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SingleProject Pipeline (priority infrastryoriyjeats)

Safe Sea Net

Internation@lonventioon Standards of Training, Certification and Watchkeeping for Seafarers
Sea Traffic Management

TheConventidior the Suppression of Unlawful Acts against the Safety of Maritime Navigation
Stregthsi WeaknessdsOpportunitiésThreats Analysis

Free zones

Council for Competitiveness

Trans Anatolian Natural Gas Pipeline

Trans Adratic Gas Pipeline

Trang European Transport Network

Twenty foot equivalent unit

Inspection Data Base

Liquidified Petroleum Gas

Union for Mediterranean

United Nations

United Nations Commissidntemational Trade Law

United Nations Educational, Scientific and Cultural Organization
Maritme Safety and Port Management Administration

United States Coast Guard

Very High Frequeindyange of frequencies used in the movatieensarvice
Vessel Traffic Monitoring Information System

Vessel Traffic Services

Westen Balkans Enterprise Development and Innovation Facility
Western Balkan Countries

Western Balkans Investment Framework

Western Investment Framework

Union of Municipalities of Montenegro

Institute for Hydrometeorology amdoB&ly of Montenegro
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Scope of the strategy anddottorpotes

SCOPE OF THE STRATEGY AND INTRODUCTORY NOTES

The Government Programme of Work for 2020 envisages that the Ministry of Transport and Maritime
Affairs is to invest efforts into creating preconditions for strategic developntane gfdbeomy

in Montenegro through development and impleroktitetiBtrategy for Development of Maritime

Economy for the period 2080 with the relevant Action Plan. The aim of the Strategy is to recognize

and precisely define directionsalbgment in the sector of maritime economy in Montenegro. This is
partcularly important given the fact that no strategic document that would recognize and properly valorize
development potentials of this sector of the economy has been developed so far.

By developing this Strategy, Montenegro aims to strengtherthibemaititime economy in the
countryds development and to increase its comg
sustainable development initiatives. To make thisaiserethe Strategy sets strategic goals and
operational objectiesngside relevant performance indicators. It also includes the Action Plan that
clearly defines: the activities whose implementation is to contribute to the achievemdat of strategic goa
and operational objectives, the manner of reporting andaswaklhtisrother issues important for

further development of the maritime economy sector and valorization of the potentials in this field for the
period 2022030.

In the process of di®ping this strategic document the Project Team followed the functional system of
strategic planning. In Montenegro this system is bassecmeetba the manner and procedure of
development, harmonization and monitoring ¢drirentatipn of stigitedocumentisatcontains

minimum quality criteria for each strategic document adotped by the Government of Montenegro. The
goal of establishing the functional strategic planning system is to regulate horizontal asd vertical relation
between the exigtistrategic documents ensuring not only their higher quality, but also their efficient
implementation, improvement of thmimsterial cooperation and establishment of a sustainable
mechanism for monitoring their implemertategy ®r Developmnef Maritime Economy sublimes

the above goals in the following: in the process of its development the team took into account the strategit
goals and commitments of Montenegro, but also the direct inputs and guidelingsTibaitithe Projec

got from othenrinistries and the real sector.

Strategy for Development of Maritime Economy sumarizes the potentials of Blue Economy to contribute

to the Montenegrin public and private sector. It contains four key parts that covestahd@pects that
correlatiowith economic, social, infrastructural and regulatory framework in Montenegro.

Strategy for Development of Maritime E20862030 Page 10



Methodology

METHODOLOGY

Strategy for Development of Maritime Economy is the strategic document that guides development, sets
development priorities and speaeifigatrand operatioga@als, defining at the same time the activities

whose implementation can be followed through clearly defined indicators. The strategy develops long
term public policies in the field of maritime economy and it is based alets@mctiag of the

curent state of affairs and principles of consistency, feasibility and harmonization with other existing
documents. A particular focus is on it being attractive and understandable for the general public.

As it was already noted, themsyef strategic plarg in Montenegro is based dpettree on the

manner and procedure of development, harmonization and monitoring of the implementation of strategic
documenthat sets the minimum quality criteria for each strategic docurbgrthadsptednment
ofMontenegro, which is the case here. In that respect, the Project Team complied with the requirements
of the law and the mandatory contents required for each strategic document elaborated in the
Methodology for development of pdesiel®pment and nmmig of the implementation of strategic
documents whose application is binding for all institutions participating in developing public policies and
strategic documents. Starting from the above, the Project Team paid pantioules@etintg the

principles set in advance, always ensuring that input data used to analyse the current state of affairs in
the field of maritime economy is accurate.

While drafting this strategic document, the Project Team follovaggpeoholistichich resulted in
an integrated set of strategic goals and operational objectives. This approach is elaborated below:

I Methodology related to quality of the process of development of the strategic document:

The quality of the process of devetagfrttenstrategic docunseamhsured through the use

of the broadly accepted methodol ogi cal appr
PRI NCE 11 6 and it al so i nc lbasedensethods andu mber o
instruments that ardeky applied in similar ptsjeéncluding the best practices that ensure
successful implementation of the defined goals.

T Methodology for ensuring the quality of input data:

To ensure quality of the strategic document in terms of accuracy béiRpojedatbeam

paid particad attention to the question of how usable the available data is. The reason for this
was the fact that the quality of this strategic document significantly depends on the preciseness
of the input data, which was ensuredihingtihe data for the &safrom official sources.

In addition to this, in the process of consultations regarding each chapter of this document, the
Ministry of Transport and Maritime Affairs conducted appropriate quality control which resulted
in speific remarks and suggestiwaisin the end served as a verification of the validity and
usability of the input data.

In addition to the above, the methodological approach used for collecting and proceesing
relevant data included the following:

I Overviev of available reference scegsassumes an analysis of existing research papers,
policies and other strategic documents that treat the field of maritime economy on international
level;

T Quantitative analysiassumes quantification of the entire Mamtemagfime sector
includinghe sector of blue economy, which was decisive for setting measurable performance
indicators without which it would be impossible to follow the level of achievement of the
operational goals set in this strategic document;

T Implenenting qualitative analysissumes qualitative factors that impact competitiveness of
the entire maritime economy and that are directly and indirectly related to all other economic
activities related to ships, sea and coast (i.e. shipping, shipbwaitdivities, activities o
the ports for nautical tourism, maxgfeney activities, other port services, activities of
maritime insurance, mariculture, exploration and exploitation of hydrocarbons, etc).
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Methodology

Methodological approach in setting strategic geddased on the ddbnitof a strategy
stipulated in the | aw which reads as follo
strategic goals in an integrative manner, as well as operatiwsafabjabieving the

strategic goals in one or severaldlatisd sice conomi ¢ fi el ds. 06 As a
strategic goals we followed one of the | at
Robinson (200 0)-dbwnpprdachiwlsich bsausmesa cleandefinitioe of theo p
vision of the situatiothim field the development of which wants to be achieved through the
implementation of public policies and activities defined in the strategic document.

Methodological approach hetanalysis of the state of affairs in maritime econtay:

start from thinciple that analysis of the state of affairs is the initial stage of the policy planning
proces, whose key goal is to identify problems within a certain public dodiégy that is to

scope of the strategic document. In conducting the dmalgtteodftaffairs, one should

precisely identify the existing problems and their causes, envisage the challenges that might
occur in implementing the strategic document aasidsphiteotis applicable to the identified
problems. In the analysis afuittent state of affairs in the field of maritime economy we used

the most frequently used ®IOT analysis that includes analysis of strengths, weaknesses,
opportunities andedts in this field.

Methodology for including other sectors, economiaatgrs, professional and

economic associations and the mgmvernment sector into the process of developing

this strategic documernih the process of analysing the current affaiesah the field, we

identified all stakeholders directly or yniivedted in the Montengrin maritime economy. In
relation to this, the focus was on the sect
synergies and development ptgeBfi@rts are being invested into achieving this through the
formationf@n integrated maritime cluster in Montenegro. Guided by this goal we identified all
state bodies and institutions, economic operators (directly or indirectly included in maritime
economy) professional and economic associations, the NGO sector etc.

Summig up the methodologies described above and taking into account how specific this field is, we can
say that in the process of development of this strategic document wenlintertioadiylittic

approach to Montenegrin maritime economy basediiotipleeHglix Model that reflects all the

important parameters that have to be in the basis of every development policy, strategy and activity in the
modern economy. In that respeetprocess of defining strategic goals included the following
componest private sector, public sector, civil society, expert community and the environment.

The Quintiple Helix Model, where the fifth helix is the environment, implies thavémg future of
progressive economy has to be based on knowledge that isaainhsderfeeiconomic growth and

productivity. This model grew into a specific analytical framework for modeling development strategies or
the regional, national and internatieglalifedefining development plans, all components of the
quintiple helpxesented below have to be taken into account.
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Quintuple Helix
(context of (natural)
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Helix

(context of society for Triple
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Knowledge economy

Knowledge society & knowledge democracy

Socio-ecological transition

Image 1: Quintuple Helix Model
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PARTA:Vision and Principles of the Strategy for Development of Maritime Economy

PARTA: VISIONANDPRINCIPLESF THESTRATEG¥ORDE\ELOPMENOF MARITIME
ECONOMY

A.1: Vision of the Strategy for Development of Maritime Economy

Montenegro by 2030 having restored its reputation of a traditional maritime country with a significantly
strengthened competitive maritime economy whose wleveldased on the principles of
sustainability. As such, the Montenegrin maritime eabinciugethall sséctors of blue economy,

contributes to the overall economic development of Montenegro, having a higher share in the GDP
structure.

Competiteness of economic operators in the field of maritime economy has been significantly increase

A large number of infrastrucural projects have been implemented according to thprivatiel of public
partnerhsip, in line with the new legislativerkamewo

Port infrastructure projects have been implemented or are in progress. ditosideithésbasis
for the Port of Bar to become a port of regional importance.

Port infrastructure built in the ports that are connected with the hintelbginddmdaamd railways
infrastructure contributes to the increase in economic dctivitiesofigoods, and in that also to
competitiveness of ports. In such a way, Montenegrin ports, that have started using their geostrategic
position in an adequasnner, are beccoming the generators of continuous and sustainable growth of
the maritimesenomy.

Shipbuilding ports in Montenegro are recognized in the entire Mediterannean as the ports that primarily
offer services of building and refurbishingagdahisggachts at the highest world standards and
make thus a high quality supportgttiag nautical tourism.

Due to the cause and effect relation, the revenues from concession activities have increased, given the
impact of the above parameter®@mount of the variable concession fee.

Capacities of the nautical tourism portisenmeatket demand for accepting vessels. On the other side,
the volume of maritime transport has been optimized in ports where that was required, primarily in the
aim of protecton of cultural and historic heritage and the environment.

Through implememtatdf the measures related to the Register of Yachts and fiscal policy, the number
of yacths entered into the Montenegrin register that use Montenegrismauditabmtheir home
ports has significantly increased.

The already recognizable fmrtgutical tourims are becoming the centres for maritime operators that
manage megechts with all the ensuing multiplication effects.

Through a stimulatigedi policy, and strengthening of the capacities of the flag state for implementing
IMO andther instruments, the gross tonnage of Montenegrin merchant fleet significnatly increased, and
Montenegrshippwners ath operatoi@e becoming competitive in the internatiitiraermarket.

Montenegro is becoming a recognizable hub for maritime activitigsifieantt ausnber of
specialized companies forghityg ship management are active in its territory.

National maritime cluster has been estabished. It dstaketsolders in maritime economy in the

context of blue economy, and in that wayethegrf the profession on the developments that impact
maritime economy is strengthened, and the professionals, i.e. human resources have gained a very
importanbte in the entire process of improving maritime economy in Montenegro.
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PARTA:Vision and Principles of the Strategy for Development of Maritime Economy

Implementation cégisely defined activities has led to improvemesattetyothearitime navigation
andsecurity aff ships anutrt facilitiesince they cditste a precondition for development of maritime
economy.

National Maritime Single Windiw&Whas been fully implemented.

Montenegrin maritime administration significantly strengthened its capacities, primarliy in the field of flag
state control apdrt state control, and national legislation is fully aligned with the Europ&an Union acqui
and other undertaken international obligations. Montenegro fully complies with the international
obligations it has as a coastal state.

Labour law status arghladministrative treatment of Montenegrin seafarers is fully regulated. In this
strategic document they have been recognized as one of the most important resources of the maritime
economy. Reform of the system of educatiomiagdfracafarers haswged resources of even

higher quality and thus Montenegirn seafarers have become more competitive in the international
maritime market, with all the ensuing effects.

Raising awareness, ensuring stimulative fiscal poligyrandrépplational aadional legislation,
Montenegro ensured that the growth of its mar.i
economyo.

A.2: Principles of the Strategy for Development of Maritime Economy

Strategy for DevelopmeMaoitime Economy rédldlce lonterm strategic goal of Montenegro that

implies sustainable and inclusive economic growth which will contribute to the reduction of the
development gap between Montenegro and EU average and to ensuring hifghéo qilatsy of |

citizendn that respect, the process of developing the Strategy, approached from the perspective of «Blue
Economy», did not include only the basic segments of maritime economy like shipping or services in
maritime transport, shipbuilpdorgjnfrastructure,tm@rvices and human resources, but all related

activities as well. To be more specific, «Blue Economy» includes all economic activities related to the sec
and coast and the sectors like fisheries, nautical tourism, expoydtioticendf hydrocaghas

well as the emerging industries, like biotechnology of the sea. Blue Economy implies the use of sea
resources for development of economic activities in a way acceptable for the environment, i.e. the marine
ecosystem. Partamulttention was dedidato the activities aimed at strengthening administrative
capacities in order to create preconditions for high quality achievement of the defined strategic goals anc
timely adoption of the appropriate remedial measures.

The princligs followed in the psxcof drafting the Strategy for Development of Maritime Economy can
be reduced to the following:

- principle of harmonization of the strategic directions with the priorities of the national planning
and strategic documents establigeneral developmémtctions, and harmonization with
the financial strategic documents and economic policy of Montenegro;

- principle of financial sustainabiity which implies that, in the process of planning activities aimed
at implementing strategidsg@account was takEaamnomical spending and involvement of
relevant state administration bodies in order to ensure appropriate conditions, resources and
support for achieving desired results;

- principle of transparency which means that in dtedtegjcadocument thecpdure of
consultations with the bodies, organizations, associations and individuals was conducted in the
initial drafting stage and that the public discussion about the text of the proposed strategic
document was organized iniithethe Governmentslegion regulating the procedure of
public consultations in the process of drafting laws and strategies;

- principle of continuity, which means that monitoring of implementation and evaluation of effects
of the strategic documenpreded, with a vievensuring the process of further planing of
public policies;
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PARTA:Vision and Principles of the Strategy for Development of Maritime Economy

- principle of cesffectiveness and economical planning, which means that in planning and
drafting of this strategic document the account was taken of the levejarfizativana|,
finanal and material resources available for implementation of such a strategic document, using
in that all the existing capacities of state administration bodies in charge of the implementation
of the strategic document.
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PART B: Analysis of the State of A@aiesview of EU Maritime Policy

PARTB:ANALYSISFTHESTATEOFAFFARS
B.1: Overview of the European Union Maritime Policy
B.1.1 Key Features and Trends in the European Maritime Sector

Europ is nowadays considered a centre of global maritime activities. 329 &leyngeéts podsline and
comytolling aroumite third of theofd® merchant fleet. Since almost 75% of the European foreign exchange is
done by sea.gtimaritime sector, which is considered an accelerator of economic growth, significantly contribu
to the development of the coimpetitd efficient transportation system in the EU. Today almost one third of
exchange of goods within the EU is doagvialyilee400 million passengers embark and disembark in European
ports. However, in spite of this, there are still numeroustblaallieniggéise potential of this sector and they

are primarily related to poor connections and exchange of idfornisttiatNeurdemnda wekintegration

with theveraltransport network.

European maritime policy aims at improviagiteemes of Europesdwiywners and operatarsthe

international freight market, impsafieiyof maritime navigation securityof port facilities and ships,
introducing innovations and information technology, as well as mitigating the impact oftroariti@e transp
environment, particularly in terms of limiting emission of harmful gasses from the ships. In this respect
European Union has developed probably the most voluminous and the most efficient regulatory framewor|
tackles all aspects of tinaei industry, abovesafety environment protection and the obligation to introduce
innovations and new sophigddidgatermation technologies into the maritime sector. Although the European
approach to a large extent reflects internationaholofghtoMember States defined by the International
Maritime Organization (IMO), it significantly contributetbimnpsdarentation of legislation and to an overall
upgrade in the operation and efficiency of maritime transport.

European Maritima 5ety Agency (hereinafter referred to a
implementation of the maritifiey pooviding the European Commission with technical, operational and expert
support. Among other things, EMSA has the kepvimmgmecific technical solutions related to supervision
and control of maritime transport. Thus EMSA directbs asitperetritime administrations of the Member
States and candidate countries, as well as with other European Union agriegiemdikEuropean

Fisheries Control Agency (EFCA).

EU priorities and activities:

SSMARITIME

1 Decarbonisation (Zero Was
Zero Emission, wa
management in ports, reducti

DECARBONISATION DIGITALISATION the emissions of damaging ge

and the greenhouse effect)

1 Digitalisation (autoiomt single

Priorities and : )
window systemranifest)

activities in
EU 1 Investment (sustainability
A competitivenessate aid rules)

INVESTMENT INNOVATION

1 Innovation (improvement of e
capacities, encouraging resee
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PART B: Analysis of the State of A@aiesview of EU Maritime Policy

e ) — Safety:
- SafeSeaNet
- Surveillance and control
SafeSeaNet maritime transport
Covers all European Tracks 12,000 <@
& coastal waters ships/day s S - Emergencysponses
- e & - Quick identification of -igh
& BENEFITI 2 vessels
@ Quick identification @ Precautionary@ Improved - PrecaUtionary measures

of high-risk vessels actions emergency <
responses v

The European Commission invests significant efforts to reduce the impact of maritime transport on the enviror
supporting investment in new technologies in form of stzbsidiittesr The Commission also encourages
the port sector to implement measures that can stimulate the use efremdhpnmergreen» vessels.

Reduction of environmental impact

SEMARITIME
TRANSPORT

- Using clean fuels to red

REDUCING THE IMPACT ON THE ENVIRONMENT: emissions of damaging ga

ZERO EMISSIONS, ZERO WASTE
' _ i and the geenhouse effect
Deploylng efﬁcignt engines and o!eap fuels i .
Fockics alf polon it CHG ermiseiors - - Treating shigenerated was

@™ and cargo residues in |
Treating aste from ships via port reception receptlon faCIIItIeS
facilities

- Recycling old ships with a
to protecting the environme

Simplifying administrative formalitie

Simplify administrative Increase .
@ fom?alfi‘t’i e B ihetitiveness - Increase competitiveness
- Decrease costs
€ Decrease _ i
g Savingime

>

@ Saving
time

Source Data and figures are taken from the European Commission website

https://ec.europa.eu/transport/modes/maritimefraagporé en

In maritime transpberé are complex administrative procedures to comply with. They are related to notificatiol
of arrival and reception of ship and cargo and providing a nfombaticof felated to customs, tax,
immigration, safety of maritime navegtiaitpf porfacilities and ships, protection of the environment, health
care etc. Due to these reasons, before a ship arrives into port, i.e. before it dephdstyreiteachaut

coastal state requires numerous documents and information regarding the above.

Being aware of the fact that it is necessary to ensure technical modernization and simplification of formalities
process of notification of arrival egptiom of ships, declaration of cargo and passengers, i.e. ensuring free
transport in thermof EU Member States, European Commission adopted the EU Directive 2010/65/EL

1In relation to the Regulation@&19/1239 of tReropean Parliament and the Council of 20 June 2019
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PART B: Analysis of the State of A@aiesview of EU Maritime Policy

introducing the obligation of implementing the system of the Maritimglé&N@tiodalx5(MNSW), which will
be tackled below.

Starting from the fact that digitalizsatidkey importance for improving the integration of maritime transport into
a multmodal logistics chain, the European Commission is now workingatiothefitiehthnifessystem

aimed at ensuring additional simplification and unifostatysofoconalities in the Member State ports.
Harmonization of these administrative formalities will shorten the time ships spend in ports, reducing signifi
their operational costs. The aim is to improve security and efficiency of mardimdeanridvapaeo the
competitiveness of European ports.

B.1.2 European Union White #2{delr

Roadmap to a Single European Transporféweads a competitive and resource efficient transport system
offers 40 specific initiatives for removaajesband bottlenecks in the fields related to transport infrastructure,
investment, innovatioth éevelopment of three particular segments of the internal transport market by 2050: lor
distances, medium distances and urban transport. DevelofBegiedE tihepean Transport Area requires
connections between various modes of transport ared thherdfcument encourages diversificaton of
passengers and goods mobility. This approach aims at achieving a lower degree of dependance of transp
thedevelopment of the oil industry, as well as the reduction of emmission of gasses aacetfexigreenhous
White Paper perceives maritime transport as a single transport area free from any obstacles if used in it
capacity with clearly establisheeibance and management systems. In addition to this, the White Paper
envisages the establistién single set of rules according to which certain ships can be granted exemption:
from the use of pilots in European ports. The White Paper astutonsmaimed at increasing transparency

of port financing and provision of port servieegewitb protecting competition.

The Report on implementation of the White Paper published in 2016 identifies the following European Comrr
prioritiefor the period 262@19:

- new boost for jobs, economic growth and investment;

- afairer internal ketrwith a strengthened industrial base;

- an efficient energy union with a forward looking climate change policy;
- aconnected single digital market;

- balancednd more progressive trade policy.

It is obvious that the EU focuses on theceodmic aspedtits policies, which is, of course, reflected in both
the shotterm and the letaym strategy of further development of the transport sector.

B.1.3. Eupman Union Maritime Polpryorities and initiatives

The European Union considers its mseitimeto be a catalyst for economic development and prosperity.
Maritime transport ensures trade and contacts between all European countriehyimuouiisupaly of

energy, food and goods. The European Union policy in the field ofisparttimédased on Article 84
paragraph 2 of the Treaty of Rome from 1957, which is today the basis for the adoption of rules on a con
European policyniaritime and air transport.

In relation to the external market, the European Union conaluriardititeepolicy to ensure free access for
itsshipwners and operatirshe maritintieansport services markets of third countries, while in relation to the
internal arket it establishes the rules removing obstacles on the path of development of a siagle market wt
the services of maritime transport will be provided free from any barriers. In addition to this, the European |
uses its policy to try to ensuradoess to the shipping market based on the principles of healthy competition.

The European Comimissmproves competitiveness of the European maritime sector tsafetyodasing
preventing swdandard shipping, reducing the risk of serious maritime accidents and minimising the environme
impact of maritime transpogddition to this, European policy improves competitiveness of its maritime sectol
by introducing new technologies and removingadigenibestriers. The Comission also actively works on

2EU White Paper frafll- Roadmap to a Single European TranspdriTAvesrds a competitive and resource efficient transport
system
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combating piracy and terrorism, while ortaritqomponent of the European maritime policy is related to the
social dimension of the maritime sector, i.e. the improvement of conditiond ligmgarkibgatkships,

health and safety at workeguaating the professional qualifications of skasal@it®on to this, the European
maritime policy aims at protecting the rigfiiensfasi s er s of mar i ti me transpor
rights.

Strategic goals and recommendations of the European Cuediéssiget oui n t he EUO6s Ma
Transport Policy by 20I8e report on the implementation of this document was published in September 201
and it quantifies the achievements madeilmethdentifying at the same time the areas that require further
improvemerits

The report oretimplementation of that strategic document focuses on five key areas:
0] Maritimesafetyandsecuritywith the following aspects:

a. EMSA got the mandatassisttountries candidates for membership in the European Union
and to othereighbouring countries and to extend its scope of activities related to prevention of
sea pollution from vessels to include also the installations for produatioonsf hydroc

b. Improving harmonization between the flag states members of thevialy asdoadmaure
that they efficiently and consistently meet their obligations related to the flag state control, |
introducing mandatory audit of the flag state) felealitier States from 2009 (IMSAS Audit).
The audit is implemented by IMO ovembimstates and one of its crucial matters is the
strategy for further implementation of international steafddygbscaityand protection of
the sea from the ptidin from vessels

c. Port state control: Since 2009 the Commission has beerephmitdihgupport to the
Member States in the implementation of a new apprdsdetbirisgection of ships. EMSA
provides all Member states (as well as NorwayCRoada and Paris MoU members) with
the technical support related to this orspegitne and management of the information system
for identification of kigh ships that contains data about conducted inspeétHEdits;

d. As for the responsibititythe coastal states, the European system for exchange of data
important for maniti safety (SafeSeaNet) is nowadays fully operational and covers all European
coastal waters. This system ensures early identification of ships angkottesisaigh
undertaking prevention measures and better coordination in emergencies, including th
operations of search and rescue at the sea. After the novelties were adf}itgdtire2014
integrated information managerment system used by EMSA based ohSdfeB¢aNet,
and SARAIS became fully operational, as well as CleanSEaN&otheteid ly other
European agencies;

e. Application of the European Union guidelines on places of refuge for ships in need of assistan
i.e. providing for ships in emeegenc

f. Investigations of maritime casulties and incidents: the focus is ampensyptiggtion of
European regulations and IMO Code on investigation of maritime casualties and incident
according to which Member States are obliged to estdbfishderitvestigatiieodyfor
maritime casualties and incidents focusingptethentationsaffetyfocused investigation
and preventive action with the application of a clearly defined system of reporting to EMSA,;

g. As fosafetyof passenger shipg thcus was on improving efficiency and applicability of the
existing European ligisn. In relation to this, on 6 June 2016 the Commission adopted a
number of measures to simplify and improve the application of conzai@oiddpen
carryig passengers in EU waters

h. When it comesliability and compensation for damages by shippingimdtigitits2016
the Commission published the Report on the application of EU Directive 2009/20/EC on tt
insurance of ship owners formeataims. The Report noted that significant progress was

3 European Commission, Brussels, 21 January 2008¢&0@apation from the Commission to the European Parliament, the Council,
the European Economic and Social Committee and the Committee of the Regions

4 Strategic goals and recommendation&fdiiagitime transport policy by 2018, Brussels, 30 Septéminal 2@tking document

of the Commission on the implementation of the EU Maritime transpe&2®p8licy 2009
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(ii)

(i)

achieved in this respéttthe international context, since 2009 the Commission has been
continuously promoting ratification and implementation of all IMO conventions that regula
issues dfability fohipownerand the system of damages related to shipping achigities. In t
respect significant progress was made as well, particularly after coming into effect of the Proto
from 2002 to the Athens Convention related to the Carriaygeos Badgbeir Luggage by

Sea andNairobi Wreck Removal Convémtinr2007.

As regards security addition to SOLAS Chap&iaid Part A, i.e. Ship and Port Facility
Protection Security (ISPS) Code, a significant part of the recommendatioRargiBen in the

of the Regulation of the European Parliament and the Council 72542€104 ehiermimd

port facility security constitute an additional instrument aiming at harmonization in the
implementation of these international regulations.

Digitalisatbn andAdministrative Simplificatipwith the following aspects:

a.

Establishin t rue AEur opean maritime transport s|
administrative obstacles for maritime transport related to the internal Eurmegn Union m

Additional enhancement of the SafeSeaNet system for data exchange agthiesivigw
an enviable level of efficiency of maritime transport within the European Union;

Full harmonization in the implementation of the National Maritindev&giNNESWIn

Further simplification of customs formalities, i.e. full liberadisattoms formalities for the
goods transported between the ports of the EU Memb#riStasssinitiated by the Blue
Belt initiative from 2013

Further work on dBtshing framework rules for investing into the port sector and projects aimed
at inproving connections between the ports and hinterland valorising the European funds with
view to developing further theExaapean network and strengthening irdekegl m

The initiative HAPorts: dr i veana meaduresdi@ v e | 0 [
improve competitiveness and environmental performances of European ports;

In the field of TraAgropean Networks (AMEN t he Commi ssion appc
coordinatorso to follow furt heial méasops e ment
aimed at improving the connectivity of European ports witFEthiep&emdNetwork

corridors;

Particular attention is attached to the research and init@at®s that provide a significant
contribution to achieving a higher lemslpaftitiveness of the European maritime industry and

in essence determine its capacity to deal with the challenges related to the protection of tl
environment and Hadetyof maritime navigation.

Sustainable development andcdebonization of the maritime industry, with the following

aspects:

a.

Intensifying activities aimed at achieving better environmental performances of the maritin
industry, i.e. achieving a-ferm goal sublimed in the @ohce o f fzer o wast ¢
emi ssionso. I n comparison to 2009 there i
adoption of the Regulation 2015/757 of the European Parliament and Council of 29 April 20
on themonitoring, reporting andoagitih of carbon dioxide emissions from maritime transport

that has been applied on all ships above 5,000 BT since 1 Janaury 2018, regardless of their fl

or European port that such ships are or might be located in;

As fotEuropean regulations aboutgueption facilities for-geiperated waste and cargo

residue, the Commission undertook a number of activities in their efforts to improve this segm
of the European maritime Industry. The European Commissianribsuex guidelines

aimed at impring the shgenerated waste manipulation in European ports and more efficient
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supervision of coastal states over the implementation of the MARPOL convention and oth
related regulations;

Globakhipownemnostly use heafaels with a high sulphur cofgeen up to 3.5%). New
restrictions on sulphur emissions were adopted by the IMO in 2008, and their solutions we
incorporated into the Directive 2012/33/EU of 21 November 2012 that defines the content
sulphur in mae fuels. Directive 2012/33/Eahmnding the Directive 199/32/EU as regards

the sulphur content in marine fuels was adopted to ensure alignment with international la
(Annex to the VI MARPOL Convention) and implementation of new globally establishe
standards of S02 emissions in thel'Eb Directive sets the standards for the contents of
sulphur in marine fuels and regulates stricter values. According to the provision of Article 4
paragraph 1, Member states are obliged to take all necessaty sreagerédsat as from

2020 marenfuels are not used in the areas of their territorial seas, exclusive economic zones
and pollution control zones if the sulphur contents of those fuels exceeds 0.5%. Article 4 b) of :
same Directive stipulates thabtients of sulphur in maring ised whitmallind=U ports

may not exceed 0.10% of the total mass. To comply with thesesimaawhergsnd
operatormay use fuel with low sulphur concentration; install wet filters (seawater scrubber) o
use alternative sie

Improving labodaw statusof seafarers and the system for their professional development

and training:
a. European maritime policy recognizes that maintaining high qualification standards in the field

professional development and training mdrseafid improving conditionsdidking on

board of ships under the flag of EU Member States is of key importance for achieving the desi
level of maritinsafety ship ecurityand protection of the environment, and in that also for
achieving compigtness of the European masitioter. European Union policies focus, inter

alia, on the continuous improvement of thavatstatus of seafarers and increasing the
attractiveness of this occupation. Maritime Labour Convention of the Ifeunational La
Organization from 2006 (MQ@5) was incorporated into EU legislation after the agreement
was achieved between social partners. Monitoring of the implementation of this key conventi
regulating labour law status of seafarers on the globaklaeel s/ clear mechanisms that

make a constituent part of two European directives whose adoption was aimed at ensurir
harmonization in the implementation of the convention provisions related to the flag state cont
but also port state control whiiRARHoU,;

Since 2015 EU saafs have been included into the scope of five EU Labour Directives. The
goal is to improve additionally the conditions for working and living on board of a ship and
ensure equal legal and administrative treatnaéatest se all EU Member States;

As for the standards of training, amendments to the STCW Convention adopted in Manila ha
been incorporated into the European regulatory framework in the EU Directive 2012/35/EU of
European Parliament and of theeilCamending Directive 200&Was4 the minimum level

of training of seafarers. Directive 2008/106/EU also includes the common system for recogniti
of authorities on qualification of seafarers issu@ddmyb®mrStates. Decision on recognition

by tle EU of a third country, acepialthis Directive, is based on the assessment of the training
system of such a third country and the system for issuing authorities to seafarers. The requir
control of alignment is conducted by EMSA,;

The European Umioas about 220,000 seafaremyg,tadho make up about 18% of the total
number of seafarers globally. European policies also focus on the more flexible tax treatment
seafarersodé6 salaries to ensure t hdhese compe
measures also aim abenaging Europesiipownerso hire European seafarers, particularly

on the ferry lines that serve maritime transport of the European Union. In spite of the enlargem
of the European fleet, the level of employmenteo$ seakd) ships under the dlagt

Member States has not increased proportionally. The analysts think that these trends can |
explained by technological progress and automation of ship systems because moder:
technologies require more complex anddvameed skills of maritime ddhdualso a

smaller number of crew members.
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(V) Enhancing global competitiveness of the European maritime sector with the following
aspects:
a. The maritime sector faces challenges of international trade, unfair comzétitove adm

barriers, state prtienism, sabotage and in some cases also restrictions related to maritime
transport of empty containers;

b. Bilateral and multilateral agreements on international maritime transport have proved to t
particularly efficienadahieving global competitivarfetbe European maritime sector. The
existing bilateral dialogues and annual meetings with China, Japan, Norway, Brazil and the U
identified areas where cooperation could be enhanced and market conditionsnfor the Europe
maritime sector improved. Ageagent on maritime transport between the EU and China is
considered the example of Abest practicebo
actions of its signatories, but also offers a mechanism @adloggelaand exchange of
informadin. In this way, the agreement offers an official platform and mechanism for solving a
restrictions and overcoming all barriers, creating thus the conditions for all shipping compani
from the European Union;

c. Free Traddgreements (FTA) also constitedédanisms that improve the functioning and
profitability of international maritime transport. They provide legal certainty, predictability ar
clarity, while in the majority of cases they ensure clear solutiorsf fbirdaomastries to
the market

For the European Union, which is still the most important exporter globally and the second largest importe
maritime industry and all related activities connected to the sea are of essential importaglobdior achieving
competitiveness of the European economy. In order to achieve that goal, always bearing in mind the cont
sustainability, the European Union has to focus on coordination between several different sectors and fields,
is one of the prinefpthathis strategic document is based on.

The analysed data show that the European maritime industry and its maritime centres lose dominance in re
to other world maritime centres. Relocation of shipping activities -aegistratien refiph fronthe flags

of EU Member States to the flags of third coufiaggir{decan in a #gdn have a negative impact on the
economy and competitiveness of European Union.

Analysis of the European maritime policy in comparison to theiyaoliciesatidrfal maritime centres
indicates that there is a number of important deficiencies because the European Union currently offers
attractive or less consistent policies in certain segments. The European Union has to considielychanges in its
if t wants to retain its competitiveness as a centre of maritime activities.

The analysis included eight competitiveness factors, i.e.:
i. taxation and other tax incentives,
ii. regulatory, economic and political factors,
iii. availability prfofesi®nal services,
iv. skills and competitiveness of maritime experts,
v. flag attractiveness,
vi. simple operations (no business barriers),
vii. legislative framework,
viii. availability of funds.

The deficiencies identified within the Europeahat/mionconstitute an opportunity for the Montenegrin
maritime administration include:

Taxation and other tax incentives:

Simplicity of relocation of maritime activities in combination with aggressive tax incentives offered by «
international maré@icenes show that effective taxation on the level of shipping companies and shareholders i
a precondition for retaining a significant market share in the international maritime market. Current regime f
facilitated by incentives in the poli&eshéndr States, which in some countries include tonnage tax as an
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alternative way to tax maritime activities, ensures a relatively competitive European maritime sector. It is clei
a regulatory framework that includes tax incentives aimecdch@tcomgtitiveness is necessary for
maintaining equal conditions for shipping companies based in EU countries in comparison to global compe
But this does not mean that there is no room for furhter improvement of the European maritioid policy, which
additionally boost competitiveness of European flags and Europe as a centre of maritime activities.

Regulatory, economic and political factors:

A significant deficiency has been identified in the implementation of policies and the rdgofaiisy framewor
Member States. Although EU policies in their current form provide more than a solid regulatory frameworl
freedom of Member States to align the framework to fit their specific needs is limited. There is a weak
manifested in the lack oibfléxin adoption and implementation of incentive measures, while maritime
administrations that run other international maritime centres are frequently more pragmatic and profit oriente

Accessibility of professional services:

There is a significaffedene between the European Union and other maritime centres. In other maritime centre
the key ambition is to support development of the connectpdbfeasitimal services in order to develop

and support the maritime cluster and its overativeaap@&his trend is followed by the Singapoore Maritime
Cluster Fund for Manpower Development and the Hong Kong Maritime and Aviation Training Fund (MATF;
European Union does not have any similar policies that would focus on the destsdogmaritimkea

sector, which is the core of a successful maritime cluster, and where the priority is to strengthen the skills
parts of the maritime indiildogm the seafarers to sea managers and brokers. Cluster development strategies
of the layest iternational maritime centres focus on the entire chain of related maritime services, while ti
European policy for cluster development (prepared in the context of Integrated European Maritime Policy) le
similar fundamental focus.

Skills and ompetitveness of maritime experts (on the ship and on the land):

The analysis indicates that there are no significant deficiencies in the regulatory framework of the European
in the field of subsidies for training of seafarers and in theepilobdbeincome tax and contributions for

social insurance. Training for seafarers can be subsidized fully under certain conditions. In the European U
is most frequently the subsidy that covers 50% of training costs, which is lovper ¢haveire Sirtysdies

usually cover around B0% of the costs.

Attractiveness of the flag:

There are certain deficiencies in the European maritime policy that can have negative consequences
competitiveness, and in that also lead to relocatiomesfatidgties arakflagingof ships to navigate under

the flags of third countries outside of the European Union. These deficiencies can primariliy be seen ir
requirements for registration of ships related to the nashpalityed andthe retrictions related to
nationality of the crew members and age of the ships that can qualify tor registration (the case of Greece).
are efforts to remove these deficiencies by offering special conveniences that European martttime countries c
shpowners andperatorgtonnage tax, more flexible regime to tax seafarers, releasing restrictions and
requirements related to nationaftpafnerand the crew, etc.)

Simple operations (no barriers for business):

Continuous focus of the Europaatinmpolicy on the removal of administrative barriers in the maritime sector
is considered to be very important. However, it was identified that the European Union does not perceiv
maritime sector as part of the global maritime sector, apdlitissdheoncern here could be additionally
improved in that respect.

Accessibility of funds:

Private shipping companies manage about 70% of the European fleet that finances its investment projects tr
loans from commercial banks. Current refralewmork is already restrictive, while proposals of Basel IV (and
probably the mandatory implementation in the European Union) will make financing of shipping activities ever
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difficult. Therefore, it can be concluded that it is possibleghetrsipipps who do not do business in the
European Union might have more available sources of finance since they do not use traditional bank I
exclusively.

B.1.3.1 Elntegrated Maritime Policy

Integrated maritime policy is a coherent approachictesatefaded to the sea and it implies an enhanced
coordination between various and diverse sectors and fields like shipping, ports, environment, sea and off
explorations, generating effiengythe sources coming from the sea, shipbuildingcamhetied activities

in the maritime transport, maritime and coast tourism, fisheries and mariculture, employment, developme
coastal areas, as well as foreign policy related to maritime sect

Integrated maritime policy focuses on the isslies that o t belong to one sector
(economic growth based on the synergy and coordination of various sectors and fields connected to the se:
such, the EU Integrated timaripolicy is a framework for valorisation of devplmpmteis through

harmonization of development policies of diverse and sometimes conflicting sectors that are related to the s

Key goals of the integrated maritime policy are summed up below

- Achieving sustainability in exploiting the sea inemslmeteconomic growth of coastal areas in
segments of ship transport, sea ports, shipbuilding, ship refurbishments, environment, and manager
of living marine resources;

- Encouraging researchiandvation and strengthening scientific capacitiesladgekno

- Improving quality of life in coastal areas;

- Improving the position and recognisability of the European Union in the global maritime industry, etc.

Integrated maritime policy should Istrameént for coordination of all existing policies giutuathinter
connections between various economic activities and human activities focused on the sea.

B.1.3.2 Motorways of the Sea

The concept of AMot or wa intermadél lodistice ch@ns ahich shoult s thaeand i n
contribte to higher quality of transport and its more efficient organization. Intermodal logistics chains will
sustainable and will bring significant benefits not only in thegisdicspargibut also in commercial ones.
Motorways of the Sea wiltawe access to markets around Europe and the world and at the same time bring
relief to the European road network. For this purpose, fuller use will have to be made not only of the mat
transprt resources, but also of the potentials of rail arfdasbadtture, as well as inland waterways, as
indispensible parts of the transport chain.

Four corridors were designated for setting up projects of European interest:

- Motorway of thalBc Sea (linking the Baltic Sea Member States witheéh&tdies in Central and
Western Europe, including the route through the North Sea/Baltic Sea canal);

- Motorway of the Sea of Western Europe (leading from Portugal and Spain viadghbeANantic Arc t
Sea and the Irish Sea);

- Motorway of the SeamftBEast Europe (connecting the Adriatic Sea to the lonian Sea and the Eastern
Mediterranean, including Cyprus);

- Motorway of the sea of Salght Europe (western Mediterranean, connectiRgpSpajitaly and
including Malta and linking with thevielotd the Sea of Sedtalst Europe and including links to the
Black Sea).
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Image. 2: TEN-T corridors Image: Motoways of the Sea

TENT® Guidelines from 2013 (Regulation (EU) 1315/2013) redefine Motorways dietheaBémes t
dimension of the trEwgopean transport network that will contribute towards the achievement of a Europea
maritime transport space without barriers hBuenpottance of connection of Montenegro to the key network

of European transportidors, and in the context of the development of maritime industiyExdbapder D
Envrironment offers a detailed overview of these corridors and an spmhicatiedwoak that connect
Montenegro with key European corridors.

B.1.4 Developnief the basic regional transport network-EaSbEtirope (SEETO)

The aim of SEEI[South East European Transport Observatory) is to promote cooperation on the developme
of the main and anciliary infrastructure on the multimodal SEETOvEd\gvwedr&resnd to enhance local
capacity for the implementation of investment prograrathas data collection and analysis on the SEETO
Comprehensive Network.

The main objectives of SEETO cooperation:
- Develop the SEETO Comprehensive network;

- Improvand harmonise regional transport policies and technical standards for the SEEV® Comprehens
network;

- Maintain an effective coordination and communication network; and
- Integrate the SEETO Comprehensive Network in the framework of tHeunopeahietmsrk.

5TransEuropean Transport Network-) Elds established to ensure a &amstesimpler flow of goods and people among the EU
Member Stateshel'key goal of THNs geographic and economic approximation of various parts of Europe through development of
railways, roads, ports, airports and systems for managing transpdite aevwelh@ment of the lacking links on the transport network,
removing bottle necks and eliminating technical barriers that exist between transport networks of EU MenibeairSeates. All of thi
strengthening social, economic and territ@iahaflibe Union and the establishment of a single EurquuebArBarnkhese goals

will inter alia be implemented through the construction of new transport infrascuture, as well as modernafatiereaigdinggrading
transport infrastructure.

6 Memorandum on understanding for the development ofenbbsEnggprt network in Seagtern Europe (SEETO Memorandum)

was signed in Luxembourg on 11 June 2004 by the governments of Montenegro, Croatia, Bosnia and Herzegniana, Macedonia, A
Serbia and Kosovo, as well as by the European Comnaistiagntd\ttee Memorandum, Montenegro participated in this format and is

a fulifledged member. Thus, it participated actively in regional cooperation that was the basis af tietipelEyropeati Union

towards the Western Balkan counthesfield of transport. Further positioning of the Memorandum was made possible through the
implementation of Protocol IV on land transport within the Stabilization and Associstare&gteeriembpean Communities and

their Member States on tkesa@e and the Republic of Montenegro on the other.
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Image 5: Integration of SEETO and TEN-T projects Image 6: SEETO comprehensive area
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B.2: Overview of Montenegrin Strategies, Planning and Spatial Planning Documents

B.2.1 Programe of Economic Reforms for Monten2g&12019

A strategidevelopment goal of Mmgeo defined in the Programme of Economic Reforms is sustainable and
inclusive economic growth that wil!/ contribute t
average, as well as to better quality ofllits oftizens.

To achiee the above strategic development goal, the Government of Montenegro will in the mid term combine
sets of economic policy measures. The first set of measures is related to the strengdoemogiof macro
stability of theuntry, both fiscal andricial. The second group of economic policy measures is focused on the

i mpl ementation of structur al ref or ms, i . e. el i mi
increasing the potential economic gromehmedium and lomgte

The Programme of Economic Reforri20201@efines the reform measures as the answer to the problems of
competitiveness and growth, in line with the European Commission guidelines.

B.2.2 Tranport Development Stefi2§y2035

Montenegrin Transfeelopment Strategy identifies the state of affairs in the fields of transport,
defines infrastructural, organizational and operational goals for transport system development that are t
implemented througbrslerm and lorigrm implemertion plans.

The Transport Development Strategy defines five strategic goals:
- Economic Welfare,
- Accessibility, Performance of Operations and Quality of Services,
- Safety and Security,
- EU Integration, and
- Environmental Susédility.

In the context of dieyenent of blue economy below is an overview of the specific objectives and measure
focused on infrastructure, organization and operations.

Specific objectives and measures focused on infrastructure development

1. Complete afifrastructural projects iedurd SPP (Single Project Pipelieagewal of the permanent line
BarBariBar;

2. Improve connections of the port dfiidaeased cargo flows, improved competitiveness of the port, full
valorisation of the port of Beocitées:

- Improving railway oections with the port of Bar and
- Extending quays in the port of Bar;

3. Reuvitalization and/or reconstruction of the maritime transport infusatgitheexisting/abandoned
transport infrastructure

4. Development of @t area in the port of Baingllide:
- Increasing trasBipment of general cargo and containers by receiving the statisprharitgoust

- Extending the capacities for-¢sfapsent and storing dry bulk cargo in the North slopes of the hill
Voljica and

- Increasing traskiprent of liquid and bulk cargo;

5. Strengthen the development of an efficient integrated transport systermtidaliifidiexetopment
of favourable conditions for intermodal and combined transport and logjstegsattedti reducing
logisticosts:

- Establishing intermodal stations in Podgorica and Bijelo Polje;
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6. Applying ITS technologies in the sector of road, railway and maritirmepgransgarvices for users
and passengers:

- Finalization of thetivities on the implementatican\éé#isel Traffic Monitoring and Information System
(VTMIS).

The Strategy also recognized: the need to introduce new sources of financing and new companies to the m
dominantly through concessions; the neesltoeftibiency in operations, contmiEnance and allocation
of the budget with a view to promoting environmentally acceptable projects in the field of transport.

Establishment of an inland watérWigpazar was also planned, as well as thenmaprafeonnections of
the Port of Bahrough better valorisation of port services and valorisation of the Port of Bar as the new destina
for cruisers.

B.2.3 National Strategy for Sustainable Development by 2030

National Strategy for Sustainabkdopment by 2030 (NSSD) is a stfatelpndgerm development of
Montenegro that defines solutions for sustainable management of national resources.

NSSD establishes principles, strategic goals and measures for athimvéngtimingble developwigthe

Montenegrin society, takitmgaccount the current state of affairs and international commitments, primarily the
UN Sustainable Development Agenda and the implementation of measures defined in the Action Plan for the
by 2030.

The Strategyomotes the need to integrate eicat®mlopment, management of natural resources and their
protection. Environmental, economic and social aspects of the development of Montenegro in the last dec
show that there is a possible danger of qualiiatjuantitative degradation of Inatswarcess and lower
availability of other resources (human resources, as a precondition for development, economic capital).

The Strategy defines management of coastal area resources, which are among éhesoasteslofbl
Montenegro and whichehauge potential for innovation and development.

The most important economic activities in the coastal area are in the fields of tourism, maritime indu
shipbuilding, fisheries and aquaculture.

The Strategy aladicates to negative effects: inadatgieelopment of tourism and maritime economy, as well

as exploitation of mineral raw materials (sand and stone), lower share of agriculture and fisheries, fast urbani:
unsatisfactory quality of the envirohargasting of fish stocks, inadecgatiment of waste and waste waters

on the land as well as pollution from vessels, inappropriate methods for management of solid and oily waste,
water in ports etc.

Lack of quantitative indicators to asggsainbearing capacity of land antba&iébutes to unsustainable
management of the coastal area.

B.2.4 Strategy for Development of Tourism by 2020

The vision of the Tourism Strategy by 2020 is the achievement of the strategic tourism development goals tr
the development of the redjuourism and anciliary infrastructure, in particular: improvement of accessibility o
Montenegro, enhancemeutildfes infrastructure, development of nqualitytaccommodation capacities,
increasing standards of existing accommodation,daggaovies quality of services in tourism, establishing a
ficl ean i mageodo of Mo n t devedgrerd, stremgtheninpthie iinatigitiomakfrgmeavaria |
and including the local population in tourism.

The strategy particularly focusesseraktourism clusters with a view to establishing their larger scope, quality
and variety. Within the coastalthere are clusters that differ between themselves with regards to features of
nature and culture.

B.2.5 Montenegrin Fisheries StratEg3020

Montenegrin Fisheries Strategy provides guidelines for the development of Montenegrin tiéstierfies in the con
the general commitment of Montenegro to implement the EU integration policy. Key goals of development |
sector are divided storterm and lodgrm goals.
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Shorterm goals in the field of exploiting existing resources incluglandathadarnizing the fleet, as well
as establishing appropriate market outlets to secure the economic viability of this aetivity.tidte first s
respect is ensuring coastal infrastructure (ports, landing places, storage capacitiesketnoufieting mar
(connections with processing capacities or development of other market possibilities).

Development of the sustainable aquasatttoe (both fresh and marine water) shall continue through
modernization of existing farms in order to imocket®P and strengthen competitiveness and efficiency of
this sector, while respecting high environmental, animal health and wedfahe astditida to the species
presently farmed in Montenegro (sea bass, sea bream, trout, musseldeogsgsedsahe development

of aquaculture in production of other species that have not been grown in Montenegrin farms, primarily i
segnent of shellfish farming. In doing so priority will be given to growing indigenous species.

Investment in processing capacities, connecting primary production (caught and farmed) with processing cap
can secure development of higher value addet$,pas well as marketing of products intended for indirect
export through the developrhémirism and new targeted markets that Montenegro plans to define.

In terms of small pelagic fisheries and the purse seine fleet segment, the gaatiistyooénisareurrent

fleet, to modernize it and to increase its viability, whileveegilisngtainable development of the sector. In
terms of coastal gears, Montenegro intends to maintain the fleet capacity at the estimated number of 180 ve
In bottom trawl fisheries Montenegro intends, duriragtlesgien period, to ensureetiiacement of

engines (fuel) and modernization of vessels with the aim to increase the safety of vessels.

In addition to the creation of new sites, devebapmeulture is also seen in the opening of new locations as
well as in the continued nmachdion and automatization of production in both the freshwater and marine
environment.

Montenegro intends to modernize and develop its processing takiagjttherywith domestic farming and
capture fisheries. Itis foreseen that the piaddag of primary production and processing will continue through
the creation of cooperatives in fisheries. Development of markets is seen in tloel bcendimdy raepting

certain standards.

B.2.6 Regional Development Strategl02014

Key goabf the Regional Development Strategy is an achievement of a more beleomenisocio
development of Montenegro by creating conditions for increasimegeasswdedit parts of the country and
implementing their development potentials.

In the coaal region, key development challenges for {poatsetient units are related to the development
of communal and new road infrastructure, developrisntasfdamorisation of cultural and historic heritage.
Priority areas for achieving théfietkotevelopment goals in locgioselfnment units of the coastal region
include: accelerated development of tourism, development of coastal navagatigncamnpetitive
entrepreneurship development, development of agriculture and pegEsgingalofproducts, better
valorisation of marine potentials, and development of the required institutional capacities.

In the field of transport the Stnateggnizes the following priority tasks:

- Upgrading road infrastructure,

- Creating conditions ifaproving maritime transport (development of coastal navigation projects and
ports) and

- Upgrading air transport.

B.2.7 National Air Quality Managementy 20042020

National Air Quality Management Strategy focuses on timely responsin aicsatbdxitadation of stipulated

air quality standards. This strategic document envisages measures for protection and preservation of air @
and for preméion of deterioration of air quality through careful planning of sustainable dexelafyriant, par

the sectors that significantly contribute to pollution.

National Air Quality Management Strategy focuses on a timely response of autbrii@ationcakse
stipulated air quality standards. This strategic document envisages pnegsuii@s and preservation of air
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quality and for prevention of deterioration of air quality through careful planning of sustainable developr
particulaylin the sectors that significantly contribute to pollution.

The Strategy identifies the sigsficant pollution sources: transport, energy production, industry, agriculture anc
household heating and adopts special prevention measures. Isistdaatiteatievelopment principles are
necessary in all identified areas.

Action plan for tineplementation of the Strategy envisages adoption of legislation on the manner of keeping t
inventory of polluting matters and GHG, legislation on atisgiohobfevolatile organic compounds that
originate from storage and racking of fuels ahgbaisés and varnishes, as well as improvement of the
information system to make the air quality data available in real time, which would enseisgitleploeting in i
requirements.

It should be noted here that the legal framework that Mord¢oeggulase the protection of air from pollution
is aligned with the EU aquis.

B.2.8 National Strategy for Integrated Coastal Zone Managie2G3t 2015

Natonal Strategy for Integrated Coastal Zone Manager880 2644s, inter alea, complex issues that
require an integrated raalttorial approach and a coordinated harmonization of priorities. Municipal waste
managemement and waste water managexaésu included in the Strategy because the overall spatial,
economic and social development of the coastal zone depends on the success in dealing with them.

The National Strategy for Integrated Coastal Zone Managfaihidedibies the follgwhategic goals:

Efficient preservation of nature, landscape and cultural assets

Spatial planning and sustainable spatial development

Development of infrastructure for pollution prevention and remediation
Improving the performance of the coastal nong/eco

Improving the coastal zone management system

Strengthening of human resources and social cohesion

= =4 =4 -4 -8 4

The Strategy focuses also on recognizing the need to protect marine ecosystems and on Blue growth.

B.2.9 Second National Biodiversity Stratégyiovithan 2012020

The second National Biodiversity Strategy with Actior2pl2d fallbérs the strategic commitment of the state

in terms of the need to preserve biodiversity expressed in current strategic documents. The Strategy also ad
newconceptal approach based on the need to give a strong contribution to the development of key areas
implementation of the strategy such as education, communication, raising awareness in the field of biodiversi
a more efficient integration afeisil protection into other sectorial policies and activities.

This Strategy defines seven strategic goals:

1 By 2020 biodiversity protection is in practice one of the several most important social and political prio
in the overall development;

9 Bidliverdy is protected by a nuligitiplinary and a radttorial approach;

9 Efficient mechanism for financing biodiversity has been designed, inter alia, as a transition to a sustair
biodiversity economy (as a part of green economy) by 2020;

1 A sigriicanteduction of identified direct pressures on biodiversity is registered by 2020;

1 By 2020 preconditions have been created and targeted measures for biodiversity protection ¢
implemented;

1 By 2020 environmental infrastructure is designed anda$utiottmasis for preserving national
biodiversity;

1 Knowledge about biodiversity is improved and systematized and broadly and equally accessible thrc
developed mechanisms.
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B.2.10 Municipal Waste Water Management F2822016

Municipal Waste WatenadamenPlan 2018020 is focused on providing the Consolidated Waste Water
Management Plan for the entire territory of Monten&f)852ai8 will be the basis for the development of
the Plan of Implementation of the Urban Waste Water Treéitreent Direc

The Strategy contains all key aspects of a report that include: volume and current state of affairs of the infrastr
and services in the field of waste water; projections; and assessment of gaps in terms of the Urban Waste
Treatment Directivee T3trategy presents and proposes measures for waste water management aimed a
achieving alignment with the Directive. Cost assessment is done, financial analysis and analysis of affordak
prepared, as well as the concludidhe analysis of ldgfion and institutions. Goals of the strategy are
presented as general and specific. The general goal of the strategy is to ensure implementation of legislation
field of environment, i.e. waste water management. Thealfsdificevelop asaidated waste water
management master plan that would cover the entire territory of Montenegro and be based on the two ex
Master plans and drafts of the specific plans for the implementation of the Urban WastdW&sttvd reatmen

B.2.11 Nianal Climate Change Strategy22305

The Strategy is divided into ten chapters. It deals with the methodology for the development of scenarios f
projection of green house gasses emissions. The strategy analyses pmptialg givEl the féoat

Montenegro as a candidate country has to aligteiita prajs in the field of climate change with the goals of

the EU. Therefore the key documents that were discussed were the 2030 Climate and Energy Framework a
Roadrap for Moving to a Cetitve Losarbon Economy in 2050.

The key message of this strategy is that the strategy cannot be implemented without the integration of its goe
important sectoral strategies and policies.

B.2.1X5pecial Purpose CoastakZlan

Special PurppLoastal Zone Plan (SPCZP) defines the organization and regimes of the use of territory of 1
coastal region, as well as the distribution of functions and zones for certain purposes in space. The belt be
100 and 1,000 m (exaephe islands) idided as the zone reserved for the development of tourism, respecting
all protection regimes. The area beyond 1,000 m from the coast and settlements are not within the scope
detailed elaboration in this plan. For that Btaa fnevides develepthguidelines and rules that will be used

in developing Zoning Plans for municipalities and the General Regulation Plan.

SPCZP recognizes tourism as the key driver for development of this region. The projects which are devel
mainas for megachtsike the Port of Tivd&orto Montenegro, and the tourism developments in the peninsula
Lugtica, Portonovi and ot her s, create pendcondi't
tourism. However, developmert hadased on the disjm: of economic activities that is, inter alia, achieved

by the development of modern maritime economy. Maritime transport, ports, free zones and support to ma
engineering are significant in that orientation. Port dfi@ahigydrd port ifeli create the basis for the
development of this activity in the Mediretarranean zone.

The analysis of maritime economy indicates the existence of significant unused potentials. Above all ther
problems with financing, obstelmology, capacitieat are not used, insufficient foreign and domestic
investment, surplus of employees on one side and lack of qualified human resources on the other. Accordi
the guidelines of SPCZP, the activities aimed at the retiadbifitatinem developnwrthe maritime sector

include: liberalization of business, finalization of the legal framework, harmonization with international stanc
improvement of data accessibility and reform of statistics. Particularly irapottattnesatherfe affaire

capital intensive and that they requiterfardevelopment. Therefore, any lagging behind contemporary trends
(obsolete equipment, great depreciation costs, idle ships etc.) inflict significant damage todtteisector. On the
side, Montenegsoamong the countries with the priviledge of sea access and given its size, the maritime sec
can be a significant generator of development.

According to SPCZP, the maritime economy has not been sufficiently spigsootesiperioe and tloeeef

its potentials are not adequatly used. The plan envisages activities aimed at the development of the maritime
through liberalization of business operations, harmonization with international standards and foreign c
investment. The key foitabzation and development of the maritime economy in Montenegro is foreign direc
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investment. Free zones (FZ), particularly the Free Zone of the Port of Bar have significant economic pote
Attracting foreign investmantghrfree zones, thatr@feumber of advantages to the host country and foreign
investors, is recognized as one of the priorities.

As for the nautical tourism facilities, SPCZP envisages that their construction will be possible in line witl
followig conditions: maritimed@@ns, spatial context in terms of purpose and terrain, environment protection
and capacity of communal infrastructure (utilities). Locating nautical tourism facilities outside of settlements
within separate tourism zoegsrdls on maritime andhesdactors, type, size and spatial organization of the
tourist zone, seasonality etc. For each tourism zone that has access to the sea there is a possiblity of comn
berths, which means that on a lower level for edatatibtieewhere touri@wetbpments will be located a

detailed study should be made to analyse natural preconditions, as well as an environment impact assess
study.

Number of berths of one or several mooring facilities near the tourismexirfenteti@diamounttoup

at most 20% of the total number of accommodation units, but not more than 50 berths. Construction of r
tourism ports should primarily be envisaged in clearly degraded parts of the coast, while in other parts I
changs of configuration shdwégrevented by filling and digging the coast.

Main directions of development of ports in Montenegro should be in line with the fact that modern ports are pr
of global containerization and intermodality; that ports begame dy h ub s itfhatiande @A co
production/distribution networko and that port s
and integrated.

The Plan envisages the Port of Bar to be the main intermodal termitell anethe@ithamtenegrerah
truck terminals,-Ro terminals, container terminals etc. are planned.

The Plan also envisages the construction of the International container terminal which is presented in graphi
in Images 8 and 9. Feasibility anulde of the potentiatamer terminal will be established in the forthcoming
period, given the fact that this project should be additionally elaborated and adapted to real potentials o
Montenegrin maritime economy and the relevant market.

LUCKA ZONA - SLOBOONA ZONA LUKA BAR

ZONA BAR

Image 7: Graphic presentation of the new container terminal in the Port of Bar
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Image 8: Graphic presentation of the new continer terminal in the Port of Bar

Second stage of development of the Port of Bar shoattt&iwswale5 million tons of transhipment annually.

In that way, the full capacities of the Port of Bar of 12 million tons established in the Spatial Plan of Monte!
would be used. Increatiregcapacities of the Port is possible if a new potinagsidtoitt and developed

from the existing breakwaters to the top of the Volujica hill. It would consist of thedaktwirigphydro

1 New jetty on top of the cape Volujica 1,665vithitimg allegation of the crown on +7mnv and the
protectingetty of 330 m in length;

1 New quay with the operational coast of 1,500 m in length that is obtained through reconstruction
extension of the existing main jetty where six berths cah Beurbatths are 240 m long, while the
bottom is ci4 mpne 220 m and one 260 m with the depth of the Aéttomvof

1 Two new quays, 600 m long and 100 m wide where 14 berths in total are established with the depth ©
bottom 14 mni 18 mnv;

Within the pool, the area for turning boats of theodliad@eteris to be established.

Depending on the trangfliettibution requirements and economic possibilities, the centres for transport of good
can be developed in Zelenika and Lipci.

According to the Special Purposes Spatial Plan (SPSP) tte RostilbfbBing developed as the main
international cargo port in Montenegro. Management activities should be focused on increasing the level of |
existing capacities, developmaetotapacities in line with realistic demands of the usess ahdethe

upgrading of operations in line with relevant international standards.

Special Purposes Spatial Plan offers the guidelines for the basic network of marinas iathton20@@ro with
berths. Typology of marinas, as proposed below eiensard their market orientation and the need to meet
speci al specifications f or e a cchtegariestobspecid#d maripas)s e d
should be subjecthie same legal requirements as other marinas. Classifica@snotore as follows:

- Two large service marinas of the capacitg@d #6€hs,
- Six standard marinas of the capacity3®01l0érths and
- Four special marinas with a smaller odtodehs.

In addition to these, berths are envisaged i thfekwior, Budva, Zelenika and Herceg Novi. Each of them
has parts intended for this kind of berths. According to Special Purposes Spatial Plan a marina, i.e. a na
tourism port hasdontain: an area for devices for lifting and lowering aohts &nang from water and land
surfaces; area for storing boats and yacht on the land; devices and equipment for maintenance and servic
boats and yachts. These conditions areedetisiia for defining the concept of marinas in this planning
dacument.

Before starting any intensive construction of nautical capacities certain systemic measures are to be under
on the state level, particularly when it comes to trandpgiin&aguticture, insurance of ships and distribution

of weathetata.

In the process of drafting this strategic document, during the public consultations and debate, cer
inconsistencies were noticed between the concerpgldrspagadlocumentation and the decision related to

the ports, including, for exareie dissification. To be more specific, Special Purpose Coastal Zone Plan
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(SPCZP) recognizes certain categories of nautical tourism ports, like service marinas, standard, VIP marina
marinas etc., while in the Law on Ports and in the decistboskeltyaisis of that law that refer to defining

ports according to their importance, purpose and type of maritime transport, this classification of the nautical t
ports was not envisaged. Given the above, it is necessary to ensure thedfaemorokagipand concepts

of concern in this field, so that in the legal order the uniform approach could contribute to avoiding any po:
lack of clarity and different treatment of ports.

However, given the importance of thepdpatitdcumelite SRCZRE we hereby present an excerpt from that
document which is relevant for strategic planning in the maritime economy sector.

Marinag service marinas (4@D0 berthsMarina Bar and Port of TiRatto MontenegstandardKobila

Shipyards:

Piers:

Mooring facilities:

(up to 1® berth), Liman Ulcinj (up to 300 berths), Bigova (up to

150 berths), Lugtica (up to 150
Boniii (up to 150 berths with r
mast of vessels) amecial Ada Bojana (up to 50 berthgriBal

(up to 100 berths), Kotor (up to 150 berths), Risan (up to 150 berths).

Bijela and Bonili

Pristan, Petrovac, nenoviii, I g
Pine, airport Tivat (cove Kukiuljrager terminals in the fonaif

air transport), Prlanj, Dobrot a,

Obl at no, Lugj[i'(':MeljirtE,aZyeIenika,\lqsIa'\'l'vatiice,
PrlanjiGuBani Rose, island St Nikc
Cape neranetto Port Mi | ena, e

Acceptance of technical vessglertoperational coasts of the ports of Bar, Zelenika and Lipci.

Anchorage$ for larger and smaller vessdBgtween the Port of Zelenika and the settlemenbKuvehor

Laketransport:

as in front of the cove Meljine, &odtrof the Port in the cove of
Kukuljina, in front of Risan, next to the St. Stasija church (Dobrota),
near St. Matija church next to the port lights in the Port of Kotor, in
front of t hje, sreetatrl etmeent c Ppd anf
Bigova cov&ekavica cove, Sewhst from the church of St. llija,

cove of Jaz under the Neat$t coast in the cove, East from the port

of Budva, near the cape Zavala, near the island St. Nikola, North from
the isdnd Stari Ulcinj, next to the chapelon$he cliff Ne L el j a,
of Bar. Anchoring is prohibited in the sea area whose boundaries go
along the link between the cape Volujica and cape Ratac and along
the coast E from that link. West from that linkgaischemitted,

while in Ulcinj if the weashime and during tempest, ships can be
anchored in front of the pier, and during tempests they can be
anchored in the part of the coast between the cape of Mendra and the
cape of neran.

river Bojana, system of Porto Mdanal (Solnffrom the salt pans)

T river Bojana Skadar Lake, which would activate and revitalize
transport in the inland waterways. Waterway should be of appropriate
water depth and it should be maylstippliated signalization and
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lighthouses. Key faciliti¢heofake transport are the existing piers:
Pl avni ca, Rijeka Crnojevil a, Vi i

Special Purposes Spatial Plan for the coastal area of Montenegro recognizes fisheries amgonetulture
economic activities with development potithtali®W to using the existing potentials in the future, the plan
proposes enlargement of the fleet to the full fleet capacity of 223 vessels, out of which 85% would be the ve
below 10 ners in length. Segmentation of that fleet will depenéitabtbdish resources in the Adriatic sea

and all kinds of fishing will be covered by the management plans. The plan also underlines the need to el
logistics on the coast, which meatdigtsng infrastructure for fisheries on the land]isbingsthb place

of first landing, place of first sale, place for berthing fishing boats in ports and places for refurbishing fishing
and the so called fishing huts.

Definition, construc on and equi ppi ng of Bdr 6D MarisaltBarnagd Heroegt i r
Novi (optional Gk v e 4azareM bljivitej Zmgjice etc.), with anciliary land infrastructure that includes
managing the catch and supplying vesseld,withtdueelectricity, ice etc, and if possible pladeg for tak
vessels out of the water, refurbishment, storage and processing areas;

Ports that are declared to be of local importance (Port of Budva,Fod of Tiat Mont enegr o, F
Pat of Tivat Kalimanj, Port of Zelenika and Port of Haridleg Nd&d y port Gkver and Pc
designate berths for industrial fishing vessels as well as places for unloading of fish on the land.

Apart from the defined places within sheeptated to be of local and national importance, Hdrthes shou
designated for a certain number of industrial fishing vessels within the following sites: Bigova; Zelenika, be
the port of Zelenika and marina Zelenika; Kumbor,sioattditoebu r b el ow t he school ;
wharf ; B af Bighind dogperative aBijela, wharf in front of the shipyard in Bijela.

Mariculture is artificial growing of shellfish and fish, which requires floating parks, i.e. cages.tiibe Plan propos
following sites as possible new zones for maricultukoiorBRéga Sodttle st part of Ostrvo
of FIl owers), Rose and cape Mirigte, and in the ¢
pijesak, Crni rt (Blaeke), Cove Valdanos and the surroundings of the river Bojana delta. Potentially convenie
area for growing sea organisms in an extensive or strictly comtretsiveandy is the area of the Ucinj salt

pans.

B.2.13 Energy Development Strate@¥Coy 2

In the context of blue economy an important element is the field of oil and gas. Key recommnedations of the St
in the area of oil and gas sector include: explore wider opportunities for structural changes in the transport
with a view todwecing specific consumption of fuel per service unit and possibilities to introduce renewable ene
sources (biofuels and electricity from renewable energy sources); continue with intensive offshore research
potential reserves of oil and gasAdtiaéic sea, and support the introduction of Liquified Petroleum Gas (LPG)
as a replacement for oil derivatives and coal and for electricity in services (tourism) and households.

B.2.14 Smart Specialization Strategy

In its meeting of 20 June 201@dternment accepted the proposal of the Ministry of Science and adopted the
Smart Specialization StrategyZliPD Smart specialization is the concept that ensures regional development
based on innovation and sinergy of diversity. Key featurgseofaizatipa include: stimulating innovations
through entrepreneurship, modernization and adaptation; courage in adopting innovative solutions for [
administration; strategic technological diversification in the areas of relative streiaghsnaneapioignt
diversification through promoting new links, synergyoaed effgitt (Phillip McCann (2012)). Smart
Specialization Strategy (S3) is the key principle that brings together the business community, research and
institutions as Mas citizens, with the primary goal being development and using innovation for boosting econol
growth and competitiveness through the use of the existing base of knowledge and competences with a vi
using market potentials and dealing witrhatieizges.

Montenegro is also included in the work of the S3 platform that provides information, research and profes:
advice to decision makers for establishing and implementing their smart specialization strategies.
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Key goal of S3 isrtorease trmmpetitiveness of the Montenegrin economy, concentrating knowledge resources
and linking them with the limited number of priorities. S3 will ensure the development of new sectorial are
industries by investing in research and inmotfai@ieldhat contain strategic potential in our state.

Identifying key priorities in S3 ensures the concentration of research capacities and infrastructure. That w
beneficial to both the public and private sector that will in that wayitgatheradus researchers to work

together on the research and development strategic topics with a view to achieving research excellence
commercialization.

This strategy will help Montenegro to encourage public and private investmentcimoésgiaath, t
development and innovation.

B.2.15 Strategic plans for the development ofdocaraatents

Regional Development’ ldafines the duty to adopt strategic plans for the developmengof/kroamheatf

units. Such a plan is to be adopted ferididegh seven years by-&elovernment bodies in each local self
government unit. In line with the Regional aelapmfour coastal municipalities have the current strategic
plan (Tivat, Ulcinj, Kotor and Bar), while remaining munigipaliiesnitial stage of development of new
strategic plans, to be in force after the current plans expire.

Strategic @h for development of the municipality of Ulcinj for the gRildAiites the following priorities
and measures:

1. Developmeanhd enhancement of tourism;

2. Sustainable development of the local economy;

3. Protection and preservation of the environment;

4. Municipal services to the citizens and the economy.

Strategic plan for the development of the municipality of Tivat for tBeQ2iatbfatds the following
strategic goals and priorities:

1. Upgrading the existing and construction of new trasgpeitinefra

2. Creating favourable conditions for a high quality social life of citizens through the development of cul
improvemenf health services and status of certain social groups;

3. Ensuring a continuous vwateply and improving communal ictrast(utilities);

4. Improving the field of environment protection and increasing the level of energy efficiency.

Strategic plan foe tievelopment of the municipality of Kotor for the p&iad 2@fides)ter aliathe
Specific strategic goal: Deweknt of infrastructure with the following priorities:

1. Developing road infrastructure (15 projects)

2. Improving water supply (18qisdj

3. Improving sewage system (9 projects)

4. Developing buildings for common utilities (16 projects)
5. Improving the electrical supply (16 projects)

6. Developing the Port of Kotor (8 projects)

Strategic plan for development of the municipality of Klody gigtasthe need not to burden tharagcup
additionally and not to jeopardize the aquatorium aktierBRda the municipality of Kotor has the possibility

to develop marine and cruise tourism in the parts of the bay that are coupiety (kessind Orahovac,

St ol i v é)aquataridm of Risah Bag. Projects related to the Port of Kotor, contained in the Strateg
devel opment pl an, correspond to the projects def
yearghat actually includes the concessiongpetii@dbasis of the Priority Concession Agreement concluded
between the Government of Montenegro and this company.

Strategic plan for the development of the municipality of Bar for the2p2&ocie2@@6 favourable
environment for future investraenwell as for the further development of infrastructure, strengthening the
economy, tourism, and agriculture, and preserving the environment at the same time. The Plan is harmonize
the Regional DevelepirStrategy 202025 and the Regional Deweént Law. In addition to the framework

7Regional Development Law (Official Gazette of Montenegro 20/26firl} 26/2013 and 47/2019)
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budget for the implementation of the projects from the Strategic plan, the Strategic plan for development ide
potential partners that will support the implamadritatiplan in financial and techmisallteaddition to the

funds allocated in the budget of the Municipality of Bar, the focus will be on the possiblity to use state fund
funds and funds from other donors. As stated in the Strategicapdayic fvéority in the field of traasgort

maritime affairs is to optimize the transport system in Bar to ensure better cooperation, coordination
consolidation of the flow of people, goods and services. Activities should be guideol¢ovesriaditmeoi

transport flows with a \i@vachieving greater economic, spatial, t¢etimcdbgical and environmental

effects. The process of optimization of the transport system of Bar, with a view to ensuring overall econ
development of Baguires an adequately designed apprpkoiniog and implementing activities that will

result in modern sustainable solutions

In the process of development of the Draft Strategy for the Development of Maritime Economy, the municipe
Budva praled the drafters with the investesdimida d oc ument ati on f dtourismhe pr o
settlement Jaz, Budva, developed in 1970 by the Republic Institute for Urban Planning and Design of the Sc
Republic of Montenegro

At the time dévelopment of that investteehhical damentation, construction of the tourism settlement Jaz
was recognized as an #fAintervention of capital
Mont enegroo. A par hecanstruction af & magimaanjthatdotatioa.l so i ncl ude

The estimated costs of works in 1970 amounted to 753,900.00 USD, out of which 584,500.00 USD for infrastr
and 169,400.00 USD for suprastructure.

This project contains significant potentials andtahsulthlie analysed and its feasibiliysamidability
should be considered in the context of our time.

B.3: Analysis of legal and institutional framework
B.3.1 Institutional development of the maritiniehaariatization as a cost factor

Institt i on al devel opment in the mariti #eamanddodgmst ry i s
decisions related to their position in the maritime market.

The 7#sessions of the IMO Marine Environment Protection Committed \(dield)iththe periodil3
17 May 2019, rendered decisions about the follwing most important items of the agenda that already signifi
influence the global maritime industry (i.e. all types and segments of ships):

1. GHG policy: Reduction of GHGiemism ships;
2. Policy related to damaging emissions from ships: implementing the 2020 global sulphur limit;

3. Policy for protection of sea water: Implementation of the International Convention for the Control
Management of Shimestéthe Baldst WatertManagementr Corardiiit S e d i
Convention) from 2004.

B.3.2 Decisions related to GHG policy: reduction of GHG emission from ships

In its 72 session the IMO Marine Environment Protection Committee (MEPC) adopted the indial strategy for
reduction of GHG emission from ships, defining the vision of reducing the GHG emission from international m:
transport and its implementation @s.stédwe vision confirms the dedication of the IMO to the reduction of GHG
emissions from the irggomal maritime sector and, most importantly, to its fast achievement

l denti fying the fAambition | evtddredaction ofthe ovérall IGHG a |
emission in international maritime transport, which is & Bappess possible. The overall annual GHG
emissions should be reduced to at least 50% by 2050 in comparison to 2008, while at the same time the effi
eliminate them fully are to continue.

The strategy incl udes dstheredsciioaaf CO2ienmissions ih kne with theggoats o
of the Paris Agreement on temperatureo.

The initial strategy is a framework for the memiieatstigtiéses the future vision of the international maritime
sector, the level of ambition toar€aidG emissions and the guiding principles. It inchieles, shakrm
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and longerm measures of the candidates with the possible deadlinegpantstbeittie states. The Strategy
also identifies barriers and support measures, includstguttiercar capacities, technical cooperation and
research and development (R&D).

According to the fARoadmap9 t heainitial stfategy $hdid benmevisdd e r ¢
by 2023.

The Initial IMO Strafegy the reduction of GHGssions from ships identifies the level of ambitions for
international transport sector, emphasizing that technological innovation and the global introduction of alter
fuels and/or energy sources for international walnspariportant for eing the overall ambition. Reviews

of the Strategy should take into account the updated emission estimates, options to reduce emission:
international transport and reports of the Intergovernmental Panel on Clin@@3. Gwalgeh@Pguide the

Initial Strategy are as follows:

1 Carbon intensity of ships to decline through implementation of further phases of the energy efficie
design index (EEDI) for new ships: to review, with the view to strengtheningeheyedesgyneffici
the requiremisnfor ships with the percentage improvement for each phase to be determined for eac
ship type, as appropriate;

9 Carbon intensity of international shipping to decline: to mdissto@©per transport, as an average
acrossniternational shipping dgast 40% by 2030, pursuing efforts towards 70% by 2050, compared
to 2008; and

1 GHG emissions from international shipping to decline: to reduce the total annual GHG emissions f
international shipping as soon as possilkaby %1% by 2050 compr&®08. According to the
Paris Agreement the goal is absolute elimination of GHG.

B.3.3 Decisions on Energy Efficiency Requirements

MEPC adopted amendments to the MARPOL Annex VI related to the requirementsiehthedasiggy effic
index (EEDBrfRGRO cargo and FRD passenger ships.

Energy efficiency standards for new ships and operational energy efficiency measures for the existing ships bt
mandatory in 2013 when the relevant amendments to the MARPOlémtexdrtea

The Commitavas informed that more than 2,700 new transatlantic ships were certified as having met the ene
efficiency standards.

MEPC received a progress report from the correspondent group on the review of the enedpsafficiency index
(EEDI) outside of gtage 2 and-established the group to continue its work.

8]n 2011 IMO became the first international body that adopted mandatory measures gffendrgeaffieiémdustry sector with a

set of technical and operational requirements for the new and existing vessels that came into forewiy 2048 sBip20@As be

30% more energy efficient than those built in 2014.

The system of mamdgptcollection of data on fuel consumption on ships that came into force in March 2018 will ensure that there are d
and information that could be usadoasidation on which future decisions on additional measures could be adopted. The system of
mandtory collection of data is to be the first indiréiutéan approach where the analysis of the collected data will provide the basis for
an objectivaansparent and inclusive policy debate in MEPC within the Roadmap (by 2023) for thédelévafoprabahsive

IMO Strategy for the reduction of GHG from ships. The agreement on the plan was achieved in 2016.

Project of Global Maritime EnergynEyfiertnership (GIoOMEEP) aims at encouraging adoption and implementation of energy efficiency
meastes for navigation, which leads to a reduction of harmful emissions. Project was started in 2015 in cooparation with the G
Environmental Facility andt Uni t ed Nati ons Devel opment Program.A)WaS!| obal i
started in 2017 under the auspices of GIoMEEP. It identifies and develops solutions that can support ovehecapiplicalistacles for

of enagy efficiency technologies and operational measures in the shipbuilding skttfpt/dlgetesieimo.org/

Global Maritime Technology Network (GMN) financed by the European Union, established Elarétmerk ethiiatogy

Cooperation Centres (MTCC) in Africa, Asia, the Caribbean, Latin AnRaficarichtbugh cooperation and field activities on the
regional level, MTCC will focus its efforts in 2018 and beyond to support countrieatiorde\yeitigieg and measures for energy
efficiency, promote the use of low carbon emissipaiaoson maritime transport and establish voluntary pilstesasafor

selection and reporting.

Strategy for Development of Maritime E20862030 Page 39


http://glomeep.imo.org/

PART B: Analysis of State of Affagtstutional Frameworkysies

B.3.4 Mandatory system for collecting data on fuel consumption on ships

MARPOL amendments that introduced the obligation to have a system fo? abtattogslatgption of
fuel on shigsmme into force on 1 March 2018. Collection of data became mandatory from 1 January 2019.

MEPC 74 was updated about the status in the process of development of IMO database on fuel consumptic
started in March 2018.

Relevant issues related to tHerimaptation of requirements were discussed. MEPC previously approved the
format of sample for confirmation of alignment, early SEEMP Ii subpéssi@iated to fuel consumption

on a ship and timely checkingeinvith the rule 5.4.5 MARPOL Aihn€onfirmation of alignment should
confirm that prepared methodology and the procedures on the basis of which the ship reports the data requ
legislation are in alignment. Treegdion of the Committee adldipteamendments to Annexeg ang VI

of the MARPOL Convention. They are to come into force on 1 October 2020.

B.3.5 Implementation of sulphur limit bhyA2@26ved prohibition forammnpliant fuels

Since 1 January 2020 the content of sulgliprfuel has been limitedb@/®(outside of certain areas for
control of emission or ECA, where the limit is 0.10%).

MEPC adopted draft amendments to the MARPOL Annex VI, prohibiting tamapbantffuelnfor the
needs of combustion fimirdy or operations on the ship.

Sh ps equipped by the approved fiequi val eritkearrang
t he Exhaust Gas Cl eani ng Sithattae alreqddEafov&)accardieg tothe s 0
provision 4.1 MARPOL Annex&/sBh arrangements can be used with
because EGCS cleans the emissions and therefore can be accepted as a least efficient system in meetin
required sulphur limits. In addittin, tthe ships that conduct @seancesses through technologies for the
reduction of emission and control can be exempted in line with the Rule 3.2 of the MARPOL Annex VI.

Consistent implementation of the sulphur limit of 0.50% for all sfepmaifiterremce of equal conditions,
which will result in the expected i mprovements ¢
harmful for human health. They cause respiratory symptoms and lung diseases. In the atmosphere SOx cal
to acid rain, wich can harm dapsts and species, contributing at the same time to ocean acidification.

Quiality of fued best practices

In its 7®session the MEPC Committee adopted the Guidelines on best practices ensuring quality of ship fuel.
best practices aim at providipgost in ensuring quality of fuel delivered and used on ships, taking into account
MARPOL requirements and safefiaiehefvork of ship engines.

Draft of best practices for fuel suppliers and best practice for Member States/maritimeggtatgmiedlso bein

9 Requirements for submitting data on fuel tonsam@phe latest mandatory requirements aimed at increasing energy efficiency in the
internatiohanaritime sector.

Collection of data started on 1 January 2019 with the data submitted at the end of each calendar year. Ttesl datthevill be submi
International Maritime Organization (IMO), a UN agency responsible for regulating tyatétghappirepeund the prevention of

marine pollution and atmospheric pollution by ships.

The data collection system is aimed at submitting concifetel datesamption to IMO. These data should help member states to adopt
decisions on further measneeded for improving energy efficiency and eliminating GHG emissions from international maritime transpo
Mandatory requirements were adopted 1y Marlive Environment Protection Committee (MEPC) in 2016 through the amendments to
Chapter 4 of Anniél to the International Convention for the Prevention of Pollution from Ships (MARPOL). According to the new Regulz
22A on collection and reportintadne fuel oil consumption data, ships of 5,000 BT and above will have to collect donsumption data
each type of fuel, as well as other, additional, specified data, including proxies for transport work. Tisé#sle §hiEbare 858fpon

of CO2missions of the international maritime sector.

In addition to this, for the ships of 5,000a8bwdhe mandatory Ship Energy Efficiency Management Plan (SEEMP) has to contain a
description of methodology to be used for the collection obdetssesitbgre used for reporting the data to the flag state. New system

of mandatory collectioratd & intended to have three steps where the analysis of the collected data will provide a basis for an objectiv
transparent and inclusive politicaédeMAEPC, within the Roadmap (by 2023) for development of the Comprehensive IMO Strategy for
the eduction of GHG from ships. The plan was agreed in 2016.
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B.3.6 Implementation of the BWM Convention

BWM convention came into force in September 2017.sSuefam italified by 81 countries, which is close to
80.76% of the global tonnage.

In its 7® session, the MEPC adopted amendmentiiterti@ional instrument. They came into force on 13
October 2019.

The amendments are related to the implemdmatiaats, including the schedule of ships that comply with
the requirement to meet the so cdllsthBdard (amendments in thB)pdttcording to the resolution of the
MEPC 287 (71) signatories of the BWM convention have already impleadettdd ithéigrument described

in the amendments after the BWM convention came into force.

Other amendments (in the parts A and D) maki®mnahe compliance with the Rulebook on approving the
system for ballast water management adopted in that session.

From the day of coming into force, the Conventioshipguwreste manage ballast waters in such a way as

to avoid the transferaigptially invasive water species. All ships have to have a plan for managing ballast wat:
and keep records on thalitiom of ballast waters. Ships are obliged to manage ballast waters-io meet the D
standard for exchange of ballast wate2sstariard, that sets the maximum limits for release of sustainable
organisms, as well as of certain microbes that aferaumth health.

Experience Building Phase

After the BWM convention came into force and after the first set of amendmentheras sl spteny
increasingly on its effective implementation and application.

The Experience Building Phase (EBBlishst in the Resolution MEPC.290 (71), will enable countries which
have ports, flag states and other stakeholders, to collesmidotlepaee data, the analysis of which will ensure

a systematic overview based on the Convention requiremeetgetohtieat of the package of amendments

to the Convention, as needed.

B.3.7 Operational/financial impact of the regulatory framework

The institutional environment presented so far shows the agenda of the global maritimbarrstry in the

and longerm period. To sum up, key direction of shipping companies is an unrealistic path towards complia
with rules and regulationsnbegdse operational costs of those companies. Economies of scale are of utmost
importance when it esnio reducing operational costs. In this institutional setting the control of costs anc
maximizing profit are also important because both factarstbarsimsfznability of every shipping company,
particularly those that cannot develop the eatfrsmalesnd certainly those that cannot maintain their running
costs below average.

Adoption of BWM, implementation of the System for colleatoluohdgds, pollution and using fuel with low
sulphur are some of the fastest policies witlularhartegative financial impact that all shipping companies
have to implement.

To conclude, the compliance of Montenegrin shipping companiegpiedes ablegislation will lead, i.e. is
already leading, to a drastic increase in the runtimgabpests (about 1 million euro per ship), which certainly
increases the decisive point eéifestiveness in the short run.

B.3.8 Legal aspectsafitime economy development

Maritime law is one of the branches of law that is subjecttsthietetrational unification, precisely because
maritime navigation is inherently international. Without a minimum unification maritimestedmsysirt would b
impossible, particularly when it comes to international navigation where ships paatelobetiffesent

states, i.e. different jurisdictions. Unification of maritime law is the product of work on unification of legal norn
already ésted, either as national legal norms of certain maritime countries|ledasarisione custo In

that respect it could be said that the goal of unification of maritime law is actually to achieve legal certaint
smooth maritime navigaifiamy international treaties and conventions are adopted precisely due to this reason
The most impant role in that field certainly belongs to UNQINR2dammission on International Trade Law,
International Maritime OrganizatiMO in the field sécurity of navigation, and International Labour
Organization (ILO) in the field oflatvostatusf seafarers.

Strategy for Development of Maritime E20862030 Page 41



PART B: Analysis of State of Affagtstutional Frameworkysies

Historically speaking, in the context of the existing legal and institutional framework in Montenegro, it is worth
that the Constitan of the Socialist Federal Republic of Yugoslavia from 1963 envisaged adoption of the Mariti
Code. At that tirree idea to work further on individual laws was abandoned and in 1968 the Commission wi
established to work on the Maritime Codiestimiéefing this Commission proposed not to adopt the maritime
code, but navigation code that would include anarititaed navigation. That proposal was accepted in the
Federal Parliament. Work of this Commission lasted for almost eight ysace aridetislation they
produced was finalized in 1977.

In the meantime new Constitution was adopted inaYod@itdvit did not envisage the possibility of adoption

of codified pieces of legislation in form of codes, so this comprebatisivactddifimaritime and internal
navigation law was adopted in 1977 under the name Law on Maritime gyalibngQdfiNiay Gazette of

the Socialist Federal Republic of Yugoslavia 22/77). It came into force on 1 January 1978stmaelaw for the fi
codified maritime law in one legal enactment in the state. But it also regulated for theldwsbfiméaader the
navigation.

This Law started from the concept of single regulation of maritime law and law of inland naségation but of cc
that was not possible at all instances. Therefore certain legal institutes were regulated by deparate provisio
maritime law and others for inland navigation.

In the period of SFRY the Law was subject to only one significant set of aB&ndiftentgugdslavia fell

apart, new Law on Maritime and Inland N&¥wigetiadopted in 1998 with minor charogesparison with

the Law from 1977. This legislation project is characterised by the fact that the law was prepared in the sf
somenternational conventions that did not oblige the state at that time, and it was prepared because there
the neetb unify maritifev regulatory framework. Large part of this federal Law is still being used, which will b
tackled below.

Montenegro apited its republic Law on Maritime and Inland Navigatiott ied@aBd a number of issues

that were notg@ated by federal law. This republic Law was innovated last time in 1991, but most of the provisi
were repealed after the Law on Jaffayitime Navigattavas adopted. That is why our legal order today has

two laws with the same name.

After re®ring its statehood Montenegro adopted the Law on the Sea, Law on Ports, Law on Yachts, Law
Prevention of Marine Pollution from Vesseads, the Safety of Maritime Navigation, Law on Safety Protection
of Ships and Ports, and Law on the ManneistohitiRagof Ships, Floating Objects and Installations for
Hydrocarbons Production and In Rem Rights over the Ships InstallatioberisrRgdumtan. As for other

matters in the maritme field, the federal Law on Maritime and Inland Nawiga@68 is still in force, as

well as other pieces of legislation and secondary legislation originating from that Law.

It should be notesrdr that there are countries, like Montenegro, that gave up on the idea to have a code or a [
that would codifiaritime law. Those countries regulate maritime law matters in several separate laws. On t
other side, there are countries that put sepaate laws together in one piece of legislation, which is a Code.
There is no need to analyse here the aglvamtdglisadvantages of either of these approaches, because
Montenegro already decided to regulate legal matters in this field iesseftrgisgagon, some of which

are already in force and implemented for more than a decade.

Therefore we arstjoffering a brief overview of the key national pieces of legislation regulating maritime la
matters, with a glance on the issues thigt idifgact development of maritime economy in the context of blue
economy.

B.3.8.1 Law on Ports

Law orPort$3regulates the legal status, division of ports, management, fees, concessions, order, inspections :
other issues that are of importancertsoirpdviontenegro. From the perspective of maritime economy
development, it is important to note thedjrarto the current legislation,

10Law on Maritime and Inland Navigation (Official Gazette of FRY 12/98, 44/99, 74/99 and 73/2000)

11Law on Maritime and Inland navigation (Official Gazette of State Union Serbia and MBJiitecegiger@ddg;, 19/87, 29/89
T other law, 39/8®ther law, 22/90, 13/91 and Official Gazette of the Republic of Monteotbgrda8/9417/9@ther law, 59/92
T Decree on alignment of pecuniary sanctiori3edf@8 on alignment of pagusanctions, and 27/@ther law and Official
Gazette of Montenegro br. 51/2080& law, 40/201dther law and 62/20b%er law)

12| aw on Safeof Maritime Navigation (Official Gazette of Montenegro 62/2@b8;iGéP@idn, 47/20132017 and 34/2019)
13Law on Por{®fficial Gazette of Montenegro 51/2008, 46tBéd law, 27/2013 and 18/2019)
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Ports of national importance are managed by the administration body responsible for ports (Maritime Safet
PortManagement Administration). Ports of local importance are managed by a legal entity managing coastal
in line with this law and the law regulating coastal zone management (Montenegrin Public company for cc
zone management). In the context lofpdeset projects related to port infrastructure and suprastructure that
this document focuses on, theti@adates that the right of managing a port is acquired through concession. Law
on Concessions is applied as a subsidiary piece of legislatomeds thfegranting concessions in this field.

The object of concession granted in this way carelw# the pert or a part of the port, port infrastructure and
suprastructure, provision of port services and performing other activitietatadte pochreervices in
economic, transport or technological terms. Object of concession castratdmiereoonstruction and
maintenance of port infrastructure and suprastructure according to the BOTopystttrartisieid,

including b other forms of this system. Concession for using the port or a part of the port, pod infrastructure
suprastructure is granted for the term of up to 30 years, while the concessions for provision of port services
granted for the term of 4 tgears and exceptionally, where the concession for provision of port services include
investment reqdrfor performing such services, the concession may be granted for up to 30 years. The term
concession is as a rule determined depending eat thiecalpicession, overall economic effects achieved by

the concession, the amount, purpose and tthengafstment and the time needed for the return of the
investment. According to this legislation, if concession for certain port cantiog lizogeaniadnt may

assess the public interest and on that basis establish one or several coldeggpiesderpiees. It is worth

noting here that the Parliament of Montenegro adopteePttiaaRuBlEatnership 1Aatpiece of legislation

creaing a new legal framework for the implementation ofpitieapelipigztnership projects. The uhalorella

in this field, the Law on Participation of Private Sector in Providing Public Services (Official Gazette of the Re
of Montenegro 30/02), thas repealed. PulBlitvate Partnership Act was published in the Official Gazette of
Montenegro 73/2@E27 December 2019. It came into force on 4 January 2020 and its implementation will stz
six months after the date of coming into force. Sidogtitwe of this new legislative framework, new
opportunities and models of implementation of tledputdafiment projects related to port infrastructure are
opening in the PPP field. Hence, the Ministry of Transport and Maritime Afelpistagattdelaw on

Ports aiming at harmonizing this field with the new legislation and EU as@iisraatimgllconditions for
investment in port infrastructure and activities and implementation of modern PPP models

In addition to the fact thaestment programmes in ports will now be implemented in line with a new legal
framework and accordindifferent models, it is important to underline that this strategic document recognize
the need to establish a centralized port management $gttemafional and local ports, regardless of the
purpose of the ports or whether they are opemdtiofiraietransport. In that respect, one of the activities
includes establishing a centralized port management system. This will be dordmtentsigii emnemt

legislation regulating the field of ports so that only one authority becoméerrasptemsiiéation of
development policy in this field. This approach is also used in the legislation of traditional maritime countries
will esure that all ports in the Montenegrin coast can develop with a clear strategy coordinatéshfrom one insti
It is expected that under such a management system the level of harmonization of the development policy
spatial planning policies wiibed to a higher level.

Adoption of the Law on Ports in 2008 (Official Gazette of MontenegtaldisRed8he competence of a

legal entity managing the coastal zone to manage ports of local importance. It also defined the procedur
grantig concessions for the ports of local importance, which is to be initiated by the LegatiEumtty (in this par
case the Public Company for Coastal Zone Management of Montenegro). The object of concession is the
the port or a part of the pottirgastructure and suprastrucure, provision of port services and performing other
activities in the pibidt are related to such services in an economic, transport or technological respect.

However, in spite of this, the authority that is inlaayagirg the ports of local impoirtBaobéc Company

for Coastal Zone Management of Moniedielgnd grant any concession in the period of 12 years, either for
using the ports or for providing port services and performing other activitieatiartheefgied to such

services in an economic, transport or technological respect. It iviesdfattbe system for managing

ports of local importance, as defined in the law in 2008 and maintained in the innovated legistatbn, has not prc
the expected results.

In addition to this, the practice has shown that the problems that@ttuumaelful berthing and anchoring

of vessels in the aquatorium of the ports of local importance cannot be solved in the existigingystem for mar
these ports, since the Public Company for Coastal Management Zone, although managiad) the ports of
importance, has no administrative authorities or any other authorities to perform inspection supervision in the
of local importance. Thisdgeopardize even the safety of navigation.
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It is therefore the official position of the Ministaynab&uBtevelopment and Tourism, as the line ministry for
managing the coastal management zone, that the existing legislation has to benaeneledddgiEhatians

should stipulate that the ports of local importance shall be managed bytlieasameages the ports of
national importancehe administratiody responsible for ports (Maritime Safety and Port Management
Administration).

B.3.8.2 Law on Safety of Maritime Navigation

Law on Safety of Maritime Navigatsnadopted in 204 3egulate in more detail the conditions for maritime
structures, crew and vessels navigating in the internal marine waters and territeniet)seade Mo df
safety of maritime navigation and other issues ensuring the safety of mantime navigat

When this law came into force certain provisions of the federal Law on Maritime and Inland Navigation
repealled.

The process of draftingli#m on Safety of Maritime Navigation can be described as a very ambitious and
demanding legislative ptejerked on for more than two years. In practice this Law proved to be very applicabl
and it went through the process of alignment with inyeunaiotzden commitments and needs of navigation
several times.

In July 2020 the Parliament of Mamtertkpted the Law on Amendments to the Law on Safety of Maritime
Navigation in order to ensure further alignment with the IMO conventiorgrthiat dWbgeshi transpose

into its national legislation. Since Montenegro, as a signatory tethe@mgneeRaris Memorandum of
Understanding, has the obligation to ensure full implementation of the provisions defining inspection supen
the anendments to this Law regulate these issues too. This means that some of important preconditions fol
fledged membership in the Paris Memorandum of Understanding on Port State Control or on State Control ir
from 1982 (Paris MoU) are met.

In addibn to this, to take into account the increased interest of domestic and foreign investernsab invest in i
maritime transport, the Amendments to the Law on Safety of Maritime Navigation regulated the issues rela
activities of regular linegdssenges and goods in the internal maritime transport. Thus preconditions are create
for the implemetiba of the key operational goal defined in this stretegic document.

B.3.8.3 Law on the Sea

Law on the Séaegulates the maritime and underdeaytefrMontenegro: internal maritime waters, territorial

sea, exclusive economic zone, continefthlasheh entering ports, stopping and pursuing vessels. The Law
on the Sea contains provisions about internal navigation. The Law was adoptedén 206anze into

force the provisions of the Law on Coastal Sea and Continental Shedt &etther&ldReghiublic of Yugoslavia

(Official Gazette of SFRY 49/87 and 57/89) and provisions of Articles 38, 39 and 40 of the Law on Maritim
InlandNavigation (Official Gaette of Federal Republic of Yugoslavia 12/98, 44/99, 74/99 and 8/00) were repe

This Law includes provisions of the key international convention in the maritime public law, i.e. the UN Conv
on the law of the Sea adopt&@82. This Convention was signed in 1982 and it came into force in 1994, i.e. one
year after it was radifeand/or acceeded by 60 countries. As such this Convention is a document of exception,
legal, political and economic importance that regulateaprehensive manner all modes of using and
exploiting the sea, as well as modes of protecting, presémngving the quality of the sea, sea bed and
offshore and ensures the establishment of a global legal order in this field. Formifiedutpasidiia r
Convention in 1986, and by this Law Montenegro transposed it in its legislatioantGnee ofatopait
conventions that is implemented through the Law on the Sea is the Convention on the Protection of
Mediterranean Sea agaiouiffon (Barcelona Convention).

14Law on Safety of Maritime Navif@ffamal Gazette of Montenegro. 62/2013; é62Gddndum, 47/2015, 71/2017 and 34/2019
othe law)
15Law on the Sea (Official Gazette of Montenegro 17/200@06igé08um and 40/20dther law)

Strategy for Development of Maritime E20862030 Page 44



PART B: Analysis of State of Affagtstutional Frameworkysies

B.3.8.4 Law on Yachts

Law on Yachktsegulates flagging, identificatidnegistration of yachts, manner of entering, staying and leaving

of yachts, as well as rights and obligations related to chartering.f ©ontmeestegiment of implementation

of this law the provisions of the Federal Law on Maritime and hidem@ONaiddaGazette of FRY 12098,

44/99, 74/99 and 73/00) that refer to yachts were repealed. Repealed were also pieces of secondary legis
that used to govern conditions for entry and stay of foreign yachts and foreign boats fonl&@sure or sport i
coastal sea, rivers and lakes of FRY and other pieces of legislation that refer to yachts. This Law was addoy
2007 since Montenegrodeelcio create conditions for the development of nautical tourism. It is worth noting the
the Register ofctais was formed on the basis of this Law, i.e. a Division for Register of Yachts was establish
within the Maritime SafetyandManagement Adstiation. It is most frequently the yachts for private use with
the registered length of up to 24 nieteesd entered in the Register of Yachts. The Register of Yachts of
Montenegro is considered an open register from the perspective dfthatawiaétyod the yacht that is to

be entered in the register. However, in spite of that it carabemtaeddlrcomprehensive analysis has been

done that could show comparative advantages and development directions of the Monteraiptis, Register of Y
but also the barriers that should be removed to increase the number of yachts in thev®edigistifyvhich

the adoption of a separate piece of legislation to regulate this field. It is also worth noting that, in spite o
expansion of rtanal tourism in Montenegro, and particularly after implementation of infrastructural projects
acceptareof yachts, not much has been done to promote the Montenegrin flag and simplify the procedures
entering yachts in the Register, like introdoétn information technologies as other registers have done. This
strategic document recognizes thiiesctivat should be undertaken to improve the competitiveness of the
Montenegrin flag in comparison to all other third country flagg,duntfiaggtwdt are not EU members. This
should lead to an increase (to the extent possible) in tHeegisterdyachts that would have their homeport

in Montenegro. It would certainly have significant multiplication effects on the Muonye ri@ogiofeten

activities envisaged in this strategic document is related to the establishisseoridlavorking body in

charge of monitoring the development of nautical tourism. This body will timely indicate to the measures that
be undrtaken to ensure continuous monitoring, but also upgrading of nautical tourism in Montenegro. A stimul
tax policy that will be implemented through the activities envisaged in this strategic document aims at incre
the number of yachts entedddmenegrin register. These activities aim also at attracting economic entities that
manage mega yachts cerially to relocate their activities to Montenegro. Such a development would lead tc
generation of new jobs and strengthening competitivartese@idvis a nautical destination

B.3.8.5 Law on Prevention of Marine Pollution from Vessels

Law orPrevention of Marine Pollution from Velesizles the manner of protection of the sea from pollution
from vessels that navigate or are locakeha ®a waters and territorial sea of Montenegro, and the reception
and handling of waste in partsed as the liability and compensation of damage in case of pollution. This law
incorporates into Montenengrin legislation the obligations #wab Mod&took based on international
legislation and some EU pieces of legislation. These inthiideraln@®onveniton on Prevention of Pollution

from Ships (MARPOL 73/78), International Convention on the Control €btdamgngystenns insh

(AFS 2001 Convention), International Convention for the Control and Management of &hgl Ballast Wat
Sediments 2004, International Convention on Civil Liability for Bunker Oil Pollution Damage (BUNKERS 2
International Convention on Civilitizidor Oil Pollution Damage (CLC 1969, Protocol 1992), International
Convention on Establishmart oiternational Fund for Compensation of Oil Pollution Damage{FUND 1971
Protocol 1992, Convention on Liability and Compensation for Damtge witG tneé&rriage of Hazardous

and Noxious Substances by Sea (HNS 1996), Convention on RtaseatRollafion by Dumping of Wastes

and Other Matter (LDC 1®Hdtocol 1996), International Convention on Oil Pollution Preparedness, Response
andCooperation (OPRC 1990), International Convention for the Safety of Life at Sea (SOLAS 1974), Conve
for the Protection of the Mediterannean Sea Against Pollution (Barcelona Convention 1995), EU Dire:
establishing a Community vessel trafficimgoaiid information system (2002/59/EC), EU Directive on port
reception facilities for -gkiperateavaste and cargo residues (2000/59/EC), MEPC Resolutibat2(VI)
contains recommendations on international effluent standards and guidetiraeséoteptaffor sewage
treatment plants etc. As for protection from marine pollution, theceinaegendisages a number of

16 aw on Yachts (Official Gazette of tH#i®RepMontenegro 46/2007, Official Gazette of Montenegmvd/204040/2011

other lawi2/2015 and 16/2016)

17Law on Prevention of Pollution from Vessels (Official Gazette of Montenegro, 020/11 of 15 April 2011, 02&1/14f 30 May 2011,
30 June 2014)
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activities aimed at improving manipulatiogefstdfed waste and cargo residues in Montenegrin ports and a
more effient supervision of administration over the implementation of the MARPOL Convention and other rel
regulations. In addition to this, the activities envisaged in this document imply incentives for development o
technologies and improving knowteligeand regulations with a view to preventing marine pollution that can
be caused by shipping andaptvities, operations of exploration and exploitation of hydrocarbons, and laying o
underwater pipelines, cables and other installations. Rrafuesagmment for rehabilitation of the
consequences of marine pollution from vessels and atbgistlsctenvisaged, as well as the procurement

of a special ship for rehabilitating this type of marine polution.

B.3.8.6 Law on Maritime andiINawigation from 1998

The Law on Maritime and Inland Na¥gatoroluminous and complex pitegishdition harmonized with
international legislation in this field in force at the time of adoption and amendments of the Law. The Law
adopted on Zril 1977 (Official Gazette of SFRY 22/77) and it came into force on 1 January 1978. Maritime
wascodified for the first time in former Yugoslavia in one piece of legislation and for the first time ever the Iz
inland navigation was regulatedaW®hivas drafted in the spirit of some conventions that did not bind Yugoslavia
at that time nor Maragro today and it is still considered to be the highest quality national source of law in tt
maritime law matter. After Yugoslavia fell apartthe 48@88Law on Maritime and Inland Navigation was
adopted with minor amendments in comparisomtéroine 1877. The changes were made only in the field of
safety of navigation because certain changes that were adopted on the internateahtevel iadhi®

be taken into account. Initially this law regulated property relations reksedeid ahip® role, rights and

duties ahipowneygontract relations in maritime navigation, safety of maritime navigation, waterways, flaggir
iderification and registration of ships, navigation casualties, procedure of enforcementlaimisseicuring of ¢
ships, applicable law and jurisdiction of national courts for disputes with international features. Thus, this is a
of legislation of stabdive and procedural nature that is applied in civil procedures, enforcement procedures a
noncontatious procedures. The Law on Maritime and Inland Navigation has 11 parts that are divided to a I
number of chapters containing more than 1680TAicdhows how complex and voluminos is the matter that
this law regulates. Since Montenegraldeadidgulate maritime law matters in several laws, adoption of such
laws gradually led to the derogation of the provisions of this Laviding) infgpiedi particularly in relation

to contract relations in maritime navigation, enforcemgatgnoceduring of claims on ships, applicable law

and jurisditions of national courts for disputes with international characteristics, reatedt Istieuttds the

European Commission Report for 2019 concludes that the law on inlasichoibalgatenhwith EU law.
Therefore the activities envisaged in this strategic document will aim at higher quality regulatian of this legal r

B3.8.7 Law decurityProtection of Ships and Ports

Law orBecurityProtection of Ships and Padesineshe manner sécurityprotection of ships and ports for
mooring and anchoring of ships, procedures in case of events that jeopardize or ssnudtyebphiplize

and port and other matters of importaseeuityprotection of ships and ports.ehathof coming of this

Law into effect the DecregemuritfProtection of Merchant Ships and Ports Open for International Transport in
the State UnionrBa and Montenegro (Official Gazette of Serbia and Montenegroj 32/04) was repealed. TF
Law was adtgal in 2015 and its primary aim was to align national legislation with the binding requirements of
Part A ISPS Rulebook 8acurityProtection of Shignd Port Facilities and a large part of recommendations
given in Part B in the same way in vghielguiated in all traditionally maritime countries.

One of activities for achieving the strategic, i.e. operational goals defined in thisesttaisfgis goecisely
to the consistent implementation of this legislation in all Monteimegitiapuits to.

B.3.8.8 Law on the Manner of Registration of Ships, Floating Objects and Installations for Hydrocarbons Prod
and In Rem Rigbtger Ships and Installations for Production of Hydrocarbons

This Lag®came into force in 2019. It regulates the manner and procedure for registration of ships, floating obj
and installations for production of hydrocarbons and in rem rights orstsiigggoasdor production of

18Official Gazette of FE2¥9844/9974/9%nd73/2000
19 aw on Safety Protection of Ships and Ports (Official Gazette of the Republic of Montenegro 53/2016)
20The Law was published in the Official Gazette of Montenegro 34/2019.

Strategy for Development of Maritime E20862030 Page| 46


file:///C:/Users/Petar/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/Application%20Data/Ing-Pro/IngProPaket5P/427_07.htm%23ZK12_98
file:///C:/Users/Petar/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/Application%20Data/Ing-Pro/IngProPaket5P/427_12.htm%23ZK44_99
file:///C:/Users/Petar/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/Application%20Data/Ing-Pro/IngProPaket5P/l427.htm%23ZK74_99%23ZK74_99
file:///C:/Users/Petar/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/Application%20Data/Ing-Pro/IngProPaket5P/427_12.htm%23ZK73_00

PART B: Analysis of State of Affagtstutional Frameworkysies

hydrocarbons, as well as othesis$umportance for registration. The Law starts from the principles contained
in the Convention on the Law of the Sea from 1982 related to establishing the »genuine lipkaraketween the sh
flag state. According to that Convention every statgizio thefime requirements for granting the state flag

to ships and to stipualte in national legislation what constitutes the genuine link between the ship and the flag
On the dayhen this Law came into force Articles 209 to 416 of the irae andMialaind Navigation (Official
Gazette of FRY 12/98, 44/99, 74/99 and 73/00) and Articles 80, 81 and 82 of the Law on Safety of Mar
Navigation (Official Gazette of Monten@9a@B68/2014&orrigendum, 47/2015, 71/2017 and 342019

law)were repealed. They used to regulate the matter of entering ships into appropriate registers. The Law
prepared in the spirit of the International Convention on Maritime LgagearfdoMol®93, although
Montenegro has not acceded to this @mnyentThe Convention is an international instrument that some EU
Member States acceded to. On the other side, many countries, like the Republic of Coratia for example, d
accede th Convention, but in their national legislation they toblke anmoaiant solutions and provisions of

the Convention. The example of the Republic of Serbia is interesting. As one of the last countries that acce
the Convention, Serbia regutatedtional legislation in the spirit of the Convention legrdgénty aights

on the ship and keeping its right to define the conditions for flagging. The Law still retains the institute of man
registration of a ship that is fully owadegay entity with the registered office in Montenegro enlof a citiz
Montenegro with a permanent residence in Montenegro. Instead of the obsolete term »lien law« that was us
maritime mortgages in the federal Law on Maritime and Inlanditbrégaioed unclear to both banks and
maritime law entities, lthis introduces a clear term »maritime mortgage or mortgage on a ship«. This issue ha
become particularly important because the latest Law on Property Relations of Monteaggrocdllows regul
mortgages on ships and aircrafts by a separate law.oM@artgfzige as defined in this law is actually Ship's
Mortgage or Mortgage on a Ship. That is the institute that is manifested in relation to movable things in cor
law and USA lawhvaiertain variations. Since it is the institue of one of thefanmthefship i.e. the institute

from the countries that do not have the institute of mortgage in terms of civil law, in practice the banks earlie
lost interest for borrowisyifms under the Montenegrin flag. This certainly created prfiecstrditigthening

the competitiveness of our flag. The Law does not envisage any establishment of an international registry of
for those ships that enjoy certain privilegas of taxes for shipping activities (tonnage tax), nationality of the
crew, etél, or stronger liberalization of requirements for being granted the Montenegrin flag related to t
nationality sefipownerswhich could certainly contribute to the devealbfreemtional fleet. This strategic
document therefore envisagasmber of activities aimed at increasing the gross tonnage of the Montenegrin
merchant navy. In the years to come amendments to this Law are expected.

B.3.8.9 Law on Coastal Zone

Lawon Coastal Zddgoverns coastal zone management, its usengipaicgirotection. Coastal zone, in

terms of this law, isdba shore, ports, breakwaters, slipways, driftankansivimming areas, cliffs, bayous,

crags, submarine springs, smimygvells on the shore, river mouths flowing into sea, chawotedswitn

sea, sea bed and underground as well as the internal sea waters and territorial waters, live and still resour
such waters, and live and still resources ottmtiregidl zone. The Coastal Zone according to this Law
includes shorestloé river Bojana in the territory of the Republic of Montenegro. This law defines the notion of s
shore as the zone of mainland bordered with the line that the highest wavesg#mersaohgikest storms

as well as the part of the mainlandasbarding to its nature or purpose serves to use the sea for maritime

21possible establishment of an interheggiery does not envisage full liberalization of the requirements for being granted the state flag
related to the nationalityhgdfowner@he genuine link defined in the Convention on the Law of the Sea, 1982), nor does it envisage
registration of tedtally subtandard ships. The reason for this is the fact that it is only the Recognized Organizations that can do technic
supervision and statutory certification of the convention ships entered in Montenegrin registers, whicintbeigpdjistatidefined

in force and in the strategy. It shoulddvknea here that a stimultingolicy, i.e. implementation of fiscal policy based on the single
system for taxation of shipping activities in form of the tonnage tax, liberatindiimmsfithecquiring the state flag etc., does not

imply necessarily the establishment of an international registry, nor would such an approach put the Merditneigpim dfag into th

flag of convenience in the negative sense. Tdiatézinuhe modern maritime industry, even if Montenegro decides to establish this
dual, i.e. separate register-&xisbwith the national one. Examples can be found in the Norwegian international register of ships, Germe
international register of shipaish international register of ships. Furthermore, flags like Cyprus and Malta (by total gross tonnage th
most represented European flags) are on the White List of the PARIS MOU and they provide certainsbipweneEndethto the

these stateseaEU members and they built their maritime economy precisely on these measures and providéahipmmversences to

in terms of tax reliefs and liberalization of the requirements for registration (nationality of the createscdid Tiatsddampt

compromises about technical supervision or statutory certification of the ships. Only Recognized Organizatiotimaendccepted t

it ensures attractiveness and above all the rating of these flag states.

22 (Official Gazette of Repubti of Montenegro 14/92 of 3 April 1992, 59/92 of 22 December 1992, 27/94 of 29 July 1994 and Officia
Gazette of Montenegro 51/08 of 22 August 2008, 21/09 of 20 March 2009, 73/10 of 10 December 2010, 40/11 of 8 August .2011)
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traffic and maritime fishing and for other purposes which are related to the use of sea, which is at least 6 n
wide starting from the line that highest waves reach durinfstrerigeet storm.

Shore of the river Bojana includes the area of mainland that is at least 6 meters wide starting from the line,
is horizontally distanced from the line of time weg@ir level in the last 20 years.

Coastal zone is managetidyPublic Company for Coastal Zone Management. Right to use the coastal zone, 0
a part of it can be granted to a legal or a physical entity, domestic or foreign that can use dgtlier economic
permissible activity or for berthing vessels. Tiraé&wwéMontenegro renders decision defining terms, period

of use and the amount of the fee and that decision is the basis for the Public Company Coastal Zone Manag
to conclude a contrai the use of coastal zone with the bed&Tibmfge farsing the coastal zone belongs

to the Public Company and has to be used for protection, development and upgrading of the coastal zone, ¢
as for the construction of infrastructuretastaézone.

B.3.8.10 Law on Air Protection

Law on Air Reztioff governs the manner of air quality monitoring, assessment and improving air quality an
planning and managing air quality. On the basis of Article 30@éd¢he® losnCeiling dalfior Polluting

Matters in Liquid Fossil Ruaks adopted @mublished in the Official Gazette of Montenegro 17/2017. This
Decree stipulates the types of liquid fossil fuels, ceiling values for the contents of polluting matters, the conte
metabased additives and other features related to the envicteatient that the fuels have to meet to be
placed on the market. The Decree also defines the use of fuels on vessels in ports, territorial water and exc
economic zones and zones of cohtwlphur oxide emissions, manner of establishing aind fuehito

features, methods for reducing polluting matter emissions into the air and reporting on compliance with the «
value for polluting matters. According to Article 8 of théhipetiese] fuel can be placed in the market if
containing lseghan 15 g/kg of sulphur (1.5% m/m), while the ship gas oils can be marketed if the contents
sulphur do not exceed 1 g/kg (0.1% m/m).

B.3.9 IMO Conventions and Protocols

On 10 October 20MKntenegro officially becameriéimber of IMO (Internatibfaritime Organization),
accepting thus its conventions and protocols as well as the rights and duties of membership, primarily rela
training of seafarers and other employees itothisadety at sea, protection from pollution, tonnade and loa

of ships, civil liability in case of oil spills or sea pollution, search and rescue at sea, etc.

Below is a list of all IMO Conventions binding for M®ntenegro
- Convention on the Interndtiagtime Organization, 1948;
- Internation@lonvention for the Safety of Life at Sea, 1974, (SOLAS 1974);

- Protocol of 1978 related to the International Convention for the Safety of Life at Sea, 1974, (SOLAS P
1978);

- Protocol of 1988 related to thraatitsnal Convention for the Safety bBeiée 8974, (SOLAS PROT
1988);

- International Convention on Load Lines, 1966. (LL 1966) and 1988 Protocol;
- International Convention on Tonnage Measurement of Ships, 1969, (TONNAGE 1969);
- Convention on the imitional Regulations for Preventing Galisea1972. (COLREG 1972);

23Using of coastal mamagat l&v ceases by virtue of law:
1)  Where the user of the coastal zone ceases to exist or deceases, unless within three months its legal sufezessor requires tra
of licence;
2)  Where the case of operations related to the use of the coastal zormridttsbeiietefr,
3)  Where the user of the coastal zone withdraws;
4)  After the expiry of the time period set for using of the coastal zone;
5)  After completion of research or any other business defined in the decision on the use of the coastal zone;
6)  Unless the useonaldes the contract on using the coastal zone.
24Official Gazette of Montenegro, 025/10, 040/11, 043/15, 73/2019)
25By 1 July 2019.
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- Convention for Safe Containers, 1972. (CSC 1972);

- International Convention on Standards of Training, Certification and Watchkeeping for Seafarers, 1!
(STCW 1978);

- Internation@lonvention on Maritime SeardResmlie, 1979. (SAR 1979);
- IMSO Convention, 1976 and amendments from 2008.;
- FACILITATION Convention 65;

- International Convention for the Prevention of Pollution from Ships, 1973, as modified by the Protoc
1978 relatirtgereto and amended by optionakes | to, \MARPOL 73/78);

- International Convention for the Prevention of Pollution from Ships, 1973, as modified by the Protoc
1997. (VI);

- London Convention, 1972.

- International Convention Relating to Intermertie High Seas in Cases BblQition Casualties
1969 (INTERVENTION 1969);

- Protocol relating to Intervention on the High Seas in Cases of Pollution by Substanges other than
1973. (INTERVENTION PROT 1973);

- Convention on the Prevention of FRatinton by Dumping of Waste©trer Mattet972. (LC
1972);

- International Convention on Civil Liability for Oil PollutiolI8&{t@ge, 1969) with the 1992
Protocol;

- International Convention on the Establishment of an International Fasdtfon @omapkePollution
Damagerad 1992 and 2003 Protocols

- Pal Protocol, 2002.

- Convention for the Suppression of Unlawful Acts against the Safety of Maritime Navigation, 1988 wit}
1988 Protocol (SUA)

- Convention on Salvage, 1989.;
- International Ceméion on Civil Liabilitgforker Oil Pollution DamBYNKERS 2001,
- Anti Fouling Convention, 2001.;

- I nternational Convention for t he Control an
(BALLASTWATER), 2004.

B.3.10 Summary: Specific featkdsntenegrin maritime &iysiframework in comparison to EU acquis, IMO
and other Conventions

If Montenegro has any specific features in regulating the maritime law field, they can be summed up as follo

a) Expert potential for development of ravitiregulationscisncentrated in administrative bodies and
several eminent experts. This field is regulated on the basis of numerous IMO conventions and resolut
other conventions and a large number of ILO conventions. Entire internatiosahwaredunity
devéoping these conventions, and regardless of the scope of the legal matter the legislator has
abundance of reliable sources and role models with inventive and original approaches. Comparative
models in terms of regulatingeli®filaw can berfid in several traditional maritime countries. That
gives us the possibility to take over some of the solutions from those legal systems;

b) It was already noted that immediately after Montenegro restored its independencidtiedame a full
member ofternational Maritime Organization and accepted all the rights and obligations of membershi
It can be said that Montenegro applies most of the international legal norms and recommendations
are related to the maritime admiredtaatyv

c) When it corado regulation of contractual relations (obligations) Montenegro is blocked in a way. Afte
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d)

f)

9)

restoration of its statehood Montenegro did not join any international convention of the maritime pri
property law, except those thiatet jim the procesfssuccession and those few conventions are not
subject to fast changes which is characteristic for IMO conventions. Therefore, there is a need to esta
an operational team, i.e. working body to sign and follow internatonsalpronaeiy iretfield of

maritime private property law that Montenegro should join to create a ulsifietiameitionle that

would certainly be a starting point for improving competitiveness of Montenegrin maritime economy. |
context oftategic planningetcapacities and human resources of maritime administration bodies
should be strengthened because it is visible that these bodies do not employ a sufficient number of hu
resources with narrow specialization that would be Abithtthdezhallesgeosed by this strategic
document;

In relation to this, it is noted that Article 3 of the Decision on Declaring Independence (Official Gazet
the Republic of Montenegro 36/2006) reads: «Republic of Montenegro shall apply and take o
internationaketities and agreements that were made and acceded to by the State Union Serbia an
Montenegro and that relate to Montenegro and are in line with its legal orders. It is undisputable
immediately after restoring its independenceedviorstarted theopess of consolidation, i.e.
succession of international treaties concluded by former Yugoslavia and State Union Serbia a
Montenegro. It was done on the basis of the rules of international law that apply to succession. The
on conlading and enforcinggrnational treaties was adopted (Official Gazette of Montenegro 77/2008).
It stipulates that rules of international law apply to the succession of international treaties if such tree
are not contrary to the Constitution dratdegaf Montenegnd that notification of succession will

be done by the Ministry in charge of foreign affairs and that the list of treaties included in the succes
process will be published in the Official Gazette of Mbrieergtional Htes. In this way
Montenegro acceded to most of the international conventions in the field of maritime public law (law o
sea) and conventions in the field of maritime property law that used to bind former Yugoslavia and
State Union Serbia andtdfmgro. In that text, Montenegro should take a strategic approach when

it comes to undertaking to be bound by maritime conventions and protocols. Montenegro should acc
only to those international treaties that are considered to be imterestjtaltays keepin mind

that it is in line with the spirit of European integration, which implies continuous alignment with
European Union acquis;

Federal Law on Maritime and Inland Navigation from 1998 and earlier laws with thessathe name regul
this legal matt by taking over the solutions from some conventions that were not ratified througt
succession of states or the state did not accede to them. This should be taken into account in the pro:
of improving the legislative framewerkututb;

Several gventions of recent date with the same name appeared. Montenegro has not developed al
strategy about accepting them by taking over solutions without ratification or accession with internati
commitment and reservations, if alDeesions on und&itg to be bound by a convention or
protocol should not be taken hastily, but after a thorough expert discussion on whether such a deci
would improve any segment of Montenegrin maritime sector. Therefore the entire process should
properly guideddahgh the implementation of this strategic document. It is worth noting that the Chapte
3.2.1.3 of the Transport Development Strate2)330E20ognizes the need to develop a separate
strategic document related to implementatiternafional commiitrse and responsibility of
Montenegro as a flag state, port state and coastal state. Such a strategic document should analyse
current state of affairs and plan additional implementation (if needed) of the provisions of the rele\
international conviens, codes, protocols and resolutions;

Except in the Official Gazette, no database has been established so far, i.e. there is no list or conten
all bilateral or multilateral international agreements that refer to -kine medtéisi¢hat bind
Montenegro. That is the practice, however, in all traditional maritime countries. The same can be saic
the set of laws and secondary legislation pieces that have their sources in national legislation regule
maritiméaw matter&nother importannthis that not all mardismelegislation pieces are translated

to English or to Montenegrin language and published as such in the official website of the Ministn
Transport and Maritime Affairs to be easily accessible &coraitignentitiegtential investors
andshipownerthat would register their vessels in Montenegro, which is definitely the practice of al
maritime countries. Efforts will be made to overcome this deficiency in the organization of the st
administratidbody through thgplementation of the action plan that is a constituent part of this strategic
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h)

document, and primarily through the proposed strengthening of the capacities of human resources, e
through training, or new employment and ratiowdiciatiservamisd state employees that work in
the maritime administration;

As for the labour rights of seafarers, Montenegro acceded most of the conventions of the Internatic
Labour Organizatiamter aligzhe umbrella Maritime Labour Convéwotio 2006. Montgrie

seafarers are now on the EU White List, since the programme of their training and certification of t
gualifications are now fully in alignment with the relevant EU requirements. However, in spite of that,
has to be done that Montenegriragarers, as our significant potential, can become competitive in the
international labour market. Although Montenegro is on the EU White List, maritime administration
some countries, through the agencies for mediation in enggjoiyenbitdterajraements so that
Montenegrin seafarers can be employed on the ships under their flag. Montenegro signed su
agreements with St Vincent and Grenadines, Portugal, Antigua and Barbuda, Norway, Commonweal
Bahamas, Japan, Hong Kealg,dtc. Apart franis, one of the activities envisaged in this strategic
document is development of a separate action plan to define activities aimed at Hl@proving labour
status of Montenegrin seafarers that certainly constitute a sigridfldantfyndbemtdémement of
Montenegrin maritime industry. That action plan will envisage the activities aimed at further improver
and updating of the information system for the maritime sector, i.e. electronic database on seafar
issued maritimbcuments and cimdifes on qualifications and years of experience in navigation;
revising the criteria and manner of control of education institutions dealing with education of seafarer:
well as the centres for training of seafarers; harmbooratietences betweesponsible ministries

related to education, training, social and health care of seafarers; development of employment prograt
for maritime trainees on national and foreign ships; including seafarers in the national system of sc
and health care likether maritime countries; analysing and amending (if needed) the tax policy relate
to salaries of seafarers; adoption of a branch collective agreement for seafarers employed in internat
and coastal navigation, etc.

In 2007 Meenegro signettabilization and Association Agreement with European Union, obliging to
align its legislation gradually with the European Union legislation. This includes legislation in the fiel
maritime law. In the K&evernmental Conference ss@&rlin Decemb2015 Montenegro opened

the negotiation chapter 14 that deals with transport policy. Thus Montenegro committed again to ach
alignment with the EU acquis in the field of road, railway, air and maritime transport and the transpc
inand waterwayBilateral screening that preceded opening of this chapter established the level of
alignment of national legislation in this field with EU acquis. As for maritime transport, the estimates s
that 70% of EU directives and pieces ofidegislated tmaritime sector are transposed in
Montenegrin legislation. This is a significant result, although there is still a need for additional alignm
European Commission Report for 2019 noted that, inter alia, no progress was miaderin the field o
state cotrol and membership in the Memorandum of Understanding on Port State Control from 19
(Paris MoU). Itis important to underline that in the period from 13 to 1'?9dagi@0 D9 thiz Paris

MoU Committee was held in St Petersleusgs3ion wadtended by representatives of all EU
countries, Canada and Russia in the capacifjedfedlIParis MoU members, as well as a
representative of Montenegro, which has the statute of an associatguseresitiarParis MoU.

It is impant to sayahfulfledged membership of Montenegro in Paris MoU was a topic within the item
8 of the Agenda. Presentation of Montenegrin representative was based on the last control that \
conductedthe audit by Paris MoU representatives adhdeisienegro@ctober 2018, where they
identified gaps in Montenegrin legislation that lead to the fact that it is not aligned with Paris M
procedures. They also noted that inspectors for safety of navigation were not adequately trained to a
linewith the prodares that are clearly defined in the Manuals for Inspectors within Paris MoU. It was
already said that this-oempliance was solved by the adoption of the Law on Amendments to the Law
on Safety of Maritime Navigation from July 20ZQrthérilectties of Montenegrin maritime
administration aimed at achievifigdgdd membership in Paris MoU, include continuous training of
safety of navigation inspectors and implementation of other activities envisaged in this strategic docun

European Comsim Report for 2019 noted that no progress was made in the implementation of the
National Maritime Single Window, i.e. an integrated interface that will ensure that on the national I
procedures can be done electronically when stepslentdepdrom Montenegrin ports. This will

be discussed in more details below. The Report noted also that the law of inland navigation is not alig
with the EU acquis. Within the preparations for development of legislation to regataa inland navig
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k)

Monteegro, a Study of Inland Navigation Waterways was done in June 2015. The development of t
Study was financed by EU Delegation. The Study covered the current state of affairs in Montenegro it
field of inland navigation, developmemcpeesm inldnnavigation in Montenegro, guidelines for
implementation of EU legislation related to inland navigation, organizational structure of the inle
navigation department, as well as terms of reference for the future technical cooperation.

As fo implementatiof EU directives in the legislative framework that would regulate inland navigation
the directives relevant for Montenegro, according to the conclusion of the Study are:

1 Directive 2006/87/EC laying down technical requirementsafogatiand n

il Directive 96/50/EC, on harmonization of conditions for obtaining national boatmasters
certificates in inland navigation,

i Directive 2004/26/EC, stipulating measures against emission of gasses and pollutant
from engines

Inland waterways naibgais molst related to navigation in Skadar Lake. Montenegrin rivers are fast
mountain rivers that flow through canyons and ravines and they are mostly shallow. They are idea
rafting and can offer a unique experience for tourists. Thadedrefaddt in the Law on Rafting

that stipulates conditions and manner of providing rafting services as a tourism activity and rafting
personal needs or for recreation, in inland fast waters.

Montenegro established successful cooperationAlitEUEba Maritime Safety Agency that is
manifested in EMSA providing technical assistance to Montenegro, exchanging data important
maritime safety and implementing various trainings for employees in the Ministry and administrai
bodies. All ofethe activés aim at achieving European standards and increasing the level of maritime
safety and protection of the sea from pollution from vessels. Strategic goals and operational object
defined in this document aim to strengthen and imprqgwerdtiancioer.

It is important to say that, when it comes to implementation of IMO Code for Investigation of Mal
Casualties and Incidents, according to which member states are obliged to establish an independent |
for investigating marine cssi@nd gidents that will focus on implementation of safety investigations
and prevention, implementing the clearly defined system of reporting to EMSA, Montenegro has me
obligations in the following way: in its session held on 11 DecemBeve®ivehf Montenegro

rendered its Decision on establishing National Commission for Investigation of casualties and seri
incidents of aircrafts, emergency events that jeopardize safety of railway transport and maritime casue
and incidents (lOtil Gazet of Montenegro 59/014). National Commission has the tasks defined in the
Law on Air Transport; Law on Safety, Organization and Efficiency of Railway Transport and Law on S
of Maritime Navigation. The Commission comprises chief anetstiggicmanent members.

Chief investigator manages the worlkCofth@ssion. Decree on more detailed procedure and manner

of implementation of investigations in case of maritime casualties and incidents (Official Gazette
Montenegro 52/2015utdiies in are details the procedure and manner of conducting investigations in
case of maritime casualties and incidents, more detailed authorities and conditions that chief investic
has to meet, the manner of notification, organization andeperdehixperts. The Decree is
applicable to marine casualties or incidents participated in by vessels under Montenegrin flag, or casus
and incidents that occur in the inland sea water and territorial sea of Montenegro and water tt
Montenegro hamerest innvestigation of maritime casualties or incidents is done to establish the cause
of casualty or incident, with a view to preventing or reducing frequency of maritime casualties and incic
in the future, and to improving maritime safebtesmidbof area at the coast. Safety investigation
includes collection and analysis of evidence, establishing the cause of casualty or incident, and issi
safety recommendations if needed.

Strategy for Development of Maritime E20862030 Page 52



PART B: Analysis of State of Affaimomic Backgroiur@verview of Montenegrin Economy

B.4. Economic Bacgroud®verview of Montenegrin economy

Shce independence Montenegro went through intensive transition changes and strengthening of market ecol
After initial years of growth and an increased volugre difdoténvestment in the perioe2@08,/global

economic crisis started in 2008d la very negative effect on the open Montenegrin economy and showed the
unsustainability of the economic growth based on external factors (primardyeiige idiflegt miiestment).

In 2010 Montenegrin economy started recovering, while@@g8red as the year after which the continuity

of positive growth rates started. The exception is 2020 due to the COVID 19 pandemic and its consequence

In the Ist couple of years macroeconomic situation in Montenegro is characteriseshtly foosdrnds tr

higher growth rates, whose key drivers were the intensified activities on the large infrastructural projec
construction and energy sector, growgbesispng industry and a strong increase in the number of tourists. On
the basis of MONST data, in 2018 Montenegrin economy recorded a positive economic growth rate of 5.1¢
Economic trends were followed by a continuous increase in the numb@ecs@msploy2@18 an average

number of employed persons achieved the level of A80wvindesanemployment rate at the end of the year
amounted to 17.8%.

In the period of the last ten years Montenegro recorded a budget deficit and a publie éshtrgiaath.

budget deficit at the end of 2018 was 159.2 million euro or 3.4%n@PR andsequence of significant
execution of the capital budget, i.e. of implementation of infrastructural project. Budget deficit leads to the inci
in publidebt that at the end of 2018 amounted to 3.26 billion euro, or 70.1% of GEdeoRishiiqdeth

trend and therefore it has become increasingly difficult to find sources for its repayment. The impleme
measures of fiscal consolidation caselssexbas positive.

Montenegro records a deficit in the current account of ifspogiawece. dn 2018 the deficit amounted to 793
million euro. The current account deficit is caused by foreign trade deficit in the exchange with foreign cou
wherdhere is an obviously high level of dependance on import. On the othersidelutheretlsesaccount

of services, where the most significant item is the revenue foumistravel

Table 1 offers an overview of Montenegriaaoacmic indicators for the period 2008
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

GDP in current prices in 2,981 3,104 3,234 3,181 3,362 3,457 3,654 3,954 4,299 4,663
million of euro
Real GDP growth % -5.7 2.5 3.2 -2.5 35 1.8 34 2.9 4.7 5.1

GDP per capita 4,720 5,011 5,211 5,074 | 5,356 | 5,561 | 5,826 | 6,354 6,908 7,420

Average annual inflation 15 0.7 2.8 5.1 0.3 -0.3 1.4 0.9 1.9 1.6
(CPI), %

Average number of 174,152 161,742 163,082 166,531 171,474 173,595 175,617 177,908 182,368 190,132
employees

Unemployment rate, % 13.0 13.8 13.2 13.5 14.9 14.9 17.2 21.3 221 17.8

Public debt ( mil1402 1,270.7 1,487.2 |1,699.5 1,933.0 |2,071.7 2,418.8 2,546.1 §2,758.8 | 3,268.6

Public debt, % of GDP 38.2 40.9 46.0 53.4 57.5 59.9 66.2 64.4 64.2 70.1
Budget deficit/surplus -130.3 | -112.2 | -126.5 -174.7 @ -215.7 | -103.0 | -291.3 | -135.0 | -236.9 -159.2
(million )

Budget deficit/surpluss, % -4.37 -3.62 -3.91 -5.55 | -6.48 -3.0 -8.0 -3.4 -5.6 -3.4
BDP

Current account -83.3  -710.2 -573.4 | -486.1 -383.0 | -429.1 | -401.7 | -642.0 @ -691.2 -793.0

Balance of goods and -921.0 -793.8 | -708.1 | -771.4  -6754 -686.1 @ -674.3 -888.6 -1,007.9 -1,113.8
services (mi |1
Export of goodc<s 296.3 356.6 476.5 3919 | 4029 3575 | 330.3 350.8 382.4 435.9

Il mpor t of good<1617.9 11,6238 1,782.8 1,781.1 |1,733.0 1,733.9 |1,794.1 2,008.5  2,242.5 2,485.8
Foreign trade balance |-1,321.6 -1,267.2 -1,306.2  -1,384.2 -1,328.6 |-1,376.4 |-1,463.7 |-1,657.7 -1,860.1 -2,049.9
(million )

Exchange of services 400.6 806.0 903.8 612.8 653.2 688.9 | 788.2 769.1 852.2 936.1

bal ance (mil i
Net FDI (mi | 11,0665 552.1 = 389.1  461.6 @ 3239 3539 6193 | 371.6 | 4843 | 3276

Net FDI, % BDP 35.8 17.8 12.0 14.7 9.9 10.2 16.9 9.4 11.3 7.0

Source MONSTAT, CBQ@hnistry of Finance
Table 1: Overview of macro-economic indicators for Montenegro (2009-2018)
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According to thetimates of the Central Bank of Montenegro, tourism, energy sector and construction will be -
key drivers of exmnic growth in the forthcoming period. Strong investment activities related to the continuati
of highway construction, tourism feamldiéscilities in the energy sector will boost further economic growth.
Export of goods and services will grogoaseguence of higher consumption in tourism encouraged by the
construction of new tourism development, stabilization and the arstim@mted ingdastry and agriculture.

The expected growth of |1 mpor t entanddomsssuetion naterialtatde i n
labour, particularly for the construction of highway and tourism facilities, while the expgittellugeowth of a
can contribute to a decrease in import.

Continued implementation of fiscal consolidation measurés aaeddine in private and public consumption.
Given all of the above, the key challenge of the fiscal policy in the fotdrogamadmiidl be to keep the
balance between development and budget sustainabiity.
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B. 5. 006 BL U&Ovdrv@oNtkeNEXisting Maritime Sector and Economic Setting

B.5.1 Montenegrin Maritime Cluster

It is globally accepted that maritime administrations (ministries that regulate maritime sector, keep nationa
registers, propose maritime regulatory figradeot and conduct maritime policy etc.) set as their final goal to
increase competitivenand attractiveness of national ship registers, i.e. their flag and to improve legislativ
framework in the maritime sector. In addition to this, a gepeedllyrexa, taken by maritime countries as

one of the economic pollicy instruments Wimgchimpetitiveness, is development of national maritime cluster
that includes all maritime anciliary activities.

Maritime clusters are defined as netwadssonnected economic entities, supplyers and other elements of the
maritime sector thatlacated in the same geographic area and whose operations depend on the decisions an
policies of same institutions. The distinctive feature that diffecsnchtbirsypes of networks lies in their
mutual interconnections and interdependané¢tarinGlieat deals with the analysis of the external setting, we
offer a comparative overview of the organization of maritime clusters in certain countries.

It B important to note that there are economic and social ties that connect memimbite afl gbisterare

perceived as a tool to ensure improved efficiency and productiveness, making economic entities competitive
national, regional and glelal. Other sogoonomic results, like employment and sustainability, occur through
theadhst erds positive influence and dynamics. There
and methods to analyse clusters. On a gengaal éoagiomic cluster can be defined as a group of economic
entities with stronger intema than the links that the group has with external setting. Possibilities to develop
clusters depend on the nature of those links, since different mefiseines diffeirent links, and the possiblity

of influencing the links is the key justifitatiercluster approach to economy. Since economic entities and
clusters in an economic area are interconnected, any positive development or investorecérin one se
influence many others. However, not all influences are positive. It is tharetorestaptish economic

sectors and links the development of which will have the most positive influence on the entire economy.

Everyone agrees that itéemionally difficult to ensure proper functioning of a cluster only through the efforts o
the public sector. Development of a maritime cluster is-ragstbta@sif but it is undisputed that constituting
a cluster has to be initiated, even ififtti@énhas to come from the public sector, as it is the case here.

Legal form of clustergat®ls on the purpose of cluster development, the vision of future development or financi
reasons. There are many forms that a cluster can have: an d&s0jiatidimited liability company, a
cooperative, a partnership, etc. However, in Mohisteggrare most frequently established as NGOs and as
business organizations (companies).

One thing is clgain Montenegro there is a strong institutipoal umlevelopment of clusters. The Ministry

of Economy developed the Strategy for SadEioabmic Development of Montenegro through Introduction of
Cluster, which is the umbrella document for cluster policy. Through implementatioamd fireatesahical
support to cluster development efforts are made to initiate the precéssratidosh Montenegro. Since

2012 the Ministry of Economy has been continuously working on the implementation of the cluster develoy
policy in Monteneginoough the programme of state aid aimed at providing financial support to more efficier
furctioning of clusters and their better promotion. The goal is to ensure better position of sigall and mediun
entreprises on the national and internatiostzdnakttkeir stronger competitiveness. The activities implemented
so far in Montenegro hagdymed positive results, particuarly when it comes to sectoral clusters where economi
entities recognized the importance of joining into clusters to dvidi@meoisldms and limited capacities.

In addition to this, development of clustershnediomiemes together with a significant role that international
organizations have in formation of clusters and implementation of their activities.

Programme fionprovement of competitiveness of economy for 2019 envisaged establsihment of six Program
lines of financial support, one of them being dedicated to cluster development.

Development of clusters, as an instrument of economic policy, is theneelitvesiment in the region, to
generate new jobs, strengthen expert capacities, iodiedisepess, enlarge export volumes and implement
economies of scale, as well as to constitute Montenegrin maritime cluster, which is in this strategic docu
recognized as one of the key activities on the path of achieving the strategic goals.
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Belowsd a brief overvies of the potentials of the identified blue economy sector, that are to make the basis o
future members of the Montenegrin maritime cluster.

B.5.1.1 State authorities (structure of Montenegrin maritime adminsitration)

Below is ailef overview of Montenegrin maritime administration, with elaboration of competences of each auth
within the system.

Ministry of Transport and Maritime ifdfia the umbrella institution for drafting laws and secondary legislation,
preparing systemlutions, defining policy and implementing measures in the maritime sector. Rulebook on inter
organization and systematization of the Ministry of ToaNepanrenAffairs defines two organizational units

in the maritime sector: Directorate ritmil&conomy and Directorate for Maritime Transport and Inland
Navigation.

Directorate for Maritime Economyin charge of: conducting development phkc¥igld tof maritime

economy; establishing strategic plans, programmes and projedtsfimiétifiee economy; establishing,
preparing and proposing system measures for implementation of the policy adopted in the field of maritime ec
and analyisg their influence on the economic positions and conditions of operation; mariam#® companies
maintenance of port infrastructure; undertaking activities and measures related to maritime economy and con
information about state of affairs ialthismbnitoring and analysing proposed measures and implementation of
infrastructural progeciboperation of the Ministry and international financial institutions; cooperation of the Minis
and companies in the field of maritime economy; campdiigniaind reports related to concluded financial
arrangements; enforcement of conclfitien@avernment and its working bodies; cooperation with other bodies
in relation to achievement of goals envisaged in the field of maritime econgnocensedafmyvarding

contracts, payments, reporting and monitoring of contract imjmdmentattiaihe signed contract and other
activities defined in legislation

Directorate for Maritime Transport and Inland Navigatiocharge of: condgctiavelopment policy in the

field of maritime transport related to safety of navigatiion, girdte sea from polution from vessels and
maritime structures, protection of life at sea, safety protection of vessels; adoption of strategésplans, progra
and projects in the field of maritime transport; legislative activity, draftsecdadananegislation;
preparation of international treaties and agreements; adoption, development and proposal of system measul
implementation of the astbjptolicy in the field of maritime transport; keeping required records needed for
monitoringna undertaking measures in the field of maritime transport; undertaking activities and measures rel;
to maritime transport and compiling informatioreid; tinplémenting the Government Programme and
enforcing the conclusions of the Governmientvamking bodies; cooperation with the minsitries and other
bodies; preparing answers to MP questions in the field of maritime affairs; conduatingnissEeicton,

and expert tasks related to safety of navigation and other tasks diefise@gultterg maritime transport,

tender procedures, monitoring contracting processes, payments, reporting and monitoring of cont
implmentation in linehvgiigned agreements; preparing and providing information in the field of European
integratioand international cooperation; complying with the procedures defined in the management system pq
positions defining activiites in the field of inlandmanaydtiafting legislation to regulate this field in line with
obligations towards EU; dsawelther tasks defined in relevant legislation.

Following authorities function under the umbrella of the Directorate for Maritime Transport amd Inland Navig
Division for implementation of safety standards in maritime navigation, Divésitatifor ahglendards for

protection of the sea from pollution and inland navigation, Division for inspection supervision in maritime and
traffic and 2 iegal unitHar bour Mast er 6s Of fi ce Bar and Har bol

RegionalunitsHar bour Master 6s Of fi ce Baeelncramaofthedolioviogu r Ma
drafting of plans, instructions and opinions related to snppeedton of implementation of laws and other
legislation in the maritielé &ind performing inspection supervision over maritime structures, ports, structures fc
safety of navigation ardurityrotection of ports open for national and intetrzfionak well as other

activities of inspection supervision in lingisiétiole and international treaties in the maritime field; defining
priorities in inspection supervision; entering/removing vessels into/from appropriate regitsnip§egistration
boats, floating vessels, rafting boats and other maritins§ sinfmtceenent of rulings of courts with jurisdiction
related to registration into an appropriate ship register; issuing certificates on registration in appropriate reg
(for ships, boats, floating vessels, rafting boats and other maritimésstrungf@aesrovals and consents that
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fall within the competences of the Harbour Mast
general authorizatioasquiring special authorizations, issuing general and special authoezatpns,

general and special authorizations, replacing general and special authorizations, revoking authorization, ke
appropriate register of authorization); receptismasdeid af ships (certifying ship documents, issuing licences

for entering stand departing from a port, keeping records of arrival and departing of ships, collecting at
processing statistics related to traffic of ships, cargo and passengers)aethtedmesrkment of crew
members (registration of medical certificafes imtma n 6 s Book and embar kment
authorization and diplomas into the Seamanédés Bo
yachts;issuig and replacing Seamands Bo o kescoafimingwarb ar k mi
of experience in navigation; acquiring, issuing and extending IDs for pilots of maritime pilotage; acquiring, is
and replacing certificates for boatewgrdar inspection of boats for personal use; issuing and replacing
registratn sheet and list of crew for boats; issuing, extending and replacing licence for navigation of bo:
extending and replacing licence for navigation of rafting boatsypepegtorof: foreign and national ships

and other vessels in terms otHymcity to navigate, compliance of their engines and other installations, devices
instruments and equipment with the documents; members of crew of ships andfuhinyeessisiom

terms of their number, qualifications and authooizp8diosriing certain duties and activities in compliance
with ship documents; navigation, entering into Monenegrin waters or performing research or other activiti
foreign erchant, fishing, research, public or war ships, yachts or boatsamitrssspafsk and required
approvals of competent ministries for entering Montenegrin waters or performing certain works in the territori
and internal sea waters; portpignsl open for international or national maritime transport in terms of their
operational and other costs, breakwaters, required depths, devices, installations and other structures intend
berthing, mooring, anchoring or protection of ships, fas emlbarkment and disembarkment of passengers
and/or cargoby insight imthe document on the largest permissible load of the constructed coast; waterways
with international, irstiatte or national regime of navigation in internal sea watiéosiarabsem terms of

their depth, width, radius of curve and heigittwiestabove such waterways, whether the works on
development and maintenance of waterways are done in line with technical documentation; radio service on
or other vessais floating structures, and coastal radio station that serves favisgfty ots1devices and
equipment as well as maintaining the assets and operation of that service; construction of structures built
internal marine waters and tatritea or coasts, works on development i.e. construction of padrons pier in

of technical qualifications and their influence on navigation safety; transport of persons and/or things in ter
protection of human lives and property withia tigémmitissible tonnage and stability of the ship or any other
vessel or floag vesses, as well as other requirements defined in the law and other legislation pieces (checkir
the position of load line, i.e. the free side of the ship to tkatdatingresdocuments etc.); foreign or national

ships or other vesselsoattifig structures in terms of protection of the sea from pollution, condition of equipmer
for prevention of sea pollution against the documents and books of sucleigtnuoturatipfad ships or

other vessels or floating structures in termsiraf theestandards related to the lowest age limit of crew
members, health capacities of crew members, employment contracts, working hours and rest hours for the
equipmentf the ship hospital, food, drinks, premises for storing and prepaiirtgifidugl,vantilation,

heating, lighting and water supply and sewage system etc.; foreign or national ships and ports open for intern
transport in termssetuityprotetion of ships and port installations; foreign or national ships dwad/or ports t
load or unload cargo in terms of possessing valid documents proving compliance of the ship or port device
loading or unloading the cargo and if the condition atesiéh ideline with the data from the documents;
service for search and resctierms of exercises, responses and operation of the service in case of search an
rescue of human lives at the sea in the zone of responsibility of Montenegeansegwea ool polution

in terms of exercises, responses and operatiearoicthé case of sudden polluting discharge into the sea
from ships or other vessels or floating structures and from the port or coastal installations, i.éag¢erminals; perfc
obligations of port or coastal pilotage in terms of educaticongjuabficat) hours and rest hours for pilots

and other staff on the land and on vessels, etc.; of coastal management zone in terms of fences and equiy
with tools for rescusmgmmers and the number of lifeguards in developed and construtésd foagitmg si

yachts in terms of whether they have the appropriate vignette, vessel$ tenttez paeaitd and book of

yacht chartering; boats for rafting and raftsniaed maters in Montenégireers; inspectors for navigation

safety invegtte collisions of ships and other vessels or floating structures in internal marine waters and territc
sea of Montenegro to estabish misdemeanour or possibly drimiyal liabie nf or ci ng fAi nt e
prohibition of disposing of the stipr\ypng and stopping the ship to secure pecuniary claim of a proponent, as
rendered by the court with jurisdiction.
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Maritime Safety and Port Management Administpatifimms ¢hactiviies related to: safety of navigation in

the coastal sea of Motnenegro in terms of developing and maintaining marine waterways, installing structur
safety of navigation in waterways and ensuring their proper operationthg petidgmofgadio service

on waterways for the purposes of maritime transport, collecting hydrographic, oceanographic and meteorol
data and their transmission through radio communication; establishing capacity for navigation for ships and
vessles ahfloating structures through: technical supervision, issuing ship documents, books and certificat
calcullating tonnage when calibrating vessels; performing technical expertise in case of maritime casua
organizing and implementirgnaaif seanand rescue at the sea; protection of sea from pollution from vessels
and floating structures; entering yachts into the Yacht Register; application of international and Eurof
conventions, protocols and agreements from the scope oteitsespropepation with authorized
international organizations and authorized bodies from other states from within the scope of competences
Administration; ports of national importance; care of construction, reconstruction, maintenance, manager
protectioand improvement of ports; supervision over use of ports, providing port services and performing o
activities in ports; control of construction, reconstruction, maintenance and protection of port infrastructure
suprastructure; ensuringd@ions fomaritime transport and port services in ports and port anchorages;
implementation of national legislation, international treaties and standards related to ports; preparatio
development plans for ports adopted by the Governmewipersgimmngorts in line with market principles;
preparation of criteria for establishing the amount of fee for using port infrastructure; preparation of conce
enactments, participating in the procedure for awarding concessions and cositndatgeeoness

approving the amount of fee for port services on the basis of a defined maxiumum amount for such a fee; ¢
of implementation of concession contracts; regulation and coordination of relations and activities be
concessionaires; kiegp registeof concessions; ensuring compliance with the requirements defined in
international and national legislation regulating prevention of environment pollution from ships, protection of r
environment and coastal area and civil liabititaderatusda pollution; as well as other activities defined

as falling under its competences.

In addition to Ministry of Transport and Maritime Affairs, there are other entities that have an impact or
development of the maritime sector in theatditexenomy development. They are:

9 Ministry of Agriculture and Rural Development,

1 Ministry of Sustainable Development and Tourism,
1 Ministry of Economy,

1 Hydrocarbon Administration and

1 Public Company for Coastal Zone Management

Since its establishinen1993 éhPublic Company for Coastal Zone Management of Montenegro managed all
structures of maritime infrastructure (ports, piers, moorings, docks, small mole closed harbours etc.). In that y
on the basis of the laws on: state propertyplapatizj antbnstruction of structures, coastal zone, tourism

and hospitality industry, and on the basis of the Decree on selling and leasing things owned by the state anc
pieces of legislation, sustainable integrated management of coastalizmmeshmtaritime infrastructure

have been establsihed through the operation of this company. Sustainability of the management system (prot
development and improvements) for coastal zone and structures of maritime infrastructuredhas been ach
througheinvesting of funds earned from ceding sites and structures into their development and construction.

B.5.1.2 Montenegrin register of vessels (ships, boats, yachts and other vessels)

Administrative procedures for registration of shipedhmhtyr dding vessels, including installations for
production of hydrocarbons are conducted by the Harbour Master's Offices in Bar and in Kotor.

Exceptionally and in line with the provisions of the federal Law on Maritime and Inland\alvégation that ha
taken over into theaw on the manner of registration of ships, floating objects and instalations for hydrocarbol
production and in rem rights over the ships instalations for hydrocarbpnsgstdtichont of ships into

ship registersdene on tHeasis of decision of a Harbour Master's Office and court with subject matter jurisdictior
The court renders decisions on the first registration of a ship, decisions on registration into the lists B and C
main register of ships, antides on deting a ship from the register. The court also renders the decisions on

Strategy for Development of Maritime E20262980 Page| 58



PART B: Analysis of State of Afféasie EconodydOverview of the Existing Maritime Sector and Economic Setting

transfering registration of a ship into another register kept in Montenegro, and according to this Law this juris
of the court extends also to the registrasitallafiorfer production of hydrocarbons.

Provisions on registration of boats are contained in the Law on Safety of Maritime Navigaition, while regist
boats and other floating strucutes are kept by the Harbour Master's Offices in.Bar and in Kotor

As for ydus, the Law on Yachts adopted in 2007 constituted the Register of Yachts, i.e. the Division of the Rec
of Yachts within thkaritime Safety and Port Management Administration. It is most frequently the yachts fi
private use not longantB4 mete(eegistered length) that are registered in Montenegrin Register of Yachts. On
30 June 2019, 259 yachts were registered into the Register of Yachts iiMohteeegfor commercial

activities and the rest for private use.

According tife data ithe possession of Harbour Master's Offices at the end of 2018 Montenegrin fleet comprise
108 ships, 103,501.26 BT, out of which 4 ships are active in internatiénal navigation

I n the Register of ships i nof20i8thetd award66 ships: Mast er 0 s
T For unrestricted navigation: 2 ships with the total gross tonnage of 44,912.00;
I Short sea navigation: 4 ships with the total gross tonnage of 254.24
T Internal sea waters and territorial sea: 37 ships with the totalgp as<l{h08.96;
i Closed marine areas: 8 ships with the total gross tonnage of 1,186.11;
T Fishing boats: 15 with the total gross tonnage of 998.83.

In the Register of shipgsme Har bour Masterés Office in Bar, at
1. Inthe Register of Merchant Ships:
I For unlimited navigation: 2 ships with the total gross tonnage of 48,576;
T Minor coastal navigation: 1 ship with the total gross tonnage of 144;

I Coastal sea: (Internal marine waters and territorial sea): 14 shialvgthsh tonnage of
1,755.03;

T Internal marine water: 2 ships, gross tonnage 123.24;

I Adriatic Sea: 1 ship, gross tonnage 153;

T Skadar Lake: 2 ships, with the total gnagget@nis.
2. In the Register of fishing boats: 13 ships, with the totalage$l{.33;
3. Inthe Register of ships for administrative purposes: 4 ships, with the total gross tonnage 136.52;
4. In the Register of ships for internal navigation: 2 ships.

In total, at the end of 2018 in the registers of boats kept by the elarbbis MaBtf f i ces i n Bar
5,667 boats registered for commercial @odnaercial pursposes. Out of the total number of registered boats,
according to the avadatata, 425 boats were registerd for commercial purposes, while 4sg@2avéoe regi
nonrcommercial purposes (personal and public use). At the end of 2018 the Register of rafting boats contain
total of 114 registered boats for tourism.

All registrs are kept in written form (hard copy) and so far no electronic ttiataclggsterefd vessels has
been established. Apart from that, so far the procedures for registration of vessels and issuing certificate on
in registers have not beetalingd.

26Report on work and condition in administrative areas of the Ministry of Transport and Maritime Alaitisianior élalies un
2018.
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As noted above threre are only four ships used in interigaitbmalkimatvare registered in Montenegrin ship
registers. It is therefore one of the operational goals defined in this strategic document to increase the gross to
of Monteegrin merchant fleet and it will be achieved through the implementifittsnretataect to
improvement of the organization structure and qualifications of human resources, i.e. through the strengther
the capacities of maritime administagiosute adequate flag state control over the ships under Montenegrin
flag, i.econtrol of work of recognized organizations performing the activities of technical supervision and stat
certifications of Montenegrin ships. Another activity asimeatgtying activities of transfer of authorities for
technical supervisimmd statutory certification of ships to other Recognized ogranizations, i.e. classificatiol
societies. That will create preconditions for increasing the overall numibeerMshipmegrin flag.
Introduction of a uniform system of taxation gf attipjtias is also envisaged in the form of a tonnage tax.
The goal is to attract as large hurshgrafnemss possible to register in Montenegro, to liberalize requirements
for registration in Montenegrin register of maritime merchant shipsiiotedmssiiipownerdut also to

digitalize Montenegrin ship registers. Analoguous activities are also envisaged for the Register of Yach
Montenegro.

This strategitocument envisages also a gradual enstablishment and updating ofebeaicsticpeds

(Maritime information system) of Montenegrin ship registers, registers of boats, yachts and other vessels; ft
vessels in the territorial sea of Montéagged vignettes for private use and commercial activities; concluded
contrats on mandatory insurance in transport and other mandatory insurances of vessels users, as well as gr:
linking of these database with the existing information systemgenaof eata between MSNifsdection
authorities, H énsubanca compdraes, tloeaydeérnmént Hodies, ecestoms and other
authorities. This will ensure that all relevant authorities have precise information in reglveasefbout eve

i.e. about whether the users of vessel in Montenegrin terhitor@alappropriate insurance contract for
transport and if they lease the vessels in a legal manner, i.e. whether they comply with national legislation

B.5.1.FBhipowners angerators

Montenegro has a rich and long maritime tradition. A moreveiepsihentof maritime economy started

when the Yugoslav Ocean Navigation was established in Kotor in 1964eamdNaeigstion in Bar in

1961. Startingifin 1992, Montenegrin maritime fleet of shipping companies owned by the state faced numerc
challenges and the key reason for the loss of fleet was the war in former Yugoslavia and the period of interns
sanctions that were imposed on 30 May 18@2pfeiod of five years (199Z). The need to renew
Montenegrin fleet has been put agdhda in order to ensure: increase in the number of employees who lost
their jobs as the old fleet fell apart, contribution to development of econ@uiythatethahibet had a
significant share in the national economy, reactivating atidgetethilial port facitlities and preserving long
maritime tradition.

As for public policies, the first significant attempt at revitalization of maritifvioatemegno was made in

2004 in the form of a joint investment project of the Goivistommégregro and the consortium of Norwegian
investors. The name of the project was AKotor St
of Montenegrin maritime economy which, after international sanctions, was fackdpaithlemsodrab

was left without its fleet. Revitalization is to be effected through procurement and exploitation of the mar
merchant ships.

Establishmerto t he company AKotor Shipping Co Ljoidtd was
shipping company signed in February 2004. The key goal was to initiate 4ongsttseot grdrurement

and exploitation of the maritime merchanEFshgbility study of the joint investment project envisaged the
organization model wheree¥ery investment pubjectca s hi p, a separate Asing
established. I n each of such c bavegpaa@Oboetare.tTheadeac 0 mp ¢
was that the technical management and ensuring of the ships feilkbe provided by the newly established
company fANorMonteo d.o.o. with its registered of
shi pd companies will be done by one ©d Adhfe. phhne nf
ship bought through this project had the name of
1987 in Japan. It was adeak mulpurpose ship for transport of bulk cargo and general cargo, containers and
timberl t was bought for 6.76 milion USD. The second
the DWT of 10,700 tonns. It was-ageokenulpurpse ship, also for transport of bulk and general cargo,
containers and timber. It was bougt25anillion USD.
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The decisions aimed at revitalization of maritime sector in Montenegro can be considered justified fron
perspective of our time, bechusss ithe fact that before this investment project a large number of Montenegrin
seafarers weteft without any possibility to be employed on our ships and that this is the activity that Montene
has a long tradition in. Additionally, the projetgdiggoatuced a positive effect on education of our seafarers,
because a large number ofddegtin seafarers had the opportunity to specialize and improve the acquired
theoretical knowledge through practical training and experience

Frequent damageston e s hi p Alvo Visinodo that rapidlyf incre
the revenues from freights, continuously jeopardized investment programme and economic justification of f
implemenation of thissidject. Investmenrtject ended without losses, which means that the funds from the
sal e of t h ewhelekhe Governmira gf Monterdegrephad 33% of share or 1,070,085.00 USD were
spent to end the project "Ivo Visin Shipping Ltd", i.e. keeping ligoidipaoy thiadl covering turnover capital

by the time of collection of claims for sufferediantidic ed damage for M/ B Alvo V
were liquidated in 2009, immediately after liquidation of all averages and covering gihdtiagclaims ori
therefrom.

Other project of reviatization of Montenegrin maritime econonty tbegiatedrement of ships for the
shipping companies AMontenegrin Navigationod (Cr
plovdiba) AD

After th adoption of the Transport Development Strategy in 2008 that recognized revitefizgtion of Mon
maritime fleet as one of strategic goals, Montenegro started creating conditions for implementation of the pi
During the visit of Montenegrinadelegon t o t he Peoplebds Republic o
Understanding was signed bati@entenegro and Poly Technologies Inc. from Bejing that built merchant ships
for Montenegrin fleet. First iszhd  swdroe prroacnusrpeod t
company AD ACrnogor ska ¢dIn®e04 withia fie pkodt of revitalihation of w a s
Montenegrin maritime fleet. For the purpose of b
|l mport Bank of Chinado under t he f oatelof@%,irepaymentondi t
period of 15 years, with the downpayment of the company in the amount of 15%. The price of the ships
55,760,000 USD. Takeover of teetfi s hi p AKotor o was conducted in t
ADvademsgtopriwvwi t he second half of 2012. From the
the amounts for the lease of ships ensured stable relendeDanACr nogor ska pl ovi dba
cover its loan liabilities regularlyQditivben the grace period expired.

AD ABarska plovidbafi Bar is the second shipping
ABAROUBYAO ABi thin the project of revit agoihasat i on
a majority package of shares in this company. These ships are intended for transport of bulk cargo. Its ty
Ahandy si zefd b u36K00tomasrTo seeurethe supply ofithess shipsiwie campany concluded
a | oan agTheEpet mpowt t Bafnk of Chinad with the fol]
fixed interest rate of 2%, repayment period of 20 years. Theshijpearhthted to 46,400,000 USD. This
company regularly and independently serviceidlifdittreerelated to this loan by the beginning of 2018.

Since 2015 leases in the international freight market have been dropping significanilin levedtes dro

of these two companies with all the ensuing consequences. In this vespeetnhef®tontenegro prepared

an analysis of rationalization of operations of these companies through the adoption of an optimum maoc
operation. In theieoming period remedial measures will be implemented.

As for Montenegrin ships in intealat@vigation, private sector gave a significant contribution to preserving
maritime tradition in Montenegro.

In addition to tekipavnergeferred to above, éhir a significant number of internal nagigatwners
Montenegro that transport passeagdo some other commercial activities

One of them is the shipping codpanymor s ki saobralajfi DOO that owns
thatconnect two shores within thelBuika Bay in the area of the bay strait Verige. Regular transport is done in
the settlement Kamenari, on the side of Herceg Novi éeniene Isepetani on the side of Tivat. In order to
modernize the fleet and irepiay quality of its services, this company built in Slovenia and took over the ship
AGrbaljo in 2014. I t shippwnérdn 2011 this cgnepdobk ogehthepsecond t h e
largest ship in its fleet under theAdmeo d o fi .
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Strategy for Development of Maritime Economy envisages restructuring of shipping companies "Crnogc
plovidba" AD Kotor and "Barska plovidba" AD Bar in order to ensunalihigyr andtéinancial stability,

support for the procurement ofRAR@ssenger ship to do international maritime transport and smooth liner
transport of cargo and passengers between Montenegro and other countries of the repippwgetsmestic
andtax reliefs and other facilities to encourage development oftintenmeg matri r a n s pschri tp skdy. u s

B.5.1.4 Maritime Insurance Companies and Maritime Insurance

In principle, according to the system Insurdnaectiaties of insurancensarance and reinsurance may

be done by insurance companies or reinsurance companies with head offices in Montenegro licenced b
independent regulatory authority for insurance or reinsurance activities. Tlgsalscthdtmaucted by

a par of an insurance compdmanch licenced by the regulatory authority for insurance or reinsurance activities
in Montenegro.

According to insurance practice and current legislation, insurance of persons andamopadycaModun
mandatory gnin cases defined in the law. According to territorial principle, which is a constituent part of t
Insurance Law, property and persons in Montenegro may be insured only with the insurance company estab
according to theaw. As an exception ®rilie, foreign insurance company may insure: 1) air and maritime
transport above mandatory insurances in transport; 2) foreign physical persons who live and reside in Monte
and property of such persons, except for mamslatnce. The Governaidiontenegro may stipulate other
conditions under which the property and persons referred to in paragraph 1 of this Article may be insured \
foreign insurance company.

When it comes to maritime insurance, it can thenthtisdmatter is regulatdte federal Law on Maritime
and Inland Navigation. The provisions of that law apply to:

a. Insurance of ship, its engines, devices, equipment and supplies, as well as of goods and ott
things transported by the ship ordeated on it;

b. Insurance ofeight, insurance costs, costs of equipping the ship, costs of joint average,
renumeration for salvage, expected profit, comission, salaries of the crew, lien and othe
rights and material benefits that exist or can by jestifeted in relatiorakdgation
or ship transport of goods and can be estimated in money;

c. Insurance from liability for damage inflicted on third parties in relation to property rights «
using the ship and other things listed in item 1 aboyeptwysiedlor legal entities.

Provisions of this law also apply: to insurance of ships that are being built and to things intended for building
ships, as well as to insurance of things that before or after being transported by the sstipragesocated in
warehouses or atipdaces, or are transported by any other means of transport; to reinsurance of the above itel
as well as to other insurances and reinsurances if concluded with the insurance policies or conditions comm
navigation insae. Provisions of this lpplyaalso to mutual insurance from navigation risks, unless they are
contrary to the nature of the relations of these insurances.

Il nsurance for a ship covers the shi pfidek lubncadtsl |, it
andothes hi p material, as well as the stocks of food
is called Hull and Machinery insurance. Market for this type of insurance is concentrated in London. This inst
is nd mandatory, but the needsfation, requirements of the ordering entity for the ship or lesee of the ship
actually impose it. Therefore it can be even said that without Hull and Machinery Insurance it is practi
impossible to have commerciaitatiph of a ship. Givente¢higorial principle, natishgdlownerske this

type of insurance through national i nsurance corm
vessels, majority of national insurance companissaiifisucance of vessels.typhe of insurance is mostly

taken for boats, yachts and internal navigation ships and other vessels.

In the context of analysis of insurance from liability in maritime transport, it is worth mentioning the provisio
extracontractual liability frbomn ltaw on Maritime and Inland Navigation. Extra contractual liability implies the
liability for damage inflicted by the ship or any other vessel to persons and things outside of the ship and t
environement. When the damages an exicantractuaélation is established in which one party is obliged

27Insurance Law (Official Gazette of the Republic of Montenegro 78/2006candged@@d7and Official Gazette of Montenegro
53/2009 other law, 40/201ather law, 45/2012, 6/2013 and 55/2016)
Strategy for Development of Maritime E20262980 Page 62



PART B: Analysis of State of Afféasie EconodydOverview of the Existing Maritime Sector and Economic Setting

to compensate for the damage it inflicted on the other party, while the other party is authorized to claim dan
These provisions do not apply to colision of shigle@ndamiage. Provisionsctraantractual liability are
applied to other vessels as well, regardless of their size, as well as on hydroplanes while they are on the wa

P&t i nsur ance ishipowretswardthidd pdrtiest i$ pgrosided by P&l ¢lubsy dnd dorhestic
shipownetske such insurance directly from the P&I club, which is in line with the territorial principle defined ir
Insuranceaw. Although without this insurance it is impossible to exploit a shiy, toenlangrdifines that

it is mandatory for all ships of 300 GT and above. Article 33 of the Law on Safety of Maritime Navigation, C
Gazette of Montenegro 62/2013146/Zorrigendum, 47/2015, 71/2017 and 34/2019) stipulates that a
Montenegrinighof 300 GT and above, except for the war ships, anciliary war ships or public vessels owned
the state have to have a certificate of insurance from liabiltiy Gaimaritiniae with the International
Convention on Limitation of LiabilMarftime Claims from 1976 up to the amount of insurance defined in the
Protocol 1996 to this Convéhtidris insurance can be with or without a franchise dependimg @in the ty
coverage of the members of the International group of P&l clyipsapratestimancial guarantee (guarantee

of a bank or another similar financial institution). This type of insurance is mandatory also for all the ships of :
and above thanter territorial sea of Montenegro. Provisions of Article refermech$padmtbit Directive
2009/20/EC into Montenegrin legislation.

This Directive is at the same time an expression of the political will of Member Staates to atceede Interna
Convention on Limitation of Liability for Maritime Claims as amef@édbgttioelland to implement this
Convention in national |l egi sl ation. The Preambl
Member States adopted amnst@tein which they unanimously recognized the importance of the beplication of t
1996 P¥otocol . o

Mandatory financial sureties, i.e. insurance for certain categories of ships are also envisaged in the La
Protection of the Sea from Pollution of {@fehl Gazette of Montenegro 020/11 of 15/04/2011, 026/11 of
30/05/2011,2@/14 of 30/06/2014) which transposes into national legislation the provisions of Internatior
Convention on Civil Liability for Bunker Oil PolutionBRikadee 2001.

TheLaw on Mandatory Insurance in Tréinegatates insurancewhers, i.e. users of vessels from liabilty

for damage inflicted on third persons. Owner, i.e. authorized user of vessel that is entered according to legis
on registration of vessatstime register of vessels, is obliged to conclude a ciostieari@a from liability

for damage he inflicts using the vessel to third parties in form of bodily injuries, harms for health or death. De
includes the damage inflicted on third peeséms fall of things from the vessel or ejecting tlunmgtheur fr

vessel. Thus, this insurance does not cover the damage that the vessel might inflict on the things outside of
and on the environment, or the damage stemming from cedlrOotver, i.e. authorized user of a foreign
vessel, beforetaming permission for navigating in the internal marine waters and territorial sea of Monteneg
i.e. that navigates in the internal marine waters and territorial sea of Moreriaguwetdsotm this liability

unless some other security isdptb¥or compensation of damage or unless international treaty requires
otherwise.

This Law defines mandatory insurance of passengers in public transport from consequences®f accidents. O
i.e. users renting or leasing a vessel that serve fdrdfgregs@ngers in public transport are obliged to
conclude a contract on insurance of passengers in public transport from consequences of accidents, and th
obliged to submit such aonto the relevant authority in the process of registeatemsedof registration

of a vessel used for commercial purposes, i.e. transport of passengers.

In the context of the above, when it comes to vessels whose gross tonnage ésebisl@ndafifieticy in

system solutions for mandatory insunantaritime transport, which can constitute a barrier for further
development of nautical tourism. This deficiency lies in the risks included in the analysis of the Law on Man
Insurancen Transport presented above. Since this is a very comple@eltgse issues will require an

28Montenegro has notyetacdeded t hi s Convention, but it took over the Conve
insurance for the ships above 300 GT by transposing the relevant EU Directive into its national legfislstiocase higthvisen

provisiamn o limiting liabilityshpownerérom the Law on Maritime and Inland navigation. Those provisiatedaire alliaspects

and they do not provide an adequate encouragement for development of maritime edenowiyachithengpstrategidsgeet

in this document and in order to create preconditions for development of national fleet (increasing the niviobEmefgsinips under

flag) the procedure for ratifying this international treaty will be started).

2%Maj a Radun o PapérslLanClé?02D, ¢SSN 8830, p.@230.

30Law on Compulsory Transportation Insurance (Official Gazette of Montenegro 44/2012).
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intersectorial approach and engagement of appropriate experts and human resources potentials. Therefore
drafter of this strategic document envisagedific activity aimed at providing an overview and possible
innovation of the legal solutions regulating this field.

Apart from this deficiency, further analysis shows that due to system failures there is still a large number of vi
participatinim navigation that are duly registered but whose ownees/el@matpipropriate contract for
mandatory insurance from liability or for insurance of passengers in public transport from consequence
accidents. According to current legislationfdicesiog) a boat for private purposes is issued for the period o
five years, while for the boats for commercial activities it is issued for the period of one year. As for yacht:
period of validity of a cerrtificate of registration is thremydiess, o the purpose of the yacht. As for ships,

they are masequently registered for an unlimited period of time, i.e. by the time when conditions are met to m
a change in the register or to delete a ship from the register. As an exadptiships tmay be registered

for a limited period of timalii@is registered on the basis of a lease agreement. In such a case the period of
registration is limited to the period of validity of such a contract. For the sake of clayaw#fehendd mak

here between a periodic technical controlahdfpeiidity of a permission for using a boat, i.e. certificate of
registration. In addition to this, issuing a licence for navigation of a vessel and extension of the licence can be
only if a proof of concluded insurance contract requinedsrstheriaitted to the relevant authority. Owner of

a vessel that is not subject to mandatory annual checks is obliged to conclude an insurance contract b
obtaining a licence for nagig#at lasts for more than a year and to renew the insngatieehriod of

validity of that licence. Practice has shown that this imperative legal provision is not enough because the ov
i.e. users of vessels conclude mandatory insuraote cohytrfor the first year of registration. That has a
negativeffect on safety of maritime navigation but also on revenues of national insurance companies. The s
goes for foreign boats and yachts. Applying for vignettes they have to supdiityanfloguelatory

insurance that can expire even beforeétie\agpires. In that respect, implementation of the action plan that

is a constituent part of this strategic document includes gradual establishment and updating of the exi
electroniecords (Maritime Information System) of Montenegrinshigistdrsat§, yachts and other vessels;

foreign vessels in the territorial sea of Montenegro; issued vignettes for private use and commercial acti
concluded contracts on mandatargirine in transport and other mandatory insurance of (smdssasf ves

well as gradual connection of above database with the existing information system and their exchange bet
MSPMA, inspection bodi es, Ha ochleefjoverrivhers dutharitees an®f f i c
customs authoriti®his W ensure that all relevant authorities have precise information in real time about ever
vessel, i.e. about whether the users of vessels in Montenegrin territorial sea have app aonidtadnsu

for transport and if they lease the vessetsmimaahner, i.e. whether they comply with national legislation

Apart from the above, analysing the system of mandatory insurance, the drafters of this document establishe
the actities of nautical tourism ports are not covered by mandaieyaimddinat this issue is topical also in

other states in the region that have developed nautical tourism but want to improve it further. In that respe
clear that mandatory insaramould raise the level of responsibility of port usersubldhiesuivan the

reduction of the number of harmful events, through improved security and safety of Montenegrin nautical to
ports, but vessels too. Finally, owner or user of allvesgainhj prefer a nautical destination that has
establishechaappropriate legal framework that provides a safe and secure environment for his vessel, but als
fast and efficient collection of claims for any possible damage that may ogaitroduinniyloretenegrin

territorial sea and using the servicastiochhtourism port. In principle, the issue of insurance from liability is
connected to every economic activity, including the activity of nautical tourism ports. In cagdsshthe nautical tc
ports, we could conclude that their activities aieengky fact that such ports, on the basis of contracts with
users of their berths, care for the assets of high value. The job of caring for assets of high value can by itself
damagerothe assets. That implies liability of the port and thewneéastorance from such liability. In that
respect, this strategic document envisages implementation of a concrete activity that aims at making an an
and possible innovation to teérgxiegislation that classify this type of insuranceamyangluance. This

issue has an impact also on the nature and material elements of the contracts on berths, which as such i
directly recognized in the national legislation. Iratiadivemmactice of other traditionally maritime countries it
isnot the case.
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B.5.1.5 Financial Institutions in Maritime Sector

In Montenegro there is no specialized investment fund for financing procurement of ships and generally for fin
broademaritime sector. Banking sector is rather passive wheo iprwidasgt credit support to maritime
economy operators. One of the credit institutions that can possibly ensure credit funds for procurement of
under favourable conditions is ttséevd Development Fund of Montenegro (IDF). This Fundhess establ

by the Law on Investrimtelopment Fund of MontenegidTAdgoal of establishing this credit institution

is to encourage and acelerate economic development of Montenking tiestabkstm&dvelopment

fund, the Government of Monteeagured an efficient mechanism for supporting the economic development.
Activities of IDF include awarding loans and issuing guarantees, as well as performing other activities that e
support to economic development.

Within the IDF credit facilépdled for companies in the field of services there are credits that can be used fol
investing into fixed as$etangible assets. IDF can directly finance up to 50% of the valualof the over
investment.

Starting from the fact that the analysis of the current state of affairs recognized that Montenegrin banks are p
when it comes to awarding credit support to entities in maritime economy, this strategic document envisage
activityf encouraginigdncial sector to take part in the financing of investment projects for procuring ships. Th
activity is to be implemented, inter alia, by explaiing to the banks that a ship can be an asset for collateral of a
and that the bankancbe additionabecured thorugh restriction on transferability of the Hull and Machine
insurance policy. This is something that banks obviously have not yet recognized.

B.5.1.6 Designing Ships and Shipyards

In line with the Decisionon on claissifafatorts burpose, shipyard ports are Shipyard port Bijela and Shipyard
port -Bwaidi |l i

Shipyard Bijela used to operate under the name A
for refurbisment of ships in SoutheaticAdyevelopmepath of this shipyard started in 1927, when the
workshop for construction of wooden ships and sailing boats was established. Development was stopped be
1979 and 1986 due to the 1979 devasting earthquake in Montenegro. THierethipyhtdjesundal

damage, while more than 80% of the facilities structurally connected to the shipyard were demolished or sar
the sea. Reconstruction of the shipyard was fiished in 1985, but in 1992 the hardship started again due t
sanctios that UN SeayriCouncil imposed on Yugoslavia. After the sanctions were lifted in 1995 the shipyar
started working, but under much harder conditions. Accummulated losses and difficult conditions of operatio
to the bankruptcy of this companyhahadnkruptcyogsedure was initiated in June 2015. Property of AD
fJadransko brodogradiligted Bijela was mostly cc
mostly settled, while the concession area that includes the shipyakeémpoxaerssnaw concessionaire.

On the basis of the Law on Concessions, in its session of 29 November 2018 the Government of Monter
adopted the Decision on awarding concession for commercial use of the Shif/ahed pondigdmn

was awaled to the ceortium Adriatic Marinas d.o.0. and B.V. Holding Maatschappij Damen for the period of 2
years. Concession contract for the port of Bijela was signed on 31 November 2018. In the mean time a
company of these two bidders was estabiidéiethe nanoé Montenegro Yacht Services (MYS). The focus

of this company is on providing services of maintenance and refurbishment of (mega)yachts. Intention of this |
is to contribute to further development of nautical tourism and absmalitinglregbentation of the

project assumes also creating conditions for employment in this new facility for refuryestimentiissuper

will lead to an increase in the number of yacts in Montenegrin marinas, because it is rtgktyadatpect that
ownes, aware that their vessels can be maintained in Montenegro, will choose Montenegrin marinas as their |
ports. This would have a positive impact on Montenegrin economy, particularly if Montenegro could become
for business activitielated to magacht management, which will be tackled below.

33 aw on Investment Development Fund of Montenegro A.D. (Official Gazette of Maih{eeegnab@B 26f09).

32Decision on classification of ports by purpose (Official Gazette of Montenegro, 070/17 of 27 October 2@072,8)50/18 of 20 July
33Decision on awarding concession for commercial use of the Shipyard port Bijela (Officiah€grre@@ 1 81of 30 November
2018)
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Companies Damen and Adriatic Marinas, i.e. MYS have prepared a voluminous investment programmn
envisages the construction of a floating dock, area for yacht washing and solidfqr gtéontinypchts
and equipment, modification and reconstruction of quays for servicing yachts.

TR

Image 9: Graphic presentation of the new shipyard in Bijela - Quay, ship lift and new floating dock

Total investmenthe period tifie first three years amounts to 20 million euro:

- year 1: 2 million eumorimarily for development of the existing site and infrastructure; (first year of the
Investment period will start after remediation of soil is finished artififie théssued confirming
that the land is cleaned);

- yea 2: 6 million eurprimarily for investment into new infrastructure and suprastructure and

- year 3: 12 million ebprimarily for invesment into new infrastructure and suprastructure.

Image 10: Graphic presentation of the new shipyard in Bijelai bi r d6s eye vi ew
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It can certainly be said that this is the infrastructural project whose implementation can be expected to |
significant progress in developinearitime economy, because this shipyard will certaialpagjebs,

and it is expected that some domestic companies from a broader maritime sector will have direct or indirect b
from the implementation of this investment project.

image. 11: Graphic presentation of the new shipyard in Bijelai bi r dés 3%ye view

As for the dghivmytar d hpporatctBoriitiiies of shipbuil din
Il ncorporatedfi favedidi batlt ANhgaar &€ ac beblftsoPVETf ur bi s
of 200 and 60 tons). Tieeye capacities for building and repairing smaller vessels, patrol boats, transport boat
and yachts. There is also a project bureau within this shipyard and vessels are only custom made. It is imp
to note thatery soon the concession status shifiyard will be finalized, so the state can expect significant
revenues from fixed and variable concession fees.

> e

Image 12: Shipyard portBo ni | i

It is worth noting that these shiprargsimarily focused on vessels for sport and leisure and therefore there is
a need to ensure conditions for regular and extraordinary refurbishment of the ships for maritime internal navi

34Source for images 10, 11 and 12: Consortium Adriatizakternnas
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(ferries, tuopats, pusher boats, fishing boats, snstarges ships and boats for commercial activities and
other vessels).

B.5.1.7 Information Technologies in Maritime Sector

Montenegro needs introduction of information technologies for all modesthetramipritof alignment
with the standardpplied to the transport network of the European Union. Montenegro lacks experience ar
appropriate organization and institutional structures for coordination and management of the process of introc
of tlese technologies. Below is the list oehissysed in Montenegro and related to maritime transport:

1 VTMIS(Vessel Traffic Monitoring And Information System) is the system for supervision, control al
information in maritime transport that compoises®asors: radar, VHF radio, staten, AlS, radio
goniometer, CCTV cameras and links. The system is intended for regulating maritime transport and for t
cases of search and rescue at the sea. Within the VTMIS the VTS service (Veisea) TraffidSe
two types of servi€éostal VTS and Port VTS. Montenegro introduced Coastal VTW that has been
operational since 2015 and functions in line with the VTS Rulebook. Implementation of VTMIS also worl
attempts to predict, prevent amggtmitvith different measures highofiskarine pollution, In the first
stage VTMIS was established as coastal system (Coastal VTS) that includes sensors (radar, V
transreceivers, radio goniometer, AlS equipment, meteo stations, systendfordenkisliakd,rdiesel
generators etm)the locations Mavrijan (Ulcinj), Crni rt (Bar) and Obosnik (Ulcinj);

1 LRIT(Long Range Indentification and Tracking) is the system for tracking ships (Flag State), in line with
SOLAS Convention. Using thisrsghips send their positions to Batiee @very six hours. The system
also ensures information about foreign ships that navigate towards Montenegrin ports and it is also use
search and rescue at the sea;

1 CSNCleanSeaNet) is the system for sdediodion of the potentiadpills, and it is provided by the
European Maritime Safety Agency (EMSA) through the SEG portal (SafeSeaNet Ecosystem GUI). R
installed on a satelite detects potential polution of the sea on the basis of tMSéongitiatiaral
centre process¢he information and sends it to the countries using the system so that they can have a
insight and be able to perform checks. The response and check is required within one hour. Operators i
Maritime Operational Ceagister the feedback int&E® portal;

1 MARESs the European system for exchange of AIS data (Automatic Indentification System)used by |
countries. Montengro exchanges AlS data with MARES system which is under the supervision of EMSA

1 SSN (SafeSeaf)ie Montenegro currently exgha data with EMSA (European Maritime Safety Agency),

through VTMIS system and uses the latest version of SafeSeaNet V3 (version 3). For now the informatic

one way and the system includes two functionalities tHd¢Saffe8ea

- sending AIS dataBWISA, through the MARES system that MSPMA is connected to since 2014, as the
result of MEDESS4MS project;

- sending PortPlus messages to EMSA, containing data about notifications of arrival/departure of shif
and from Momiggrin ports, which is vergriiamt for THETIS because in this way the system would
get information through PortPlus messages, PSC would be automated and PSC officers would
notifications of what ships they shoud inspect through the systeminspddigreSC

AlIS(Automatic Idtfication System) is an automatic tracking system that uses transreceivers on ships. Th

system is used by Vessel Traffic Services (VTS). Where satelites are used to detect AlS signatures, the

that is used is Satalis (SAIS). AIS informatiopmaments marine radar that is still the primary method

of collision avoidance in maritime transport. Information provided by AIS equipment, such as uni

identification, position, course and speed, can be displaged on@nsan Electronic Clisptdy and

I nformation System (ECDIS). AI'S is intended t

authorities to track and monitor vessel movement. AlS integrates a standardized VHF transreceiver w

posiioning system such as a G&Svis, with other electrionic navigation sensors, such as gyrocompass

or rate turn indicator. The Ministry of Agriculture uses the Fisheries Inforingt®th8ysieenates

within Automatic Identification Systerppi®ach to this systemmiteli for registered users. Automatic

Identification System (AIS) uses electronic base of data on yachts, boats and ships registered in Monten

registers;

=

1 SEGSafeSeaNet Ecosystem GUI is a new platform that viiifqrrositen about maritimeaionit
ships, maritime security and safety, tracking fishing ships, preventing marine pollution and preventing il
border crossings by vessels. SEG interface can be followed via mobile applications on smart phones
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tabets. The integrated SED poctades all services of CleanSeaNet, LRIT, THETIS etc. The system is very
efficient in terms of detection of ships in the entire territory of European Union and it-&laolkémgures back
of the ship movement histoayléorg period of time (histack).

1 Port Community System (P@3 centralized and automatized system for exchange of information and
documents between organizations and maritime authorities. PCS is an electronic platform aimed at conne
varios information systems ofelifiet or gani zati ons and entities in
developing PCS in the periodZ®within the strategic project ADB Multiplatform, financed from the EU
SoutHEast Europe cooperation progré8tieprogramme). Given thee soogh complexity, the testing
of the developed system took the entire 2015 and from May 2016 the system is fully operational.

1 CISE- Common Information Sharing Environnii a network standard developed by EU for
interopebility of services in charfgenaritime security, defense, environment protection, state border
surveillance, customs, fisheries and spatial planning.

1 STM- Sea Traffic Managemens a complex system for managing sea traffic that is currently being
developed and is analogous taithiaffic management system. The aim of this system is to improve safety
at the sea and reduce risks of possible collisions and stranding. STM provides possibilities for: preparing
sending the route to be checkediuiraiion centres on the shogating an optimum route that ensures
minimum waiting time and fuel consumption; exchaning the route with other ships, sending navigation war
to the ships in the vicinity, better cooperation with SAR units arehsdodisgarch on the eleictr
vessel map etc.

In order to make maritime transport easier and to reduce administrative costs, Montenegro should simplif
additionally modernize the formalities for notification of arrival and acceptandarioistérgo dee.
providingde traffic in Montenegrin ports through implementation of the Maritime National Single Window (MN}
In that way Montenegro would align these procedures with the relevant EU Directive 2010/65/EU, which is |
with the Eopean Commission recommamslaiCS can be a starting point for development of the Maritime
National Single Window, depending on the results of the study related to MNSW implementation.

It is worth noting that within the second stage of BPthé! Hidipr@ccession fundsomenegro has already
all ocated funds for |implementation of AMNSWO, pr
the implementation of the system.

This measure will be implemented by the Minissgart arahMaritime Affairdvanitime Safety and Port
Management Administration with other state authorities that have competences in granting approvals for free
of ships

In that respect the Action Plan envisages adoption of seconolargfiegatlopment of a shadywill

provide a detailed plan for implementation of this measure. It is realistic to expect that the end of implementa
this complex IT project, including the training of users and release of the systntheilehdmie2023.

MNSW wihorten the waiting time for getting approvals for ships to enter/depart from Montenegrin ports and
will improve competitiveness of our ports. The practice that has been used so far to exchange documents ¢
ship emrs our port will be replageghbelectronic procedure. That will shorten the time that the ship spends in

the port and reduce administrative costs related to entering and departing of ships. This will reduce the cos
shipowneysvhich will also havpositive effect on the ctithegmess of our ports.

Reporting arrival of a ship is now done in the manner defined in Article 46 of the Law on Safety of Mar
Navigation and in paralel through the PCS system. Not all the state authopteatdrs. grmatmaritime
agentare connected to this system.

B.5.1.8 Maritime Education and Training of Seafarers

Education in maritime sector is organized in Montenegro on the secondary school level and on the level of |
education.

Secondary Scho@ducatioris implemented in the Public Institution Vocational Secondary School in Bar and
Public Institution Secondary Maritime School in Kotor. They offer education profiles of nautical cadet and n
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engineering cadet. Secondary satftert prograrenof adult education which includes taking exams for re
gualification to these profiles

Higher Educatioin Montenegro, within two universities, in addition to the study programmes for educating futt
deck and engine officeffers education programioeshe profiles related to maritime management, port
management and nautical tourism.

Maritime Faculty Kotor of the University of Montemgghne oldest institution in Montenegro dealing with
higher education in maritimersdttvas established989las the High Maritime School and in 1982 it grew

into the Maritime Faculty. Since 2004, on the basis of Higher Education Law, teaching process in this Faci
implemented in line with the Bolognha Declaration pritidimes @mvels of studBschelor, Master and PhD

studies.

According to the latest accrediation from 2017 the Maritime Faculty in Kotor accredited the Bachelor s
programmes: Nautics and Maritime Transport; Marine Engineering, MaritimieddeoyicaddE=Maritime
Mangement and Logistics. In addition to being accredited within state University, all the technical st
programmes for education of the future officers are certified also by international classification societies as
meet theequirements of the IMOVBTEOnvention.

Current study programmes within the Faculty are organized according to the model 3+2+3. From the acac
year 2020/2021 the Faculty will thus get the first generation of Master students accordingdibetthe newly accr
system of studiesittwh the Master and PhD studies, the students can choose among the following course:
Maritime Science, Maritime Management andl.ogistics

University Adriatils a private University established in 2017 by fusion gf tinéddouth Bar (estabtishe

in 2012), Tivat (established in 2009) and Ulcinj. In addition to higher education in the field of nautics and
engineering, this University offers courses in port management and nautical tourism on the level of Bacl
Specialist and Master stidlVithin this University there are three faculties for maritime education:

1 Maritme Faculty Bdras three study programmes: Nautics, Marine Engineering and Port Management.
First year of Bachelor Studies is organizedftogatistudy programmese\ttrey have one elective
subject. In the second year the students choose their profile and course;

9 Faculty for Mediterannean Business Studiesdrnvidite Bcheltevel offers academic studies in the
following courses: Managerandbecuritpf Marinas driyachts (Bsc/Biganagement in Customs,
Forwarding and Agency Busifi&ssBa), management in Nautic Tourism, Sport and Recreation
(Bsc/Ba). On the level of specialist academic studies the courses offered byréhiNaoticakity a
Tourism and Maging Marinas, and on the level of academic master studies the course Nautical Tourisi
(MSc/MA).

1 Faculty for Mediterannean Business Studiethe Bacheltevel offers academic studies in the
following courses: ManagemeBeulitpf Marinas and Yad@sc/Ba)Management in Customs,
Forwarding and Agency BusifiBssgBa), management in Nautical Tourism, Sport and Recreation
(Bsc/B&)j.

In addition to the institutios of formal education, Montenegrin and other seafaiirgozantres that offe
training and required licences for career development and promotion. Licenced training centres in the ma
sector in Montenegra are

1 Bar: BMV Shipping Seniicgsntre for training of seafarers and Training cerliterdirte Faculty

’

Tivat: €ntre for training seafairéfaculty for Mediterannean Business Studies
Kotor: Maritime Faculty;

Kotor: Secondary Maritime School;

= =4 =4 =4

Herceg Novi: Azalea MaritiBigla.

35http://www.pfkotor.ucg.ac.me/
36 http://www.unizaetadriatik.com/
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B.5.1.9 Institutions for Reseambyation and Development in the Maritone Sec

Research and development field is regulated in the Law on Science and Re%eanath/Atipritaass in

details organization, conditions, financing of science and research activities and other issues of importance f
field. In line witkig law the Ministry of Science issues licences for science and research activities. Key reseal
institutions in the maritime sector in the University of Montenegro are the Marine Biology Institute in Koto
Maritime Faculty in Kotor.

As already notallove, the key goal of this faculty is to prepare highly educated human resolinees in the marit
sector, but also to ensure development of maritime research and science. Maritime Faculty in Kotor has labor:
for demonstrations: engine laborawryalfaratory, laboratory for protection of marine environment and
laboratory for ship eleettmics. The laboratories have th@fetequipment for measuring techniques
produced by leading manufacturers. Within its science and researchitinoekFdeuMaimplements the
following projects:

T Tempus project A MoaeneerducatiomigMoatandgroraadrAth@nmE 2 & n g
As a project coordinator the Faculty successfully cooperates with the total number of D8 partner institu
that include partners from academic community, partners from economy, includingnsisiat and me
companies, partners from NGO sector and representatives of state institutions. Key goals of the prc
are as follows: harmonization of the exidtolgyalopment of new academic study programmes and
IMO model courses for training of seafarersmaritime education institutions in Montenegro and
Albania; improving infrastructural and human potentials, creating preconditions for dayelopent of mol
schemes for students and faculty between partner institutions and improvemgraarfdiieeisti
for cooperation with the maritime economic operators;

1 Te mpus DevelapijenmtoftSustainable Interrelations between Education, Ressatadnand Inn
at WBC Universities in Nanotechnologies and Advanced Materials where InnasitiessMeans B
The goal is to establish the state of affairs in WB countries in nanotechnology and advanced materia
relation to: their application in medicinknarad practice and industrial engineering, establishing a
platform for connecting resegthheducation and innovation and accelerate development of industry/
clinics, equipping university units in nanotechnology and advanced materials umtttege WB co
(Montenegro, Serbia and Bosnia and Herzegovina) and transfer of knowledge in this field

1 IPA projeetHuman Resources Development fe2 @B 2Knowledge transfer for increased maritime
compet enc e swhosegoldtotinpnove goipel@getween the representatives of public
and private sector in maritime economy, trarigiewlefige and experience between the
representatives of academy and industry, strengthening capacities and development of potentials;

f INTERREG IPA CBC Progralii@eORTSA i ncludes i mplementation
region in Italy and inghgre territory of Albania and Montenegro. Specific objectives of the projets are:
strengthening maritime connections and introduoioggilitein therfoof sustainable development,
increase business cooperation through promotion anddgtetmdglimproving coordination among
relevant stakeholders with a view to promoting sustainable transport and development of new and gl
visions for crebsrder presence in the aim of promoting economic competitiveness of the region.

Marine Biologyystitute was established in 196 organizational unit of the University of Montenegro and
the only scientific research institution in the couddaysthdth protection and study of the Adriatic Sea.

Its structure includes a total of fieeatabes: Laboratory for Marine Chemistry and Oceanography,
Laboratory for Ichthyology and Marine Fisheries, Laboratory for Plankton and Quality 9f Marine Wat
Laboratory for Benthos and Marine Protection, Laboratory for Development Resdaneh &vichiaricu

the scieneeesearch activities the Institute implements numerous projects: Studying, protecting an
potentially growing the Mediterranean nobdéfghe(Pinna nobilis) in the -Rokar Bay; National
programme of collecting data in rfighi@ees, Monitoring andrmaitoring of water quality for mariculture

and assessment of natural resources of shell&Kiot@oBay, Improving protectitre sea in European

seas and seas in the vicinity. Potential use of shells of musdels @sdboysorbents for removing

heavy metals, marine and freshwater microalgae as an alternative source of protein in animal fe
Improvement of protectighetea in European seas and seas in the vicinity, etc.

37Law on Science and Research Adi@ffieml Gazette of Montenegro 080/10 of 31 December 2010, 040/11 of 8 August 2011, 057/14
of 26 December 2014)
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In addition to the above, impditanted sciencesearch institutions in the maritime field include

Centre for EAmxicological Research (CETR);
Agency for Protection of Environment;

1
1
1 Institte for Transport;
1

Private institution Institute for Science Research and Dévgloipjreeht

1 University "AdriatitViaritime Faculty Bar.

It should be noted here that MSPMA is recognized as the institution that in European contextiaan give a contri
to research activities. As such it participated in Montenegro in two EU preeRsseatiaim dind
Development Programme, Horizon 2020:

1 COMPASS2020 is the project that will introduce revolutionary changes in supervision of maritime tran:
inEurope, using the perfect integration of unmanned means (aircrafts and vessels$ with other mean
an integrated operative system. This innovative approach will be the first step that will lead to change
operational procedures where maritiméiesthitirbe using unmanned means in operations.

1 ANDROMEDA is an internatiorat e ar c h pr o] eEmhancediConimont Imfeemation | | r
Sharing Environment for Border Command, Contr
Ministry d¥laritime Affairs and Insular Policy. Implementation of ANDROMED#&wiillsesilt in
full potentials of the concept of-@&EBEmon Information Sharing Environment, through validation of
the systems for command, control, and coordination eathp2t®e in a loger period by several
coastal and border agencies.

B.5.1.10 Ship Classification Societies

The ships that are hired in international navigation have to comply with international safety and security star
as well as standards foremwient protection contained in the IMO instruments. Implemarftatemasmd

of this legislation is within the competences of every flag state that can delegate all or a part of its authorit
terms of statutory certification of ships amdlteapeivision to societies for classification. As the ships grow
bigegr and more complex, only classification societies like IACS members have the required technical and e
capacities to control them and inspect them wherever possible tigtuyglettedaped international network

of inspectors.

According to thaw on Safety of Maritime Navigation, technical supervision for the purposes of establishir
capacity of ship for navigation and issuing appropriate ship documents and book#dscahybandone
organization authorized by the Government and rectgmn&Zacbpgan Commission for performing technical
supervision and statutory certification of ships.

Agreement on regulating mutual rights and obligations with such a recogioizésl cogahidat] by the
Maritime Safety and Port Management Adaorinistrat

Liability of Montenegro as a flag state cannot be transferred to the recognized organization by an agreemen
same goes for the issuance of the following ship documents:

- Cerfiicate of Registry;

- Permanent records of the ship;

- Certificate on thenimum number of crew members;

- Licences for ship radio station;

- Declarations that seafarers meeti requirements for work

- Documents defiend in international treatierassfelale to the recognized organization.
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According to Decree on organizatib the manner of work of state adminiseatione Safety and Port
Management Administration, inter alia, does the activities related to establishing capacitigafivassels for nav
performing technical supervision, issuing ship docunseats] bedificates, adopting technical rules and
calculating tonnage when calibrating vessels. International Convention for the Safety of Life at Sea (SOl
International ConventioritfePrevention of Pollufimm Ships (MARPOL) and itieenational regulations

envisage that the relevant authority may entrust the activities of inspection of vessels to authorized inspect
Recognized Organizations. Since these admmasteatesponsible for ensuring that ships under their flags
meet certain provisions of international conventions for secure and safe navigation, Montenegro uses interne
practice in terms of transfer of authorities to Recognized Organizaticars thrabatelf of the responsible
administration body, flag state. IMO Committee for Safety of Navigation adopted the Model Agreement fc
Transfer of Authorities to Recognized Organizations that act on behalf of the Responsible Administration. Si
spite of transferring authorities to RecognizedtiOngaitimthe state that always has final responsibility, IMO
resolutions define models of control and supervision of the work of organizations, sociefiesresfer institutes

of author@s is envisaged in the IMO Resolutions A, 739 (18R)AwtBR(ihexes. Sisbgpowndras the

right to choose a Recognized Organization, the Government of Montenegro signed agreements with Bureau \
(BV), Croatian Ship Registry (HRB) and Rissi#timme Registry (RS), and relatively recentlyraddtalidth t
classification society RINA. With a view to strengthening competitiveness of Montenegrin flag, this stra
document envisages establishment of contractual relations orutrergfes dbrastatutory certification and
technical supeieis also with other Recognized Organizations, so that conditions can be created to increase t
number of ships under Montenegrin flag.

B.5.1.11 Maritime Agents and Brokers

Activity of mariiragencies in Montenegro has not been regulated in fanydawepd for the part related to
relations of obligations between maritime agents and their clients. In the intention to regulate the activite
maritime agencies, respecting theesithative industry, the Ministry of Transport and Nrgideyélbped

a Proposal Law on Maritime Agency activities. After adopting the Proposal in December 2019 the Governm
Montenegro sent it to the Parliament of Montenegro so thatopthibéhe parliamentary procedure.

Activities of maritiegencies include the work done by maritime agents and maritime brokers. They are relate
to navigation, ships and their exploitation, reception and dispatch of ships, care about pagsengers and
mediation in concluding contracts on exploitingrshgese pnd sale, building, conversion, ship repair, ship
insurance, liability of shipownenspandtorand providing supplies for ships. Maritime agent is a legal entity
that does administrathind commercial activities and other formalitiecadtire pfaeception and dispatch

of ships as well as common activities of representing shipperato@nthe basis of a power of attorney.
Maritime broker is a legal entity that mediheprocess of concluding contracts for exploitapien of sh
purchase and sale, building and conversion of ships, ship repair and contracts on navigation insurance, o
basis of a power of attorney. Maritime agency activity can be donedsyaHmaga@nt, agent in free
navigation, agent for puelaasl sale of ships and insurance agent.

Activities of maritime agencies, although strongly present in Montenegro, have so far not been adequatly regt
Therefore the conditions for raigsngntire field on a higher level did not exist areldiieraiahave any

benefit from these activities, which it justifiably should have. This piece of legislation also supports establist
of new economic entities in the market and boostemyekton

This Proposal Law for the first time definastlee of entering maritime agents and brokers into the appropriate
registers, proofs to be submitted with their request for registration, minimum technical requirements for pre
that the wk of maritime agency will be done in. It is particuizhy thad the licences for maritime agents

and for maritime brokers have been introduced. They are issued after the candidate successfully passe
professional examination before a comesssmished by the Minisitry.

In Montenegro services of agents and brokers are provided by companies that have such activities registered
their activities. For now their interests are represented through two associations that curreeitt; have 25 mem

The largest number ofitimaa agents and maritime brokers are members of these associations. However, it i
rather certain that other maritime agents who are not members of these associations are active in Monteneg
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B.5.1.12 Ship Chandlers

Supplying ships is done by comptr@eprovide a wide range of services to ships and their crews. Such services
include supply of food, oil, water, spare parts for engines or other ship parts, motor oil or crude oil and ever
that a ship might need.

Advantage of cooperation wiphchlaindlers is manifested in the fact that ship can get all the required supplies
directly from one entity and rationalise the time and efforts for getting each service and product individually.

Supplying ships is amongdineservices that, accordiniget Law on Ports, can be subject to concession for
the period of ten years.

This activity is closely linked to customs regulations. According to Article 2 of the Rulebook on special meast
customs supervision andooustprocedure for the goodsathatised for supplying means of transport in
international traffic, vessels can be supplied by technical goods only at piers and in ports from which they :
leave the customs area.

On the basis of Article 4 of thibd®ileforeign goods for sugdiyireign ships, yachts and boats for sport and
recreation can be sent through a legal entity registered for supplying vessels from the customs storage locat
the pier, i.e. in the port open for international trartspdrasis of an invoice asmhttih note. Customs

authority at the pier, i.e. in the port, certifies all copies of invoices and dispatch notes. Customs storage, lega
and customs authority keep one copy each, while other copies travetisviahdheregdelivered to the
conmander of the vessel, i.e. authorized crew member, who certifies one copy of invoice and one copy of dis
note by a ship seal or his signature in the presence of customs officer, confirming thus the receipt of the g
Legal entity is obliged to gubrthe customs authority a declaratiexjoonteof foreign goods at latestby 10

of the month for the goods sold in the previous month. Customs dedapatibis feulvenitted together with

the specificatiohthe sold goods compiled on the basis of certified invoices, i.e. dispatch notes, and a xerox c
of certified invaicef the legal entity. The goods that are not sold within international lines are returned, with t
declaration for being placea ictistoms storage. It is done within 24 hours or such goods are kept on the ship,
if the ship is under customs supemisigll continue navigating on the international line.

There is no company in Montenegro that deals only with the seniitgstipsupplgse services are mostly
provided by companies that provide other services too (port agents, insigsfoevcardipgragents etc.).

Establishing of the Montenegrin maritime cluster and implementing other activities defigied in this stra
document, which can include awarding of concessions for performing this activity, are aimed at improving thi
by ensuring that the companies that are now active in this field align their operations with the Customs Law.
end, this will cabute to competitiveness of Montenegrin ports (including the ports of nautical tourism) becau
ship supplies will bargfed for, delivered and calcllated with zero VAT as envisaged in customs and tax legislatic

B.5.1.13 UPSTREAM InduEkploratn and Production of Hydrocarbons

Key Montenegrin laws of importance for exploration and production of hy@rocarbons are

- Law on Exploration and Production of Hydrocarbons (Official Gazette of Montenegro 41/2010, 40/11, 62
which is in full compkeanith EU Directive (94/22/EK). Adoption of this Law ensured that the future productio
of hydrocarbons can be implechana transparent way and in line with the best international practices;

- Law on Hydrocarbons Tax (Official Gazette of Montenemmd 32/18) adopted in Montenegrin
Parliament on 16 July 2014. This Law introduced new tax and created policf foofiexedim
production of oil and gas and profit from construction and use of installations and equipment for produc
delivernand transport of oil and gas. The key features of this Law include level of tax rate of 54% and the
that revenue®ming from this tax are shared between the budget of the state and the future oil fund in tl
proportion 15:85.

Law on Exploration Bndduction of Hydrocarbons created conditions for large investment and preconditions fi
development and competitivéitaans in research and prodcution of hydrocarbons. A particular focus was put or
optimisation in exploiting hydrocarbon resoyreetingas it the principles of national interests of Montenegro

in the field of natural resoursces and ensuringdtwat ihave security and stability in implementing their
activities. In the process of drafting these pieces of legislatiomkhatteacctunt a long global practice

38 Programme of Exploration and Production of Hydrocarbanisp S@anweemha.gosy.m
Strategy for Development of Maritime E20262980 Page| 74


http://www.mha.gov.me/biblioteka/Razno

PART B: Analysis of State of Afféasie EconodydOverview of the Existing Maritime Sector and Economic Setting

accepted in numerous countries that are successful in hydrocarbons yweltlastiete\at EU Directive
in this field (EU Directive 94/22/EC).

On the basis of the Law on Exploration and Production lodi$ydreetof secondary legislation pieces was
adopted. They, inter alia, regulate the following: relinquishkseamdflloess of third parties to upstream
facilities, the manner of calculating and paying fees for the surface and foil@odgamdetbenation

of blocks for awardig contracts for concessions for production of hydrocarbons fiishdoateoeditions

for drilling and construction of facilities for exploration and production of hydrocarbons, development and proc
of hydrocarbons, etc.

Ministry of Economy worked intensively in the past on development of Law on Saf€ffskieasures in
Exploration ad Production of Hydrocarbons, transposing into national legislation solutions from EU Dire
2013/30/EU on ggfef offshore oil and gas operations.

On the basis of Article 60 of the Law on Exploration and Productiommes$, Higdrbtiaikiry of Sustainable
Development and Tourism adopted a Rulebook on requirements for protection of environmeonsiuring hydroce
operations (Official Gazette of Montenegro 60/12). This Rulebook defines measures to be undertaken durir
actvites of exploration and production of hydroarbons to ensure protection of the environment.

After the tender procedure was conduStpteimber 2016 the Government of Montenegro signed a contract
on awarding a concession for offshore productionaobdmysiio Montenegro with the companies ENI and
Novatek, that were awarded blockd 4185, 4118 and 41180. After several i in March 2017, the
Government of Montenegro awarded the second concession contract for offshore pazahotisnirof hydro
Montenegro for the bletkE830 andi21926 to the company Energean Oil & Gas. At the end of 2018, and
beginning of 201%tbaoncessionaires conducted the project of acquisition of 3D seismic data in the block
awarded in their Contractsdiocessions for production of hydrocarbons. After the collected 3D seismic data
were processed, they started the process of thetfatioierft is expected that the first exploration drills within

the concessions for offshore production of hydradthrboa companies ENI and Novatek will be completed in
the second half of 2020, which is in line with the mandatory progral@imeadimthidk awarded concession
contracts. The goal is to prove that hydrocarbons exist in the identified prospects.

Gassification of Montenegro (Midstream)

In the context of development of gas industry, taking into acount the set stratediingbelsEdefigy
Development Strategy, gas infrastructure is to be built. This primarily refers to gassification of the country ar
project of lonidariat Pipeline. Project desing for this pipeline that will go through Montenegrofis in the stage
development and should be finalized within reasonable time. The plan for this pipeline is that it should conne
Albanian city of Fir with Split in Cevesliging source of natural gas supply for Albania, Montenegro, South of
Bosnia and Herzegawand Croatia. IAP is a branch, i.e. it relies on-théritamPipeline (TAP), which is a
continuation of the TrAnatolian Pipeline (TANAP). The maraissport gas from Caspian Sea (Azarbaijan)
through Turkey, Grece and Albania to lteAn@italian Pipeline started operating in 2019. After the project
design was developed and appropriate procedures conducted, the process of lookinthifowvé&mding f
important infrastructural project will start.

Port Facilities, Anciliary flesikind Other Services in the Context of Industry of Exploration and Production of
Hydrocarbons

It goes without saying that industry of oil and gas in Montenegro can be a significant driver for developme
maritime economy. This primarily refestriaction of the anciliary port infrastructure and other land installations
for processing andrstg hydrocarbons. During the stage of exploration, concessionaires that got the exclusi
rights to do offshore upstream activities in Montenegroareeepdstaing of equipment and material etc.)

and all other services from the broader rédmgenafitime sector (maritime agents and brokers, customs
representation, supporting vessels for offshore exploration of hydrocarbons, suppéXphpfatitiesitb
production of hydrocarbons, ensuring qualified crew and labour, etc.).

In thatcontext, this strategic document defines activities that are to be undertaken so that the local marit
economy entities, joined in the maritime clusteograre the potentials of oil and gas industry. This primarily
refers to acquisition of newwladge and skills through specialization, procurement of special equipment and
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ships to support hydrocarbons industry and interaction with concesspneders the side of demand for
the services of this type.

Besides, this strategic documeisbges activities related to strengthening ofadanitiis&rative capacities,
encouraging development of new technologies and continuous momitosiammenddfrknowledge, rules

and regulations aimed at prevention of marine environmdayt glibytion and port activities, operations of
exploration and exploitation of hydrocarbons, laying of underwater pipelines, cables and other installations.

B.5.1.14 Dredging

Excavating and deepening of the sea bed is the activity done to resmyesedimeeass from waterways

and if needed for construction of new structures on the water, ports, marinas and shipyards. However, altt
this activity helpetter functioning and development of maritime transport, it has its disadvantages too. Dredg
is a great danger for marine environment and it has to be done carefuly with adequate equipment and drec
Almost all types of dredgers cause turbiidgyercavations. However, the activities that include dredging are
sometimes necessary, jesitlikas the case in the following sites:

1 In Kotor, using the system of dredging of the sea bed by water and air underwater pumps the terrai
the surfacd about 200?mas dredged, On that occasion the rocks were removed to create conditions
for thdargest world cruisers to enter the K&tpr port

1 In Kumbor, for the needs of development of «Portonovi» project, Agency for Environment Protec
issued itsonsent for the Environment Impact Asessment Study for the works on dredging and dispos
of theexcavated material in the zone of the nautical toruism port (marina) in Kumbor;

1 In Ada Bojana delta, there were some works on removing the surplussreddgniitiae bottom
of the Bojana river delta. The works were done in line with themRirdgairig the free flow of the
right branch of river Bojana in the zone of its delta. This project had been prepared by the Wa
Management Administration;

1 Inthe area Bijelila in Tivat the works were done on removing the sludge and othdresgstg, and on
of the sea bed. The initial works were done by the Municipality of Tivat, through the local comp:s
«Komunalno» d.o.0., while the Public CompaalyZGoadtlanagement of Montenegro, using the
funds for 2018 allocated the amount of 20,00Gd@0fediner rehabilitation and overall development
of utilitie®

In the context of modernization and construction of port infrastructure envisdggitt idothusnent, it is

very important that Montenegro has specialized companies factdgiieg thiedredging the sea bed. It is
envisaged that such companies, as participants in maritime economy, will be members of the Montenegrin m:
cluste and in such a way be at the source of information related to future projecigoot infrestingiare.

In this way these companies will be in the position to render timely the investment decisions related to modern
of machinery and atitmp of new technologies in the production process.

B.5.1.15 Ports and Terminals (Cargay Basse s |, A GHiistoecal DataPor t s )

Adoption of the Law on Ports marked the beginning of the reform of port activities dividing the ports based o
impotance to the ports of national importance and the ports of local importance. Gareroment decisi
classification of the ports based on their imaagtdribe following classification:

1 Ports of national importance: Commercial port of Baguxiautipairtmarina Bar, Commercial port
of Kotor and Shipyard port of Bijela.

T Ports of | ocal i mpor t an ¢ €vat, For of TvRwtd MoBtandgroa |, Shi
Port of Tivat Kalimanj, Nautid:glurism centerKotor, Port of Risan, Port of Zelenika, Port of Herceg
Novici ty port Gk eof&umberRomogovi). ca Bay, Port

39 http://www.aquanaut.co.me/proi@kein|
40http://www.morskodobro.comfimgéirome/vijesti/1&a8uvacerduielilskacambijentalrzjeinu

41Decision on classification of ports by importance (Official Gazette of Montenegro 020/11 of 15 April 20201 DA1YA21df 30 July
of 22 March 2014, 070/18 of 31 October 2018)
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In addition to this classification based on their importance, the Law on Ports also classifies the ports based ¢
type of maritinransport and based on their purpose. Based on the type of maritime transport they are classif
into: ports open for international and internal transport and ports open only for internatl transport. Govern
Decision on classification of ports ag¢orttiia types of maritime traftspmes the following classification:

1 Ports for internationatithme transport: Bar, Budva, Kotor, Port of Ktomtomiovi, Tivat (Pier | and
Pier Il) and Zelenika;

9 Ports for internal maritime transport: Bar,K®tmyaRort of Ku[nbé’ro rtonovi, Lugtic
(Pier | andivafandeZel&kal | ) , Boni | i

Decision on classification of ports based on thet? glagsifées the ports into following categories:
1 Commercial ports: Commercial porbotdBaommercial port of Kotor.,

1 Nautical tourismpertwar i nas: Port of TiBai-dPerto Montenegrd, pocaf Bay
nautical tourissmarina Bar and Port of Kuatbattonovi and

f  Shipyard ports: Shipyard port Bijela and Shipyandi p&Fiiab.

The key function of the ports is transport through transhipment of cargmbpdssanggostand the link

between maritime and land transport. According to the available data in ta8Jp&riddr2eaégrin ports

recorded the gvth in transhipment and turnover of goods in ports, while in 2018 a slight decline was recordec
transshipment and turnover. As for the transport of passengers, data show a decline in the number of passer
by 2016 when the maritime liABaBiawaslosed after the classification society Bureau Veritas suspended the
classification of Sveti Stdfas a passenger ship because it ceased to meet the technical requirements.

2010 2011 2012 2013 2014 2015 2016 2017 2018

Turnover of 68,856 69,436 53,259 43,097 42,489 39,198 35,925 - -
passengers in

maritime

transport

Turnover of 441,424 | 280,190 | 108,642 @ 51,059 54,640 52,441 41,668 - -
goods in

maritime

transport (t)

Turnover of 1,758,692 1,749,982 1,227,877 1,295,366 1,241,431 1,488,399 1,645,797 2,096,122 1,963,204
goods in ports

®

Transhipped | 1,834,804 1,487,738 1,229,763 1,7@,247 1,787,101 1,650,776 1,617,518 2,324,336 1,989,023
tons in ports

Manipulated | 3,718,000 3,368,937 2,702,515 2,713,047 2,760,042 3,369,942 3,696,210 3,673,312 3,293,338
tons in ports

Source MONSTAT
Table 2: Turnover of passengers and goods in maritime transport

Port of Bar covers the entire territory of 130 ha of infrastrucrually developed port area. In the port area of th
of Bar there are two terminal opefatbis BainD andPort of AdifidD Bar.

i Luka B a rniinalfobDcerkats of tha capaeity of 30,000 tons and closed conveyor belt of 250 m that go
in parallel with the railway and which is intended for loading/unloading of cereals into/from the silos; terminal
bulk cargo witretbperational shorés6#4 m and the depth of the relevant aquatorium of 14 m, equipped for
transhipment and storage of various types of dry bulk cargo; terminal for liquid cargo; terminal for general
roar cargo and containers with open and tdeges sand freezgrassenger terminal with five berths for
passenger ships and ferryboats;

42Decision on classification of ports by type of maritime tracisp@atete of Montenegro 070/17 of 27 October 2017, 050/18 of 20
July 2018, 046/19 of 07 August 2019)

43Decision on classification of ports by purpose (Official Gazette of Ndhtevfezjfdd@Tober 2017, 050/18 of 20 July 2018,

046/19 of 7 Augastl9)
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9 APort of Adria" AD is |l ocated next to the ALu
shore and depth of 12 m, as well as@fat&tentainer lift (48t)d open storage area of the capacity
of 2500 TEU and 180 refrigerated containers. It also has two quays for general cargo equipped with
lifts and closed storage area of 7.6 ha and open storage are of 5.86 ha

Image 13: Port of Bar

Structures of hydrotechnical infrastructure (operational shore, quays, breakwaters and other basic infrastru
are functional, but some parts of infrastructure require priority interventions (transparsiglegtacal, wate
sewage irdstructure).

The level of utilization of the capacities of the Port of Bar is significantly below possible, due to numerous f:
like: insufficient number of regular ship lines; negligible level of transit; limitatthesqredditedoto
infragtuctural connections of the port with the gravitating area etc.

There is a plan to extend the shore in the passenger terminal in the port of Bar and, if that plan is implemente
existing limitations connected to the small wapeh mext to théséing operational berths would be overcome
(maximum depth of water next to the berth 54 is currently 5.9 m).

Image 14: Graphic presentation of the project of extension of the operational shore in the passenger terminal of
the Port of Bar (Quay V)
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Implementation of the above mentioned project would ensure acceptance of medium and large passenge
combined passenger and cargo) ships and cruisers.

Presentation of the planned extension of the opeaabsiooré*

Image 15: Graphic presentation of the project of extension of the operational shore in the passenger terminal of
the Port of Bar (Quay V)

= b L s R e e g .,;f‘%‘ﬁ;.f" P v D% T ,;";" A e A B o TR o
Imagé 16: Graphic presentation of the projeci of extension df(the operational shore in the Vﬁdéseﬁge.r 'termi‘nal of
the Port of Bar (Quay V)

The extension of the operational shore by 166 m is planned also in the terminal for dry bulk cargo in the P
Bar. Graphic desing of this projearishgiow.

“Source for I mages 15, 16, 17, 18 and 19: AD fiLuka Bar o
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I in the operational
s shore hinterland
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Image 17: Graphic presentation of the project of extension of the operational shore in the terminal for dry bulk
cargo

Permanent rehabilitation of the Northern slope of the hill Volujica is also plaofi&hm The goal is to
protet infrastructural and suprastructural facilities located at the bottom of the hill and to obtain a new zone c
surface of 7.8 ha for transshipment and storage of dry bulk cargo.

Image 18: Graphic presentation of the project of permanent rehabilitation of the Northern slope of the hill Volujica

I Port of Bar
Port of Kotor is divided into two key parts: port and marina. Operational zone of the aquatorium of the port of
of the total suréof cca 52,000 m2. Operatshraie intended for berthing of ships and mega yachts consists
of berths | and Il. Bert Il on the Northern side of the operational shore (of the length of 76 m) is used for be
smaller vessélships of the maximunitdrie4.00 m and megahtsni the period of free traffic and ferries on
the aft mooring. Operational shore offers high quality conditions for acceptance of ships of around 250 m, dep

on the draft of the ship. For the ships that are not |@@fenthiduere is a projectsvélling an appropriate
pylon at the distance of 80 m from the end of Lu

Importance of implementing the project of the pylon and buoys for berthing is cletagmdd thahe
characterize ionpant infrastructural and suprastructural projects that ensure secure and safe berthing for ship

T Important improvemergadétyandsecurityfor large ships on berths particularly in difficult weather
conditions,

i Creatingonditions of no limit bagtfor ships in the port of Kotor in terms of the length and draught of
the ships,

T Reducing emmissions of damaging particles from the following ij&5s8&CO

T Increasing the capacity of the port withstuticting operational shore,

T Ensuring exision of the season in winter months, by securing safe berths for cruisers,
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T Increasing availability of operational shore in the zone outside of the border crossing towards the me
part for the needs of meghtg and providing logistic servicesafolagribtics

i Economic and financial improvement of operations.

Image 19: Presentation of the solution for the berth of cruiser on the mooring buoys i Port of Kotor

SourceBusiness plan AD AL

Keeping the pace vhthtrends in the cruise industry, i.e. the need for the berths for vessels of up to 350 m, ar
ensuring a higher level of berth safety, Montenegro plans to establish a system for berthiag of cruise shij
mooring buoys. The system consists of mogring boof t he di ameter of 6 m, di
420m, and them being connected by chain elements for the anchoring system in the shape of anchoring blot

Importance of implementation ofdjeetf mooring buoys lies in the elements dcttrdmsignificant
suprastructural projects ensuring secure and safe mooring of ships:

T Important improvemestafdgtyandsecuritgf ships on berth, particularly in difficult weather conditions,
I Creding conditions for no limit mooring of shiPeomafi&otor in terms of lenth and draught of ships,
I Reducing emissions of harmful particles from CO2, NOX, SOX ,

I Ensuring extension of the season to winter months, ensuring safe berth for cruise ships,

i

Eliminating the phenomenon of «dragging andtlorwowltl increase the level of environment
protection.

For a |l arge number of years the operator in the
the Municipality of Kdtekey activity is transport of passengers fromgsulersmfrastructure is functional
and it is regularly used for accepting and supplying vessels.

For the port of Kotor there are plans for adaptation, reconstruction, constructiorofatine gauitpfoing
performing activiites of a commerciapg@ortor international transport with an emphasis on the tourism and
passengers. The plan is also to increase capacity for accepting ships on the berth in the port of Kotor and se
cruise shgpon anchorages, by installing temporary buoys fshipsrring

System upgrading of the marina implies improvement of anchoring, mooring, electrical and water supply sy
as well as access bridges that have incorporated system of contrbiotygmeessipgrading of the marine
infrastructure willsare improvement of the system for collection, development of the cadastre of berths, ar
booking of berths. The user of services of the markhapakkad Kot or i AD teiallthe be i n
liabilities in an accessible collectiothpoimill work of 24 hours a day

All pontoon elements are modular. In practice this means that, depending on the future plans and the projec
occupancy of berths, it will be possibletbtlegteapacities.

It is worth noting here that in themegation of stage | three out of the planned four wave breaker elements of
the dimensions 20 x 3,3 x 1,4 m were procured and put to use. Through the assembly of the fourt wave br
element theapaclity of the newly constructed quays would bd toareash the level planned in the project
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since the internal quays are «protected» by the wave breaker quay and their dimensions may not be longe
the «line of protection» that is forrimexdijng the wave breakers.

Framework value of theabowent i oned i nvestment project is 500, (
R Rio. ST |

.......

Image 20: Presentation of the project of modernization of the berths in the marina part of the port

SourceBusiness plan AD AL

The possibility and the need to valaizappropriate way the neglected or insufficiently used port infrastructure
was recognized during the process of development of this strategic document. In that seaseathe ports of Ri
Zelenika should be mentioned as potentials that are for liuskegment of the overall maritime economy.

The Port of Risan has 75 m of operational shore, with the depth of about 5m and the mooring facility of 75.5
used to be in thenttion of local maritime transport. The surface of its opeh SipEaioi,330and it

has 4 bollards for mooring. There is a capacity for mooring of nautical vessels of up to 17 m in length, i.e. al
vessels of the average size in parétielshore.

Public Company for Coastal Zone Management puliiishedlefpudevelopment of a feasibility study on the
construction condition of the Port of Risan and the required investment for infrastructural equipping
maintenance of the parthe sake of developing ecofinaricial analysis and the coiocessactment.

Feasibility study should include bill of quantities and financial estimate for works: on maintenance of the stri
and possible rehabilitation for the periéBofy2@rs, equipping the marina with pontoons for berthing nautical
vesegls (yachts). The document should also contain a necessary infrastructural equipment for the mar
installation of the pontoon wave breakeriijtpaad/or built as a solid strwftlE® & device for discharge

and tank sanitary and bilge watery&chts, development of the system for receiving and discharging waste
water into the sewage system and recapitulation of bill of quanitites and financial estimate for works.

Detaileddcation Study Sectoii Rsan for the coastal zone, plans PadrofRia city port and a nautical

tourism port. The plan for concessions for ports of local importance adopted by the Government of Montene
2016 envisaged concession for théRisdm The Government decision on classification of portseirased on t
importance, classifies the Port of Risan as a port of local importance.

The plan is to use the model of concession to ensure infrastructural equipping, modernizatibn, maintenanc
investment) and use of thé poovision of port services. Tecity of the marina will be maximum 150 berths,
while a part of the port is defined as a communal mooring with 30 communal berths.
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Image 21: Port of Risan
Source Public Company for Coastal Zone Management

Port of Zeleailhas the function of a commercial port open for international maritime transport and accordingl
has the function of a border crossirgfoteégn nautical vessels (pleasure crafts) do the required procedures
when entering territorial waters onklgnte

Great depths at the entrance into the port and in the port aguatorium and lack of obstacles for navigation e
smooth and safe natfgyainto the port. Depths at quays are considerable: at NW quay the minimum depth ne
to the shore is 6.6 metadhile at SW quay the minimum depth next to the shore is 7.7 meters. It is important t
know that berths in the port are exposed to SrandsSAvd waves that these winds create.

Border crosing uses NW quay which is 134 m long and whichdegamasemhfipm the rest of the port by a
fence. At the quay of the border crossing there are eight bollards for mooring of veitgelsnhecteestri
two connections for loading fuel and water hydrants.

The port uses SW quay which is 130 iirhasgine bollards for mooring of the ships, two electricity connections
and water hydrants.
Port of Zelenika still does not meet ahtterds envisaged in the law and secondary legislation as required for

passenger transport, but there is gaataighificant room for adequate valorization of this port and its opening
for accepting ships as an alternative to Kotor.

Image 22: Port of Zelenika
Source Public Company for Coastal Zone Management
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The project of ralitation of the port Virpazar is certainly exceptionally important in this context, particularly t
potentials that willMadorized through the waterway Vigdaam here are plans also for the construction of a

joint border crossing for lake aadtransport at this location. This will create appropriate precoditions for
development of mmitidal transport in inlantersaas well as for further international navigation towards
mooring facilities and ports of the Republic of Albania.

The Port &firpazar, which is connected by railway and road infrastructure that connects the central and Nortt
region of Montenegith whe South of the country will be the key connection point between internal waterways

the country and international wasettvedyvill connect this port with the Joint border crossing Ckla and the port

of Skadar in the Republic of Albania.

Image 23: Port of Virpazar

Funds for rehabilitation and revitalization of the port of Virpazartiaeughsinegroject ALMOMNTC
in the amount of 2.44 million euro, out of which 85%findlhbeccthrough IPA fleptpwhile 15% of funds
will be in the form of a contribution from the state budget.

On the basis of the existing Master fojeetport of Virpazar, the Ministry of Transport and Maritime Affairs
submitted a request and was issued the zonirtgharad tequirements for the first stage of rehabilitation and
revitalization of the port of Virpazar.

B.5.1.16 Nautical TourisnisPYacht§ Servicing Yachts

According to the Law on Ports (Article 4), a nautical tounsarineris a porintended for berthing,
acceptance, storing, protection, maintenance, repair, equipping and anchoring of yachts, boats and other ve
According to the Law, the Government Decision on classification of ports based on their purpose envisages ¢
categoy the ports of nautical tourisrarinas.

Rulebook on the types of nautical tourism structures, minimum technical req@@reostegoaratitn
classifies the acceptance nautical tourism structures into the following: marinas, pppie e arfeemtogr
facilitiessgall mole closed harbours) and anchorages

Marina is a nautical tourism structure next to nattifialpllgmaotected water surfaces (seas, lakes and rivers)
specialized for providing services of berthing, supfiing, maintening and servicing of vessels, providing
hospitality services, services of chartering vessels, as well as otféinsemiibebe requests and specific
needs of nautical tourists.

45Rulebook on types of nautical tourism structures, minimum technical requirements and their categorizafitme(Official Gazette
Republic of Montenegro 009/03 of 18 February 2003)
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Marinas, as nautical tourism structures areegpédcigiism ports whose aquatorium is naturally or artificially

protected. They are qualified for acceptance of vessels, bragytogeseywpdind tourists, maintenance and
equipping of nautical toruism vessels with a direct pedestrian accesselooadstrth and possibility of

using it at any moment.

The government Decision on classification of ports based onthdasgifipesee following ports as nautical
tourism porisma r i nas: Port of B uwdert@ Mdehegrg, Nautical ToBresm-Port Po r t

Marina Bar and Port of KumBortonovi.

As for the minimum technical requirements, every ntamegtide trequirements defined in the Rulebook on
the types of nautical tourism structures, minimum techniealtseapirémir categorization.

Marinas are subject to categorization, depending on the level of nautical infrastructurettieetypaye and on
scope and quality of services they provide. The network of marinas comprises:

1 Large service marinas: Madgnarii Port of TiHrairto Montenegro and Port of Kumbdpnovi
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Image 24: Marina Bar

46 Decisip on classification of ports by purpose (Official Gazette of Montenegro 070/17 of 27 October 2017, 050/18 of 20 July 2018,

046/19 of 7 August 2019)
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Image 25: Port of at T Porto Montenegro

T Standard marinas: Port of Budva and Lug
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Image 27:Lugti ca Bay

In addition to these marinas, thete’hs in the ports of Kotor, Zelenika and Herceg Novi that have parts
intended and built for that purpadgen ¥ie Portonovi resort in Kumbor marina Portonovi (Porfi of Kumbor
Portonovi) started operating in August 2019. Port 6fR¢utabovi k2238 berths for vessels from 7 to 70m,

and during the summer season even for the largest vessels of 120 m.

Image 28: Port of Kumbor i Portonovi

This modern marina, hidden at the entrance teKlo¢oBblky offers talisnts also a recently opened border
crossing and gas station. Opening of the Portonovi Resort vetit@4 4oesgiel] on 26 ha is expected during
2020.

In addition to the marina in Kotor, in 2019 the construction works were finishedstru¢hs g dot itifea
nautical tourism in port Lazure within the development Lazure Marina & Hotehiatihaljirees T56 berths
and offers other amenities (hotel, restaurants, spa and fitness centres).
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The Table below presents the condition of port infrastructure and suprastructure in Montenegrin marinas.

Image 29: Marina Lazure

Elements Marina Bar Dukley Marina  Marina Kotor Port of TivabPorto L u Gt i Port of Lazure
Montenegro Bay Kumbor 6
Portonovi
Infrastructue
Surface 148,000 62,000 i 4,000 rh 193,327 i
Operational | 3,703 m 4,000 m Shore near th -
shore markei 141.4 m,
near the theathi
i86.8 m
i 123.5 m, fror
the pontoon t
MPGH 120 m
Sea depth 1-9m 25m 312,8m -156m 45m
Projected 900 berths in th 600 berths 150 berths 850 berths
capacity sea and 250 o
the land
Number of 674 berth§ 550 ' 300 commercii 65 berths 450 berths (127 f 176 berths| 238 berth | 156 berths
betths in the sea and berths supetyachts)
100 dry berths
Length of the Upto35m Upto70m Upto25m 12-250 m from 8 7 to 70 m Upto30m
vessels during the
t035m season eve
up to 120m
Marina -quays: 8 - sections: 17 -waterfront :5 -quays 5, -quays -quays -quays
facilities
(structures) -breakwaters | -34 water infrastructural | -breakwaters, Breakwate
(main and connections corridors fo .
secondary) water anc -dock for taking fue|
-68 telephone electricity, T f ii
-shore walls | telegraph and - [ransiormation
; nal electric - floating barrie Station
-fernferminal - connections (110 m), ~floating pontoons,
-31 bollards, | _yorking pontoon
- breakwaters,
-lay up berths,
- pontoons o
dimensions (5),
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Elements Marina Bar Dukley Marina  Marina Kotor Port of TivaBPorto L u Gt i Port of Lazure
Montenegro Bay Kumbor &
Portonovi

Absorbers  fo
cleaning the see

Suprastructure
-business - customs, -business - customs, -Local -customs | -Petrol
premises ) building, facilities for station,
(reception), -reception, building of the -customs storage, repair and s—tcc;jrztogqs lavatories
- customs - administration port terr?ﬂnal' -marine office, sewicing ge, !
' office ' i _sinale -marine -parking,
- heating plant ) - customs, - petrol station, h g nd office,
buildin - petrol station, ) phase al -
¢ ) -pilot and -shipyard, three - petrol restaurants
-petrol station, | “Parking, specialized -changing room, phalfe station, b
. boats a sockets ar
-service hangar ~nautical ’ lavatories, -lavatories,
%’ equpment store, -yachting club Ki -Waste - hotel
5] -parking area fo _ s : -parking, water -parking,
£ : -electrical oNautic - - spa and
] 300vehicles, ; X -lift disposal SP
| installations, -lavatories J -Beach bar fitness
-electrical . _firefighter vessel. | - Yachting centre
installations, -lift SWL 5t), -internet caffee g ' cluband =~ Wellness beach
devics f - water taxi, bar -facliti(_as for supply| facilities for spa -beac
-device for of equipmentand  the crew | _ opegonly
waste reception _ |ayatories, local . hotel
. i i - parking
-repair area, _restaurant, repairs/maintenanc
i - Regent hotel,
- 30t lift, - Dukley Hotel & 9
~mobile 150t lit, Resort, - Yachting club,
-lavatories - Dukley Beach - sports club,
' Lounge,
- post office, - club for the crew,
- Dukley Beach
-renta-car, Club, - restaurants,
-Marina -Dukleyzardens -pools,
restaurant, -ni
(apartments) nightlubs,
-beach bar, - pharmacy, grocery
store

- traffic roads
- International schot

Table br. 3: Condition of infrastructure and suprastructure in Montenegrin marinas

In addition to the above, during thesswmason a large number of foreign vessels arrive to the nautical tourism
ports in Montenegro and that number is growing. Only in the last ten years the number of arrivals of foreign v
increased by 67.8%erEhs a trend of an increasing nuhavgval of larger vessels.

Type of vessel 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Motor yachts 1185 1317 1459 1430 1993 1922 2381 2142 1878 1552
Sailing yachts 1107 1127 1090 1053 1079 1312 1198 1639 1994 1761
Other 515 434 415 504 714 4 439 603 726 1397
Total 2807 2878 2964 2987 3786 3961 4018 4384 4598 4710

Table 4: Arrivals of foreign vessels to nautical tourism ports by type of vessel

Source MONSTAT

| strategy for Development of Maritime E26B6200 Page 89



PART B: Analysis of State of Afféasie EconodydOverview of the Existing Maritime Sector and Economic Setting

Law orTourisifigoverns provision of services fitalaourism. Tourism services include: leasing of vessels
with or without crew, with or without accommodation service; services of supply (water, fuel, groceries, spare
equipment); services of managgsgls; providing various informatigmoitransourists in public transport in
vessels registered for passenger transport and other services needed for nautical tourism. Tourism servic
nautical toruism can be provided by a company, ahigylegaihtrepreneur entered into thé Canism

Register.

B.5.1.17 Maritime and Nautical TeBewvices of Recreation

Coastal tourism includes beach tourism and recreation (swimming, surfing, etc.) and other recreation activi
the coast area, while nautical tourism includiéesctivthe water (e.g. navigation, sailing, cruising, nautical
sports) and includes operations of land facilities (charter, manufaturing of equipment and services).

According to statistics, 8%trighls and 95% of total overnights in Montenegnaladctinecoastal area. The

key indicators of coastal tourism expressed through the number of arrivals and number of overnights have
recording a continuous growth. However, the coastakfacssamatienges that impact further development.
They iolude seasonality which can be seen in the values of seasonality index. Most of the potential econc
benefits are concetrated in summer months. Demand for coastal and maritime toudseasedarttean in
number of tourists, but also shorter stays.

In addition to this, there are numerous other products like business tourism, nautics (Bar and Tivat), health tc
(Herceg Novi), crustips (kotor), cultural tourism (Kotor, Budva, Barg, dfuthem have important shares

in the overall struetuvass tourism as a business model limits the potential for generating added value and,
addition to this, it creates great burden on the environment, like: great demand for watars tlafficgcongest

the seasons, nature preservation, proldehukvimste and water waste management.

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 ‘

Coastal 1,081,805 1,130,832 1,245,340 1,301,396 1,348,394 1,369,775 1,529,073 1,602,602 1,716,451 1,873,764

places-
arrivals

Share in the 90% 90% 91% 90% 90% 90% 89% 88% 86% 85%
total number
of arrials

Coastal 7,244,830 7,643,320 8,493,955 8,858,226 9,128,809 9,258,017 10,687,914 10,827,495 11,347,174 12,269,115

places-
overnights

Share inthe 96% 96% 97% 97% 97% 97% 97% 96% 95% 95%
total number
of

overnights
Average 6.7 6.8 6.8 6.8 6.8 6.8 7.0 6.8 6.6 6.5
number of
overnights
Seasonality 79% 80% 81% 80% 79% 80% 80% 79% 64% 62%
indicator

Table 5: Arrivals and Overnights i Coastal Towns and Settlements

Source MONSTAT

Thenotin finauti cal tourismod includes alll r sldpseat i on

or motor or sailiyacths, if they have bedrooms.

Data about the number of cruises of foreign ships that arrive to the ports in Nwraesegramtethe

number of passengers on those ships show that the numbers are growing and that Montenegro is developin
destination for cruisieips. Except for 2018 where a smaller number of arrivals and a smaller number o
passengers were recdrde the last nine years Montenegro has been recording a significant growth in this
segment.

47Law on Tourism (Official Gazettentiidgro 2/2018, 4/20d@&rigendum, 13/2018 and 25/2019)
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Acceptance of cruitgps is done iwo ports in Montenegro: Port of Kotor and Port of Adria Bar.

The most important port for acceptinglbipssis the Raf Kotor with more than 95% of share in this segment.

Image 30: Port of Kotor )

Since 2Kdt6o riid. uk@ i sshif taudsm srel @njogsra reputation af ene of the most visited
destinations in the Meditaeamrikanks to the status of Kotor as a UNESCO protected site. The attractive positiol
of the port in BeKator Bay offers poditidss to develop creébé tourism.

Since 2016, in addition to its primary activities characterized by cargo, tran&shipnmiemor t of Adr i
an additional activity of acceptingstrijisaising the available infrastructure for pramasitag @estination
for cruisship tourism.

Cruiseship tourism, as a part of the maritime sector, can be economaictfiyr ithpgrort and the region,
although the cruising organizers try to take as large share of passenger spendinglas pesgsble. |
precondition for producing economic benefits on the local level is to create an offer and prtveke the need f
tourists to spend.

From the point of view of sustainable development, we should have in mind that acceptanoebeira too large

of vessels in the Bélaor Bay may have negative effects on environmental parameters, primarily on the mari
biodivesity. Due to these reasons it is necessary to define the acceptance capacity of the bay and set the dyne
of arrival and regiin the ports in this area reducing thus the impact of maritime transport on the environment
defining clear measuresitagating such effects. This is tackled in the activities defined in this strategic documen

As for possible alternative sauiohe Bok&otor Bay for accepting and dispatching -shguajgbey were

already discussed by the Ministry of Trranspbtaritime Affairs. In that respect the Ministry discussed the
project that recognizes the need to construct the patirdrastside of the Port of Kotor to improve safety of
maritime navigation in this environmentaly sensitive aredjdfriodhmglocal roads in the Municiality of Kotor

and improvirggcurityprotection of ships and port facilities in linemwationally accepted obligations and
national legislation. Every project of the kind would have to be implementednwithpachion the
environment, and absolutelly fitting of the physical appearance of the port infrastructure antbsuprastrucrtur
the natural landscape of the-iBolaw Bay.

It is important to emphasize that the Draft of the Spatial Planrfo28b@ogifres the predisposition of a
fhome portodo to Lipci, whi ch i s c¢ ¢dahRlaa,nhe Ront of Kdtoor b e
will remain the primary port, but only smaller cruisers will be allowed to entem ToreSheaiel Plepose

Coastal Zone recognizes the site of Lipci as a home port for cruisers

Fragmentation and the lack of ctopdratween the sectors of eshipetourism and coastal tourism are
visible in many cases. This leads to limited eefd@cicCruiship tourism sector is mostly interested in
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limited and controlled visits, most frequently in port citieadertledstal region does not necessarily benefit
from cruisghip industry.

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Travels 268 313 319 348 409 350 411 480 430 424

Passengers 70,749 142,259 187,171 244,084 314,961 306,397 441,513 532,337 540,445 506,198
Tabl 6: Cruises of foreign ships

Source MONSTAT

Development of nauticaktowstfer is visible in the modernization of the existing and construction of new marinas
Potential folevelopment of nautical tourism is reflected in the continuous growth of the number of foreign ves
arriving to nautical tourism ports in Montendggdast ten years the number of arrivals of foreign vessels
increased by 67.8%. As for the strattessels, there is a trend of larger vessels arriving to Montenegro. Data
about the arrivals of ships show that the largest number of thei®@/a(@0raen), Croatia (11.3%), United
Kingdom (10.2), France (7.1%) and Italy (5.8%).

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Upto6m 327 | 304 305 | 339 | 404 449 277 425 502 540
608 m 194 1195 184 | 191 | 249 274 198 220 252 362
8010 m 300 | 289 | 278 | 245 | 319 299 220 276 275 408
10612 m 517 | 549 | 563 | 518 | 693 552 455 504 614 770
12615 m 694 686 680 @719 | 734 751 647 981 984 1.170
15620 m 281 268 | 348 324 | 464 561 850 929 848 655
Over 20 m 494 | 587 606 | 651 | 923 1075 1371 | 1049 | 1123 @ 805
Total 2,807 2,878 2,964 2,987 3,786 | 3,961 | 4,018 | 4,384 § 4,598 | 4,710

Table 7: Arrivals of foreign vessels to nautical tourism ports

Source MONSTAT

Given the importance and potenitials for development of nautical tourism, MiiktefSostaerd and

Tourism recognized the need to deyelogramme for sustainable development of nautical tourism to define
network of nautical tourism ports and propose treatment of certain amenities in such ports and designate zor
cruisers armiegayachts in the area of Boka Bay. Such a prograndrirekhzuthe following:

91 Definition of network of nautical tourism ports and their classification as structures of national interes

91 Definition of the optimum network of anchorages-fhpsraisg megachts in line with the
capacitieourism capacities, spatial capacities, etc.) of certain area;

91 Designation of areas (position, type, largest capacity and size) and development of guidelines for defi
separate construction areas: naaotiam ports and anchorages forstriisbegayachts;

91 Definition of special standards for environment protection in nautical tourism ports, depending on the
of protection of certain aquatorium and other issues of importance for dexgiopiniewmt srhn

B.5.1.18 Blue Biotech Corepani

Marine (blue) biotechnology is of key importance for using the potentials ofréseuneeselbiese are

the potentials that have been mostly unused in Montenegro. Blue biotechnologyeasedsotatesh af p

various marine species ofigearine species for development of new medicines, genetic studies of plants so tha
they can become resilient to extreme conditions in the environment. Unique definition for marine biotechnolc
line withhe regulations of the Organization fomic@ooperation and Development (OECD) reads as follows:
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firhe application of science and technology to living organisms, as well as parts, products and models there
alter living or ntiving materials foe production of knowledge, goods ancesérvi 0

However, during these processes it is important to care for protection of the environment-dgrapalying marine
antifouling strategies, marine habitat restoration, bioremediation of marimel esespéteigbaolution
biosensing techaes to monitor the sea*hed.

Blue biotechnology is not developed in Montenegro. In order to improve blue technologies in the region m
regional research and development should be worked on, as wkltras foe ipladvations in the field like
green marine mobility, deep sea resoursaesetyi@nd biechnolody.

B.5.1.19 Fisheries and Mariculture

Marine fisheries sector is generally insufficiently developed and coastal. In most of thaaastes fisherie
depend on weather conditibiiie sea, primarily due to the fact that the fleet is unsafe and outdated. Key activitie
in Montenegrin fisheries are fishing with nets, bottom trawl fishing and small coastal fishing. In 2017 in m
fisherie the annual catch was 932 t of fisHighlb59 t, white fish 185 t, other fish 20 t, molluscs 33 t and
crustaceans 35 t). Catch of marine fish, particularly the blue fish is below possible, without causing consequ
of harvesting.

Fishing fleet cpnises 161 vessel. More than two fhird&risting Montenegrin fleet uses tools of small coastal
fishing (shore or ship seines, passive tools, hooks and lines) and vessels smaller than 12 m of LOA. Largest |
of the fleet (84.5%) are vesseltesii@n 12 meters, while only 3.1R9%t af larger than 24 meters. Key
characteristic of the fleet is that it is old and not modernized and that the most active are vessels in small comr
fishing. Potentially important economic segment® lgangufihishing and bottom trang fiski mostly

inactive today because they are not safe or they are outdated.

LENGTH Total Bottom  Purse Other Vessels Vessels Multi-purpose/
(meters) trawls seine seines that fish that fish Polivalent
with set with trawl ofva ?n
nets lines Vessels
Up to Number 136 4 11 17 51 1 52
12 Gross 296.8 | 43.9 30.9 18.2 90.6 6.3 106.9
tonnage
Powerin | 4,243.0 | 607.0 441.3 71.5 1,078.8 298.0 1,746.4
kw
12 -18 Number 14 10 3 1
Gross 199.7 144.3 455 10.0
tonnage
Powerin | 2,588.4 @ 2,067.2 438.2 83.0
kw
18 - 24 | Number 6 5 1
Gross 307.7 232.7 75.0
tonnage
Powerin | 1,904.0  1,322.0 582.0
kw
24 - 30 | Number 3 2 1
Gross 313.8 171.4 142.4
tonnage
Power in 1,147.0 742.0 405.0
kw
Number 2 1 1
480ECD( 2017) , i MARI NE Bl OTECHNOLOGY DEFI NI TI ONS, I NFRASTRUCT

SCIENCE, TECHNOLOGY AND INNOVATION POLICY PAPERS No43.
49https://explebiotech.com/blbi®technologntroductieandapplications/

50European Commission, For a prosperous and integrated Adriatic and lonian region, 2014
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30 - 36 | Gross 333.0 203.0 130.0
tonnage
Power in 1,680.0 885.0 795.0
kw

Total Number 161 22 17 17 52 1 52

Gross 1,451.1 751 393 18 101 6 107
tonnage
Power 11,562.4 5,016 2,220 71 1,162 298 1,746
in kKW

Table 8: Number of fishing vessels by type and power, 2017

Source MONSTAT

Develop of fisheries requires logistics on the shore, which means establishing infrastructure for fisheries o
land, i.e. esté@iling the placefiodt landing, place of first sale, place for berthing fishing boats in ports and places
for refurbishing fishing boats and the so called fishing huts.

Mariculture is on a low level, with small yields and effects, particuliznky of the greatentials. Research
of the Marine Biology Institute from Kotor show that Aquatorium, particularly Boka, have excellent na
advantages for natural development and artificial growth of maricultures.

White fish farming implies cli@sedng cycle inafimg cages in the sea. In 2017 the total of 116 t fish was
produced in three white fish farms located in the ard&otdrBBég. Entire production is marketed in the
national market that has been showing an increasinglyestdogtimse prothu

Farming of shellfish (mussels and oysters) is also on a low level, given the natural potentials. In 17 farms Io
in the area of Bdkator Bay, the current annual production of mussels in 2017 amounted to 197 t, while th
prodation of oysters is seijligiblé around 17 t.

Analysis of the situation shows that there is not enough acceptance capacities for the fishing fleet in Montelr
coast. Therefore this strategic document envisages the activity aimed atdoakéngdiatiads in otder

ensure logistic support on the coast, which means establishing infrastructure for fisheries on the land,
establishing the place of first landing, place of first sale, place for berthing fishing boats in ports and place
refurbishing fishingtsoand the so called fishing huts.

B.5.1.20 Services of Environment Protection in Maritime Sector (Waste Disposal, Marine Waste Landfill Site
Pollution)

Sea is a very important tourism, economic and biologicalise¢beteserdtexceptionally important to preserve
marine ecosystem from polution and extinction of the species living there. In the report of the Environi
Protection Agency it is ntitat population migrates to this region and that the regifrasisuntarizlly

equipped for the existing number of residents. Therefore this ecosystem suffers an increasing pressure whic
requires more attention for monitoring of this degmentviwonment.

Sea pollution can be: physical pollution, Ighelinioan and biological pollution. Physical pollution occurs due

to discharge of water of high temperature from ship engines. Heated water increases temperature of the sea,
thenleads to acceleration oth&mical reactions with an increaggsha@gnsumption. This oxygen deficit

and the amount of matter generated from the reaction distrurb metabolism and physiological balance of
organisms, creating also conditiore/é&opmment of miorganisms and viruses. Chemical pollution occurs

due to discharge of oil, oily waste, harmful liquid substances, feaces and medical waste from ships. Biolc
pollution occurs due to the spread of bacteria, viruses and ingestridoimeshare very frequently agents
causing infectious hydriades even epidemics.

As a candidate for EU membership, Montenegro has the duty to establish a functional integrated w.
management system and, according to the opinion of theCBuropssion, that goal is considered one of
the priorities on theesmsion path. To establish such a system, Montenegro adopted the basic Waste Manageme
Law (Official Gazette of Montenegro 64/2011) and a set of relevant secondary legislbtishingeaes, es
solid legal framework for national waste managementTBigssteet of regulations is expected to be
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supplemented by the pieces of legislation that are cuerdathnhamd in time legislatios will be aligned with
all the changes hapiog on the EU IéYel

Montenegro joined CSN (CleanSeaNet) systdimefor satelite detection of potential oil spills that is ensured

by EMSA through SEG portal (SafeSeaNet Ecosystem GUI). Radar that is installed on the satelite detects po
pollution on the basis of the condition of the sea. EMSA opdratipraesses that and sends to the
countries. In this way more than 3000 satelite images are generated per year and results are visible becaus
after year the number of oil dpdleases. One of the positive results of the project is arsjgoiiearent

of the existing legislation in member states.

As for protection of the sea from pollution, this strategic document envisages a number of activities aims
improving manlption of shgenerated waste and cargo residues in Montenegird poote efficient
supervision of administration over the implementation of MARPOL convention and other related regulatiol
addition to this, the activities envisaged in trestdagoignencouragement for development of new technologies
and improwveent of knowledge, rules and regulations with a view to preventing marine environment pollution
can be caused by shipping or port activities, operations of exploratidioaraf bygloitarbons, laying of
underwater pipelines, cables andnstfadlations. Procurement of equipment for rehabilitation of consequences
of sea pollution from vessels and other structures is also envisaged, as well as the procureient of a specic
for rehabilitation of consequences of the pollution causagl.in that

B.5.1.21 Seafarer Employment Agencies

Agencies mediating in employment of seafarers are one of important factors of maritime economy. Their act
are regulated accordingpedMLC Convention 2006 and provisions of the Law on SafefyNafvidatiom

and the Rulebook on detailed requirements, manner and procedure for issuing licences for mediatio
employment of seafarers. This Rulebook defines detailed remumemeses ind equipment, manner and
procedure for issuing licendegabentities for performing the activities of mediation in employment of seafarefs
on ships under Montenegrin or a foreign country flag. Mediation in employment of seafait@ss, in term
rulebook includes the activities and measures condactesimithproviding expert support in connecting
seafarers seeking employment and employers to ensure signing of employment contract. These agencies s
not be perceived only adl legiities registered for doing this activity, but also as ohesf tiedr key

potentials in the maritime sed¢har qualified human resources that represent us in the global maritime market
and bring exceptionally significant funds to Monteneg

According to this Rulebook, licence is issued to the ldgsl reptitg the requirements in terms of quality
defined in ISO standards for mediation in employment of seafarers and the requirements related to premise
equipment. Ministry om3part and Maritime Affairs has so far issued 6 Decisions lieetigihg dhe

mediation in employment of seafarers.

Still, in spite of this fact, the impression is that in the past these agencies were not given sufficient attentio
that the inflince they have in the market was not properly recognized. Thatroesuitedappraoch of the
agencies and in December 2019 they established the Association of agencies dealing in mediation in emplo
of seafarers.

They jointly recognized thedl rfer the maritime administration to provide more determinedttmipport t
Association and to define in cooperation with the Association the activities that will improve the position
conditions of work for our seafarers and also raise to altifghetdrelards of operation of the agencies. As

the final result,esigthening of this sector is expected, particularly through the national maritime cluster that tl
Association should definitely be a member of so that it can guide anddeméords #sainuch as possible

and achieve concrete and measurabteinesutiperation with the line Ministry.

51National Waste ManagementrPMaritenegro 26420
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B.5.2 INFLUENCE OF BLUE ECONOMY/ MARITIME SECTOR ON MONTENEGIRN ECONOMY

Blue Economy means a sustainable use of ocean resources for economic growth, improved livelihoods anc
while preserving marine ecaosysBiue growth is a lédagm strategy for support to sustainable development

in marine and maritime sector. Seas and oceans are drivers of economy and they have a huge potenti
innovations and development. Development of blue economy irclikdeageatuiture, coastal tourism,

sea biotechnology, ocean energy, and sea bed extractive activities.

The field of blue economy defined in this way is not a single sector, but a combination of several activities:
different sectors. Major p#nsdield includes maritime sector that is presented statistically through the sector of
transport and storage, in line with the classificaiton of business activities 2010 (KD 2010). However, this s
includes also other activities related to reddvapdransport.

B.5.2.1 Statistics in the Existing Framework for-Seat@pHrt and Storage

According to the data of the Statistics Administration, sector of transport and storage made 4.2% of the total n,
product of Montenegro in 2018tofal value of the gross added value in this sector has been recording a
continuous increase, however at a slower rate than the total growth of Montenegrin economy. In the end it re
in a lower share in BDP than in 2009 when this sector nidue@E% According to the administrative data,
sector of transport and storage employed in 2018 on average 11,530 persons, i.e. 6.1% of the total numt
employees, which is the largest number of employees in the last ten years.

| 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 |
Gross
Added
Value (in
mil. EUR)
Sharein
GDP (%) 4.5 4.6 4.6 4.1 3.8 3.6 3.7 4.0 4.1 4.2
Employees - 9,315 9,188 9,384 9,935 9,789 9,970 10,405 10,795 11,530
Sharein
the total
number of - 5.8 5.6 5.6 5.8 5.6 5.7 5.8 5.9 6.1
employees
(%)

134,487 | 144,221 | 151,056 | 130,650 | 126,511 | 124,383 @ 133,973 | 158,330 @ 175,662 | 194,450

Table 9: Gross added value and employment in the sector of transport and storage

Source MONSTAT
B.5.2.Estimates of conttiba of blue economy/maritime sector

Given the fact that Abl ue economyo does not exi

combination of several activities from various sectors, to make an edlithetelata oa thedst level

i.e. groups (marked by-digit numbers) in line with Classification of activieis from 2010. In addition to this, give
the fact that certain activities do medusadocessar
busines entities whose registered office is in one of the coastal municipalities. The intention was to get to the
reliable estimate in a given moment with certain constraints.

19 activities were ideintified in the field of blue: enarinomfishing, imaraquaculture, extraction of crude

oil, extraction of natural gas, services related to extraction of oil and natural gas, processing and canning o
shellfish and moluscs, building of ships and vessels, building o§spohicats, letpaidanaintenance of

ships and boats, production of gas, maritime and coastal transport of passengers, maritime and coastal trat
of cargo, transport of passengers in internal waterways, transport of cargo in internal eveg¢eweags, storag
servicem water transport, manipulation of cargo, research and experimental development in biology, renting
leasing of equipment for water transport.

According to the collected data there were 488 active registered businesdielatibébluetlkecanoin

2018. The increasing number of business entities shows an increasing interest in blue economy. On the othe
according to the estimates, the field of blue economy made 0.6% of the gross domestic product in Montel
whichd the lowest levethe last five years. This clearly shows that there are problems in this field. In addition t

52https://www.worldbank.org/en/search?g=blue+economy
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this, the average number of employees amounted to 1,502 persons or 0.8% of employed persons in Montel
These trends came as a refuolpevations of largempanies in this field.

| 2014 2015 2016 2017 2018 |

Business entitiés 336 379 390 417 488

- Legal entities 229 255 270 287 329

- Entrepreneurs 107 124 120 130 159
Gross added value (in mil. E¥R) 295 27.9 26.8 30.2 27.2
Share in GDP (%) 0.9 0,8 0.7 0.7 0.6
Average number of employ&es 1,971 1,778 1,592 1,481 1,582
Share in the total number of employees 11 1.0 0.9 0.8 0.8

Table 10: Economic contribution of blue economy

SourceAut hor sdé est i mq

In the field of teath goods with foreign countries, that includes trade in vessels and floating structures, there
an obvious dependance on import. The total value of imported goods in 2018 amounted to 3.5 million euro,
exporbf goods amounted to 1.8 millioriTéeronly deviation was recorded in 2017 when the surplus of 10.4
million euro was made in the exchange of goods with foreing countries. That was a consequence of the s
docks in the Shipyard Bijela. The stafidtopert is dominated by yachtstlerdsports and leisure vessels.

Account of services in maritime transport recorded surplus. In 2018 the surplus for these services amounted t
million. The recorded surplus is the result of the positivé Sateices in the category of witdtime

transport which has the largest share in the trade in services of maritime transport. Accounts of passenge
cargo maritime transport recorded deficit. Total revenues from maritime transporese®dceméloount

euro, while expendituamounted to 19.6 million euro. In the total revenues of the maritime transport, othe
transport makes 88.4% of revenues, cargo transport makes 11.5%, while incomes from passenger transpc
negligiblé only 0.1%0n the other side, in the strudtaxpenditures of the maritime transport, other transport

had the largest sharg2.8%, followed by cargo transport 46.1%, while expenditures for passenger transpol
amounted to 1.1%.

| 2014 2015 2016 2017 2018 ‘

Import of goods, in thousands of 1993.1 3,303.3 13,276.9 3,316.0 3,530.6
euro

Export of goods, in thousands of 657.1 500.4 432.5 13,782.5 1,817.6
euro

Foreign trade balance in -1,336.0 -2,802.9 -12,844.4 10,466.5 -1,713.0
thousands of euro

Inflow services, in thousands of 52,7971 64,951.4 51,973.1 57,576.1 60,152.9
euro

Outflow services, in thousands o 13,101.7 15,966.7 13,237.7 15,341.8 19,623.2
euro

Balance services, in thousands ¢ 39,695.4 48,984.7 38,735.4 42,234.3 40,529.7
euro

Table 11: Foreign trade in goods and services of maritime transport

Source Monstat and CBMN

53] egal and physical entities with active registration in the Central Register of Taxpayers an€CRODEdTR&rsons
Administration

54Estimate of the authors is based on prior access to available financial reports

55 Average number of employees in the observiedrydadasis of templates for STR (Single Tax Return), Tax Administration
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PARTC.EXTERNAENVIRONMENTREND3NDCOMPETITION

C.1. Analysis of External Environment

C.1.1 Overview of utilization of selected ports in tHemalniaggion and tre@nnections with transport
corridors

With a view to ensuring a comprehensive analysis of the external environment, we offer an analysis of the e
utilizionat of selected ports in Attridasio region and their infrastructural connectionsaiontrigsrin the

EU and beydnThe analysis is based on the data from the base of European Sea PortsE3@@nisation

2018 and it presents potentials and level of utilization of key pottsniarAdrgitio (turnover If liquid, dry

bulk cargi®ReRo cargo, general cargocamndainers).

General non-containerised
Liquid bulk traffic for selected Dry bulk traffic for selected Roro traffic for selected cargo traffic for selected | Container traffic for selected European
European ports (1000 tonnes) European ports {1000 tonnes) Europe an ports European ports ports {in TEU)
2014 | 2015 | 2016 | 2017 | 2014 | 2015 | 2016 | 2017 | 2014 | 2015 | 2016 | 2017 | 2014 | 2015 | 2016 | 2017 | 2014 | 2015 2016 | 2017
Croatia _|Bakar 1.966| 2.010] 2.208] 2.251] 1.156] 1.143] 427] 669
Omisalj 3.394] 4665 6.689) 7.980
Ploce 282 459 554  811) 1.747] 1.697[ 1627| 1.886 72| 308 267 239
Split 407| 408 342] 437 1.475| 1.602] 1.263] 1.537| 480[ 325 389 115
Rasa 405{ n.a. n.a. n.a. 155| - [ma. |n.a.
Italy Barletta 328 384 442] 566 515 697 502 577 163 57| 40[ 157
Brindisi 2.992| 1787 1826 2.070] 3.734 4912] 3.158| 3.854| 719|2.862(3.028/2.604] 702 499] 576 414
Falconara Marittima 4.894| 5.045| 5.444) 4944
Gioia Tauro 651 970 911 972 146| 116 25] 100[ 389 0 72| 141
Ortona 777| 614 449] 287 245 446 551] 619 109) 112 127) 69
Ravenna 4.992| 5417 5712) 6.907] 9.179| 11.748| 13.881| 15.692| 2.284| 1. 691| 3.395| 2.807| 5.635| 4.304| 1.950| 1 097| 222.548| 244.813| 221.878| 234,177
Taranto 4.145( 4.152| 4.056| 4.504|10.787|10.023| 11.992| 12.227| 3.740| 3.364| 3.989| 3.280| 3.455| 1.355| 946| 137
Trieste 33.669] 34.532| 37.892| 42.090 699 582 905 2.437)5.628]4.887| 4.109| 1.815( 1.853| 2.940| 1.852| 2.817| 506.007| 501.268| 579.084| 652.735
Venezia 6.367| 8691 7.698| 8142 6.788] 8.619| 8.555| 9.502|1.059| 1.006| 1.496| 1.380| 2.400| 1.974| 3.029| 1.300| 456.068| 560.301| 393.703| 508 486
Bari 1921 2.215| 2.110] 1.778/1.374{1612{1.790{2.192]| 78 23| 25| 57
Ancona 637] 502 423] 602119932188/ 2.237/2.336] 49| 279] 135 213
Slovenia |Koper 3.009| 3.287| 3.416| 3.833) 6.582| 7.080| 7.295| 7245 789] 915/1.159/1.155|1621)1.431) 1.583) 1.490
Greece |Thessaloniki 5.742| 7.481| 6.729| 7.445| 4.279| 3.712| 2.909] 3.112 662| 419| 518 573|349.990| 351.407| 598.206| 650.024
lgoumenitsa 96| 75 29 77]2.641] 2.877| 3.008] 3.082

Table 12: Turnover of cargo in selected ports in Adriatic-lonian region

SourceData processed by the research team (database of the European Sea Port& SRjar@848on

Given the fact tltaimpetitiveness of a port depends to a large extent on its connection to the transport corrido
i.e. hinterland, the research team presents her¢aitme &tragegy of the EU for connectivity between Southern
and Northern partghe European conting . This part of the analysis i
ports and shipping activitiesodo which is a const
Hi g h3amd Tsadsport Development Strateg®620

In June 2018pon a proposal of the Ministry of Transport and Maritime Affairs, the Govenrment of Montene
adopted the Transport Development Strateg93801ith the appertaining Action Plag02019 hat

Strategy, inter alia, had the gadijtostrategic @omentations in the transport sector with EU policies, and
particularly with TFENuidelines and standards. One of the priorities of the Transport Development Strategy
related precisely to better connectivity of the port wilBawrtréiutedn increase in cargo flows and improve
competitiveness of this port.

The New Core THENMetwork of roads, railways, airports and ports with the time horizon by 2030 is based on ni
axes: two corridors N8uhth, three corridors ®ésst and four disgl corridors. These are: Baltiatic

Corridor, North SeaBaltic Corridor, Mediterranean Corridor, Middl&E&sisMediterannean Corridor,
Scandinavidlediterranean Corridor, Rhiipine Corridor (Image 29). Each ofdivders has to lunde

three modes of transport and go through three Member States and two border crossings.

56Move/B1/202918Study on the TEMotorwges of the sea horizontal priority of the European Commission directorate general for
mobility and transport directord@®pean mobility network, April 2018
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Image 31: TEN-T corridors of the Core network and thelr connections with European ports (ISL, Eurostat 2018)

Figure 4: Core Network Corridors and CNC ports’ cargo traffic by type 2016
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Image 32: Presentation of cargo flows by type through the Core Trans-European Transport Netork and European
ports (ISL, 2016)

Comprehensive FENetwork is the extended-THEMtwork that includes entire existing and planned
infrastucture that meets the set requirements and should be established at latest by 31 December 2050.

In the process of defining the Core Transport Network, Western Balkan countries use the guidelines
methodology for establishing the Core Netwerkiary §Core TraBsiropean Transport NetworkT)EN

with its demanding technical standards. The principles that were used were to connect EU capitals, key eco
centres and large companies, while the time horizon is 2030.

Core Transport NetwortkénVéstern Balkans region is currently included in the indicative extension of three
TransEuropean Transport corridors to the Westen Balkans region:

- Mediterranean Corridor,
- Orient (Midllee EasBast Mediterranean Corridor, and
- Rhinég Danube Corad
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Figure 15:  International maritime links of the Mediterranean Corridor (East) 2017
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Image 33: Mediterranean Corridor (East) and cargo flows by type

Figure 17:  International maritime links of the Orient-East Med Corridor (South) 2017
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Image 34: Corridor Orient (Middle East) i East Mediterranean and cargo flows by type
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Figure 26: International maritime links of the Rhine-Danube Corridor 2017
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Image 35: Rhine i Danube Corridor and cargo flows by type

Indicative extension of the Core and CompreherBinetWaik to the Western Balkans region, i.e. indicative

extension to the territory of Montenegro, includes:

- Indicatie extension of the€COENT network: SEETO road route 4: highvBolj&ar (border with
Republic of Serbia)/Orient (Middl¢ East)Mediterranean corridor;

- SEETO route 1. Adrltidgan corridor (maritime route, route of the fast road atmgriMMonte
coast)/Meditengan corridor, i.e. connection with Republic of Croatia and Republic of Albania;

- SEETO railway route 4: railwayrBiica (border with Republic of Serbia)/ Orient (MidB&sEast)

Mediterranean corridor;

- SEETO railway routealway Podgori€aaa (connection with Republic of Albania)/ Mediterranean

corridor and port of Bar and airport of Podgorica.
- SEETO road route 2b: trunk road Po@ybrieg a n
to Sarajevo);
- SEETOroadud e 6:

pol j e

nesb oraaed KwltdhgiRepublic

(border with

of

- SEETO railway route 4: railwayrBaica (bordeith Republic of Serbia);
- SEETO railway route 2: railway Podg@ia(connection with Republic of Albania).

Strategy for Development of Maritime E20862030

Page 101

Kosovoc



PART C: External Environihibr@nds and Competitidmalysis of External Environment

i
y 4
.
| ]
; A

00

J

1~
Image 36: Indicative extension towards neighbouring countries i comprehensive network

The defined extensiohthe Core and Comprehensive Networks connect Montenegro in the best possible wa
with neighbouring countries that arg titade parnters. Corridors of the Core Network, hioljane Baid

railway Barrbnica, connect Montenegro with Serbi&glédaan corridor with Croatia and Albania and part of
Bosnia and Herzegovina and the railway Rddgodcaith AlbanRoutes on the Comprehensive Network
Podgoric& | e pan P o |ijbaderavithdoskivm toangdt Montenegro with Bblemizegadina and

Kosovo.

Implementation of the Adt@tian corridor is also exceptionally important because thi gortilough
a certain number of EU countries and countries of the region and will connect Montenegro with Central and W
Europea. It will also ensure better development of ports in several countries. This corridor should contribute to
betterritegration of Montenegrin space and connection into regional and European road network.

Corridor of the highwayBRdjare is ghkey link on the route Nootlth. It ensures appropriate connections to
Serbia, Bosnia and Herzegovina and Albanidhtereygihm of existing road network. Connection of Bar with
TENT corridor X (going through Republic of Serbia), i.e. hiBbljag Bamot only a strategic orientation of
Montenegro because it ensures connection to Central Europe, butishalsis @aditularly important for

the Port of Bar and the overall economic development of Montenegro. Construatidmedfabilitatona

and modernization of the existing road and raiway infrastructure connecting the port witle ey hinterland, ar
preconditions for development and valorization of the potentials that Port of Bar has. Only in this way the F
Bar carsignificantly improve its business operations and become competitive with otherlporas in Adriatic
region. Thereforethwa view to strengthening market position of the Port of Bar, implementation of key
infrastructural projects has to continueerjavew projects should be initiated too, because that will create
preconditions for the maximum utilization of thBdPpenaf in that also preconditions for development of
maritime economy.
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Of course, a whole range of other factors have t lemsnet development of the Port of Bar. They are
connected with intensity of economic activities in Montenegro gind, inchene of trade via sea, level of
coordination of the transport system entities and existence of various adieirsstiaivevearit can be

said that it is more than obvious that the market position of the Port of Bar to thepanpspesxtisdld

on its connections with the logistic cenres in the region. It can be said that the most significant compe
advantage of the ports that are competitors to the Port of Bar lies in their good connections. That is somethin
the Porbf Bar will also have after the construction and modernization of the road and railway infrastructure.

Equally important grougretconditions for the Port of Bar to achieve its projected capacities includes:
improvement of the current condttierpoft and development of port infrastructure and suprastructure, upgrade
of technical equipment in the port, upgrade of thienngysteanh, optimization of the system for health and
safety at work, protection of the environment, valorizagtoenicisef the Free Zone Port of Par, etc.

The fact is that limited connectivity influences development of ports, econamiardeesiopomaic
integration. The projects listed below certainly contribute to connectivity but most of thestae, in an ea
which warns us of the potential risk that the current condition and the planned development of the concerne
might turnot to be compatible.

Project code Country Project name Project status
PRIMNETRAQ01 Montenegro Entire network (road R2b): Reconstructic Preparation
Gl epan Pol ji gunkrbad Rjace
(border of B&H to Sarajevo)
PRIMNETRAOO03 Mon¢negro Mediterranean coridor: Montene@matia- Preparation
Albania R1 road connectivity, bypass Budv
PRIMNETRAO004 Montenegro Corridor Orient / Eld: Montenegr&erbia Implementation
R4 railway connection,-Baction Vrbnica
PRIMNETRAQ05 Montenegro Construction of highway -Baoljare, 1l stag: Preparation
secti oni AMajeviead e v o
PRIMNETRAQ06 Montenegro Construction of highway -Baoljare, 1l stag: Preparation
bypass Podgorica (SmokeVag | - Bagmaci)
PRIMNETRAO11 Montenegro Corridor Orient / Eld (road R4): Construc Preparation
of highway BaBoljare
PRIMNETRAO023 Montenegro Mediterranean corridor: Railway conr Pregparation
MontenegroAlbania R2, Podgoiiqaart of the
border between two countries
PRIMULTIRAOOL Albania, Bosn Updated Regional Transport Study (REBIS Completed
and Herzegovin
Kosovo,
North Macedonij
Montenegro,
Serbia
PRIMULTIRAO02 Albania Mediterranean corridor (road R1, R2): Cons Preparation
Montenegro of the Adhticlonian highway in Albania
Montenegro
PRIMULTTRAO03 Albania, Bosnia Analysis of differences in regional conn Implementation
and Herzegovin networks
Kosovo, Nort
Macedonia,
Montenegro,
Serbia

Table 13: List of projects contributing to better connectivity of Montenegrin ports with the hinterland
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C.1.2 Competition in the Mediterranean Sea

Mediterranean Sea provides almost unlimited development opportunities for the countriegdhiit have acces
and for the countries connected to this area. Almost 27% of the overal line transport of containers and 2(
maritime transport take plabe iMéditerranean Sea.

Apart from this, the region is characterized by important investmesituctpoet stseing capacities, logistic
centres and other anciliary services in maritime transport. As for container transport there are three dom
alliances. One of the most dominant in this region is Ocean Alliance cab(pkisiGg<ed Shipp@@CL

and Evergreen. These four line transporters, i.e. shipping companies divided their capacities and in such ¢
they ensured higher frequenavigfation, covering most of waterways with a bit more than 350 ships of the total
capacity of 3.5 millicEU.

This alliance, particularly its member Cosco Shipping, has an important role in the region of Eastern Mediterr
and Adriatic in the fafldontainer transport and managing container terminals. It is certainly the Port of Piraet
that strengéned its strategic position on the global merchang map precisely after Cosco Shipping took over
management of the Piraeus container termisdll @uayll) and turned this Greek port into a hub on the
crossroad of Asia, Europe and Africa. Bhiotdoeean that there is no room for other ports in the region of
Adriatic, particularly since the volume of trade in goods is continuoudowmeveasingspite of visible
potentials, we could say that Piraeus, as the leading port thay cootietromet port infrastructure and
suprastructure, limits the market share of ports inrttestotiBalkans (Montenegrin and Albanian). Primary
reasons for this lie in the inadequate port infrastructure for acommondation of larger damsaifierestiips an
infrastructural connection of these ports wittEQemeain market. We have to note here that Republic of
Albania timely recogntbedneed to improve port infrastructure and to ensure better connection with hinterlanc
That resulted strengthening of competitiveness of the Albanian port of Durress that increased the volumes
passenger transport and cargo transshipment.

Complementy role of the Western Balkans ports could lie in development of free zones in the existing port:
atract foreign direct investments, which Montenegro did in 2005.

The aim of establishing free zones is to encourage production and proceshinh adflilé@esto increase

of export, decrease of unemployment and boost to economic developpoehtarééithiand in the
contemporary settings, the free zones operate as transport, logistic and merchant platforms using their geog
position, pfileged customs treatment for goods, appropriate tax policy and simplified administrative procedure
their comparative advantages

In the Figure below, green squares represent potentials for estabishing free zones in the Mediterranean, wh
dotsrepresent potisibs in the same region.
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Image 37: Potential for establishment of free zones in the Mediterranean

As international trade liberalized, Export processingRzonas a type of free zone, became keyféacto
deepening the global value chain (GVC) and drivers of economic activities that comidbyrtewtth.econo
There are numerous examples of the countries that achieved significant results after they implemented
economic policy instrument.
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Almat entire territory of the Port of Bar, except for the Quay V (Passenger terminal) and #dlpareof the Quay
in the Free zone regime. Status of Free zone user is acquired by signing of a contract on operating in the Fres
wi t h AL uk aautBasized opekaidr o the Zane. This is done based on the Law on Free Zones anc
internal legislatiore(®ral rules on operations in the Free zone). However, it could be said that the potentials
the Free zone Port of Bar have not yet been adeduite/tosnumerous limitations: from 2010 to 2018 (when

the Spatial Plan for Special Purpose Coastah#ireo force); Free zone area was not covered by the spatial
plan, while in the territory planned for development of the Free zone rpangedhsiggiare still pending.

It is also important to mention the lack of real incentives faaiseneoTRis strategic document recognizes

the Free zone of the Port of Bar as untapped development potential that can be valorized thafugh developmr
manufacturing and trade activities that can contribute to higher volume of transshgunrenpuositival en
effects for the business of the company fALuka B
2019, AL uk =aopeBatrobthe &g zone bad théntetal of 65 active contracts for performing busines:
activities in tleee zones. These were mostly for transshipment, storing and purchase and sale of goods.

C.1.3 Effects of Competition on the GlobalQpm@itunii es and Ri sks of the OBOI
belti one road ")

The initiatoad®@Bi@MMeorBedBel tOneen dR Roado, whi ch was
Peopl eds Republic of Chi n @onaMmtiative withi arglpbial imarizon, hiraesl atb e ¢
constructing trade and infrastructural network tés@mwvéh Europe and Africa. In its early stage this initiative
had a goal to strengthen Chinese ties with central Asia and Europe througif ddvestqpctene, primarily

railways. For less than four years the Initiative got much broadsr lintemsiovers most of the countries

of EuréAsian continent and all sectors of economy, from trade to financing. This is illustratedl by new finar
institutions like Asian Infrastructure Investment Bank and Silk Road Fund.

Figures below show thmomant role of different regions in the chain of values according to this project, both ol
the land and at sea.
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Image 41: Express Land-Sea Express Route, Railway
connecting the Port of Piraeus with Western Balkans
and Central Europe

Image 42: Highway connécting ports of Northern
Adriatic

Development of new connections between Asia and Europe will ensure that Asian products can come to E
faster and at smaller costs, which will give to Ad&rtureas an advantage in comparison with their European
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competitors. At the same timenire specific industries lower transport costs can help many European
participants to raise their market share in the Asian markets.

C.1.4 Role of NAPA (NortlathdPorts Association)

NAPA is the association of the North Adriatic ports compiriKimgepoRijeka, Trieste, Venice and Ravenna.

The goal of this Association is to promote the ports of Northern Adriatic as the closest Europegn sites for unlc
cargo transported on board of ships from the Far East to Europe. Although NAB¥dodasigiiksant
competition of the Port of Piraeus, the situation can be drastically changed if the Port of Piraeus were comg
connected with a spedd/agi with Budapest. In that respect ports of Venice and Trieste are developing their ne'
busiess strategies to gain good market positions in the long run. Port of Venice invests into its port infrastru
to be abl e to acc dedapaditynd IBAHW TEU Ontthe btineeside, thé pop of Trieste 1
invests into new acceptaapacities for container ships and has the plan to connect with the rest of Europe by
modern railway, which would strengthen its competitivenes in corogaisbleaitdrranean ports. Joint
strategy for development of ports that are NAPA mesrditeensining comparative advantages for these

ports over the Port of Piraeus and the ports of Northern Europe through improvement of port capacities, |
connetivity and introduction of information technologies

Image 43: Potentials of the ports that are NAPA members

C.1.5 Brief Overview of Competitorsod Ship Reg

Flag of the ship or its national affiliation is a ofedemtdication and individualisation of a ship, and it is
reflected in the | egal, genuine and mutual | ink
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