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Podgorica Water & Sewerage Corporation
City of Podgorica
Ministry of Economy

The Government of the Republic of Montenegro
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APPLICATION FORM FOR JAPAN'S GRANT ATD

. Date of Entry:

. Applicant:

. Project Title:

. Sector:

. Project Type:

. Target Site:

August, 2007

Podgorica Water & Sewerage Corporation

Urgent Rehabilitation of Water Supply System

Water Supply

Equipment Supply

(Including installation of Equipment}

(Province/Country Name) . Republic of Montenegro

(City/Town/Village Name) : Capital City of Podgorica

(From the metropolis) : 30 minutes by Car

[}
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7. Requested Amount of Japanese Inputs: JPY 350,000,000. -

8. Desired fiscal year of implementation:

Survey - 1 FY 2007

Implementation : FY 2008

9. Implementing Agency:

City of Podgorica Water & Sewerage Corporation

Person in charge

Address

Telephone No.

Address

Montenegro

Telephone No.

- Mr. Pavle Radulovic

City Manager

: Njegoseva 13. 81000 Podgorica Montenegro

:+ 381 81 665 077, 665 042

Mr.Filip Makrid

Technical Director r

“Vuka Karadzica 16, 81000 Podgorica

o+ 381 81623 943




10. Background of the implementing Agency

Number of Officials and Staff in the Agency:

Management Level : 7 persons
Rank and File 1395
Permanent Employees - 31¢

Contractual and Casual Employees: 93

Annual Budget Allocation of the Company:

Company's annual budget (in EURO)

2002 2004 2005 2006 2007

7,000,000.00 | 7,000,000.00 | 7,000,000.00 | 7,000,000.00 | 7,000,000.00

Name of the Department/Office/Section responsible for the project:
Technical Department of the City of Podgorica Water & Sewerage

Corporation

L1}
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Annual budget and siaff members of responsible Office, for the last three

years

Year 2003 2004 2005

Annual Budget (in EURO) 580,000.00 580,000.00 580,000.00

Number of staff members 237 237 237
Permanent Staff 210 210 210
Contractual Staff 27 27 27

Mandate and functions of the Corporation relative to the whole Montenegro

government bureaucracy

1. To supply Capital of Podgorica, Zeta district and settlement Tuzi with
potable water
*Note: The potable water in Zeta district and Tuzi is supplied by Tube
2. TWdteat and dispose sewage on territory of Capital of Podgorica
3. Toe maintain the systém for evacuation of storm waters on territory of

Capital of Podgorica
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4. To maintain water supply systems in rural areas in municipalities that are

in Capital of Podgorica

5. To construct and maintain water supply and sewage network in Capital of
Podgorica .\

6. To maintain all hydro-technical equipment as well as water meters

7. To prepare project documentation for hydro-technical investments in

Capital of Podgorica

information on major projects, which have been implemented by the

Company:

‘Primary water supply nefwork for Zeta District’

The project was started in 2000 and completed 2001. It considered
construction of 9km.of primary water supply network with PEHD pipes of
diameter 450mm. Total value of the project was EURQS00, 000.00. it was
jointly financed by World Bank and Government (US$650,000.00) of
Montenegro. This was a first step in the long process of bringing potable

water for over 5000 families that live in this area.



1.

“Primary water supply network for Gornja Zela District”

The project was started in 2004 and completed 2006. It considered
construction of 7.5km of primary water supply network with PEHD pipes of
diameter from 150-250mm. Total value of the project was EUR0650,000.00
and was funded by City of Podgorica and Government of Montenegro. This
was another step that will allow around 800 families to receive petable water

after construction of secondary network, which is planed for this year.

“Reconstruction of the Waist Water Treatment Plant”

The project was started in 2006 and it is still ongoing. It considers
reconsiruction of the entire electrical and mechanical equipment on the plant.
Total value of the project is EURO1,650,000.00 and was funded by City of

Podgorica and European Agency for Reconstruction.

Background of the request:

(Provide detailed information on the importance, and urgency of the
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requested project in terms of (i) the current problems in the sector, (i) the
current situation and problems found in the proposed site(s) to the extent

possible, please provide statistics and other related data).
(i) Current problems of proposed sector:

Approximately ‘1/5 of population of State of Montenegro lives in Capital
of Podgorica. Rapid migration by people from rural areas drastically
changed number of inhabitants in last couple of years. From 135,000
inhabitans in 2000 it is almost 230,000 inhabitants today. Daily migration
of persons that are working in Podgorica, iDPF's, refugees, foreign citizens
doing business or working for consular and diplomatic offices are not
indlenbalt ifothieatemaret.as well as other infrastructure couldn't follow this
rapid increase; of population, which caused big number of restrictions
days in order to preserve stability of entire system. There was no logic in
building new pipelines when there were no new wells and pump stations

to fill them. Natural capacity exists but they are not exploited adequately.

(See Table 1)



Table 1
2004 2005 20086
District Water Supply Population Water Supply Population Watér Supply Population
(Year) (rear) {Year)
Zeta 3.400.000 m3 15.000 3.500.00 m3 18.000 4.050.000 m* 20.000
Tuzi 290.000 m? 9.000 290,000 m3 10.000 290,000 m3 11.500
Podgorica 14.000.000 m? 140,000 15.000.000 m® | 170.000 45.500.000 m3 190,000

(Il) The current situation and problems found in the pfoposed site(s)

Existing pumps and other mechanical and electrical equipment are

installed in late ‘80es. Having on mind financial situation in country in last

10 to 15 years and political problems (civil war in area) during the same

period, these installations were not maintained in the proper manner.

Despite the lack of waters sources City of Podgorica Water and Sewage

company managed to keep entire system under contro! as it was possible

at the time been. Water source Mareza is the most important one in the

entire system and it is in unacceptable conditions with equipment that is

beyond its mechanical usage life. With great difficuities company’s

employees are managing prevention of entire system breakdown.

There is also problem with monitoring of the existing system. Al this

10




point there is no monitoring sﬁ:rys_,tem of any kind. Because of great losses it
would be essential td establish database that could be updated frequently
and crate possibility to reduce losses which automatically means moreﬂ
water in the system for the citizens. This is even more important having
on mind number of inhabitants that is rapidly increasing from year to year.
Third segment would be possibility to perform analysis of the drinking
water. There is also no laboratory of any kind at this point in time. ! believe
that above mentioned exercise does not require further elaboration
because health of population and possibility of spreading various
diseases have to be prevented.
12.Project’'s Priority Relative {0 the National Development Plan / Public
Investment Program of the Montenegrin government and Project’s priority
relative to the overall sector program.
(1) Relation between the project and the national development pialn:
Sector of water supply and waist water disposal law is under construction,
so we are not in the position to state accurate facts, at least not ones that

will be valid in the time of approval of this request.

11
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(2) Relation between the project and the sector development:
(Related with the government's sector development pian is as follows.
Name of the sector: Water Sector)

it applies as for above stated.

13.0bjectives
(1) Overall Goal

(Including the importance, necessity, and urgency of the project in the light

of the current situation of the proposed sector)

The expected results of the project can be observed from several points.
£nough water for City of Podgorica would be general definition but it lies
in water source improvement, monitoring system improvement and

quality inspection improvement.

14. Qutline of the project:

(1) Outline of the project

12



fBK/S\’{ 056 31//5-24

(a) Equipment supply project:

(i) Indicat e the list of equipment, specification, quantity, unit price, total

amount, etc, of the equipment

AR%
To supply 4 (four) pumps for New Purnping Station, Apparatus to

avoid the exisfing vibration, Electric Panels, moenitoring system and
F 6%

laboratory equipment.

New Pumping Station was constructed in 1985. including 4 (four)

pumps, Valves, Middie Voltage Panels, Control panels etc. After

almost 20 years operation, some parts were broken, and we need

the urgent rehabttitaﬁon of equipment, Especially, the vibration of

pumps affects the operation. Only 2 (iwo) pumps can be operated at

this moment.

(ii) Name and address of the site where the equipment will be supplied
Vuka Karadzica 16, 81000 Podgorica, Montenegro

(ii1)Criteria for selecting the equipment
The selected type of equipment is technologically compatible
(similar) to existing one, and personnel of the company is, or will be

frained to operate and maintain it.
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(b) Operations and Maintenance of Equipment
(iv)Describe the mechanism by which the equipment will be operated

and maintained

City of Podgorica Water and Sewage Company (WSC) created the
skeletal force of Water Supply and Waist Waters Treatment Project
(WS-WWT):and this organization is to be the management arm of this
project. The WS-WWT also manages future water supply and waist
water treatment projects to promote efficiency, streamline the

bureaucracy and avoid overlapping of inter-related activities.

(v) The proposed number of personnel who will manage the project as

well as their levels of technical capability

Complete technical sector of WSC will be included in implementation
of this project. Seven engineers and over 230 other workers with

various qualifications connected to this area of work.

14
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(vi) Proposed budget to operate and maintain the facilities and

equipment

N/A

(¢) Financial resources for the operation and maintenance of the facilities

and equipment after project completion

100% of operation and mainteriance cost is owed by beneficiaries.

(2) Breakdown of total amount of the equipment to be requested and its

supporting data.

(JP Yen)

ltem Amount

1. Four (4) sels of Pump & 100,000,000

Motor for New Pumping

15
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2. Pipes & Valves . 10,000,000
3. Control Panels 30,000,000
4. Monitoring Equipment 110,000,000
5. High Teﬁsion Panels 50,000,000
6. Laboratory equipment 20,000,000
7. Modification Work to avoid 10,000,000
the vibration ‘
8. Installation Work 20,000,000
Total 350,000,000

Note: Above estimation Is for budgetary purpose only and is subject to

the revision of further basic design study.

(3) Additional information
(a) Presence of existing facilities:
New Pumping Station: 4 pumps (1 standby)

Old Pumping Station : 3 pumps +(1 pump for Danilovgrad)

18
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{b} List of existing equipment
New Pumping Station:
4 of Vertical Pump, 320l/s x 90m x 1475rpm x 400kw
Old Pumping Staition :
3 horizontal pumps_ 100l/s x 20m x 1475rpm x 130kw

1vertical pump, 220l/s x 90m x 1475rpm x 315kw

(c) Project site preparation (including expropriation)
(i) Availability of land:

Yes (Already prepared by City of Podgorica)

(i) Current situation of project site

Owned by City of Podgorica

(iii) Data on natural conditions (e.g. climate)
(Concretely specify the names, years prepared, and agencies
published of such data)
Mediteranian
(iv) Security situation

{Give concrete information related to each project site, if more than

17
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one site is involved.)
Normal
(d) Related grant aid cooperation in the past

N/A

(e) Reconstruction of Old Pumping Station
After the rehabilitation of New Pumping Station, Podogoriza Water and
Sewerage Corporation consider “Reconstruction of Old Pumping Station”

According the result of monitoring of System Loss in Podgerica.

15. Benefit and effects of the project:
'(1) Area and population that will benefit from the project (specify the total
area, if possible):-
70% percent of population of City of Podgorica is supplied from this water source
and they can be treated as direct beneficiaries but because of the fact that entire
system will be strengthened. entire population will benefit where remaining 30%

of population will be traded as indirect beneficiaries.

(2) Expected social and economic effects (itemize concretely):

18
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Beneficiaries (directly and indirectly)
- Direct beneficiaries 161000 pecple

- Indirect beneficiaries 69000 people

16. Relation with technical cooperation, etc
(1) Feasibility study-

N/A

(2) Technical cooperation.

N/A

17. Is the project being proposed for assistance with other donors?

No

18. Official Development Assistance by third countries or international
organizations in the same or related fields.

No

19
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19. Additional information which might be helpful in the evaluation of the project;
(e.g., whether or not the implementing agency is being proppsed io be privatized,
if yes, please indicate the effect of such development with the requested
project.)

No

Undertakings of the Government of the Republic of Montenegro

To facilitate the smooth and efficient implementation of the Project, the
Government of the Republic of the Montenegro shall take the necessary

measures:

1) Secure a lot or land necessary for the construction of the Facility and to
clear the site (in case of construction of faciliies);

2) Ensure prompt unloading and customs clearance at ports of
disembarkation in the Republic of the Montenegro and internal
transportation therein of the products purchased under the Grant;

3) Accord Japanese nationals whose services may be required in

20




5)

6)

7)

BKIS. - 056 /qa,sﬂ

connection with the supply of the products and services under the Verified
Contracts such facilities as may be necessary for their entry into the
Republic of the Montenegro and stay therein for the performance of their
work;

Ensure that the Facility constructed and other products purchased under
the grant be maintainea and used properly and effectively for the
execution of the project; and,

Bear all expenses, other than those covered by the Grant, necessary for
the execution of the Project;

Exempt Japanese nationals from all duties and related fiscal charges
which may be imposed in the Republic of the Montenegro with respect to

the import of the products and services supplied under the Verified

.Contracts;

The Government of the Republic of the Montenrgo will, by itseif or through
its executing agencies, assume all fiscal levies and taxes imposed in the
Republic of the Montenegro on Japanese nationals with respect fo the
payment carried out for the income accruing from the supply of the

products and services under the Verified Contracts; and, in connection

21



Signed

Date

BKISX. -0556
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with numbefs 7 and 8 above, the Government of the Republic of the
Montenrgo or its executing agencies will be responsible for the prompt
liquidation or settlement of such fiscal levies, duties, taxes and other
similar charges;

With regard to shipping and marine insurance of the producis purchased
under the Grant, the Government of the Republic of the Montenegro will
refrain from imposing any restrictions that may hinder fair and free

competition among the shipping and marine insurance companies

On Behalf of the Montenegrin

Government

A /gzgéiﬁ @
Designétion /

22




List of ANNEX

1. Organization Chart
2. Sectional Drawings of New Pumping Station

3. Pholo
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MINUTES OF DISCUSSIONS
: PREPARATORY SURVEY
ON THE PROJECT FOR URGENT REHABILITATION OF WATER SUPPLY SYSTEM
IN THE CAPITAL CITY OF PODGORICA
IN MONTENEGRO

In response to the request from the Government of Montenegro, the Government of Japan
decided to conduct a Preparatory Survey on the Project for Urgent Rehabilitation of Water Supply
System in Podgorica City ( hereinafter referred to as "the Project” ) and entrusted the survey to the
Japan International Cooperation Agency (hereinafter referred to as "JICA" ) .

JICA sent to Montenegro the Preparatory Survey Team ( hereinafter referred to as "the
Team" ), which is headed by Mr. Shigeyuki Matsumoto, Adviser, Water Resources Management 1,
Water Resources and Disaster Management Group, Global Environment Department, JICA, and is
scheduled to stay in the country from December 2, 2008 to December 21, 2008.

The Team held discussions with the officials concerned of the Government of Montenegro
and conducted a field survey at the suévey area.

In the course of discussions and field survey, both parties confirmed the main items
described in the attached sheets. Subject to the decision by the Government of Japan, JICA will

conduct a Preparatory Survey 2 for the basic design on the Project.

?ﬁﬁ Iy Podgorica, December 11, 2098

." \
2 - -
“1 G 5 Ll?é‘

Shigeyuki Matsumoto

.t-,i Bra;ov% \
" ctor

Leader

Preparatory Survey Team ™ “Bodgorica Water and Sewerage Caorporation
Japan International Cooperation Agency Montenegro

Japan

Pavlg Raduloyic
City Manag

Capital City of Podgorica
Montenegro




ATTACHMENT

1. Objective of the Project
The objective of the Project is to ensure stable potable water supply in the Capital City of

Podgorica by improving water supply facilities.

2. Project site
The site of the Project is the Capital City of Podgorica as shown in Annex-1.

3. Responsible and Implementing Agency

3-1.The Responsible Agency is the Capital City of Podgorica.

3-2.The Implementing Agency is the Podgorica Water and Sewerage Corporation (hereinafter
referred to as "the Corporation"). The organization chart of the Corporation is shown in Annex-2.

4. Items requested by the Government of Montenegro
After discussions with the Team, the items described in Annex-3 were finally requested by the
Montenegrin side. JICA will assess the appropriateness of the request and will report the findings to

the Government of Japan.

5. Japan's Grant Aid Scheme _
5-1 The Montenegrin side understands the Japan's Grant Aid Scheme explained by the Team, as
described in Annex-4. The Team explained that the demarcation between the Government of Japan
and JICA was under discussion and might be slightly modified. In that case, the details of the
modification will be explained in the Preparatory Survey 2.

5-2 The Montenegrin side will take the necessary measures, as described in Annex-5, for smooth

implementation of the Project, as a condition for the Japanese Grant Aid to be implemented.

6. Schedule of the Survey

6-1 The consultants of the Team will proceed to a further survey in Montenegro until December 21
2008.

6-2 If the Project is found feasible as a result of the Preparatory Survey, JICA will send the
Preparatory Survey 2 Team for the basic design around June 2009.

7. Other relevant issues
7-1. Outline and current issues of the water supply in the Capital City of Podgorica

Water source of the Capital City of Podgorica consists of one (1) spring (Mareza Spring) and a
bunch of wells, and the Corporation supplies potable water to approximately 48,500 registered
customers in 2008 including households, buildings and enterprises in the Municipality of Podgorica,
Municipality of Tuzi, and upper area in Municipality of Golubovci. At the same time the

’ L= W ye



Corporation provide bulk water to neighboring Municipality of Danilovglad. Depending on water
demand, water production fluctuates severely between dry and rainy seasons. In fact, the
Corporation produced monthly average 1,070 I/s at minimum (in February) and 1,710 /s at
maximum {in July) in 2007.

The main water source of the Capital City of Podgorica is Mareza Spring, and two (2) pumping
stations (Old Pumping Station (Mareza 1) and New Pumping Station (Mareza 2)) distribute potable
water to the Capital City of Podgorica and Danilovglad. Except for these Mareza Pumping Stations,
the Corporation owns five (5) well pumping stations including four (4) operating stations and one
(1) station under construction.

The Corporation recognizes following current problems on potable water supply in the Capital

City of Podgorica.

(1) Due to migration of non-resident workers from neighboring countries and refugees of Kosovo,
the number of population is rapidly increasing. In addition to this migration, there is huge inflow
of additional daytime population consisting of commuters and students from the outside of the
Capital City of Podgorica.

(2) The New Pumping Station (Mareza 2) is the largest pumping station of the Capital City of
Podgorica, and is suffering from the vibration of pumps and the building from the beginning of
its operation in 1985. This problem restricts the operation with 2 pumps, even though this
pumping station was supposed to operate with 3 pumps. Besides, the continuous vibration has
deteriorated the condition of pumps and conduced to the high risk of pumps’ breakdown.

(3) Basic information on water supply facilities and distribution network is not monitored
systematically so that production and distribution of potable water are not efficiently controfied
and optimized.

(4) There still remains some regions which are not covered by the piped water distributed by the
Corporation. The Corporation planned and is implementing the extension of distx‘iﬁuti011
pipelines especially in the south region of the Capital City of Podgorica (the Municipality of
Tuzi and Municipality of Goluboveci).

(5) Entire water storage capacity of two (2) existing reservoirs is not sufficient for realizing stable
water supply to adopt daily fluctuation of water demand and emergent breakdowns of facilities.
The Corporation is planning to expand the capacity of one (1) existing reservoir (Ljugovic) and
construct three (3) new reservoirs in the south region.

(6) The Old Pumping Station (Mareza 1) was constructed in the middle of 1950s and the pumps and
other related equipment are frequently broken down which causes high repair cost and huge loss
of operational time.

(7) The Corporation recognizes illegal connections especially in the Municipality of Golubovci as a

serious problem and is currently installing water meters to each household.



(8) In order to reduce massive amount of Ieakage on distribution network mainly due to AC pipes,
the Corporation are replacing AC pipes and estimates to complete this replacement in ten (10}
years.

(9) Water quality is not monitored sufficiently. The Corporation is now constructing laboratory with

equipment for analyzing water quality.

As mentioned the above (1) — (9), the Corporation has attempted to solve various problems
concerning water supply to the Capital City of Podgorica. However, it remains large-scale
investments which the Corporation cannot afford by its own budget, such as rehabilitation of New
Pumping Station (Mareza 2) and development of monitoring system. Thus, the Corporation

requested the Government of Japan to fund these large- scale investments.

7-2 Contents of the request
(1) Rehabilitation of the New Pumping Station (Mareza 2)
1) Necessity / Priority
The New Pumping Station (Mareza 2) located in major water source of Mareza spring and
equipped with 4 pumps (320 I/s respectively), is a critically important facility for water supply in
the Capital City of Podgorica. However, the Corporaﬁon recognizes necessity for rehabilitation of
the New Pumping Station (Mareza 2) based on the following issues:
a) Operation is limited with two (2) pumps due to the problem of the vibration, and
b) The vibration of pumps and the building accelerates the deterioration of pumps.
In fact, all the four (4) pumps in the New Pumping Station (Mareza 2) were broken down two
(2) years ago because of the vibration problem and have been temporally repaired by the
Corporation budget. However, there still remains the vibration problem so that the Montenegrin
side requested the Government of Japan to solve completely the vibration problem taking any

measures. The Team understood the necessity and priority.

2) Possible solutions for the vibration problem

The Corporation has conducted the survey on the causes of the vibration in 2006-2007 and
concluded that resonance of pumps and the building would be the most possible reason for the
vibration. The Montenegrin side and the Team discussed the possible solutions for the vibration
problems as follows:

a) Replacement of existing pumps

b} Double-floor-support-type installation of pumps

¢) Shock absorbing rubber between pumps and the slab

d) Speed control device, such as frequency inverter

The Team recommended the combination of a) to c) as the most preferable solution for the
vibration problem, and both sides agreed that the Preparatory Survey 2 for the basic design would
investigate more in detail to decide the method to solve the vibration problem.

‘ e &



3) Items requested by the Montenegrin side ,
The rehabilitation of the New Pumping Station (Mareza 2) includes following items:
a) Replacement of 4 vertical pumps and motors which supply 320 I/s water respectively to the
Capital City of Podgorica
b) Replacement of Pump control panels
¢) Modification work to avoid the vibration

4) Future plan to be considered
The Montenegrin side explained that they had the plan to expand the capacity of the Ljubovic
reservoir to 20,000m® and construct a transmission pipeline (DN 800mm) from Mareza to the
reservoir. Both sides agreed that the specification of pumps to be replaced in the New Pumping
Station (Mareza 2) should be decided taking the above future plan into consideration.

(2) Monitoring system

1) Necessity / Priority
At present, pumping stations are monitored and controlled independently and the headquarters
of the Corporation has no means to acquire information on operational conditions of each pump.
This situation hinders stable water supply by the Corporation, which operates many pumps
including old and fragile ones. Besides, there is only one flow meter in the main distribution
network so that the Corporation has difficulty to grasp actual condition of water distribution and

water leakage.

Considering the above situation, the Corporation started a trial of monitoring system at the
Zagoric Pumping Station and regards the introduction of monitoring system covering whole

facilities network as a high-priority project.

2) Specification and further extension
The Montenegrin side explained the requested items and future expansion plan as follows:

Request to the Japanese side Future expansion by the
Montenegrin side
Purpose of the | Monitoring and data acquisition Remote control of valves
system .
Facilities to be | (1) Pumping stations (Mareza and | (1) Service reservoirs (after the
monitored other 5 well pumping stations) expansion plan is realized)
(2) Distribution mains (2) Distribution mains (increase

of measurement points)

Items to be | (1) Pumping stations
monitored a) Pressure

b) Flow

¢) Chlorine.

d) Power consumption

5 < @



¢) Tension

f) Temperature of motor

g) Groundwater level or water
level of pump suction well

(2) Distribution mains

a) Flow

b) Pressure

¢) Chlorine

3) Telecommunication
The Team requested the Montenegrin side to collect information on approval and license for
telecommunication, especially procedure period to obtain the license, before the arrival of the

Preparatory Survey 2 Team.

(3) Laboratory equipment
The Montenegrin side explained that laboratory equipment for analyzing water quality, which
was requested in the original Application Form, would be purchased by the Corporation budget
and the building of laboratory was under construction. Both sides agreed to exclude this

component from the request.

7-3 Technical assistance

The Montenegrin side requested the technical assistance during the period of the Project
implementation, as soft components of the Project which include operation and maintenance of
requested pumps in the New Pumping Station (Mareza 2) in the Project, effective utilization of data
gathered by the monitoring system, etc. The Team understood the necessity and promised to convey

the requests to the Government of Japan and JICA headquarters.

7-4 Rehabilitation of the Old Pumping Station
The Corporation recognizes necessity for reconstruction of the Old Pumping Station (Mareza 1)
based on the following issues concerning aged equipment:
a) Operation is unstable due to frequent breakdown,
b) One (1) pump was broken down and demolished so that there is no stand-by pump,
¢) Necessary parts for repair are hard to obtain and the Corporation is forced to manufacture
them because there does not exist the original manufacturer of the pumps, which leads to
longer off-periods of operation, and
d) High repair cost and electricity consumption are burden for the Corporation.

Taking the above situation into consideration, the Corporation prepared the plan and design
document to reconstruct the Old Pumping Station (Mareza 1) in 2006 and 2007, and is now
requesting budget for the reconstruction to the Capital City of Podgorica. The Montenegrin side
requested the Government of Japan to rehabilitate the New Pumping Station (Mareza 2) rather than
the Old Pumping Station (Mareza 1).
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7-5 Operation and maintenance of facilities and equipment
The Montenegrin side agreed to take any necessary measures and allocate necessary budget in

order to operate and maintain the facilities and equipment provided by the Project.

7-6 Tax exemption

The tax exemption including Value Added Tax (VAT), custom duty, and any other taxes and
fiscal levies in Montenegro which is to be arisen from the Project activities will be ensured by the
Capital City of Podgorica. The Capital City of Podgorica will take any procedures necessary for tax
exemption with the Ministry of Finance at its responsibility.

7-7 Overlapping with other projects
The Montenegrin side explained that the Project would not be overlapped with any other project
supported by other donor agencies, NGO, and Montenegrin official organization(s).

7-8 Visibility of the Project
The Team explained that the visibility of the Project should be ensured as a token of cooperation
from the Japanese people if the Project was realized. The Montenegrin side explained the following
ideas:
(1) To display commemoration panels at water supply facilitics. The Corporation periodically
organizes visits to water supply facilities by students and citizens.

(2) To prepare brochures.

7-9 Office space for the Preparatory Survey 2 Team
The Montenegrin side agreed to provide office space enough for around 5 members of the

Preparatory Survey 2 Team in the Corporation equipped with tables, chairs and internet access.

7-10 Project title

Both sides agreed 1o change the title of the Project for “The Project for Urgent Rehabilitation of
Water Supply System in the Capital City of Podgorica.”

Annex-1 Project Sites Map
Annex-2 Organization Charts
(Capital City of Podgorica and Podgorica Water and Sewerage Corporation)
Annex-3 Items Requested by the Montenegrin Side
Annex-4 Japan’s Grant Aid Scheme
Annex-5 Major Undertakings to be taken by Each Government
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Annex-1: Project Sites Map
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Annex-2: Organization Charts

(the Capital City of Podgorica and Podgorica Water and Sewerage Corporation)
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Armex-3: Items Requested by the Montenegrin Side

1. Rehabilitation of the New Pumping Station (Mareza 2) (First Priority)
(1) Replacement of 4 vertical pumps and motors which supply 320 I/s watér respectively to the
Capital City of Podgorica, if necessary

(2) Replacement of pump control panels, if necessary
(3) Modification work to avoid the vibration

2. Monitoring system (Second Priority)

(1) Equipment to measure items listed as below:

Purpose  of  the | Monitoring and data acquisition

system

Facilities to be | (1) Pumping stations

monitored and its (Mareza spring and other 5 well pumping stations)
priority (2) Distribution mains

Ttems to be | (1) Pumping stations

monitored a) Pressure

b) Flow
¢) Chlorine
d) Power consumption
e) Tension
f) Temperature of motor
g) Groundwater level or water level of pump suction
well
(2) Distribution mains
* a) Flow
b) Pressure
¢) Chlorine

(2) Equipment for telecommunication
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Annex-4: JAPAN'S GRANT AID SCHEME

1.

1)

2)

1)

a)

b)
c)
e)

Grant Aid Procedure (Attachment 1)

Japan's Grant Aid Program is executed through the following procedures.
Application (Request made by a recipient country)
Survey (Preparatory Survey 2 for the basic design conducted by JICA)
Appraisal & Approval (Appraisal by the Government of Japan and Approval by Cabinet)
Determination of  (The Notes exchanged between the Governments of Japan
Implementation  and the recipient country)

Firstly, the application or request for a Grant Aid project submitted by a recipient country is
examined by the Government of Japan (the Ministry of Foreign Affairs) to determine
whether or not 1t is eligible for Grant Aid. If the request is deemed appropriate, the
Government of Japan assigns JICA to conduct a survey on the request. If necessary,
JICA send a Preparatory Survey Team to the recipient country to confirm the contents of
the request.

Secondly, JICA conducts the survey (Preparatory Survey 2 for the basic design), using
Japanese consulting firms.

Thirdly, the Government of Japan appraises the project to see whether or not it is suitable
for Japan's Grant Aid Programme, based on the Preparatory Survey 2 for the basic design
report prepared by JICA, and the results are then submitted to the Cabinet for approval.

Fourthly, the project, once approved by the Cabinet, becomes official with the Exchange of
Notes signed by the Governments of Japan and the recipient country.

Finally, for the implementation of the project, JICA assists the recipient country in such
matters as preparing tenders, contracts and so on.

Preparatory Survey 2 for the basic design

Contents of the Survey
The aim of the Preparatory Survey for the basic design (hereinafter referred to as "the
Suvey"), conducted by JICA on a requested project (hereinafter referred to as "the Project™),
is to provide a basic document necessary for the appraisal of the Project by the Government
of Japan. The contents of the Survey are as follows:

confirmation of the background, objectives and benefits of the Project and also institutional
capacity of agencies concerned of the recipient country necessary for the Project's
implementation;

evaluation of the appropriateness of the Project to be implemented under the Grant Aid
Scheme from the technical, social and economic points of view;

confirmation of items agreed on by both parties concerning the basic concept of the Project;
preparation of a basic design of the Project; and

estimation of costs of the Project.
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2)

2)

3)

4)

The contents of the original request are not necessarily approved in their initial form as the
contents of the Grant Aid project. The Preparatory Survey 2 for the basic design of the
Project is confirmed considering the guidelines of Japan's Grant Aid Scheme,

The Government of Japan requests the Government of the recipient couniry to take
whatever measures are necessary to ensure its self-reliance in the implementation of the
Project. Such measures must be guaranteed even through they may fall outside of the
jurisdiction of the organization in the recipient country actuaily implementing the Project.
Therefore, the implementation of the Project is confirmed by all relevant organizations of
the recipient country through the Minutes of Discussions.

Selection of Consultants
For the smooth implementation of the Survey, JICA uses a consulting firm selected through
its own procedure {competitive proposat). The selected firm participates the Survey and
prepares a report based upon the terms of reference set by JICA.

At the beginning of implementation after the Exchange of Notes, for the services of the
Detailed Design and Construction Supervision of the Project, JICA recommends the same
consulting firm which participated in the Survey to the recipient country, in order to
maintain the technical consisiency between the basic design and detailed design as well as
to avoid any undue delay caused by the selection of a new consulting firm.

Japan's Grant Aid Scheme
What is Grant Aid? :
The Grant Aid Program provides a recipient country with non-reimbursable funds to
procure the facilities, equipment and services (engineering services and transportation of
the products, etc.) for economic and social development of the country under principles in
accordance with the relevant iaws and regulations of Japan.” Grant Aid is not supplied
through the donation of materials as such.

Exchange of Notes (E/N)

Japan's Grant Aid is extended in accordance with the Notes exchanged by the two
Governments concerned, in which the objectives of the project, period of execution,
conditions and amount of the Grant Aid, etc., are confirmed.

"The period of the Grant" means the one fiscal year which the Cabinet approves the project
for. Within the fiscal year, all procedure such as exchanging of the Notes, concluding
contracts with consulting firms and contractors and final payment to them must be
completed.

However, in case of delays in delivery, installation or construction due to unforeseen
factors such as weather, the period of the Grant Aid can be further extended for a maximum
of one fiscal year at most by mutual agreement between the two Governments.

Under the Grant, in principle, Japanese products and services including transport or those
of the recipient country are to be purchased.

When the two Governments deem it necessary, the Grant Aid may be used for the purchase
of the products or services of a third country.
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5)

6)

7

8)

9)

a)
b)

g)

b)

However, the prime contractors, namely consulting, contracting and procurement firms, are
limited to "Japanese nationals". (The term "Japanese nationals" means persons of Japanese
nationality or Japanese corporations controlled by persons of Japanese nationality.)

Necessity of "Verification"

The Government of the recipient country or its designated authority will conclude contracts
denominated in Japanese yen with Japanese nationals. Those contracts shall be verified by
the Government of Japan. This “Verification" is deemed necessary to secure accountability
of Japanese taxpayers.

Undertakings required to the Government of the recipient country (Annex-5)

to secure a lot of land necessary for the construction of the Project and to clear the site;

to provide facilities for distribution of electricity, water supply and drainage and other
incidental facilities outside the site;

to ensure prompt unloading and customs clearance at ports of disembarkation in the
recipient country and internal transportation therein of the products purchased under the
Grant Aid;

to exempt Japanese nationals from customs duties, internal taxes and fiscal levies which
may be imposed in the recipient country with respect to the supply of the products and
services under the verified contracts;

to accord Japanese nationals whose services may be required in connection with the supply
of the products and services under the verified contracts such as facilities as may be
necessary for their eniry into the recipient country and stay therein for the performance of
their work;

to ensure that the facilities constructed and products purchased under the Grant Aid be
maintained and used properly and effectively for the Project; and

to bear all the expenses, other than those covered by the Grant Aid, necessary for the
Project.

"Proper Use"

The recipient country is required to maintain and use the facilities constructed and
equipment purchased under the Grant Aid properly and effectively and to assign the
necessary staff for operation and maintenance of them as well as to bear all the expenses
other than those covered by the Grant Aid.

"Re-export"
The products purchased under the Grant Aid shall not be re-exported from the recipient
country.

Banking Arrangement (B/A)

The Government of the recipient country or its designated authority should open an account
in the name of the Government of the recipient country in an authorized foreign exchange
bank in Japan (hereinafter referred to as "the Bank"). The Government of Japan will
execute the Grant Aid by making payments in Japanese yen to cover the obligations
incurred by the Government of the recipient country or its designated authority under the
verified contracts.

The payments will be made when payment requests are presented by the Bank to the
Government of Japan under an Authorization to Pay (A/P) issued by the Govemment of
recipient country or its designated authority.
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Attachment 1 for Annex-4
FLOW CHART OF JAPAN's GRANT AID PROCEDURES
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Annex-5: Major Undertakings to be taken by Each Government

NO

Htems

To be covered by
Grant Aid

To be covered by
Recipient side

To bear the following commissions to a bank of Japan for the
banking services based upon the B/A

1) Advising commission of A/P

2) Payment commission

To ensure prompt unloading and customs clearance at the port
of disembarkation in recipient country

1) Marine (Air) transportation of the products from Japan to
the recipient country

2) Tax exemption and custom clearance of the products at the
port of disembarkation

3) Internal transportation from the port of disembarkation to
the project site

(o)

(o)

To accord Japanese nationals whose services may be required
in connection with the supply of the products and the services
under the verified contract such facilities as may be necessary
for their entry into the recipient country and stay therein for the
performance of their work

To exempt Japanese nationals from customs duties, internal
taxes and other fiscal levies which may be imposed in the
recipient couniry with respect to the supply of the products and
services under the verified contract

To maintain and use properly and effectively the facilities
constructed and equipment provided under the Grant Aid

[To bear all the expenses, other than those to be borne by the
Grant Aid, necessary for the {ransportation and installation of
the equipment

(B/A: Banking Arrangement, A/P: Authorization to Pay)
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REBFEE (Ministry of Economic Development)
Ms. Nada Medenica Deputy Minister, Department for International Economic Relations

Ms. Ivana GardaSevic Advisor, Department for International Economic Relations

BARKEIREEE (Ministry of Agriculture, Forestry and Water Resource Management)
Mr. Velizar Vojinovic Deputy Minister of Water Management

Bt - RER#EE (Ministry of Tourism and Environmental Protection)
Mr. Sinisa Stankovic Deputy Minister

A RKFY Y 7H (Capital City of Podgorica)
Dr. Miomir Mugosa Mayor
Mr. Pavle Radulovié¢ Manager of the Capital [ K=V > 7 i C/P] [M/D ZE4 %]

R RITY Y7 ETFAKEAME (Podgorica Water and Sewerage Corporation : PWSC)
Mr. Mladen Brajovic Director [M/D B4 %]
Mr. Filip Makrid Technical Director [/Ki&ZA %t C/P]
Ms. Mijojka - Lela Vlahivic — Radonjic Financial Director
Ms. Zeljka Jakovljevic Chief of Development and Maintenance of the Integral IT System
Mr. Bozo Jukic Chief of Pumping Stations
Ms. Lidiya Stanojevic Public Relations Manager
Ms. Olivera Knezevic Chief of Network Maintenance

Mr. Igor Ivadovic Chief of IT Department

_A 7T — K ETFAKEALE (Belgrade Waterworks and Sewerage)
Mr. Vladimir TauSanovic  General Director
Mr. Miroslav Cvjetkovic ~ Assistant Managing Director

Ms. Branka Milutinovic ~ Technical Information System Department Manager

HREUT T TR 2 BEEAT (The World Bank Office Montenegro)
Ms. Sanela Ljuca Operation analyst
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