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Future of KAP

As the London Metal Exchange (LME) price of aluminium hovers at a one year low and major companies 
think about the next round of capacity closures, KAP, Montenegrin aluminium smelter, currently in 
bankruptcy continues to smelt away, seemingly calm about its prospects. With the cost of production at 
KAP certainly higher than $1800 given the electricity price it pays, KAP is either on the road to another 
bankruptcy or is receiving help from the government. Nadine Firth* spoke to Andrey Petrushinin** 
about these falling prices and the impact on KAP.

*Corporate Affairs Director at CEAC

Q. What is the current situation 
with KAP? Is it continuing to 
produce aluminium? If so, at what 
rate? Are there any other issues 
currently affecting the smelter?
Q. KAP is under the unlawful ownership 
of Uniprom, following its expropriation 
from the Central European Aluminium 
Company (CEAC). As we are no longer 
involved in the running of KAP we have 
no direct perspective on its activities or 
production rates. From Montenegrin 
media we know that KAP now is producing 
around 4000 tonnes per month. Under 
CEAC’s management it was producing up 
to 10 thousand tonnes of aluminium.    

Q. In your opinion, how will the 
falling aluminium prices affect 
KAP?
A. Aluminium prices have slumped to 
six-year low as well as the premiums for 
physical delivery. The price of aluminium 
today at LME is some $1,550, plus a 
maximum $150 premium for physical 
delivery. One needs excellent marketing to 

secure this premium, which we are sure 
KAP does not have. In any case a very best-
case scenario for KAP would therefore be 
$1,700 a tonne. But production costs 
at KAP are higher for sure - if KAP is not 
heavily subsidized by the government 
via Montenegro Bonus, state-owned 
electricity supplier to KAP.   

Q. Do you foresee another 
bankruptcy at the plant? If so, do 
you see a recovery on the horizon?
A. I think it must be reasonably 
deducted, given the current aluminium 
market dynamics, that KAP is producing 
aluminium at a net loss. Who then is 
covering these losses? If it is  Uniprom 
alone then KAP might go bankrupt once 
again in a short while after generating  
unsustainable losses if Uniprom does 
not cover these losses by investing more 
funds into the equity of KAP . The other 
logical interpretation could be that the 
government of Montenegro through its 
affiliate structures like Montenegro Bonus 
is propping up a failed, loss-incurring 

company. In this case this would constitute 
illegal state aid under European rules – 
remember that Montenegro is a candidate 
for EU membership and as such it must 
adhere to the acquis communautaire, the 
EU’s body of legislation. If that’s the case 
this will be a major cause for concern for 
the European Commission.

Q. How is CEAC still involved with 
KAP?
A. We aren’t. CEAC was illegally 
expropriated of its lawful ownership in the 
KAP smelter and we are seeking redress 
for that. We have repeatedly called on the 
Montenegrin government to sit around 
the table for a negotiated settlement, but 
we have been rebuked at every turn. That 
is why we have been obliged to take our 
case to international arbitration courts.

Q. Are the falling prices affecting 
any other areas of the industry 
that CEAC is involved in?
A. At the moment we are not involved in 
other areas of the industry.  �




