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WATER SUPPLY AND SANITATION
ADRIATIC COAST

PHASE III
Water Supply and Sanitation Adriatic Coast III commenced by signing loan agreement with KfW on
07 December 2007. In this stage the Project was predominantly focused on wastewater sector in
order to upgrade and extent sewage systems in Herceg Novi, Tivat, Kotor and Bar. This stage
envisaged construction of the WWTPs in Herceg Novi and Bar with outfalls, rehabilitation and
replacement of the current sewerage systems, as well as construction of new parts of the system. A
smaller part of the Project was related to the water supply upgrade through rehabilitation of
current, and construction of new parts of the water supply systems.
Implementation of Phase III started in March 2008 and will end in 2017, and the estimated project
value is Euro 89 million.
Implementation of Phase III commenced with project preparation, and drawing up design and
tender documentation by consultancy JV DAHLEM/Pecher from FR Germany.

Tivat
Contract No TV-RB-02 -2010
Expected result
Contract value
Contract start date and end date
Employer

Construction of:
 17,6 km of sewage network
 14,6 km of water supply network
 6 large and 6 small pumping stations
Systematic upgrade of the water supply and sanitation system and
improvement of environmental conditions in the Bay of Tivat
€9,491 million
14 December 2011 – 31 December 2014
The Municipality of Tivat and PE ”Water and Sewerage“ Tivat
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Funding sources

Municipal budget - €3,954 million
KfW loan - € 5,381 million
KfW grant - €155.750

Role of Vodacom

Project Executing Agency (PEA)

Contractor

Ludwig Pfeiffer, FR Germany

Engineer

Dahlem FR Germany

PROGRESS
In November, Vodacom informed the Employer several times about the situation on the project when it
comes to the completion of the project with Pfeiffer. The Final Payment Certificate has been submitted
to Vodacom by the Engineer, but it has been returned back because it cannot be processed by Vodacom
prior to the Engineer's certification. In order to overcome current situation and complete the project
the Employer needs to make final decision regarding negotiations with Pfeiffer.

Herceg Novi
Contract No HN -YB-2010

Construction of the WWTP for 65.300 PE

Expected result

Systematic upgrade of the sanitation system and improvement of
environmental conditions in the Bay of Kotor

Contract value

€9,020 million

Contract start date and end
date

24 June 2012 – 12 June 2017

Role of Vodacom

The Municipality of Herceg Novi and the company “Drustvo za izgradnju
vodovodne i kanalizacione infrastukture u opštini Herceg Novi”
Municipal budget - €1,366 million
GoM contribution - € 1,349 million
KfW loan - € 6,304 million
Project Executing Agency (PEA)

Contractor

JV MASS/Gintas

Engineer

Dahlem FR Germany

Employer
Funding sources

ACTIVITIES:
Upon the termination of the Contract with Mass-Gintas due to the Contractor’s insolvency on 17
November 2017 as requested by the Employer (Drustvo za izgradnju vodovodne i kanalizacione
infrastrukture u opstini Herceg Novi) and implemented by the Engineer by sending the Notice to
terminate the Contract which entered into force on the same date, there were negotiations with the
former Contractor for the reinstatement of the contract.
There were several meetings attended by the Employer, Employer's legal advisors, the Municipality of
HN, Vodacom, ViK and the Engineer, and it was concluded that negototiations are not on the right track,
and that, therefore, it is also necessary to elaborate the option to declare negotiations unsuccessful. In
this respect the following has been agreed:
- Vodacom should give instruction to the Engineer to commence the preparation of tender
documents to select the new Contractor (or several contractors, depending on advantages
and/or acceptability of the methodology for selection by the Municipality);
- The Engineer should continue preparation of the Detarmination for the Employer’s interim
overall claim for the expenses for completion of works by the new contractor, that would serve
the Employer as a basis for encashment of guarantees, together with amount of Euro
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668,287.50 already determined for the Employer’s claim for delay damages.
In the Employer’s letters 05-332/18 and 05-333/18 of 08/11/2018 the Employer asked Mass-Gintas
to extend validity of Performance Guarantee and Retention Guarantee for additional 12 month,…“in
order to continue negotiations regarding the possible entering into settlement agreement and
reinstatement of the contract with Mass-Gintas (terminated on 17/11/2017)“.
Furthermore, in the letter No 05-341/18 of 12/11/2018 the Employer asked Mass-Gintas to deliver “a
detail explanation on the methodology or a mechanism envisaged to be used by Mass-Gintas in order to
make payments in Montenegro ”. These details were required to be delivered by 16/11/2018.
By the letter of 15/11/2018 Mass-Gintas stated that during the period when its account was blocked,
Mass-Gintas continued to make payments to his suppliers, pay salaries to the project's employees, pay
local taxes, import duties, etc. through their local company (Gintasmont) owned by Gintas and
imported goods and equipment in Montenegro through this company. Mass-Gintas also stated that they
planned to "continue with the injection of funds for the purpose of completing the project through
these methods that are fully in accordance with the law of Montenegro. In the meantime, we will be
able to speed up the debt settlement process to our creditors once the project becomes active again. As
explained on several occasions, final payment is the only means to force our creditors to complete their
activities and provide the necessary documentation for permits. We expect that within 3-4 months we
will be able to recover all debts and remove the blocking. "
The Employer responded by letter No 05-349/18 of 19/11/2018 noting that Mass-Gintas did not
submit extension of bank guarantees until 15/11/2018 as required, and stated that this was to be
interpreted as an unwillingness of Mass-Gintas to continue negotiations. The letter also states that by
that date Mass-Gintas did not proposed a legally acceptable method to settle its liabilities for the
preparation of the settlement agreement, nor it was prepared to timely settle its debts, and noted that
the circumstances now put it in a very difficult position in which outcome of negotiations becomes
devastating for the Employer, with a year that past from the termination of the contract and still
undefined solution.
Mass Gintas replied by letter MG-HN-M/19112018 dated 19/11/2018 by referring to his email dated
15/11/2018, informing that it had lodged a claim with his bank for extending the guarantees. The
letter also urges the Employer to reconsider its previous comments and to "elaborate a constructive
approach to achieve a peaceful solution for both sides".
In its letter of 20/11/2018, the Employer informed the Engineer of his final decision to terminate
further negotiations with Mass Gintas as Contractor on Project No 04-1471/12 and submitted copies of
the Employer's written decision and approval by the Municipality of Herceg Novi. He also stated that he
would "continue works with new contractors who will be selected by tendering procedure in which
preparation the Engineer is already participating." The Employer also asked for the preparation of
Determination as soon as possible. "
In its e-mail since 21/11/2018 Mass-Gintas has forwarded a copy of the SWIFT message to the
Employer, indicating that the Performance Guarantees and Retention Guarantees have been extended
until 10 December 2019.
On 21/11/2018 the Employer submitted the Engineer original of the letter No 05-325/18 dated
21/11/2018. with the instruction to forward it to Mass-Gintas. The letter states that "the Employer
cannot give additional time to the Contractor for the settlement of his creditor's claims" and that "the
Employer is no longer in a position to further extend the negotiations, awaiting the Contractor to
resolve the issue of the blocking and thereby postpone continuation of the works". The letter also
states that "The Employer has determined a precise but reasonable time limit for the Contractor to
extend the Bank Guarantees. Regardless of the fact that the Contractor has started the procedure of
extending the guarantees, he did not succeed to do that within a set time limit which the Employer
firmly insisted on. Taking into account the above-mentioned, as well as our previous letter (Ref. No. 054
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349/18), the Employer unfortunately notifies the Contractor of his final decision to terminate further
negotiations. "
The Engineer forwarded original of his letter to Mass-Gintas in Turkey, DHL, on 22/11/2018 with the
accompanying letter No 2395-LO-344. The letter was received by Mass-Gintas on 26/11/2018.
The Engineer (according to Employer’s e-mail dated 20/11/2018) issued a Determination on the
Employer’s claim, via DHL, from the Home Office in Germany to Mass-Gintas and Employer dated
23/11/2018. The letter was received by Mass-Gintas and the Employer on 26/11/2018.
The Employer informed the Engineer that his Legal Advisor had begun the process to activate the
Mass-Gintas bank guarantees at the Societé General Bank in Podgorica on 30/11/2018.
After Vodacom's instruction issued on 17/10/2018 to start preparing tender documents for the
remaining works, the first meeting was held at WWTP on 29/10/2018 between the Engineer,
Vodacom, and the ViK. The participants discussed on the advantages and disadvantages of announcing
public procurement for one general contractor or several smaller lots, and jointly concluded that a
general contractor would be the best option for the Employer. The Engineer prepared a first draft of
the time schedule to understand the interconnection between the division into lots and the deadline
for carrying out the works.
Dahlem's expert for mechanical works, Mr. Erdal Bahar visited Herceg Novi from 19th to 22nd of
November 2018, and with the assistance of the Resident Engineer carried out a comprehensive
inspection of the site with regard to above-described packages of works. The Resident Engineer with
Mr. Bahar visited home office of Dahlem in Germany in order to continue preparation of documents.
The first draft of the documents then prepared was forwarded to Vodacom on 30/11/2018 in order to
show progress achieved by the end of this reporting period.
Furthermore, Consultant sent draft Addendum No 39 to Vodacom on 30/11/2018. In accordance with
Vodacom’s proposal the Addendum includes one month of mandatory consulting services for period
01-31 December 2018 one optional month of consultancy services, that may be extended upon
expiration in accordance with the needs of consulting services.
PROGRESS:
There was no progress over this reporting period. Given that the Contract has been terminated, the
Employer is still independently managing the plant assisted by the EWEC Consultant.
PROBLEMS
Although JV MG has submitted its plan for the completion of the remaining works on the WWTP on 3
May 2018 envisaging beginning of activities on the plant on 01 June 2018 up to December 2018, there
are still no conditions fulfilled for the beginning of its implementation.
At meetings held in September (and earlier), discussions were made on the strategies for completing
the WWTP with the aim of achieving its full functionality. One possibility is to reactivate the contract
with JV Mass Gintas (opening a number of questions such as: whether this can happen in the near
future given the current pace of fulfillment of the initially agreed terms, whether JV Mass Gintas will
require additional conditions and/or claim additional funds in relation to the conditions agreed at the
beginning of the negotiations, etc.). Another possibility is to activate the JV Mass Gintas guarantees
(which expires on 10 December 2018), which would provide the necessary means to complete works
by third parties. In the event that the attempt to activate the guarantee fails, this would require a new
source of missing funds (KfW, or other). In parallel with this procedure, it would be necessary to
prepare a tender/s to select one or several Contractors for the remaining works, and to announce the
procurement procedure as soon as possible.
In this regard, the Employer has been advised that in parallel with JV Mass Gintas negotiations, it is
necessary to prepare tender documentation that would contain all the necessary activities and
equipment needed to complete the WWTP, in the event of failure of negotiations with JV Mass Gintas.
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Due to the poor state of decanters, significant wastewater discharges are possible. Significant problems
have also been noted on the grease scrapers as well as on the drinking water pipeline, and problems
with compressors and safety mechanisms are also possible.
Activities identified by EWEC Water consultant along with ViK, which should be undertaken in order to
remedy the problem at the plant, often need to be postponed for the following reasons:
- Lack of tools and equipment needed for repair;
- Absence and inaccessibility of spare parts and consumables;
- Budget constraints.
Due to the work of staff at the WWTP in shifts, there is also a problem reflected in the lack of
professional staff, that is to say that the plant is not "covered" by the full-time presence of experts in
different fields.
CLAIMS
There were no claims over this reporting period (November 2018).
The Contractor has sent the Notice of Claim, pursuant to sub-clause 20.1 of the Contract (Contractor’s
claims), which is related to irregular inflow of the effluent on the WWTP, and its unsatisfactory quality.
Given that the Notice of Claim sent to the Employer by the Contractor has not been elaborated in
accordance with FIDIC contract form, whereby it is incomplete, there are no grounds at the moment for
the Contractor’s claims.
On 22 November 2017 the Engineer issued Determination with the Employer’s claim for delay
damages of EUR 668,287.50 based on the Contractor’s Performance Guarantee (it is related to the
period of 84 days following the date of the inflow of wastewater to the WWTP, in accordance with the
Addendum No.9 of the Contract up to 17/11/2017 i.e. up to the termination of the contract).
A day earlier, on 21/11/2017 the Contractor received a provisional claim for the costs claimed based
on the Performance Guarantee and the Retention Money Guarantee. The total amount requested is
€1,131,442.54 (€380,361.62 additional costs estimated for the completion of works, as well as
€751,080.92 which represents the costs of repairs and execution of outstanding works).
By this claim the Employer reserves the right to withhold further payments to the Contractor until
determining the costs of execution, defects removal, delay damages and all other costs incurred by the
Employer.
GUARANTEES:
 Advance payment Guarantee – repaid advance payment, no guarantee
 Performance Guarantee - valid until 10/12/2018
 Retention Money Security – valid until 10/12/2018
PAYMENTS
There were no payments during this reporting period.
The total amount paid (including advance payment with VAT): 9,955,055.22€
KfW’s loan (Phase III) 2,863,000.00 €
KfW’s loan (Phase IV) 3,441,000.00 €
Municipal contribution 711,664.36€
Municipal contribution (VAT) 1,589,462.59€
GoM's grant: 1,349,928.28 €
PLANS FOR FUTURE PERIOD
JV MG is expected to carry out necessary activities in order to fulfill the Employer's requirements,
whereby the preconditions for the Settlement Agreement would be achieved.
EWEC Water GmbH is expected to deliver the remaining documents envisaged by the contract.
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Herceg Novi
Contract No HN-RB-012010

Construction of:
 35,3 km of water and sewage network
 11 pumping stations and a sea outfall

Expected result

Systematic upgrade of the water supply and sanitation system and improvement
of environmental conditions in the Bay of Kotor

Contract value

€18,522 million

Contract start date and
end date

25 August 2012 – 17 February 2015

Employer
Funding sources

The Municipality of Herceg Novi and the company “Društvo za izgradnju
vodovodne i kanalizacione infrastukture u opštini Herceg Novi”
Municipal budget - €0,926 million
GoM contribution - € 2,923 million
KfW loan - € 14,517 million
KfW grant - €0,156 million

Role of Vodacom

Project Executing Agency (PEA)

Contractor

Celtikcioglu, Turkey

Engineer

Dahlem FR Germany

ACTIVITIES
In November 2018, the Contractor carried out activities on the following sites:
• PS Bijela West: repair works on manholes;
• CCTV, preparatory works; flushing and cleaning of pipelines, Zelenika;
• Delivery of as-built drawings and maintenance of PS Zmijice, PS Kumbor, PS Kumbor North;
• Water supply network and geodetic survey of as built conditions;
• Promenade and repair of stone slabs on the promenade.
In order to monitor the project status and the attempt for concluding settlement agreement, there was
one preparatory meeting (08/11/2018) and two management meetings (09/11/2018 and
19/11/2018), and with the aim of monitoring the project activities there were two progress meetings
(05/11/2018 and 12/11/2018).
PROGRES
The progress achieved by the Contractor in November 2018 was as follows:
 Rehabilitation of the manholes on the Riviera section - a total of 175 pieces, and 15 pieces within
this reporting period;
 There was a closing detail review of electrical installations on the PS in the Rivijera section;
 There were cleanings and preparations for the CCTV in Bijela – shipyard area and Zelenika.
PROBLEMS
Over this reporting period the Contractor has not carried out testing of pipelines, nor CCTV which is a
serious problem bearing in mind the time for completion which is jeopardized by such a manner of
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work. It is unrealistic to expect that the remaining works will be completed by the end of the time limit
envisaged by new revised time schedule of the Contractor (until 27 October 2018), bearing in mind the
fact that there was remaining cca 1.9 km of pipeline to be tested, and cca 6,7 km of CCTV and cca 20
manholes that require certain rehabilitation.
The Contractor has still not completed works from the “snag list“ of the priority section, nor he
submitted requested documents: as built designs, and guldelines for operation and maintenance of
equipment on the priority section.
The Engineer asked the Contractor several times to adjust the most recent time schedule, however the
Contractor has not submitted the revised plan in this reporting period.
The next set of problems occurred when the Contractor (due to the Employer’s decision not to pay the
IPC No 13 in the amount of Euro 3,196,472.13) become entitled to suspend the works, terminate
contract and and receive additionl funds due to delays in payment.
CLAIMS
On 2 March 2018, the Contractor lodged their first Final Interim Overall Claim containing 9 risk
events totalling EUR 6.44 million, and a claim for EoT for 958 calendar days (with the announcement of
the extension of the EoT for additional 114 calendar days pertaining to the construction of DTS
10/0.4kV to the PS Kumbor North).
Upon the request of the Engineer, this request was updated and delivered on 22 March 2018. In the
Update of Fully Detailed Overall Claim, the Contractor claims EoT for 1,129 calendar days and the total
amount of additional payment of EUR 7,6 million.
During April 2018, the Engineer conducted consultations with the Contractor and the Employer based
on a preliminary Determination (under Sub-clause 3.5 of the FIDIC Contract) pertaining to the
Contractor's first updated claim. Both parties have confirmed their willingness to start negotiations
(already in late May) and reach agreement regarding this issue.
On 22 June 2018 the Contractor submitted their second Final Interim Overall Claim which is related
to the delay in submission of the Decision for connection of DTS “Kumbor 3” 10/04Kv (that will supply
electricity for PS Kumbor North ) to the existing medium voltage network. By its Claim the Contractor
requires the extension of the Time for Completion for additional 92 days and an additional payment of
Eur 634,387.23.
The first negotiation meeting for the attempt of reaching agreement regarding the Contractor’s claims
was held on 18 May 2018, while the second one was held on 30 May 2018. The third meeting is
envisaged to be held in mid-June 2018.g. This meeting was held on 20/21 June 2018. These negotiations
were not successful, as stated by the Contractor, and therefore the Engineer is obliged to submit its final
Determination in accordance with the FIDIC sub-clause 3.5.
On 30 July 2018, the Engineer submitted its Determination decision in accordance with FIDIC subclause 3.5, which is divided into three sections:
- Section I, the Engineer has considered 11 critical events for the Employer to find that the Contractor
has the right to extend the Time for Completion for 1266 days. Thereby, 6 August 2018 was set as the
deadline for completion;
- Section II, the Engineer has made an assessment and found that the Contractor is entitled to a
compensation for 533 days (from the total of 1266 days).
- Section III, based on the previous assessment, the Engineer calculated using the appropriate formulas
for the Contractor’s costs (overhead expenses of the branch office, site overhead expenses, etc.) that the
Employer is obliged to pay the Contractor: 3,196,472.13 €
On 28 August 2018 the Contractor delivered their third Final Interim Overall Claim that contains two
events (untimely connection of pumping stations in the Riviera section to the power supply by CEDIS,
and the prohibition of works execution over the summer tourist season, in accordance with decisions
issued by the municipal police) in the total amount of Eur 0.588 million, and the request for extension of
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the time for completion of 86 calendar days (as compared to the most recent set deadline of 6/08/2018
in accordance with the Engineer's decision and the Contractor's claims 1 and 2).
The Engineer has scheduled a consultation meeting with both parties of the Contract, regarding this
Claim No.3 of the Contractor, which was held on 11/10/2018. On 24/10/2018 the Engineer has
declared the negotiations on claim 3 unsuccessful and started drafting the Determination in accordance
with Article 3.5 of the Agreement as the Employer and the Contractor have not submitted any comment
until 22/10/2018 in accordance with the agreement from the meeting.
On 12/10/2018 the Contractor sent a notice of claim due to consequences of suspension announced in
September 2018. The Contractor submitted its detailed claim with the letter CEL-1426-591-DCE dated
16/11/2018. The claim is provisional and covers the period from 08/10/2018 to 19/11/2018. This
claim is currently under review of the Engineer.
GUARANTEES:
 Insurance policy for works- expires on 31/12/2018
 Advance payment Guarantee – expired on 01/06/2017 – the advance has been repaid
 Performance Guarantee - valid until 31/12/2018
 Retention Guarantee - valid until 1/09/2018
VO
There was no VO within this reporting period.
PAYMENTS
There were no payments during this reporting period. IPC 22 was submitted for payment on 19 July
2018.
On July 20, 2018, the Contractor submitted the IPC 23 for certification and payment (in accordance with
its Claim No 1 and No. 2) in the amount of €9,964,960.52. On 31 July 2018, after the review, the
Engineer approved a payment of € 3,196,472.13. This IPC was delivered to the Municipality on
27/08/2018.
On 27/10/2018 the Contractor has provided the Employer with its IPC No 24 in the amount of Eur
723,961.21 excluding VAT. This IPC contains the amount of Eur 433,055.94 for the drainage of
trenches, and the Contractor has not previously asked the funds for these works. The Engineer’s review
is in progress.
Payments to date(without IPC 22):
Total paid amount (including advance payment and VAT): 20.241.241,68 €
GoM: 2.923.000,00 €
KfW’s grant 155,750.00 €
KfW’ s loan (Phase III) 5.876.981,23 €
KfW’ s loan (Phase IV) 6.083.105,39 €
KfW’ s loan (Phase V2) 1.455.571,87 €
Municipal contribution 399.590,34€ for asphalt works
Municipal contribution (VAT) 3.347.242,85 €
PLANS FOR FUTURE PERIOD
During this period, it is planned to continue works on manhole reparation in the Riviera section,
flushing and cleaning of pipelines so as to carry out CCTV inspection in the Riviera section. Delivery of
the as-built designs. Due to the partial suspension of the works, there may not be expected to have a
more significant progress over the following period.
9

Joint Service and Coordination Company for water supply
and wastewater disposal for the Montenegrin coast and the Municipality of Cetinje

Bar

Contract NoBR-RB-01-2010

Expected result
Contract value
Contract start date and end date
Employer
Funding sources
Role of Vodacom
Contractor
Engineer

Construction of:
 5,8 km of water supply network, and
 19.2 km of faecal sewage network
 1km of stormwater sewage network
 1 pumping stations with the construction of new sea
outfall “Sutomore”
 1 reservoir “Susanj 2“
Systematic upgrade of the water supply and sanitation system
and improvement of environmental conditions
€8,513million
26 February 2016 – 26 February 2018
The Municipality of Bar and PE “Water and Sewerage“ Bar
Municipal budget - €0,705 million
KfW loan - € 7,652 million
KfW grant - €0,156 million
Project Executing Agency (PEA)
MPP Jedinstvo, Sevojno
Dahlem FR Germany

ACTIVITIES
All works from the snag list have been completed, and the Contractor is preparing the Statement at
Completion. The DNP period is in progress. On B26 water supply pipeline along the promenade Ivo
Novakovic, connections for three houses reported to the Contractor as a defect, have been repaired.
PROGRESS
The Contractor is preparing the Statement at Completion..
PROBLEMS
Consultations regarding claims.
VO
There were no issued Variations over the reporting period.
CLAIMS
The Contractor submitted Claim No 3 on 26/06/2018, claiming for the extension of time for
completion due to the damage on the UPS unit on the reservoir Susanj 1. The Engineer has prepared
Addendum No 7 and all stakeholders provided their consent to the prepared Addendum (including
KfW as well). The Addendum No 7 is expected to be signed in the following period.
The Employer's claim for delay damages:
The Employer has authorised the Engineer to issue a Notice in accordance with sub-clause 2.5
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[Employer’s Claims] pursuant to sub-clause 8.7 [Delay Damages]. The Notice was submitted on
20/07/2018 supported with the letter 2395-LO-783-H-3, and since then there were no additional
instructions to the Engineer by the Employer.
Additional Notices to Claim:
On 24/08/2018 the Contractor delivered its Notice of Claim No 7 for the alleged delay caused by the
competent authorities/changes in the legislation for the import and delivery of work and safety
equipment in connection with the VO 12.4. The Claim itself has not been delivered.
GUARANTEES:
 Payment Guarantee - valid until 11/04/2019
 Advance payment Guarantee – valid until 31/07/2018 (there is no need for extension
because the advance payment has been repaid)
 Performance Guarantee - valid until 31/05/2019

Bar
Description of the Project
Expected result

Construction of the water supply system for settlements Polje, Zaljevo,
St. Ivan and Mala Volujica, and construction of the sewage PS Volujica
with pressure pipeline
Systematic upgrade of the sanitation system and improvement of
environmental conditions

Contract value

€2,674 million – new concept measures

Employer

The Municipality of Bar and ViK Bar

Funding sources

KfW loan – Phase III Eur 2,522 mil and the Municipality's share of Eur
0.152 million

Role of Vodacom

Project Executing Agency (PEA) (Project Management)

Implementation Consultant
Phase III

Dahlem FR Germany

Since the remaining unused funds from Phase III (originally due to be spent by the end of this year),
Addendum No 6 for additional works was signed (with the company Jedinstvo, which has performed
works in Bar so far). Project measures envisage improvement of water supply for Polje, Zaljevo, St. Ivan
and Mala Volujica settlements and the construction of the Volujica pump station (which is linked to the
main sea outfall in Bar). The total value of these works is about EUR 2.6 million and the deadline is
January 2020.
ACTIVITIES
Over this reporting period there were following meetings performed to enable smooth implementation
of the nominated priority measures:
On 07/11/2018 there was a meeting in ViK Bar in connection with PS Volujica project (section 2.1); on
29/11/2018 there was a meeting in the Municipality of Bar with the President of the Municipality and
his associates on the status of existing project activities and utilization of the available KfW funds for
continuation of future project activities. It was concluded that for the time being the existing project
activities are being carried out in accordance with acceptable pace, and that there may be discussion
regarding continuation of future project activities after production of the location study for
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implementation of WWTPs in Bar.
The section 1 of works (pipeline to St. Ivan) continued and the pipeline was completed. The taking-over
may be carried out, in accordance with the plan, in December 2018. Section 2.1 PS Volujica commenced
on 02/10/2018 together with the section 2.2 water supply sistem for the settlement Zaljevo. Project
meeting regarding the section 2.1. was held on 07/11/2018 but the takong over of the project has not
been done over this reporting period. On the section 2.2. excavation was completed for the reservoir
and lean concrete has been laid. An excavation for the measurement control unit has started.
PROGRESS
Section 1 - Pipeline to St. Ivan: a total of 650m out of a total of 650m has been installed
Section 2.1 - PS Volujica: Commencement date – 02/10/2018; right to access the site in the Port of Bar
has been granted; preparation of the project is underway, however with a certain delay;
Section 2.2 – Water Supply Zaljevo: The Commencement date was 02/10/2018; excavation for the
reservoir has been completed;
Performance Guarantee was delivered and approved (for sections 2.1 and 2.2)
Advance payment Guarantee submitted and approved (for shares 2.1 and 2.2)
PAYMENTS
On 22/10/2018 the Contractor has submitted a request for payment No 13 for the advance payment for
works under Addendum No 6. On 24/10/2018 the Engineer approved the amount of Eur 534,954.05 in
the IPC No13 which is due on 12/11/2018. The IPC No13 was paid on 27/11/2018.
Payments made to date:
Total paid amount (including advance payment): €8,136,128.05:
KfW’s loan (Phase III) €7,432,393.16
KfW’ s grant €155,750.00
Municipal contribution (excluding VAT)€547,984.89
Municipal contribution (VAT) €121,381.12

Bar
Contract NoBR-RB-01-2010

Expected result
Contract value
Employer
Funding sources

Construction of the WWTP for PE 30,000 in Sutomore,
construction of the sewage network in Sutomore, and water
supply network in Susanj, rehabilitation of the existing sea
outfall Volujica, and construction of the water supply network
in the settlements on the south of Bar:
Systematic upgrade of the water supply and sanitation system
and improvement of environmental conditions
€12,4 million
The Municipality of Bar and PE “Water and Sewerage“ Bar
Municipal budget - €0,453 million (preliminary data)
KfW loan - € 10,0 million (of which € 1,0 million is a grant
channeled by MF )
MF grant within Phase V2 - €2,0 million
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Role of Vodacom

Project Executing Agency (PEA) (Project Management)

Implementation Consultant, Phase III

Dahlem FR Germany

Since the Municipality of Bar had previously decided to postpone all activities related to the
construction of WWTP on Volujica (68,600 PE, about Euro 12.4 million) due to land ownership
problems and some conceptual dilemmas, a new project stage commenced in April that involves the
creation of "the location study for the construction of the WWTP in the Municipality of Bar". KfW has
secured a grant provided by the German Government for the development of this document, and we
expect this Study to assist the Municipality to make a final decision on the continuation of
investment activities regarding the WWTP.
ACTIVITIES
Upon finalization of the tender document, because of the lack of time it is envisaged to implement a
direct award procurement procedure, by inviting currently engaged consultants (Dahlem, Fichtner,
GKW) to provide their bids. There were two bids submitted on this tender (from Dahlem and
Fichtner ) .
Upon Completion of bid evaluation procedure, the contract was signed with Fichtner as successful
bidder.
The kick-off meeting between Fichtner and the Municipality, ViK and Vodacom is scheduled for
03/12/2018.

Kotor
Description

Construction of :
 34,2 km of water and sewage network and
 5 pumping stations in Kotor

Expected result

Upgrade of water supply and sanitation system and environmental
conditions in the Bay of Kotor

Contract value

Euro 6,771 million excluding VAT

Contract start date and end date

20 July 2011 – 15 June 2013

Employer

The Municipality of Kotor and PE ”Water and Sewerage“ Kotor

Role of Vodacom

Municipal budget - €0, 545 million
GoM contribution - € 1,341 million
KfW loan - € 4,821 million
KfW grant - €155.750
Project Executing Agency (PEA)

Contractor

MPP Jedinstvo, Užice

Funding sources
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Engineer

Dahlem, FR Germany
ALL WORKS ENVISAGED BY THIS CONTRACT ARE COMPLETED AND
DEFETCTS LIABILITY PERIOD HAS EXPIRED.

PHASE IV
Water Supply and Sanitation Adriatic Coast IV encompasses construction of a joint WWTP for Kotor
and Tivat for 72 000 PE.

Kotor & Tivat
Description
Expected result
Contract value
Contract start date and
end date
Employer
Funding sources
Funding sources
Role of Vodacom

Construction of a Joint WWTP for Kotor & Tivat for 72.000 PE
Systematic upgrade of the water supply and sanitation system and
improvement of environmental conditions
€10,266 million
23 January 2015 – 20 June 2016
PE ”Water and Sewerage“ Tivat and Kotor
KfW loan Euro 10,193.00 million
Municipality's contribution Euro 73,751.00
KfW loan
Project Executing Agency (PEA) (Project Management)

Engineer

GKW, FR Germany

Employer

WTE, FR Germany

PROGRESS:
In November, the correspondence continued between the Employer, Vodacom, the Engineer and the
Contractor. The IPC received by the Contractor that includes additional year of OSP for the WWTP was
processed, although the contract for this additional year has not yet been signed. In addition,
Addendum to the contract for additional OSP has still not been delivered, and as we have been
informed it is necessary to obtain final results of negotiations between the Employer and the
Contractor in order to prepare the final Addendum. Negotiations meeting is scheduled for
06/12/2018 to discuss sludge transport from WWTP, O&M of the WWTP over the additional OSP, a
well as repair of defects identified at the WWTP.
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WWTP for KO &TV

PHASE V (Component 1)
Water Supply and Sanitation Adriatic Coast V (Component 1) is aimed at improving water supply
and sanitation system in Ulcinj, implementation of immediate investment measures in Kotor, Tivat,
and Herceg Novi, and construction of the sludge solar drying plants for Kotor, Tivat, and Herceg
Novi.

Ulcinj- Investment project
Description

Stage I of the upgrade of water supply and sanitation
infrastructure in Ulcinj:
 Selection of the Implementation Consultant
 Supply of installation material

Expected result

Systematic upgrade of the water supply and sanitation system
and improvement of environmental conditions

Contract Value

cca. € 20 million

Duration

2012

Funding Sources

KfW loan from Phase V, municipal budget of Ulcinj

Role of Vodacom

Project Management and Partner to the Consultant

15

Joint Service and Coordination Company for water supply
and wastewater disposal for the Montenegrin coast and the Municipality of Cetinje

PROGRESS
1. Inception stage - Implementation Consultant in Ulcinj
Upon the completion of the tender procedure, a contract with the Consultant Hydrophil from Vienna
was signed on 3rd of August 2016 in Ulcinj. The contract start date is 1st of September 2016.
The project is envisaged to be implemented in 3 stages. The first and second stage of about 18 months
imply preparation of the detail design for reconstruction and extension of water supply and sewerage
infrastructure and implementation of the tender procedure for the engagement of the Contractor. The
2 year long third stage refers to the supervision of the construction works.
As for the water supply system the detail design will include rehabilitation of karst springs and
pumping stations, reservoirs and break pressure chambers, construction of reservoirs Djerane,
Brajsa, installation of measuring points and SCADA system, construction of new pipelines with a focus
on the main and distribution network of Donji Stoj. Smaller amount of funds will be committed to the
wastewater system, for the rehabilitation of sea outfall Djerane, and faecal and storm water sewers
downtown Ulcinj.
A risk for the successful implementation of the project may be slowness in fulfilling milestones 2 and
3 defined at the beginning of the investment phase in Ulcinj, and related to the reduction in the
number of employees (to 120 prior to tendering the works contract - March 2017, and to 100 before
signing thereof – in early 2018), 100% coverage of operating costs of the VIK, and the settlement of
outstanding liabilities towards Vodacom. Current number of employees in the VIK is 126.
KfW representatives pointed out that the achievement of these milestones is an imperative, given that
the issue is about crucial items for the sustainability of Euro 20 million investments.
The Municipality and the Designer, the Consultant (Hydrophil and Pro-Ing) were engaged in
eliminating all shortcomings pointed out by the reviewer, and submitted in August, through the
second cycle of the review, and all necessary amendments to the documents (related to Decisions,
ToRs) were completed by 18 September 2018.
The Designer submitted complete documentation (a total of 57 project measures) to Vodacom on 19
September 2018, and after being reviewed by Vodacom's expert services it was forwarded to the
Reviewer on 21 September 2018 for the third cycle of review.
Within the KfW mission to Montenegro, on 20 September 2018, there was a meeting with the
representatives of the Municipality, ViK, KfW, and Vodacom, as well as with representatives of the
Designer and the Reviewer, regarding the current situation with problems and conditions as well as
planned dynamics for completion procedures: review of project measures, tender documents and
tendering procedures. The representatives of the Municipality and the ViK introduced the attendees
with the planned reduction in the number of employees of the ViK, as well as the increase in the
number of customers, which positively affects the financial situation of the ViK.
On 17/10/2018, the Reviewer submitted his final revised bid for the third cycle of the design review
in the amount of Euro 37,744.50. The Ulcinj Municipality submitted its consent on 24/10/2018. This
approval was a condition for Reviewer to continue with the final review of the project documentation,
in order to complete the reviewing procedure. In accordance with the proposal, the Reviewer should
submit its report at the beginning of December 2018.
On 23/10/2018 the relevant body in charge for the preparation of the Conditional Land Allotment
Study submitted to the Municipality the first part of this study, which covered KO (Cadastral
Municipality) Mide, Leskovac, and Pistula.
At the end of the reporting period, the responsible Reviewer submitted a request for clarification and
specifying the type or types of work to be performed on 16 structures, given that the project
measures included discrepancies of the technical and general documents (zoning and technical
secifications (UTU), Decisions, etc.).
On 13 November 2018 there was a meeting attended by all stakeholders that resulted in solving a
dilemma regarding classification of certain detailed designes (adaptation, reconstruction, new
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construction) indicated by the responsible Reviewer last month. At this meeting it was agreed about a
precise time schedule of remaining activities of the responsible Reviewer and the Consultant
(submission of documents to the bodies in charge of technical specificatios, re-packaging of design
documentation in accordance with the new Rulebook, etc.).
On 20/11/2018 there was a meeting with represntatives of the Municipality and Vodacom which
resulted in the agreement about required activities and their sequence in order to complete the
expropriation procedure envisaged by the Incomplete Land Allotment Studies. At the same date
Vodacom received the third part of the Incomplete Land Allotment Study. As explained by the
company in charge for the preparation of the Study this is also tha final part by which the contractual
obligation to prepare the Study is completed. By the end of this reporting period the responsible
rewiewer addressed Vodacom stating that by the review of the deliveded parts of the Study it has
been find out that the Study does not cover cadastral municipalities Klezna, Brajsa, Fraskanjel, and
Ulcinj field. This request has been forwarded to the Employer, and it is expected to receive the official
response from the company in charge for the preparation of the Study.
On 26 November 2018, the Consultant submitted the proposal of Addendum 2 of the original
Contract, which content, and particularly the offered price of additional services has not been
approved by Vodacom. Additional services subject to change of the Rulebook on the manner of
production and the contents of the technical documentation for the construction of structures
(Oddicial Gazette of Montenegro 044/18 of 06/07/2018) imply modifications of documentation,
according to Articles 7, 8, 9, 10 and 13 of the Rulebook (repackaging of documentation, adaptation of
the graphic and textual part of the documentation ,etc.)
On 29 November 2018 the responsible Reviewer submitted reports for 14 project measures that
were made in accordance with the Decision on the Construction of local facilities of General Interest.
PROBLEMS
The number of employees in ViK is still above 120 (126 employees). Although the Management
Board of ViK Ulcinj has adopted the systematization of the workplaces to 100 (which means that the
conditions for reduction of the number of employees have been acquired), it is certain that without
the significant assistance of the Municipality, a milestone for reduction of the number of employees to
120 will not be fulfilled, which is a prerequisite for tendering, i.e. for continuing implementation of
investment project.
In view of the Project, the number of employees in ViK Ulcinj i.e. 120 employees up to August 2017
(requirement for the selection of the Contractor), and 100 employees (before the contract signing).
remained the only milestone that has not been achieved for continuing the investment project in
Ulcinj.
As noted by the Director of ViK Ulcinj in the past couple of months, on 19 March 2018, Vodacom
received a letter requiring Vodacom to revise the conditions set at the meeting on 5 August 2013
(MoM Part II - Investments in Ulcinj) in item 5 "Milestones for implementation of Investment
Measures" - "Milestone No.3 (to be achieved before the award of works contracts)" so as to agree
with the reduction in the number of employees to 110 instead to 100. The letter also mentioned
improvements in the performance of the ViK over the past period from 2013 to 2017, as well as an
increase in the number of new consumers by 1000 as compared to the number registered in 2013.
This letter was forwarded to KfW for the final decision.
In addition, ViK Ulcinj has been faced with an additional problem: the lack of qualified employees,
especially in the technical sector, which brings into question the ability of ViK to monitor and
implement future investments in a high quality manner.
In late November 2018 the responsible rewiewer addressed Vodacom stating that by the review of
the deliveded parts of the Incomplete Land Allotment Study it has been find out that the Study does
not cover cadastral municipalities Klezna, Brajsa, Fraskanjel and Ulcinj field. This request has been
forwarded to the Employer, and it is expected to receive the official response from the company in
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charge for the preparation of the Study. Beginning of the expropriation procedure will depend on the
response to the above request that is supposed to be provided by the company in charge for the
preparation of the Study.
PLANS FOR UPCOMING PERIOD:
It is expected to receive final response to the request of the responsible rewiewer by the company in
charge for the preparation of the Incomplete Land Allotment Study. It is necessary to reach
additional agreements with the Consultant regarding contents and the offered price for additional
services indicated in the Addendum 2 so that it can be signed by the end of December 2018. In early
December 2018 the responsible reviewer is supposed to deliver design measures to the bodies in
charge for technical specifications (a total of 15), while draft reports for the remaining design
measures should be delivered by mid-December 2018. The Municipality is supposed to complete
required preparations for the beginning of the expropriation procedure.
Supply of installation material
The Contract for the supply of water meters and installation material for ViK Ulcinj became effective
on 18 December 2015, as of the signing date by the ViK Ulcinj, on the one hand, and the Contractor JV
CMC Controlmatic Commerce doo Herceg Novi & CMC Ekocon doo Buzet, on the other hand.
Following to the payment made to the Contractor, the material has been delivered to ViK Ulcinj.
The Contract amounted to Euro 269,991.15 involves the purchase and delivery of spare materials and
equipment for daily operations in the ViK Ulcinj. The issue is about supply of new water meters and
calibration of existing ones.
Materials and equipment have been supplied, and calibration of all water meters was completed. The
Contractor has fulfilled all its contractual obligations towards the ViK. In January, Vodacom certified
the Final Payment and forwarded it to KfW. The final report on the aim and effects is completed and
forwarded to KfW, the Municipality of Ulcinj and the ViK.

Kotor, Tivat, Herceg Novi
Description
Expected result

Value

Commencement date and
end date

Implementation of urgent investment measures for Tivat, Kotor and
Herceg Novi
Implementation of urgent investment measures in water supply and
sanitation system and improvement of environmental conditions
Tivat - Contract with Jedinstvo for mandatory works - €1,912,970.21;
Optional works - €845,079.3
Kotor - Contract with Jedinstvo for mandatory works € 734,704.07;
Optional works €152,817.43
Tivat – 15/01/2018, 456 calendar days, including interruption during the
tourist season from 01/06 to 01/09
Kotor - 5/02/2018, 243 calendar days, including interruption during the
tourist season from 01/06 to 01/09

Employer

ViK Tivat and ViK Kotor

Funding Sources

Tivat – KfW loan Phase IV in the amount of € 174,171 and Phase V2 in the
amount of €2,583,879.00
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Kotor - KfW loan Phase IV in the amount of € 615,900 and the own
contribution of the Municipality of Kotor in the amount of €271,621.00
Role of Vodacom

Project Executing Agency (Project Management)

Consultant

Fichtner

Contractor

MPP Jedinstvo

PROGRESS
In October there were regular progress meetings to monitor weekly work of the Contractor on the
sites i Kotor and Tivat.
GUARANTEES LOT 2-Kotor:
 Payment Guarantee - valid until 28/07/2018, i.e. 15/11/2018 (Addendum 1)
 Advance payment Guarantee – valid until 31/10/2018
 Performance Guarantee - valid until 31/10/2019
PAYMENTS LOT 2-Kotor:
Payments made to date:
Total paid amount (including advance payment): €374.200,75;
KfW’s loan (Phase IV) €306.041,95;
Municipal contribution (excluding VAT) €55.543,12;
Municipal contribution (including VAT) €12.642,67.
There was no significant improvement in the works in Tivat Municipality compared to the previous
month, while the weekly progress on the works is very slow, from 20 to 30 m on the weekly level.
There was another test blasting at the site in the settlement Krasici in the most narrow part of the
street in order to have an insight on the impact of mining to the surrounding structures. The test
blasting was done on 2/11/2018 and the full Study is expected to be delivered by the Contractor, so
that the works can start on that site.
In the Municipality of Kotor, the works are coming to an end. There are testing on multiple locations
and testing of newly installed network so that it could be connected to the water supply system. On
the progress meeting on 02/11/2018 the Employer was informed by the Contractor that the sewage
pump will not be delivered in the current year and that they have received a Notification from the
suppliers only on 30/10/2018. The pump was supposed to be delivered on 27/10/2018. The
remaining works on the sections in the Municipality of Kotor, as well as additional works in Grbalj are
expected to be completed by the end of the current year. There are regular progress meetings for
both municipalities.
GUARANTEES LOT 1 - Tivat :
 Payment Guarantee - valid until 26/02/2019, extended by Addendum 1 until 02/04/2019
 Advance payment Guarantee – valid until 27/06/2019
 Performance Guarantee - valid until 27/06/2020
PAYMENTS LOT 1- Tivat:
Payments made to date:
Total paid amount (including advance payment): €1,140,778.26:
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KfW’s loan (Phase IV) €174,171.33
KfW’s loan (Phase V2) €966,606.93
Municipal contribution (VAT) 0 €

Kotor, Tivat, Herceg Novi
Description

Construction of Sludge Solar Drying Plants for Kotor, Tivat and Herceg Novi

Funding sources

KfW grant for project preparation
KfW loan for investments

Consultant

Consultant for project preparation - Dahlem

PROGRESS
The implementation of the SSDF has been postponed for the time being due to lack of costeffectiveness caused by smaller quantities of sludge produced at the WWTP as compared to the
anticipated ones.
Over the following period the Municipality of Kotor and the Municipality of Tivat should harmonize
and adopt a common attitude regarding solving the sludge disposal problem.

PHASE V (Component 2)
Water Supply and Sanitation Adriatic Coast V (Component 2) is aimed at systematic upgrade of the
water supply and sanitation system and improvement of environmental protection conditions in
Kotor, Tivat, and Herceg Novi.

Kotor, Tivat, Herceg Novi
Description

Water Supply and Sanitation Adriatic Coast

Role of Vodacom

Systematic upgrade of the water supply and sanitation system and
improvement of environmental conditions
Implementation of long-term investment measures for TV, KO, HN
Development of Feasibility Study
PEA-Project Management

Consultant

Consultant for design preparation, Fichtner

Start date

July 2014

Expected result
Project Description

PROGRESS
Implementation of long-term investment measures for TV, KO, HN
The PQ procedure was finalized in April 2017, and following the evaluation procedure, there were 5
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pre-qualified companies that need to submit their technical and financial bids. In late May, the
Tender Agent responsible for the preparation of the ToR has submitted draft document for
comments and suggestions.
In accordance with KfW comments, the measure of rehabilitation/re-cultivation of the dumpsite
Lovanja (in the territory of the Kotor and Tivat municipalities), and closed sanitary landfill Lovanja
(Kotor territory) using sludge from WWTP Tivat/Kotor is included in the ToR for the
Implementation Consultant that will be responsible for preparation of design documents and tender
document, while the implementation of this measure, i.e. the supervision will be the optional item.
It is necessary that all three municipalities provide their approval of the ToR before the continuation
of the tender procedure.
The measure for the construction of the sewerage network for Risan and Perast settlements
(including transmission sewage pipeline leading towards the settlement Muo) was, nominated by
the Municipality of Kotor in cooperation with MoSDT for a grant support under the 3rd Call for
Proposals by the Western Balkans Investment Framework (WBIF). This project received a positive
opinion in the screening process carried out by the European Commission. The final decision
regarding approval of this grant will be made by WBIF in December 2018 at the meeting of the
Steering Committee.
The ToR for Risan/Perast has been extracted from the ToR for Kosultant for implementation of
Phase V2 - long-term measures. Addendum No 4 envisages preparation of ToR for Risan/Perast
water and sewerage network (including the transmission pipeline to the settlement Muo), and as an
optional measure of the given Addendum, it is envisaged to develop ToR for reconstruction and
improvement of the water supply system at the Muo-Prcanj-Stoliv section. Addendum No 4
contracts for provision of consultancy services or the design of ToRs for the said investment
measures was signed with Consultant Fichtner Water & Transportation GmbH.
The final version of the Tender Document will be submitted to the shortlisted companies (5 prequalified consultants), upon receipt of approval of the ToR by all Municipalities and KfW, together
with a call for technical and financial tender submission.

Kotor, Tivat, Herceg Novi
Description of the project

Accompanying Measures: “Sustainable Operation of WWTPs”

Project aim

The long-run proper management of the WWTPs

Value

2 mil. €

Start date

August 2015

Funding sources

KW’s grant

Role of Vodacom

PEA

Upon the initiative of Vodacom, KfW has engaged an expert to make an appraisal of the specific
needs and basic information for Accompanying measures for the sustainable operation of WWTPs in
the coastal region of Montenegro, being financed under the German Financial Cooperation with
Montenegro, through KfW.
Accompanying measures financed from KfW grant consist of three components:
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1. Implementation of the training program for the staff for the O&M of the WWTP and
sewerage systems.
2. Support by international experts provided to Municipalities, ViKs, Ministry and
Vodacom in connection with urgent aspects related to the sustainable operation of
the WWTP, of which the most recognized problem is disposal of the sludge, and
defining the operation model for WWTP Tivat/Kotor.
3. Supporting the establishment of the Service for regulated communal activities as a
new sector within the Regulatory Agency for electrical energy, and establishment of
the proper tariff methodology.
With regard to solving sludge disposal issue from WWTP Tivat/Kotor, the best and the most costeffective option for WWTP Tivat / Kotor proposed by the Consultant is the construction of SSDF
with recultivation of old landfills, dumpsite Lovanja (at the territory of Kotor and Tivat) and closed
sanitary landfill Lovanja (territory of Kotor) with the use of sludge and soil.
As a possible manner of implementing the recultivation/rehabilitation Project, it has been
established that the Local Waste Management Plan should provide the basis for the implementation
of the given project, and it is necessary to envisage the use of the treated sludge for the
rehabilitation of landfills and dumpsites, after which the Consultant for Phase V2 Implementation
will prepare recultivation/rehabilitation Project, and an appropriate environmental impact
assessment study.
In accordance with information received from the Secretariat for protection of natural and cultural
heritage of the Municipality of Kotor, it is expected that the Local Waste Management Plan will be
adopted upon solving disputable issue of identifying site for temporary storage of non-hazardous
construction waste.
Representatives of Tivat and Kotor Municipalities will once again consider the results of studies
produced over the previous period, and then they will take their final position regarding the project
for re-cultivation/rehabilitation of dumpsites.

Vodacom's activities on capacity development of water
utilities
Bar, Herceg Novi, Kotor, Tivat, Ulcinj
Description

Capacity development of water and sewage utilities

PROGRESS
1. Benchmarking
In November Vodacom was collecting financial statements and gross balance sheets of ViK's
for 2017 to start reviewing data used to calculate the key performance indicators of the ViK's
business to produce the Annual Benchmarking Report for 2017.
Monthly report for September 2018 has been produced and submitted to the MoSDT,
Municipalities, ViKs, and benchmarking coordinators for the further use.
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