1,889 

870 
5,220 

4,861 
23,815 
8,419 

50,514 

14,870 
74,305 
22,540 

128,840 

A 
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SEKREWRIAT WILAYAH I BAERAH 
Jalan Kolonel Wahid Udin Ljngk. V11 No. 257 Telp. 321 01 3 - 321 064 

SEKAYU - ( 30711) 

Nornor : 158.342/ 0028 /?V/2000 Mepacla 
S i fa t : Pcnting Y t h .  Stls. I<cpnia Diiia:; Penclapata~i Dae1;11i 
L;IIII / > i ~ i 1 1 1  : 7 [IC~I~~I: ;  !<a bir~;nt.c~i Mu:;i Giiiiyi~a:;i~l 
r " e r ih  : Pcnya~ilpnian Pernttirar~ cli - 

l>')acr:~h !<abupa.terl b4urii ! I I 11 

!3:i1iy~l;t:ii11 , 

Sclii~bungari dengan clitetapliannya Perat~li-an Dncruh Kabtll~atcli hlusi 

Batlyuasiii tmtans Re[ribusi Daernli !larig tclah mcnrlnl)rit ~~r~*sc t i~ ju i~r i  DPRD 

Kabi~palen Musi Banyurisiti, rnrlk:~ derigan in i  disa~npail+ra~i sebaiiynli 7 buah 

I:'cr-atur';lll Di~et-ah sel)er,ti lcrsebut diba\vnli ini yai[u 

I Pcraturan Dncrr~tl I<abtipaLen hlusi Bariyuasiti N O I I ~ O S  17 'Tal~uri 1999 
( C l l t i l l l ~  Rctl-ibusi Peniiiliaian I<el;ayaa~~ Dacrali, palis tclall Icnriii tr~~clat~glian 
clalam Lcnibasan Daesall Kabupa~en Musi fsanyuasin Tnhtln 1099 Nomos 
2.1 Tanggal 22 Desernbel- 1999. 

2 Pcsnti~ran Uacrrih Knbupatcn Mu:;i 13rliiyilnsi1i No~nos 18 'I'nllun 1999 
lclilarig Retribi~si Pasar, yang telah lialiii u~icfanglinu (131:1111 Le~ilbaran 
l'lnc~-nfi i<abupa~en hlilsi Bnnyuasin I'alriin 1999 No111or. 37 'T'nnggal 22 
Desember 1999. 

3. ?cratiiran Daes:lli [Cabupaten Musi Banyuasiri Nomos 19 Tallun 1999 
tentang Retribusi Pelayannn PersariipnIian / I<ebersiJinn, :van2 telall lianii 
ul~dangknri dnlam Lembasan Daerali Kabupaten Mirsi Oa~iytlnsin 'Tnliun 
1990 Nomor- 35 Tanzgal 22 Desembes 1999. 

(JG l 'cntt l~>~o I Kihti)iien hlilsi Bi l~iy\~ai i~l  Pi01110 13 Ti~I i t~ i  9 9  
telltarlg Rctr-ibusi Air Gcrsill, yang telah liami un<langktut tlai;lm Len~bal-an 
Daer-nil Kabupaten Musi Bnnyuasin Tahun 1999 N ~ ~ i i o r  29 'Truiggnl 31 
Dcscliibcs I999 

5.  Pcr-atur.an Daerah I<abupate~l bltlsi Banyur~si~i Non~or 'I Tnhun 1999 
tcntr~ng flctr-ibusi Pcrg;inti:~n Biaya Ce~ak  Pela, yririg telall Ic;uiii undangkan 
dillam Le~iibarari Daet-all i<abul)atcn blclsi Banyuasitl 'Tlzli~tn I999 N O I I ~ O ~  
3 0  Tanggal 22 Descrnbec- I 999 

6 Pcrnturari Daerr~Jl I<nbupaten itll.~si Bnriyuasin Nonior 22 Tnlltln I999 
tcntang Retsibusi Peeler-ilcsaan Alnt i'erl~adanl I<ebaknra~~. ?an2 iclnil hnmi 
i~ndanglcan di~la~i i  Lembar-an Daesah [<abul)uten hlusi Banyuasin Tahun 
l(190 Nomor 3 I Tanggal 23 Dcsember 1990. 



7. Peratur.an Dncr.iill Kabi r~a le r l  MLI:;~ O:ulyunsiri No111c;r. 2-3 'T'nl~i~n IO'IC) 

tentang Retribcisi IJclrtyan;un B<cscI~otan, yany ~ c l a h  \<a1111 i~~lda i~g l ;an  t lal;u~i 

i e m b a r a r i  Dacrali Icabupaten Vlusi Bariyunsin Taliirr~ 1090 No~nc:r- 32 

Tanggal 22 B c s c m b e ~ -  IY)9 

Tenibtrsa ti 
I .  Yili Sds. Kcpala Dinrls Pelierjr~an Urnurn Knb Muba. 
3. Ytli Sdr Kcpala Dinits Pc~il;cloli\an l'asar I<ab Mubn 
3 Y[Ii. Stll-. Kepaln Dinas Kesehalnn I<nb.Wluba. 
4 Y t l ~ .  Sdr-. K e p a l r ~  !<antor Bnclari Per-tannliari Nasio~inl  l<nb i\/luba 
5 Ytli S(.li- Karna\vil I-fr~risip I<ab ibfi~ba 

L %? Ylh.  Sdr-. D ~ I - L I I  PDAM Kob.h/lr~ba. 
7 Y ( h .  Sdr. Kr~bng Utnum Se td i~  Kab kiuba 



PERATURAN DAERAH KABUPA?'EN NUS1 B/\NYIJASIN 

NOMOR TAFIIJN 1999 

TENTANG 

KETRLBUSI AIR BERSIH 

DENGAN R,4HiVlArr TUHAN \'r\NG %lAlJt \  ESA 

BUP/\TI KABUPATEN kl US1 13.APiYUASIN 

btenitiibang : a. baliwa dengan telah ditetapkanrlya I<eputusari bTe11ter.i Dalarn Negeri 
Nomor 1 19 Tahun 1998 tentang Ruarig Lir~pkup dan Jellis-Jenis Retribusi 
Daerah Tingkat I dan Daerah Tingkat IT, tnaka Iiccribusi Air Bersih 
merupakan jenis Retribusi Daerall Tingkat iI ,  

b bahwa untuk rnernungut retr-ibusi sebagairnano dirnaksi~d pad:\ tluruf a, 
perlu diatur dan ditetapkati dellgar1 I'eraturan Daerall Kabupaten Musi 
Bal~yuasin. 

Mengin_yat 1 Undang-Undang Nor~ior 25 'Taliur~ 1 SJ59 ter~t:trlg I'criibentuliati Daerah 
Tingkat II dan Kotapraja cii Suriiatesa Selatari ( Leryibaran Negara 
Republik Indonesia Tahuri 1959 Nornor 73, 7'c1tnbaliarl Lcrnbnran Ne3ar.a 
Republik Ir~donesia Noriior 1521 ), 

2 Lrndang-Undang Nonlor 49 I'rp Tahun 1960 ter~tarly Panitia Urusan 
Piutang Negara ( Lernbaran Negara Kcpubiik Indonesia Tahun 1960 
Nomor 156, Tarnbahan Lernbararl Negara Republik Ir~donesia Noinor 
2104 ). 

3 Undang-Undang Nomor 8 Tahun 1981 tentany Hukurn Acara Pidarla 
( Leinbaran Negara Republik Indonesia 'Tahu11 1981 Nomor 76, 
Tarnbahan Lembaran Negara Repubiik lndoricsia Nonlor -3209 ); 

1 Undang-Undang Nornor 18 T a h n  1997 tentariy 13a.iak Daerah dan 
Retribusi Daerah ( Lcrnbarari Neyarr~ tiepublik Indonesia 'fahui~ 1997 
Nomor 4 1 .  Tambahan I,enibaran Negara Republik lndonesia Nornor 
3685 ). 

5 ilndang-i~ndan_q Non~or 23 Tahun 1997 tcntans Perl_yelolaan Li~iykur~cyan 
I-lidup ( Idembaran Negara Repubiik I tidoncsia 'T'ahucl I907 Nomor 68, 
Tambahan Lembaran Neyara liep3blik Iridotiesia Xo111os 3b99 ); 

6 Undans-Utidang Nonlor 22 tahuri 1999 teritarig Pen~erintahaii Daerah 
( Lembaran Nesara Republik Itidoriesia Tahuri 1999 Nornor 60, 
Tarnbahan Lembaran Negara Iiepi~blik Iridonesia Nomqr 3839 ); 

7 Peratusan Pernerintah Piornor 27 ?'shun 1983 tentang Pelaksanaan 
Undang-'Lindan~ Nornor 8 Tahurl 195 1 teritaty Htlkunl Acara 
Pidana (  emb bar an Negarx Republik [ildoriesia -1.all~in 1983 Noinor 6, 
Tarnballan Lembaran Negara Republik Indonesia Notnor 3258 ); 



8. Peraturari Pernerintah Nonior 20 'fahun 1997 tentang lietribusi Drterah 
( Lernbaran Negara Republik Indonesia Tahurl 1997 Nornos 55, 
Tanibahan Lembarari Negara Rcp~ibiik [r~ctonesia Nomor 3692 ); 

9 Peratusan Menteri Dalarii Negeri Nornor 4 l'ahuri I997 tentails I'cnyiciik 
Pegawai Neyesi Sipil tli Lirigkunyan Penieriiitah Dacsali, 

10. Keputusan Menteri Dalatii Negesi Nonior 84 'I'allun 1903 [entang 13etltuk 
Pcraturari Daeraf~ dan Peraturan Daeraii I'erubaharl: 

1 1 Keputusari Mcrlteri Dalar~l Neper-i Nornor 17 1 'I'alii~n 199'7 tentang 
Prosedur Pengesahrui Pcraturan ll~terall teninrig I'qjali L)ncr:th darl 
Retribus~ Daerah, 

12 Ke!?utusan bfenteri Ualarii Negeri No111or 174 'l'ahuri 1997 tentang 
Pedoman Tata Cara Pern~~ngutati tietribusi Daer-ail. 

13. Kepc~tusan Menteri Dalam Neyer-i No~ilos 175 7'ahun 1997 
tentany Tata Cara Pemeriksaan di I3idany Retr-ibusi Uaesall; 

14. Keputusan Menteri Dalarli Neyesi Nomor 1 19 'T'alli~ri 1995 tentany 
Ruang Lingkup dan Jenis-Jenis Retribusi Daerah Tingltat 1 darl Daerah 
Tingkat 11; 

15.  Keputusan Me:lter-i Dalan~ Negeri Nornos 1.17 I'ahun I998 tentang 
Kornponen Penetapan 'Tarif Iietribusi. 

Derlgan Persetujunn Dewan Penvakilarl Rakyat Daernll t<:~l>uy:tter~ hlusi Banyuasin. 

bienetapkan : PERATURAY D.4ERAH KABUPA'TEN MUSI UANYUASIN I'ENTriNG 
RETRIBUSI AIR BERSIH 

BAB I 

KETENT'UAN U b l U b l  

Pasai 1 

Dalarn Peraturan Daerah ini yang ditnaksud dengan 

a Dat:rah adalah Kabupaten Musi 13ariyuasi11, 

b Penierintah Daerah adalah Kepala Daerall beser-ta peraiiykat Daerah 
Otonom yang lain sebagai Baclati Ekscl.r~itif Daerall, 



d. Pejabat adalah Pegawai yang diberi tugas tertenttl di bidarly I<etribusi 
Daeraii sesuai dengan peraturan perundany-tl~itlarlyan yane beslaku; 

e. Badan adalah suatu bentuk badail usaha yarig r~~eliputi perseroan terbatas, 
perseroan komanditer, perseroan lairlriya, badarl usalia riiilik i~egar-a atau 
daerall dengan narna atau bentuk apapurl, pesselcucua~~, peslcunipularl, tirtna, 
kongsi, koperasi, yayasan atau orgar~isasi yang sejeliis, leriibagn, dana 
pensiun, betituk usatla tetap ser-ta ber~tuli usalia li~in~ly;~; 

f Retribusi Jasa L'nlum adaial~ retribusi ntas jasa ?a118 disediakan atau 
diberikarl ole11 Pernerintali I>ae;-ah urituk tujuan keperitirlyan dar~ 
kernanfaatan umum scrta dapat tiinik~nati ole11 or.ang pr-ibacii atall badati. 

y .  Retribusi Air Bersii~ yang selarijtltrlyn dapat discbut retribusi ;~dalall 
pernbayaran atas pelayanan periyediaan fasilitas air bersiii vans  dirt~ililci atau 
dikelola Ianysung oleh IJernerintah Daeratl.; 

11 Air bersih adalah air- yany diguriaicari untuk keperluan sehari-hasi yang 
kualitasnya memenul~i syarat kcsellatan darl dripat dir~iinun~ apabila telah 
dimasak; 

i Masa Retribrlsi adalall suatu jarlgka waktu testeritu yat~g nlesupekan batasan 
bagi wajib retribusi untuk memanfaatkan jasa pclavariai~ fasilitas air bcrsili 
yang dimiiiki atau dikelola ole11 Pctllerintah Daerah: 

j. Wajib Retribusi adalatl orarlg psibacfi atau baclan yang rnenurut pesaturan 
perundany-undangan retribusi Uaerah ciiwajiblcan untuk rilelakukan 
pernbayaran retribusi Daerali, 

k Surat Pendattaran Objek Retribusi I>aeraii yarig selar!iuttlya dapat disingkat 
SpdORD. adalah surat yang digunalian oleti tvajib retribusi untuk 
rnclaporkan data objek retribusi (inn wajib rctribclsi sebagai dasar 
penghitungan dan pen~bayaran retribusi y a n s  terutang riienurilt peraturari 
perundarig-undangan retribrlsi Daesah. 

I Surat Ketetapan Retribusi Daerah yang selarijutnya dapat disingkat SICRD 
adalah Surat I<eputusan yang rnenentukan besarriya juniiah reti-ibusi yang 
ter'utang; 

rn. Surat Ketetapan Retribusi Daerah Kusa~ig Bayas 'Tarnballan, yarig 
selanjutnya dapat disingkat SI(RDI<B?', adalati surat kepi~tusarl yans 
menentukan tambahan atas juniiah retribusi ?.ang telah ditetapka~i, 

n .  Surat Ketetapan Retribusi Dr~eral~ L,ebih Bayas, yang selar1,jutnya dapat 
disingkat SKRDLB, adalah surar keputilsari varig rrieneritukan jurnlah 
kelebihan penibayaran retribusi kareria jur~ilah ksedil: reti-ibiisi lebih besar 
daripatia retritjusi yang ter.utany atau tidak seliartrsrlya tet.utt\ns; 

o. Surat Tayihari Retribusi Daerai~, yang selari,jutnva dapat ciisir.igl<at STRD 
adalai.1 susat ilntuk nlelakukali tagihan retribusi drill a tau  sanksi adr~iinistrasi 
berupa bui~ga dan atau denda; 

11. Surat Keputusa~l . . . . . . . . . . . 



p. Surat K e p u t ~ ~ s a n  Keberatan adalali stlrat keputusan atas lieberatan terhadap 
SKRD atau dokumen lain yang dipersarnakan, SKRDI<B''I' cia11 SI<l<DKB 
yang diajukati oleh Wajib Ketsibusi; 

q Pemeriksaan adalah serangkaiarl kcgiatan iiritiik r~le~icari, n~engu~iipullian 
dan mcnyelola data dari atau keteranyan la i~~nya ctalarri ranglca penyawasan 
kepatulian pemenuliari kewajiban retsitlusi bcsdas:~r.liari pesaturan 
pemndang-undangan setr ibusi Dacrah. 

r.  Penyidikan Tindak Pidaria di Uit ian~ l<etsibt.~si Daei-all udalatl sernn_qkaian 
tindakan yang dilakukari oleh Per~yidik I'e;;a~.vai Neyeri Sipil ;fang 
se!ari,jutnya dapai disebut Penyidik, i l r i t i ~ k  11leil~;l~i SCI.~;I I T I ~ I I ~ J L I I T I P L ~ I ~ R ~ ~  

bukti yang dengan bukti itu tner~ibi~ni tesnrig tirldali  itla la ria c l i  bidang 
retribusi" daerali serta menenlukari te~.sarlykai~va: 

s Surat Ketetapan Retribusi Uaesali I iura~ip Dayar ~ 1 l t 1 1 l i  selan.jutriya di 
singkat SKRDKB adalairi S~ira t  Keputusan yarly rncnentuliarl besarrlya 
jumlah retribusi yarig terutariy, jun~lah kredit setr-ibusi, juttila11 pen~bayaran, 
jumlah kekurangan pernbayaran, pembayasari pokok retr-ibt~si, besarnya 
sanksi administrasi dari junllall yans 11iasih tiasus dibayas. 

N A M A .  ORIEI< DAN SUBJEl i  I<ETIIIBUSI 

Pasal 2 

Derigan nama Retribusi Air Bersih dipungut rctribi~si s e b a ~ a i  pettibayaran atas 
pelayanan penyediaan fasilitas air bersih. 

Pasal 3 

( I )  Ob.jek Retribusi adalah pelayanari pet~yeclianri fasilitas air bersih yarly 
dimiliki dan atau dikelola langsung oleh Pernerititah Daerali. 

(2) Dikecualikan dasi objek retr-ibusi adalai~ pelayar~an penyediaan yang dimiliki 
dan atau dikelola oleh pihak swasta. 

Pasal 4 

Sub.jek Retribusi acialah orarig psibadi atail br~ctilr~ vans  11~crilpcrolctl pclavailar~ 
penyediaan fasrlitas air- ber-sit1 

BAU I l l  

GOLONGAN RE'TKIBUSI 

Pasal 5 

Retribusi Air Dersih digolongkari sebagai Retribusl Jasa U I I ~ U I I  



C A M  MENGUKUR TI'NGI<AT PENGGUNAAN JASA 

(1) Tinghat penggunaan jasa dihituny berdasarkan volun~c air dikalikari (iengan 
klasifikasi pelatiggan; 

(2) Kla~i~ikasi pengyunaan air sebaynil~iana dirllalisud paciil ayat (1 )  pasal ini 
ditetapkan sebagai berikut: 
- Sosial 
- Non Niaga 
- Niaga 
- Iridustri 
- Khusus 

BAB V 

PRINSIP DAN SASARrZN DALAM PENET'APAN 
STRUKTUR DAN BESARNYA TARIF 

Pasal 7 

( I )  Prinsip dan sasaran penetapan tarif adalah i~ntuk tnenutup sebagiail biaya 
penyelengyaraan pelayanan dengari momper-Iiatikan kerna~npua~i masyarakat 
dan aspek keadilan; 

(2) Biaya sebagairnalia dimaksud pada ayat ( I )  pasal ir l i  rneliputi biaya surnber 
air, biaya pengolahan air, biaya transinisi dan distribusi. biaya urnurn den 
administrasi. dan biaya penyusutan. 

BAB V1 

STRUKTIJR DAN BESARNY /-\ T.k\RlI- 

Pasal 8 

( I ) Stmktur tarif digolotigkan berdasarkan kernampuan 17iasyarakat. jenis 
pelayanari yang diberikan darl volunle air yans dipakai; 

(2) Struktur dan besarnyn tarif Retr-ibusi Air i3ei.sill sebasairna~ia dinlaksud pada 
ayat ( 1  ) pasal ini adalah: 



1 JENIS TARlF PELANGGAN UN'TUIC I<O?'A SEDANG DAN I<EClI., 

SOSIAL & -: -4 
1 Soslal Umum 

,-. . 1 300 
2 Sosial E;husus - I ' '-"'<-- 3 00 

NON kIAC,4 S1-rLcuL- 
I Rulnal~ Tm;.yn A 
2 Rl~rnah Tangga B 

I L.. t 

. - 
1 N~aya  Kccil - 

2. N~aga Besar ,-.. . 
i 

/- 

INDUSTR[ - - " _ 14-. .r 

1 Industn I<ec~l : r - w ~ d -  i I200 
2 Industri Besar ' , ..- - -  1500 

I 1 300 1 
400 j 

I 

550 i 
500 i 

I 

i 
750 1 
1100 1 

I 
I 

i 
i ZOO j 

i 1501) 1 
; 

I 
I. I'T?NGGOLONC~:4N PELANGGAN 

r? 

V KHUSUS - L  i I 1 Pclakul~ar~ dan Usalla 1 6000 Scren~sny'q 

1.  SOSIAL 

a. Sosial Umum r 

1 - Hydrant Utnurn - 
- T e m p t  Ibadah - / L J Z  p~ 3 - ~ - - . . 7 ~ 3  

I 

I 
i 
I 

( ~ 0 0 0  I 6000 6000 1 --.-- 

- .  { , b. Sosial Kl~~usus . , I 1 . , . , L L l  
- Asrarna Badan Sosia! - 4i?*- - '* 

2 NON NlAGA 



a. Niaga I<ecil 
Kios Waruny 
BengkeI Kecil 
Usaha Icecil yang berada dalani Rurnah 'I'atigga 
Warung Kopi 
Rurnali Sakit Swasta 
Politeknik/laborartorium Swasta 
Tenip;rt Pemangkas Rambut 
Hotc!/Losri~en 
Pcrcetakan 
Apotik 
T o k o  

b. Niaga Besar 
- Hotel/Restoran 
- StearnbathISalon KecantikanIPanti Pijat 
- Nigh Club/Bar 
- BankA3WlBTJMD 
- ServicejStation Bengkel Besas. 

4.  INDUSTRI 

a. Industri Kecil 
b. Industri Besar 

I - Pabrik Es 
- Pabrik Makanan dan Minuman 
- Pabrik Kimia Obat-obatan 
- Pabrik, Gudang Pendingin 
- Pabrik Tekstil 
- Pergudangan dan Industri lainriya 

! - Pelabuhan dan usaha se.jenisnya 

Bagi pelanggan aktii' dikenakan pe~tiakaian minimum perbulan sesr~ni densan 
Golongnn/Klasifikasi pelangyarl sebagai berikut 

a. Golongan 
b. Ciclo~~gan 
c. Golongan 
d. Goiongar1 
e. Golongan 
f Golonyan 
g.  Golorigan 
11. Golongari 

Sosial Cjmurn 
Sosial Khusus 
Non Niaga A 
Non Niaga B 
Niaga Kecil 
Niaga Besar 
Itldu'stri Kecil 
lnd\istri Besas 

yaitu 
yaitu 
yaitu 
yaitu 
yaitu 
yaitu 
yaitu 
yaitu 

: 30 R/13 - Ri). 1 1.500,- 
: 15 bi3 = ilp. 7.j00.-' 
: 15 M3 = Rp. 9,250?- 
: 15 M3 = Rp. 8.500,- 
: 25 b13 = I<[]. 2 5,000,- 
: 25 b13 = R p ,  3 5  500.- 
: 30 >I3 = Rp. 50.500.- 
: 30 h/13 - l i p  02.500.- 























APPENDIX 111 
CRITERIA FOR SELECTING 12 PD&V 



Criteria for selecting PDAM 
Sample 

PDAM Kabupaten Sampang 

r Criteria I Weight I tnformation I Score 1 Weighted Score I 

Qualtty of Management 
Access-to Funds 
Technical ~otenbal lCl~~f in! ty 

Demand ProfilelCommun~ty Income - 

Tanff lncrease 
Fmancial Po!ent~al - I 2 449 Currentaverage tariff 1s Rp 3 0  . 9 8  

-. 2 041 No long term debt ogstangng 
- I 

4 0 8 1  

I I lBuoatt and DPRD are concerned enough tot I I 
l~ostt lve Poltttcal Env~ronment=l 1 632 develop PDAM I --- I 

- Ground water IS bad has waltlng list _ 
D~rektur Utama 1s Polltlctan DlNm has no water 

Scoring Sheet for Selected PDAM Needs Further Assistance 

- 5  

Total Weighted Score 

PDAM's criterias for selection Weight 

(Wetght x Score) 
20 4 

71.4 

Demand PmfileICommun~ty Income 4 081 
Quallty of Management 3 673 
Access to Funds 3 265 
Techn~cal Potent~allOpportun~ty 2 857 
Tartff Increase 2 449 
Flnanctal Potentla1 2 041 
Pos~t~ve Pol~t~cal Envtronmental 1 632 

Notes 
Cntena score IS based upon ~nformatton avatlable on survey sheet. 

Selection Criteria Score Information 

Demand ProfilelCommunity lncome 5 Ground water's quality is bad . high affordability and has waiting list 
4 Ground water's quality is bad and low affordability 
3 Most of Community prefer to PDAM's water 
2 Half of Community prefer to PDAM's water 
1 Most of Community prefer to ground water 

Quality of Management 

Access to Funds 

5 All Direkturs have good understanding in water bussiness 
4 Dimt and one of Direkturs have good understanding in water bussiness 
3 Dirtek and Dirum are good - Dirut is not good 
2 Dirtek or Dimm is good 
1 None has good understanding in water bussiness 

5 Fund from on going project available for WET progr. 
4 - 
3 Fund from APBD or BPD or KTDP available 
2 - 
1 No fund available 

Tariff lncrease 

Technical PotentiallOpportunity 5 All transldistribution lines are ready and has idle capacity 
4 Some transldistribution lines are ready and has idle capadty 
3 Transldistributton are not ready and has idle capacity 
2 Transldistribution are not ready and has no idle capacity 
1 TransldisMbution are ready but has no idle capacity 

5 Current Avg tariff is c Rp.700 lower than OBM costs 
4 Current Avg tariff is < Rp.700 equal to O&M costs 
3 Current Avg tariff is c Rp.700 higher than O&M costs 
2 Current Avg tariff is > Rp.700 lower than O&M costs 
1 Current Avg tariff is > Rp.700 higher than O&M costs 

Financial Potential 5 PDAM has no LTD outstanding 
4 Total outstanding LTD is c Rp 1 Billion 
3 Total outstanding LTD is Rp. 1 Billion - 3 Billion 
2 Total outstanding LTD is Rp. 3 Billion - 5 Billion 
1 Total outstanding LTD is > Rp. 5 Billion 

Postttve Pol~t~cal Env~ronmental 5 Bupatl and DPRD are supported on PDAM Dev't 
4 - 
3 Only Bupatt or DPRD ts supported on PDAM Dev't 
2 - 
1 None 1s supported on PDAM Dev't 



PDAM Selection For Making Bussiness Plan 

No. I'1lAh.l 

\\'El. 1 

Dc~nand I'rolile 
M'eiglil 

Qu;~lily o l 'h l ; l~~age~~lnt  
Score Weight Tolal 

Ac LLS . A -  . to F L I I I ~  
Score Wright Total 

Tctcl~~lical Potential 
Weight Score 

Tari I f '  Inci.ca>e 
Total \Vcighl Scorc Total 

i ~ i  P o  
Score \IJeigllt 

C~.ancl 
Total Total 

I '~sil i \c Political l.~lvi. 
Score Weight ~ ' C J I ~ I ~  Scorc Total 



PDAM Selection For Bosiness Plan (Group G2) 

Demand Plofile Quality of Managenlent Access to F~ind Technical Potential l'allff l~~cle ,~se  Fln'~lici,~l Potznt~al Pos~t~vl: Pollt~c~il EIIVI. Claild Total 

1 632 19.998 
Score I Total Score 1 Total 



+
m

c
n

~
w

w
-

 
m

c
n

~
w

w
-

 
m

w
w

-
 

m
 

x
 

3
 

a,
 

:
=

 
ln
 

2
 

=
r 

m
 

5 
3
- 

V
I

V
I

W
W

N
U

I
W

 
V

I
V

I
W

N
C

n
C

n
 

W
P

C
n

W
 

N
N

-
A

 
N

A
 

N
N

-
 

N
N

 
-

A
N

-
 

O
O

N
N

W
O

h
)

 
0

O
.

N
W

O
O

 
N

~
O

N
 

&
A

N
N

-
P

N
 

P
A

N
-

P
P

 
N

W
P

N
 

O
O

P
P

~
O

P
 

O
O

P
~

O
O

 
P

N
O

P
 

V
l

V
l

W
W

N
C

n
W

 
V

I
C

n
W

N
C

n
L

n
 

W
P

m
W

 

h
)

w
w

w
w

w
V

,
 

W
P

U
I

W
P

-
 

P
a

-
P

 

-
-
-
-
.
.
-
L
A
 

-
-

_
L

A
-

-
 

-
-
L

A
 

A
 

.
l

A
-

A
-

-
w

 
A

D
C

O
-

P
W

 
P

O
W

&
 

w
z

z
z

%
g

g
 

z
m

w
z

m
m

 
m

m
m

m
 

P
 

W
C

S
] 

w
.

J
 

w
 

w
 
.
l 

w
 

~
W

(
D

W
W

W
V

I
 

W
N

U
I

W
N

W
 

N
N

W
N

 

h
)

W
w

&
-

W
w

 
-

-
V

I
o

w
w

 
w

c
n

-
W

 

A
 

4
 

W
W

W
W

W
W

 
W

W
~

W
W

W
 

w
m

w
w

 
m

k
~

~
~

.
k

~
 

N
N

W
-

.
I

.
J

W
 

-
J

W
N

+
 

V
I

I
D

W
~

~
W

W
 

O
)

~
N

W
W

W
 

U
I

u
l

c
n

U
I

V
I

~
 

w
w

m
w

 
W

U
I

c
n

U
I

c
n

C
n

C
n

 
V

I
V

I
 

cn
 

c
n
 

W
-

N
N

N
W

N
 

U
l

U
I

W
W

A
W

 
W

P
N

N
 

A
 
4
 

4
 

A
 

W
N

F
U

I
U

I
W

F
 

A
P

W
W

-
W

 
m

d
m

~
 

U
I

W
.

J
+

~
V

I
.

J
 

~
~

c
n

m
b

c
n

 
~

P
-

J
'

s
~

 
-

J
a

-
A

 
-

J
-

 
-

.
J

P
P

P
-

P
 

C
O

W
2

z
N

z
 

c
n
 

U
I 

w
 

2
 
g 
2
 2
 

A
N

W
W

N
A

N
 

N
N

W
W

N
N

 
W

P
P

P
 

N
P

Y
.

l
P

W
&

 
P

p
.

l
P

P
 

.
l

W
W

W
 

P
w

W
W

w
.

l
w

 
W

W
W

W
W

W
 

W
.

J
.

l
-

4
 

P
W

P
P

(
D

W
(

D
 

w
w

~
-

~
w

m
w

 
W

(
D

P
P

W
(

D
 

w
m

.
~

-
~

w
w

 P
W

W
W

 
-

~
m

m
m

 

-
O

I
W

N
-

C
n

L
n

 
C

n
W

W
W

W
W

 
N

W
W

C
n

 

-
ir
 

A
 

A
 

A
 

a
 

N
O

~
&

N
O

O
 

o
m

m
m

m
m

 
~

m
m

o
 

O
N

-
0

0
N

N
 

N
-

i
r

-
i
r

-
a

-
 

0
4

-
N

 
~

O
N

W
P

O
O

 
O

N
N

N
N

N
 

W
N

N
O

 
m

W
N

-
C

n
U

I
 

V
I

W
W

W
W

W
 

N
W

W
U

I
 

~
~

W
P

W
W

P
U

I
 

C
n

c
n

W
P

c
n

P
 

C
n

U
I

W
V

l
 

e
m

~
~

m
 ~

m
 

m
 

P
 

~
w

c
n

~
m

c
n

w
 m

C
D

w
V

I
Q

J
c

n
 

w
w

w
w

 
-

C
D

N
(

D
W

N
-

-
'

 
-

-
-

L
W

N
-

N
 

4
-

a
4

 
m

m
w

m
c

n
w

m
 

m
m

m
w

m
w

 
m

 
m

 
cn

 
m

 

V
I

Q
)

V
I

P
P

-
l

O
)

 
-

l
-

l
-

l
V

I
-

J
Q

)
 

O
S

W
U

l
-

l
 

g
f

 E
z
8
E
g
 

~~~
~~X

 
P

P
Y

P
 

w
w

w
m

 

z
 

u
 c 2

 
Q

 

T
 

-
l 

a 
2

'
 

0.
'"
 P 

Ff 
cu 

2
 .z

 
%

 
I
 

2
 

cu 
3 2
 

U
) 6
 

0
3
 

S
o

 
a 

2 5 E
 

u
 

0
 = 

(I
) :: 3 -4
 

0
 - E
 

w
 

2
 

z
 

=C
 -
 

3
 a m
 

U,
 

(D
 z
 

-I
 
0
 E
 Ff 0 z -I
 

0
 

iil
 

EL
 2 s 3 = iil
 

D
 i? = 2 C
 f -
 T c 





I 
I ' ,  

r ~ ~ ~ ~ ~ / ~ ~ ~  ~ r o j e d  Office ~hemonics'1dernationa1, Inc. 
Wisma Kodel, 8th Floor ( I 1133 20th Street, NW, Suite 600 ' ' 

7 J1. H.R. Rasuna Said, Kav. B4 f - I Washington, DC 20036 USA ' - 
, J a k h  12920 INDONESIA Tel: (202) 955-3300 k 

Tel: (62-21) 522-1461 / i Fax: (202) 955-3400 
Fax: (62-21) 522- 1460 I I 

I 
i 

Email: chemonic@rad.net.id y 

\ 

, L l in association with > 
L 

i r 
( I&titute for ~ 6 b l i c  Privat6 Partnerships (IP3) Environmental and Managemet 

Program Support (EUP) r - 
United States Agency for 
International Development I 5 , *  

Washington, D.C J ' I / i 
/ - I > 

% I 

I 
I 

/ 

t 'PURSEIWET PR~JECT,  
, \ , r 

V / 
\ 

1 i 'i ' I 

In ~ i c e m b e r  1991 the U.S. and Indonesian governments signed an hgreeinent to encourage privaie ' 
investment in the provision of public water supply, wastewater treatment And solid waste 
management servicei in urban areas throughout thearchipelago. In recdgnizing that its capacity to / 

'finance the needed projects is severly straided, and that insufficient u r b k  infrastructure will 
# 

c i 
adversely affebt public health and welfare and inhibit future economic growth, the ~overnment has 
been looking increasingly to the \private sector to participate in the provision of these essential 
services. -' , \ \ 

I i \ 

- J I ' < - 1 
\ 

PURSEI\\;ET is working with U~~1~11ndonesia's Office of Urban Environmental ,Management 
and seviral agencies of the ~bvernment of ~ndondsia through a combination of technical assistance . a 

and capacity building intedentions to : i 
1 / 

I 1  
\ r; 1 

dev&op policy consensus and a legal framework that clarifies current rules and formulates I 

ne& or revised regulations pertaining to private investment in I l l  kpects of municipal J 

) infrastructure development Andlor provision of urban services, \ 

J 

demonstrate the technical and contractual feasibility of various forms of Public-Private 
Partnerships through demonstration projects, and 

I 

transfer knowledge and expertise to p;blic sector officials in relevant technical, financial 
and managerid aspects of environmental infrastructure. 

- 

/ 

- For more information on the P U R S W E T  Project, please contact Chemonics International or the 
PURSEIWET Project at the addresses listed above. - , 



PURSE / WET PROJECT 
Private Participation in Urban Services - Water Efficiency Team 

United States Agency for International Development 

Mr. James Woodcock 
Project Officer, UEM Office 
USAID/Jakarta ! 

American Embassy 
Jl. Medan Merdeka Selatan 3-5 
Jakarta 10 1 10 

April 10, 2000 

Subject: SECOND INTERIM REPORT 

Project: Water Efficiency Team (WET) 
IQC No. PCE-1-00-97-0003-00 Task Order #SO6 

Dear Mr. Woodcock 

Enclosed please find our Second Interim Report for the above entitled Project. As you are 
aware, WET will be conducting a seminar on Monday April 10,2000 to discuss the findings 
of WET to date and to introduce ideas for continued assistance. This report has be written to 
discuss those activities to date. It hrther provides statistics on PDAM visited and offers 
certain conclusions and suggestions for improving the performance of PDAM throughout 
Indonesia. We further encourage you to read carefully our suggestions for further assistance 
to PERPAMSI. In particular, the expended project we suggest fits nicely with PERPAMSI's 
new training foundation. 

I trust you will find our report informative. Should you have any questions, please advise. 

Sincerely, 
CHEMONICS INTERNATIONAL INC. 

cc: John Strattner. Vice President, Chemonics International. Washington, DC 
Rekha Lal, Project Administrator, Chemonics International Washington DC 



PURSE / WET PROJECT 
Private Parficipation in Urban Services - Water Efficiency Team 

United States Agency for International Development 

April 10, 2000 

Prof. Dr. Ir Benny Chatib 
PERPAMSI 
J1. Penjernihan I1 No. 27 B 
Jakarta 1021 0 

Subject: SECOND INTERIM REPORT - WET 

Dear Prof. Benny 

Enclosed please find our Second Interim Report for the above entitled Project. As you are 
aware, WET will be conducting a seminar on April 10,2000 to discuss the contents of this 
report and to report on the findings and statistical data related to our activities. Further we 
offer suggestions for expanded activities for WET. We believe these activities fit nicely with 
PEFWAMS17s new training initiatives and will assist many PDAM toward better service and 
more professional management, 

I trust you will find our report informative. Should you have any questions, please advise. 

Sincerely, 
Water Efficiency Team 

.. -. . . . Chief of Party 

cc: John Strattner. Vice President, Chemonics International. Washington, DC 
Rekha Lal, Project Administrator, Chemonics International Washington DC 


