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A WORD OF THE MINISTER OF AGRICULTURE, FORESTRY AND WATER MANAGEMENT

Ladies and Gentlemen,

With a view to redefine the fisheries policy in compliance with requirements of the integration processes
and establishing of a sustainable and efficient sector that shall be competitive at the wider market, the
development of the document entitled “Montenegro’s Fisheries Development Strategy and Capacity
Building for Implementation of the EU Common Fisheries Policy™ began.

The Strategy is the result of work of a team of experts, hired by the European Agency for Reconstruction,
which received the main inputs for development of the document from relevant stakeholders of national
fisheries sector.

Fisheries are of particular importance for economic development of coastal countries and hence
Montenegro, which has valuable but underutilized resources in the sector. That is why, in compliance with
relevant international rules, it is necessary to establish and enforce the principles of responsible fisheries
and fishing efforts, taking care of all important aspects: biological, ecological, technological, economic
and social. Illegal and unregulated fishing, jeopardizing the efficient enforcement of measures in
management and protection of fish resources, must be controlled. The resources, although renewable,
are not unlimited and they require proper management. Moreover, steps must be taken in order to
protect the biodiversity and integrity of marine ecosystems.

One of main focus areas of the Strategy is protection and sustainable use of marine and freshwater
fisheries resources. In attainment of the objective, Montenegro needs to harmonize and improve its
legislation, improve the monitoring system through collecting of data in compliance with international
standards and EU integration processes requirements. Administrative capacities must be strengthened in
order to be able to respond to all the challenges stated.

The Strategy also focuses on improvement of the product traceability and quality and consumer well-
being protection through introduction of required changes in food safety legislation as well as upgrading
of laboratory facilities to be accredited for complete chemical and microbiological analyses.

An important objective of the document is also to establish an investment environment favourable for
renewal of the national fishing fleet, improvement of its equipment for utilization of fishery potential that
have so far been unused.

Researches and scientific assessments of fish stocks need to be improved in order to ensure their
sustainable exploitation and state shall thus be supported in definition and implementation of the best
management mechanismes.

The Strategy is, above all, written for the state, as a platform for further implementation of reforms and
a basis for future fisheries policy. It is also made for all operators in the fisheries sector, and good liaising
is a basis for sustainable management of this natural resource and for strengthening of its
competitiveness.

I would like to thank the European Agency for Reconstruction which put into practice the decision of the
European Commission on development of the document that shall assist Montenegro in the process of
harmonization of its policy with the EU Common Fisheries Policy.

I owe a debt of gratitude to the expert team, which appraised the fisheries sector, noted its drawbacks
and for the first time, presented a comprehensive overview in one place, together with recommendations
for strengthening of the sector and its development in the light of European integration processes.

I would also like to thank national experts and all stakeholder who assisted in development of this
document. Milutin Simovic, MSc
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ACRONYMS

AAS Atomic Absorption Spectrophotometer
AB Accreditation Body

CA Control Authority

CARDS Community Assistance for Reconstruction, Dgwaent and Stabilisation

CFP Common Fisheries Policy

CITES  Convention on International Trade in Endaade$pecies of Wild Flora and Fauna
CTD Conductivity Temperature Depth

DG Directorate General

EC European Community

ECD Electron Capture Detector

EA European Co-operation for Accreditation

EBRD European Bank for Reconstruction anddlgyment
MBI Marine Biological Institute

EFF European Fisheries Fund

EEZ Exclusive Economic Zone

EAR European Agency for Reconstruction

EU DG SANCO Directorate General for Health and Coner Affairs
FAO Food and Agricultural Organisationtioé UN

FCR Feed Conversion Ratio

FMC Fisheries Monitoring Centre

FPV Fishery Patrol Vessel

FRY Former Republic of Yugoslavia

GFCM  General Fisheries Council for the Medaaean
GoM Government of Montenegro

HACCP Hazard Analysis and Critical Control Point

HPLC  High Performance Liquid Chromatograph
HRGC High Resolution Gas Chromatograph
ICCAT International Commission for ConservationAgfantic Tuna

IAF International Accreditation Forum

ILAC International Laboratory Accreditation Coopgon
ISO International Organisation for Standardisation
ISPA Instrument for Structural Policies for Preeassion
LF Logical Framework

MAPs Multi Annual Plans

MHTI Technological Institute for Meat Hygiene

MRL Maximum Residue Level

MS Mass Spectrometry

MoAFWM Ministry of Agriculture, Forestry and Wat&tanagement, Montenegro
MoE Ministry of Environment, Montenegro
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MONSTAT Statistics Institute of Montenegro
MCS Monitoring control and surveillance

MLS Minimum Landing Size

MS Member State (of the EU)

MSY Maximum Sustainable Yield

nm nautical mile

NPD Nitrogen Phosphorus Detector

PCBs Polychlorinated Biphenyls

NPD Nitrogen Phosphorous Detector

RIB Rigid Inflatable Boat

SAPARD Special Accession Programme for Agricultanadl Rural Development
SOP Standard Operating Procedure

TAC Total Allowable Catch

TOR Terms of Reference

VMS Vessel Monitoring System

WHO World Health Organisation
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The fishery sector in Montenegro employs 631 pessdhe total value of the annual production
in the fishery sector is €7.4 m, so its share e@noss Domestic Product (GDP) is about 0.5 per
cent. Trout farming forms the major production watyi of the sector, but there is also a fledgling
mussel and sea bass/sea bream sector.

There are 532 registered fishers in Montenegro these, only 120 fishers are in the marine
fishery sector and only 52 are classified as foletfishers. The freshwater catch amounts to 520
tons from Lake Skadar comprising mostly Carp bst #lbornus, Crucian Carp and eels.

Since November 2005, Montenegro has been neggfiatith the European Union on the
Stabilisation and Association Agreement. Introdutind implementation of the European norms
and standards will require the development of Moatgo’s administrative capacity to apply EU
rules properly. The trade provisions will start agpen up markets, and help Montenegro to
develop a functioning market economy that has #pacity to cope with competitive pressures
within the EU’s internal market.

Fisheries and Veterinary chapters, requiring cotiguieprior to acceding to the EU, are identified
as a particularly important component to Montensgezonomic growth. Despite the relatively
low fisheries output (€7.4m) Montenegro’s coastfie294 km and integration into the Common
Fisheries Policy (CFP), places a significant emjghas institutional strengthening on the
Republic of Montenegro.

The EU priority in regard to Montenegro is to support the estabiesht of adequate
administrative structures to ensure effective imm@atation of the fisheries policy including
facilitating the promotion of exports and the prdioo of food safety, management of the
resources and preparation for national and subsflggu@ommunity structural programmes. The
programme should start by supporting the estabkstinof adequate administrative structures
which move towards thécquis goals and advance the competitiveness of the rfiskector
(through facilitating exports in marine and freskavdisheries) and adopting benchmarks which
will support the Strategic development of the Ursdishery sector.

Montenegro’s priority is to comply with Communitgquirements in terms of the SAA and to
move gradually towards full harmonization of itsvawith those in the Community and to
strengthen the administrative capacity to underthketasks and obligations required in terms of
food safety and fisheries. Montenegro’s strateggriies also focus on a need to develop fish
exports to the EU, to strengthen the competitivermésts industry, to support food health within
its borders and to facilitate development of sextwhich are identified as having significant
growth potential.

Fisheries sector development focuses primarily,nmtitexclusively, on improving the efficiency
in the aquaculture sector. Specific species earedafr sustainability and growth include trout,
Mediterranean mussels, sea bass and sea breans dfrsapport to the marine fishery sector
comprise the potential development of an offshoephropsfishery and evaluation of the
prospects for a fishery partnership agreementétagic species.

Weaknesses of the sector have been identifiecspent to the application of technology, the high
costs of inputs and general lack of competitiveness

The national strategy focuses on the following sirea
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a) Protection and sustainable use of marine and fra@nfisheries,

b) Protection of well being of consumers,

¢) Promotion of exports,

d) Diversification of markets,

e) Improvement of traceability and quality of prodycts

f) Expansion of production in the mussel and offstmaghrops fishery,

g) Improvement of production efficiency in freshwaderd marine aquaculture,

h) Development of fisheries partnership agreementiseérexploitation of pelagic species.

10) A number of regulatory, policy and institutionalaciyes are required in order to support the
implementation of the strategy in Montenegro. Idesrto safeguard the sustainability of marine
and freshwater fisheries, the state is requirediiend its specific regulations and thus support the
changes to the management and monitoring of catslburces. The core regulations and
inspectorate structure are strong enough for imergation of adequate management and
conservation rules. Problems however arise in wsge the gathering, recording and
interpretation of catch data. This will require tmeplementation of new rules along with a
strengthening of the administrative structure, ease in staffing in order to enable
implementation of the fisheries policy in compliangith the EU legislation. The strengthening of
administration will require the willingness of tH@overnment to implement change and to
increase staffing in MOAFWM. In addition to finaatisupport under the CARDS program, it
shall require the support from national sourcestfaining in implementation of the Common
Fisheries Policy, the adoption of Standard Opegafirocedures for inspection, and in application
and interpretation of data bases. In addition tbriecal assistance, short and longer term CARDS
support will also be provided in the form of invasints into equipment for scientific researches
and data bases.

11) A number regulatory, policy and institutional chesgare also required to support the
implementation of food safety regulations. The tsggg focuses on protection of domestic
consumers and creation of a suitable environmentefgorts for fisheries and aquaculture
products. Core EC Food Safety Regulations (852868/04 and 854/04) have not so far been
fully implemented to all fishery and agricultureoducts. Specific weaknesses also need to be
removed in fishery related regulatiordealth conditions for the production and placing tre
market of fishery products (26%), The monitoring of biotoxins in bivalve mollust§%/62,
2002), basic nitrogen (TVB) (L97/84, 2002), lead madmium (L77/14 2001), and dioxins and
dioxin-like PCBs in foodstuffs (L321/45, 2004hese also require support legislation to ensure
that appropriate laboratory testing facilities ar#oduced. Institutional changes required relate,
first of all, to adoption of Standard Operating édures. In a number cases, where legislation
exists (although not to appropriate levels which esmpliant with the EU standards), industry
practices are not appropriate and there is insafftcawareness within the sector of the need for
self monitoring, such as HACCP. Further educatiod &aining of the Veterinary Inspectorate is
necessary. Laboratories should be upgraded to beedited for full chemical and micro
biological analysis. Support is necessary in intathn of the required changes to domestic
legislation covering food safety for fishery prothjctraining in HACCP and the adoption of
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SOPs for veterinary inspectors. These changesbeilsupported under the CARDS program,
which shall also support the introduction of aai¢ environment for testing harmful residues in
fish products, which implies modernization and eguig of the laboratory and instruction on
suitable testing procedures. The Government of Blwedgro will be required to provide an
appropriate investment environment to facilitatearaye, particularly in respect to satisfying
quality and traceability issues for producers armat@ssors.

12) The domestic industry is not strong enough in maggpects to compete against more efficient
partners from the EU, who can supply the markdébwer prices than those paid at the domestic
market. Despite the technical and production ioifficies within the aquaculture sector, there is
considerable potential for expansion in output, ands not unreasonable to assume that
improvements in farm practices, particularly in thassels sector, would result in the creation of
a competitive industry. The Governments policy $tidacus on structural support measures in
the form of grants and or fiscal incentives whidl encourage investment. CARDS support will
provided to identify specific production weaknesard to recommend change across the range of
the aquaculture sectors: mussels, trout, basseantdream, etc.

13) The marine capture fisheries are very small, aljhoMontenegro has some unrealised potential.
The focus of its capture fisheries has so far baennshore fisheries, while the potential for
expansion in offshore activities, particularly iespect tonephropshas been neglected. Some
Montenegrin vessels have the capacity to adjustisdfishery, if appropriate training is provided.
CARDS will support an experimental fishery foephrops while the Government will be
required to support assistance in the form of gremupgrade vessels.

14) Pelagic species also represent a potentially vidualsource. Montenegro has a limited facility to
target these species. The Strategy therefore fears¢he need to explore the potential for fishery
partnership agreements for third countries. CARBSistance will be provided to examine the
potential for such agreements.
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CAPACITY BUILDING FOR IMPLEMENTATION OF
EU COMMON FISHERIES POLICY

Montenegro’s Fisheries Development Strategy
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1 THE FISHERIES SECTOR IN MONTENEGRO

1.1 General Overview

Six hundred and thirty eight persons are employedhe Montenegrin fishery sector, of which 443 in
freshwater fisheries (437 full-time and 6 part-tisraployees), 159 in marine fisheries (91 full-tiaved 68
part-time employees) and 36 in mariculfurBisheries as a proportion of GDP has in the fmstyears
ranged from 0.5 to 0.5%and 3.1% of the gross product of agricultural sect

Annual production and catch in Montenegro is 3 @ of fish, comprising 600 tons of freshwatehéises
(catch), 450 tons of trout (farmed), 1,700 tonsnafrine species (catch), 50 tons of sea bass andrsam
(cage) and 250 tons of mussels (farmed).

Of the total number of employees in marine fisheegtor (159) only 120 are fishers, and only 52 are
classified as full time fishers.

The freshwater catch is mainly derived from the d @i Skadar: 520 tons per annum, comprising mostly
carp, but also Albornus, Crucian Carp and eels.

The Marine fisheries sector in Montenegro accotmt®).3 % of the total EC Mediterranean total (28
tons).

Montenegro contributes an equivalent of 1.5 % & tbotal supply of rainbow trout into the European
Market.

Fish consumption in Montenegro is amongst the Ibwe&urope (around 2 to 4 kg per capita). Fisltgsi
are artificially high in Montenegro and are wellogk those in the EU. The high prices are more of a
reflection of inefficiencies in production. Becausdittle competition at the domestic market, freces are
determined more by high costs of production orifighhan by margins.

1.2 Specific issues relating to the fisheries secto
1.2.1 Aquaculture

Aquaculture production in Montenegro comprises feeetors: trout, with production of around 450 ®&ne
Mediterranean mussels, with production of aroun@ tdhes; bass and sea bream with production of 50
tones; and carp with production of only 5 tonnes.

The topography of Montenegro is quite favourabledmumber of areas of activity: Boka Kotorska Bay
provides an extensive sheltered spot covering s8mkmz?, with good access for the production of rope
mussels There are presently 16 producers operating irBheusing rope systems. All the growers supply
the domestic as opposed to export market. Mussdugtion has significant potential because:

* The topography of the region lends itself to mugpsetiuction,

« The bay already experiences high collection of miussat,

« Capital investment in mussel production is reldyivew,

« Growth rates are extremely fast - 15 to 18 monthisarvest size, so rate of return on investment is

fast,

! Data from MONSTAT
€ 7.4m of € 1450m
% Juvenile shellfish floats naturally .It subseqiienbllects on set obstacles prior to maturity.
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e The European market is undersupplied,
* The Montenegrin tourist market, which will be largensumers of fish, is about to experience
significant growth.

Potential barriers to mussel farming relate to:

e It is assumed that the Bay is highly polluted, ab®.2% of the total water content of the Bay is
wastewater (Mihajlovicet af) though the Marine Institute identifies the Bay bie within safe
parameters. This nevertheless requires immediaéatiain and action in respect to wastewater
treatmert A low flushing rate may lead to eutrophicatiord gotentially more algal blooms. Even
if not toxic algae, this may still lead to unfavahbte conditions (e.g. low oxygen from decaying klga
blooms).

e Licensing conditions are complicated. Among othleinds, it requires Environmental Impact
Assessments and approval from a number of Governhivafies. Lack of coordination of laws,
enforcement of which is within the authority of MBWM also complicates the licensing. None of
the existing farms have had an EIA.

« EU legislatiofi lays down that all bivalve farms must be licenaed registered and this would not
be possible without new legislation.

« Competition in Europe is strong. The average piscenussels produced in Mediterranean countries
is € 0.71/kg. At Montenegro’s market, mussels atd at € 1.0 - 1.50/kg.

« Growers appear reluctant to cooperate, althoughessteps have been taken in establishing of
associations of professional mussel farmers. Jaiarketing strategies and development of
cooperative structures, where pre accession furidiagailable appears to be unlikely. It would, for
example, be advisable to have at least one puiditaentre for the depuration of bivalves (a task
for industry, usually undertaken by cooperativeamigations).

» Access to credit is difficult, and interest rates still high, above 10 per cent per annum.

» Potential investors are reluctant to commit fundimgthis farming.

e Gray mussels market is developed, they are cotleftam the shore line, which results in high
wastage of legitimate supplies.

e The technology applied to date is rudimentary. ixismussel ropes are not laid correctly resulting
in low yields, variable growth rates and compas{nhigh levels of sorting during harvest.

» Export of molluscs to the EU requires approval, aehshall require revision of the legislation and
establishing of appropriate structures and ingbifist in place to regulate the industry. Montenegro
would need EU approval to export bivalve molluszghe EU. The Industry itself would also need
to respond with a substantial improvement in itsdfsafety procedures (notably the adoption of
HACCP), monitoring and record keeping. These togrettequire a significant change in the
relationship between regulators and industry.

Key food safety issues are:
0 The need for microbiological monitoring by industmgd regulators. Monitoring would have to
be carried out at least weekly and Montenegro negdsystem to trigger closures or
reclassification of shellfish waters as soon ag #re found to be out of compliarice

* Mihajlovic R, Joksimovic D, Mandic S and Mihajlavi., Macro and micro elements in sea water on Btb@rska
,Studia Marina, Vol 23

® The Coastal Region Wastewater Masterplan inclotiessification of water in Boka Kotorska. The egtreonfirms
the progressively deteriorating water quality, jgatarly in the area around Herceg-Novi and Kofomajor
improvement will be achieved if there is implemeiota of the EBRD funded project to intercept arehtrwaste water
for Herceg Novi. However, this proposal has notbagvanced for 2 years because of a failure bystheernment to
comply with the strict conditions for application.

® EC Regulation 852/2004

" EC 454/2004 Annex I
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o The need for regular (weekly is recommended dutimg times when bivalves are being
monitored) water quality sampling to check for tpeesence of toxic algae. Sampling for
contaminants (notably heavy metals) is also needed

0 The need for industry and regulators to monitoahigs (weekly or more often) for the presence
of algal biotoxins and to take appropriate (wheeeassary pre-emptive) action to close or
reclassify bivalve growing or holding sites

0 The need for Government of Montenegro to appoirdompetent authority responsible for
recording, delimiting and monitoring areas for iweagrowing and relaying

Montenegro currently has few of the institutionattban support the development of bivalve farm@w far
identified is the Institute for Marine Biology, witi has insufficient capacity for algal monitorinthe
development of a mussel farming industry would l¢éada substantial increase in the need for such
monitoring. The Institute for Marine Biology doest have its own boat and relies on goodwill frasimihg
boats to undertake its sampling. It is questionalsléo whether the Institute could cope with thekload
(more staff and equipment needed)

Montenegro currently has no capacity for the deaadf algal biotoxins, while capability for the téetion
of dioxins is very limited and nowhere near to mmegthe requirements laid down in EU legislation

Trout farming

Montenegro has very favourable conditions for trmpction oftrout. There are presently 21 farms, using
the race ways. There is also one farm, on the Pak& using the cage culture.

Specific problems for the sector are as follows:

* Brood stock is very old (50 years). There is arrdasing danger of inbreeding leading to
genetically poor offspring. Thus, the introductimimew genetic material is essential.

» Current practices are hugely inefficient with slgwow out rates (18 months as opposed to an
achievable 12 months). Inadequate feeding regirseslly lead to low growth rates.

* The stocks are spawned in November/December. Tinedirction of spring spawning stock
would allow for the production of eggs in Februagytending the time over which fingerlings
can be supplied.

» Water loss for some sites is very high.

« The needfor more varieties of brood stock in order to reglibe dependency on one
source

» The sector faces heavy competition from suppliesxfBosnia and Hercegovina, and there are
some indications that a proportion of the impogegdply is of poor quality.

* The use of obsolete equipment.

* HACCP systems not applied.

* Currently unfavourable crediting policy.

« Use of malachite which is a prohibited substanaieuthe EU Laf

* Whilst there are some prospects for additionalssalghin the Balkans, export opportunities
appear to be limited, unless production efficieaciee improved, thus making Montenegrin
more competitive

* Price competition in Europe is strong. The averpgee for trout produced in Mediterranean
countries is €2.62/kg with production costs intbgion of equivalent to €1.47 /kg. Montenegrin
trout are sold locally at € 3.50/kg.

8 Malachite green has two uses. It is used to cbftngal disease. Especially on eggs, but it isestimmes used on
brood stock to prevent fungus growing on damagéd #is also used, in combination with formalmtteat white
spot disease. It has been banned because it ighthtmube a carcinogen.
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Specific opportunities relate to technical and picitbn improvements (brood stock and feed reginaes)
the use of cheaper (but high protein) quality féeds

Bass and sea bream

Bass and sea bream production totals 50 tonnese Th@resently one private farm operating in thiage
of Ljuta, near Kotor, and an additional farm isfgeestablished in Stoliv, near Verige.

Producers state that there is strong potentiagfowth in this sector. Since there is an overafirgge of
supply and competition, the sellers determine thgepwhich is thus determined more by productiostg€o
than competition. In most cases production costshagely inefficient. The average price for bass sea
bream produced in Mediterranean countries is €/Kg3and € 4.07/Kg respectively. Montenegrin bass and
sea bream together average € 8.00/kg. Average Bduption costs are in the region of € 4/kg, from
€3.68/kg to €5.24/kg. The European market for lzasb sea bream is presently 32,341 tons. Tradesprice
have been falling in real terms by 30-40% in trst fayears with the result that some of the laEjeopean
producers in Greece and Italy have gone into ligtioeh. Whilst the current Montenegrin price structure
allows for high profits in the immediate future, Eldcession will mean that Montenegro will be opeapd

to competition from EU producers, all of whom hawvaimised production costs.

It is anticipated that EU average costs will fall&€3.50/kg. As fry are imported, opportunities feducing
costs are limited. Similarly, feed is imported dhd only immediate possibility for cost reductiarthrough

a reduction in food conversion ratio - FCR. EU preets have reduced FCR from 2.8 to'24nd this
should be the target for Montenegrin producers.ouatrosts in Montenegro are low by EU standards, bu
may be expected to rise and so it will be necesgaseek productivity improvements (e.g. mechairat
and automation) to raise productivity to the EUrage of 18.45 tons per full time employee. Othemar
where potential savings could be made are:

¢ Reduction in grow out period to 15 months. In thg, i has been reduced from 19 months to 15
months for fish sold at 300-400g
¢ Reduction in mortality during grow out. EU farmsesage 80-85% survival.

Unless considerable cost reduction is achievedonti#hegro producers will not be able to exportipabfy
to EU countries. Thus, under such circumstancesfatmers are advised to concentrate on the loadteh
taking advantage of the ability to market dire¢tdyshops and restaurants and so maximise sales pric

Specific opportunity areas are:

* Increased sales to a growing tourist trade

« Improved production planning to ensure that proslace produced for the summer market

« Continuing efforts to bring down costs of produntio a level comparable with EU producers
* Implementation of effective assurance schemesgcesdfyeemphasizing product traceability

1.2.1. Marine fisheries

Marine fisheries are of particular importance to, Bthich is why accession states must harmonize thei
legislation with the Common Fisheries Policy. Légfise and institutional support required will bery
significant despite the fact that in relative terosmpared to the neighbouring states of Italy @nolatia)
the country has a very small fishery sector.

® Markovic. Z (pers com Oct 2005)

DG FISH, Study of the market for aquaculture prmtliseabass and seabream species, UniversitylafdSt2004

" FCR is the amount of feed given which results irkg increase in weight of the fish. Thus an FCR.dfmeans that
to produce 1 kg of trout, you need to feed 2.1lgglfe
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Montenegro has a coastline of 294 km. It has onemiighing port, Bar, and a number of smaller part
Herceg-Novi, Budva, Kotor and Tivat. The fleet coisps 22 vessels of which there are 19 trawlers, on
polyvalent vessel (trawler and purse seining) amu3e seiners. Of the vessels 11 vessels arel&ver
These include 9 trawlers, 1 polyvalent and 1 pweiee. The species caught comprise hake, red mullet
octopus, squid, nephrop and shrimps (gambas). Sualitities of sardinella and anchovy have beeghtau
by the purse seiners. All trawlers and purse seifish inside territorial waters. This includes ieedted
trawl fishery inside the 3 mile linift in the period January to April when vessels atewadd to fish for
gambas. Most of the trawl activity takes placeha &rea from Budva to Bar where the seabed is sandy
depth of between 80 m to 200 m. There is no agtiittside the 12 nm limit. This area is howevegésed

by Italian vessels fishing farephrops.

Figure 1: Distribution of Montenegrin fishing effon the Adriatic Sea
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All fishing vessels are licensed and the licengesigy the types of fishing gear they may use.

About 70 licences were given to subsistence fishe005°. Catches from this sector are estimated to be
1,200 tonnes. Catches are taken by vessels usial punse seines and beach seines to catch péisljc
trammel nets, gill nets and beach seines to catoitdtuna; bottom longlines, gill nets, variousagewith
hooks to catch other species such as hake, recthrant rays, and traps and tangle nets to catdtelob
Chinese nets are used in the Bojana estuary aedtacatch grey mullets and eels.

12 Current EC Legislation (Commission Regulation Na2/93 and (EC) No 973/2001) prohibits the useaf/lers inside 3 nautical
miles

13 Subsistence fishing is a term used to describetipae activity of fishers that have other jobsace retired.
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Marine resources are at their maximum sustainawel lof exploitation. The current biomass for desaér
species is 2700 tons allowing for Total Allowablat€h of 600 tons. The three-year estimate of bisrmas
pelagic species ranges between 30000 and 130080102005, the Maximum Sustainable Yield — MSY of
pelagic species is estimated at around 9000 tofistpfout there few vessels to explotf.it

The fish from the trawl fishery is exported as lelfresh fish to Italy. Only around 10% of thigaais sold
locally. The trawl fish are predominantly tradedotligh companies, Rozafa and Antivari from Bar, Wwhic
export fish to Italy via the local ferry termin&lish caught by subsistence fishers or the non ésghdish are
sold locally to restaurants and at local marketcdrtly, a distribution centre for marine produws been
founded in Kotor under the company COGI.

There are around 700 licensed recreational fisfidrs.type of fishing method is restricted largedystnall
scale long lines, rod and line and other equipnoemtained in the rule bobk Most of the recreational
fishermen are active in the Herceg-Novi area. Tharoffence types are recreational anglers fishiitgout
a permit, followed by fishing inside the prohibitiazone. The latter is very rare and is usually stake. The
fines for fishing in a prohibition zone are € 206hes for fishing without a permit are € 50-150 p#ence.

Specific problems associated with the sector afelksvs:

« Fishers have been reluctant to invest in their sshiphe majority of vessels comprise ships
decommissioned from the Italian fleet and are mitv@n 50 years of age. The Government
sponsored a credit line, but only one applicati@s mad¥.

* Investment in quality on board in poor. Ice is usadseveral vessels.

« As a result of their obsoleteness and poor equipntiea vessel activities are restricted to inshore
waters. Only a few vessels, around 4, have thectgipa fish offshore. None have worked outside
12 nautical miles.

* There is limited fishing tradition in Montenegroll Af the vessel owners are Montenegrin but a
large proportion of the crew are from Serbia oraklia because of the difficulty in finding local
crews.

e Fisher training and taking of fisher examinatios hat been organized.

* Currently, there is no room for increase in intgnsif trawling. The fishery is associated with poor
resource renewal, largely because of the local itond (comparatively fewer nutrients from river
systems in inshore waters as compared with Croathdbania). As such, it is very unlikely that the
fleet could expend further. Some potential exists the exploitation of the offshore nephrops
fishery. However, the presently capacity of thaifig fleet does not provide for development of this
fishery. The data on Catch Per Unit Effort — CPURhich has not changed in the past few years
and is ﬁbout 20 kg/h shows that equilibrium hasnbesached between exploitation and stock
renewa

“Targeted catch is a function of the biomass, whah vary significantly from year to year
15 Specifically excluding nets.
16214 credit lines’ allow for specific loans payalia employment of workers. Loans are arranged tjirdbe banks
that bear the risk. Credit support comprises twisp&redits are given at interest rates of 3-74h w provision for
repayment within 4 years, with a grace period ofawf2 months, depending on the credit line. Theddument is
supporting the Bank interest rate up to the mandtet but not more than 12%. Applicants may alsdifyuar
development projects from € 15000-50000, and foe lfish, support of up to € 100,000

! Regner, S. and A. Joksimovic, 206esearch and Development of Marine Fisheries intstuegrin Coastil
International Conference on Fisheries, Februarg2,02005 Belgrade. Proceedings of the Confererk®; 218
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* Opportunities for exploitation exist in the pelagiector (sardines and anchovy) but fishers have
little experience in this fishery and the markeponunities for these species appear to be limibed
a few options — salting for the Italian market, iag or as feed fish for tuna. None of the options
provide for good prices. However, in contrast te temersal fishery, pelagic resources in this field
are still underexploited, providing good conditidosrecruitment in the pelagic fisheries.

« Vessel overhaul can be problematic, since thesalisone overhaul site in Montenegro.

» Fishermen appear reluctant to cooperate, altholgin tiniting into several associations has been
noted lately. Joint marketing strategies and deraknt of cooperative structures, where pre
accession funding is available appears to be uglike

e The system of catch recording is inadequate. Adlsets are required to make an annual Log book
return but there is no computerized system to m®dee data.

« Lack of adequate fishing ports, which makes tyihthe vessels difficult, particularly in summer.

» Lack of specialized stores for sale of fishing gaad equipment for commercial fishing (nets, ropes
and other fishing material). All these have to badht in Italy, plus tariffs and other levies.

* The number of sites where vessels can be takeof ovwdter (slipways) is inadequate.

« Although fuel used by fishers is exempted from sasj its price is high — about €0.68/I.
Specific advantages are:

« Prices for fish are high because of the ease @sado the Italian market: € 2,500 / ton.

Fisheries inspection is carried out by three reipahlfishery inspectors responsible for checkingmits
by commercial and sports fishers and fish in reafets and markets.

1.2.3 Inland fisheries

Lake Skadar provides an important fishery for Moetgo. Two thirds of the Lake Skadar (370 km2)sfall
under the jurisdiction of the National Park. Thmaening part of the lake falls under Albanian jdretion.

Some 400 fishers are licensed. The fishers, withitundred vessels, all artisanal, target comman asing
gill nets. Total catch is estimated to be in thgioe of 100-508 tons. Other species caught in this fishery
include albornus, crucian carp and eels. Speciah$ies are also provided for these fisheries.

Around 80% of fish is sold on the informal markespecially carp where there is a strong demana for
smoked product. A further 200 t of albornus andt @9 carp is sold to the fish canning factory Riteo
Rijeka Crnojevica, which has a concession for dicatch of albornus in the Northern part of thed.ak

The Lake fisheries are controlled by 26 NationakRpuards supported by one MoAFWM inspector during
the prohibition period, which is from 15 March taJdne. Fishing is also prohibited in all Channeladre
fish congregate in the winter) and in the deepaesgtspf the Lake.

Problems associated with this fishery are as falow

8 A, Raznatovic, Senior Fishery Advisor, Nationafiareports that catches could be as low as 105 e
University of Podgorica estimates that catches Hialleen from an historic 1000 tons to 500 tons..
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» Although fishers record the catches in the log holod data on the state of the resource is podr gt
definitive view as to whether the stocks are uratesver fished.

» Some fish species have failed to realize full hstimg potential, albornus, for example, possiblgehese
activities in the peak period, the winter months, law.

The advantages are:
» Demand for Skadar Lake products is high at thel lozaket.

» Fishing is by nature inefficient and as such ipissumed that it cannot jeopardize the availatke la
resources.

1.2.4 Fish processing

There is only one fish processing plant in MontenegRibarstvo (Rijeka Crnojesa, Cetinje), which is one
of five operating canning plants in the Balkan oegiThe Company produces 5 million cans of sea fish
which is 960 tons of sardines and mackerel, wh&geaf raw material produces 5.2 cans. Raw matévial
production is imported from Italy, Croatia, and \&aia.

The Company also processes smoked Lake fish: @c@rms (of which 0.8m cans of albornus (or 147 tons)
and 0.1m cans of carp cans (70 téhs) kg of carp produces 2 cans, 1kg of alborno peed 5.5 cans. The
Company employs 109 workers. However, with opeiihg new plant in Bar, the number should expand to
150. This plant would produce around 20m cans peuia, which is equivalent to around 3000 tons i fi

Three other small scale trading companies exig,iorKotor and two in Bar. Total employment fronesle
companies amounts to no more than 17 workers OrieesE companies (Rozafa Bar) buys and sells fish
from Montenegro and Albania and is responsible dgporting Montenegrin white fish to Italy. These
producers are selling predominantly ‘low riSkish products, i.e. fresh whole marine fish (traalght or
from fish farms).

There are a series of planned processing estaldigismvith exporting perspectives to be developethén
short term. They would produce the following tygemducts:

» canned preserved anchovies (High risk product); i2om Ribarstvo.

* smoked canned carp and trout (High risk produan@any Ribarstvo.

e re-packed frozen fish (Low-Medium risk product),pionted from Norway and possibly Spain,
which may include filleting, processing and expagtiCompany OceanGold.

191 kg of carp produces 2cans, 1kg of alborno presi&5 cans. Sun-flower oil from Serbia.

20 Risk may be defined as:

“a function of the probability of an adverse heaffect and the severity of that effect, conseqaktatia hazard”
Therefore risk can be viewed as a function of sgvef hazard and the probability that is mightsari The table below
indicates how hazard might be classified. Clasgiiiim of hazards according to risk is a key pathefinspectors work,
and can only be undertaken with a detailed knovdeofgthe hazards and associated health risks assdavith the
particular species and products for which the ingpeis responsible. Allocation of priorities withieach category
requires detailed information on the severity aredjiency of the hazard.

Effect of risk and severity on food safety priorites

Risk of hazard occuring Mild Severe
HIGH Medium priority High priority hazards to receiveetimain focus of the contrql
system
LOW Low priority hazards Medium priority
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* Trout filleted, smoked and fresh (Medium-High rigloducts); Company Agua d’Or which also has
trout farms;

Another two trout farms expressed interest in ggtprocessing facilities for filleting and smokitrgut.
Neither of these are presently built.

Present fish farms do not have any type of infeestire to handle process or pack fish.

1.3 FISH MARKETING

Fish consumption is estimated at around 4 kg ppiteawhen compared with a Community average of
20.96 kg/capita, only Romania, Bulgaria and Hundeaye similar low levels of consumption.

There are various types of fish marketing. Fishsald in market stalls (the ‘green market’) or oad sides

or supplied direct to restaurants by fishermenaryé quantity of trout is sold directly to instituts such as
hospitals, schools, larger companies, etc. Marisk {bass and sea bream, etc.) and occasional small
guantities of mussels are sold, through intermesliato the larger supermarkets in Serbia.

Imports of fish and fish products from the EU idlmntenegro in 2002 was about 1,200 tons, in 20aB 50
tons and in 2004 about 650 tons. Exports from Muegeo amounts to 540 tons of demersal species:
octopus, calamari, gambas, surmullet and hake.

Trade between Serbia and Montenegro is relatively. IThe whole turnover comprises exports from

Montenegro to Serbia of about 1.5 million cans, 00 6ons of fresh trout, 100 tons of carp frdma t
Lake Skadar and small quantities of mussels, ssniband sea bass.
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2

2.1

INSTITUTIONAL CAPACITY
Ministry of Agriculture Water Management of the Republic of Montenegro

The administration body in charge, among otherghiof the marine and freshwater fisheries is tlidy

of Agriculture, Forestry and Water Management of ntémegro (MoAFWM), which has a special
importance and role in proposing and adoption sfesyic solutions in the field of fisheries, in diBpment
of fisheries policy and in undertaking the measudoesits implementation. All activities in the Fisries
sector are undertaken by one Senior Advisor wiedsis responsible for other areas of activity: (iis ttase,
bee keeping). Fisheries Inspectorate is a parthef Agricultural Inspectorate. There are three @bast
dedicated inspectors: (in Bar, in Herceg Novi an&otor), who monitor and control sea fishing eféorand
one additional inspector with shared responsibititycontrol in the Lake Skadar, inland markets amgdort
control (e.g. feed supplies).

Resources available:

Computer for the Senior advisor with internet asges

No computers for the field inspectors to allow diata entry and communication between offices;
Coast coverage by inspectors is good (one inspeotars the area of 75 km);

Inspectors are required to share vehicles witltother MOAFWM staff;

There are no dedicated FPVs but there is a memonamd understanding with the police allowing
use of a patrol vessel at least once a week. $hsesumed to be an adequate means of inspection
linked to the existing fleet size;

There is no statistical data collection system, statistician with responsibility for the collatiaf
fisheries data.

Specific issues of importance for the MOAFWM ansiection are:

Only one employee of the Ministry is responsibleffsheries and aquaculture.

Whilst there are resource deficiencies, there a®dgcommunications between the coastal staff
(inspectors) and the headquarters in Podgorica.

Log book data is collected but there is no dat@b@snsequently none of the information received
is utilised nor shared with the scientists basdddtor (See Marine Institute below);

Inspectors have received no training, all is ‘oe jibb’ / self taught. To qualify as an inspectdt, a
inspectors are required to have an Agriculturaréeginspectors are required to complete an exam
to test their knowledge of the Law.

Language capacity is generally good. Senior stddfeputy Minister, Senior Advisor for Fisheries
and Chief Inspector have active knowledge of Ehdlianguage.

According to the norms of the EU, i.e. countrieshwsimilar length of the coastal strip, the follogiis
required:

The Fisheries Directorate would employ at leasedhto four persons: for fisheries policy, for

structural support to the sector, for market retipries and possibly for aquaculture;

All countries keep a database in the fisheriesoseetsome are not quite sophisticated, but all of
them meet the elementary requirements as regardeétud keeping.

The Republican Statistics Institute — MONSTAT, keefatistics and issues the statistical yearbook.
All fisheries inspectors have been provided witiring.

The Ministry of Transport and Maritime Affairs isgponsible for safety matters on board fishingelesand
also operates a mandatory satellite surveillanseery. This system only presently covers the regioBar
and does not extend to the 10 vessels based hettoeg Novi region.
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The Veterinary Directorate is the organ that directly enforces the laws atiteroregulations, makes
decisions on rights and obligations of legal anturs persons and other operators in animal bregdin
animal health protection, production of safe pradand raw materials of animal origin and productad
use of safe animal feed. The surveillance overreafaent of regulations in this field as well as @xp of
fish products to the EU is carried out by 20 vetary inspectors. The Veterinary Directorate is the
competent authority for approval of establishmdntsfarming, processing and treatment of fish aist f
products, i.e. the authority that examines the diampe with veterinary and sanitary conditions uchs
premises for specific activities (farms, processifndish and fish products). One Senior Advisor @svthe
duties of registration, who is also the Chairmara dhree-member commission apointed by the Dirattor
upon receipt of a registration request.

Resources available:

« 34 personal computers and one laptop, of which i wternet access,

« All offices of the Veterinary Inspectorate at tloedl level have a personal computer with a prirger,
fixed telephone line with a fax, which enables fé®iv of information and quite efficient exchange
of information.

e The inspectors use 15 vehicles, while the Direttoinas 22 vehicles in total.

Specific issues of importance for the MOAFWM ansiaction are:

e Staff is highly motivated.

« Data on controls, number of samples taken, irregida found in establishments are presented to
the HQ of the Administration in the form of writteaports, where a database is made in Word and
Excel.

* Inspectors have not had the appropriate trainisg f PCs, English language, use of Vet and Euro
Lex, implementation of procedures in exports angbdrts of fish products, risk management,
identification of certificates, priorities and saing methods).

* Inspectors are doctors of veterinary medicine, péssed the professional examination.

« Qualifications of veterinary inspectors as regdatgign languages and English in particular, are
quite low.

* Inspectors do not have adequate sampling and ésstequipment. Monitoring equipment for
inspectors duties are restricted to only tempeegbuobes.

2.2 Institutional support to fisheries sector

221 The Marine Biology Institute in Kotor

The Marine Biology Institute is a member of the émbity of Montenegro. The Institute was establishne
1961, as a Laboratory of the Biology Institute Batie. Most of the academics were trained in uniwessn
Zagreb, Belgrade, Podgorica and Kragujevac.

The Institute undertakes a number of core reseagtiiities (projects) funded by the Ministry of Edtion
and Science, MoAFWM, and Ministry of Environment@totection and through collaboration with
international agencies funded by FAO.

The Institute has 10 PhD, 6 Masters and 4 youngempipes. Recruiting staff is problematic becausthe
accommodation costs and relatively low scholarships

The major activities include:
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* Research into biological activities and the maitieathos (Ministry of Environmental Protection -
MoE);

« Eutrophication, Interaction between human influeneed the quality of the seawater (MoE);

¢ Population dynamics (MOAFWM);

¢ Fish behaviour (Ministry of Education and Science);

* Seaweed expansion (MoE, MoOAFWM) and effects onemyrgrounds;

¢ Resource Assessment in the Adriatic (FAO Agri-Med);

e Statistical collation of vessels and equipmentefiReg Ill A - Ancona Chamber of Commerce,
Albania and Institute);

* Anchovy Stock assessment Research - charteringshgefor trials (MoAFWM);

« Demersal resources research (MoOAFWM);

* InterREG IIl A Rimini, Mussel culture (meat and watand identification of bio-toxins - Croatia,
Albania, Montenegro and Italy).

There is no dedicated research vessel, and steekament takes place on board commercial fishissple

This allows for some rudimentary stock assessmenk wufficient to calculate the spawning stock béss

However, assessment of abiotic factors is alsoatkénl a more robust analysis of fish stocks. Thisises

on profiles of ocean temperature, salinity and dgm@sd other factors of seawater. This is requitedssess
fish distribution, stock aggregations and migrasion

The items necessary for improving the quality elits include:

e CDT (conductivity, temperature, density) probe, @2 pH/ORP sensors with OX-RED potential;
« Auto analyser for measuring nutrients in seawgibkogphate, nitrate, silicate and some metals);
¢ An optical microscope with a monitor;

« A device for cutting, grinding and polishing oftistolith.

The Institute has access to the Navy hydrologyelessd the procedure of potential taking over efibssel
by the University of Montenegro for the needs @ bhstitute and other stakeholders is underway.vEssel
would be equipped with the items stated above.

2.2.2 Faculty of Biology
The Faculty has been in operation since 1991. HoelBy's fisheries Laboratory has 3 PhD and 2 .

The Faculty has been in operation since 1991. Twrlfy's fisheries Laboratory is located in theulag
premises in Podgorica. The Faculty has 3 PhD aasbRtant lecturers.

The current research activities include:

» Fish Population structure in Lake Skadar and lairge systems;
+ Biomass Assessment;

e Fish Diseases and parasitology;

» Protection of endemic fish species;

¢ Providing technical advice for restocking of theers;

¢ Environmental Impact assessment;

* The impact of pollution on fish.

These projects are funded MOAFWM and Ministry ofiEation and Science.
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2.2.3. National Parks of Montenegro

The Public Enterprise National Parks of Montenagra state body responsible for four national pafke
National Park Lake Skadar is responsible for igglicences and for control of fishermen on the Laidaile
others are responsible for rivers on the territafrthe respective national parks. The organizatiociuding
other national parks in Montenegro, raises abo@0fX00, per annum from licensing fees, tourism samt
extraction. And further 35% funding is availablerfr the State Budget. There are 26 guards employed i
Lake Skadar. The organization is about to recebvendllion from the World Bank Global Ecology Progra

in order to provide support to the strategic acptam, including fisheries.

2.2.4. MONSTAT - Statistics Institute of Montenegro

The Statistics Institute of Montenegro is in chaojeasks relating to preparation and implementati6
numerous statistical researches. The reform proodbe statistical service shall enable collectfiglata in
line with the EU standards.

2.2.5. Food Control Linkages

The diagram below identified the linkages betwdss national administration bodies of Montenegro and
their respective responsibilities.

Figure 5 Structure of the public services for foodstuffiareterinary in Montenegro

Ministry of health Veterinary directory Ministry of economy

,, l l

Sanitary
Control

Quality
Control

Veterinary
Control

Institute of public Diagnostic Center of
health veterinary laboratory ecotoxicologic
(microbiological (animal disease examination
analysis of foodstuff) analyses, ( heavy metals, residue
microbiological and in foodstuff)
serologic analyses of

foodstuff and animal
feed)

The Ministry of Health is responsible for sanitasgntrol and consumer related activities. There ds n
interaction with the fisheries sector.
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Veterinary Diagnostic Laboratory

The Veterinary Diagnostic Laboratory falls undeg tiesponsibility of the MOAFWM. The Laboratory was
built during 2004 with assistance from the EAR.design, the possibility of expansion was taken into
account. At present there are no chemical analgagged out but they have good facilities avasafur
upgrading a facility to undertake chemical analygl the microbiological analyses specified in EU
legislation can currently be performed in the Labory.

A Quality Manager has been appointed and a teraebhen prepared for the supply of equipment, Haut t
Laboratory does not have any formal accreditatiatus yet.

Public Institution Centre for Ecotoxicological Resarches of Montenegro

The Centre for Ecotoxicological Researches of Moageo falls under the responsibility of the Minystrf
Environmental Protection and Physical Planning. réhes 69 staff undertaking analysis of many
environmental parameters, water contamination amcehalf of MOAWFM it carries out some of the
analysis of fish intended for exports. Work is coissioned under contract.

The Centre is well equipped and is moving towardernationally acceptable accreditation. The Centre
cannot carry out microbiological analyses and amsaljor only one dioxin congener is carried outtiWi
some additional instrumental resource the Centuédgoerform all the chemical analysis required urtte

EU legislation.

Institute of Public Health

The Institute falls under the responsibility of tiéistry of Health and is an institution with anlg tradition
in the public health, particularly in food safetyntrol and health risk assessment. Despite theddrspace,
it has the rooms necessary for laboratory foodrobahd sometimes carries out ad hoc tests on gaitso/
contamination in processing premises. The Institateies out all required microbiology analyses soams
for sanitary microbiology have recently been rettsed.

Available instrumental equipment is very limitedg.ethere is only one Gas Chromatograph (with &id
ECD) so that the full range of impurities etc. ib Eegulations cannot be screened. Other instrunmerdis

as Atomic Absorption, UV/Vis Spectrophotometer aceeptable, but there is no High Performance Liquid
Chromatograph.
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3 QUALITY CONTROL AND HEALTH REQUIREMENTS FOR FRESH F ISH AND FISH
PRODUCTS

3.1 Problems in quality control

3.1.1 Definition of responsibilities

Veterinary inspectors personally inspect all lagdiof fish (100% inspection) and approve all fistoipto
sale and export. Certain specific controls, requitmder EC specifications are not in place (e.g. fo
sulphite$® in shrimp). The veterinary inspector keeps allords of landings, shipments and hygiene
assessments and presents the information to thexiNaty Directorate in Podgori¢a Processing premises,
fish handling centres, fishing vessels, fish famns fishing vessels in Montenegro do not undertake
monitoring and control procedures. HACCP, as agutdse and preventive approach, is not understood

properly.

As a result there is an unfocused risk managemgsters and possible high level of uncertainty of
controlling determined risks. The approval systeithvthe Veterinary Directorate is applied to fishin
vessel&, which are exporting fresh fish products (unprseeéswhole or prepar&dl to the EU (ltaly) in
some cases through an approved storage establishmen

There are no exports of fish products from fismrfgin Montenegro at present.

3.1.2  Problems associated with landing sites and vessels
The following has been noted in fishing ports indeng sites:

e Fish is kept whole or eviscerated, boxed in 5kgygtgtene boxes with ice, with a plastic cover
between fish and ice, directly for export;

« Condition of polystyrene boxes is good, althougbksets do not have space for packaging room;
Boxes to be used are at least maintained coverédownerall plastic packaging (these are supplied
by the Italian importer);

* Metabisulphite is applied to shrimp (no type of wohis followed);

» Storage rooms in the vessels have poor insulatiegréded in some cases) and surfaces are not
easily cleanable. In some cases the wooden decteviish is handled after opening of the trawl net,
is in poor condition;

« Chilling in some cases is deficient, with vessalstaking ice, although it is not clear if the puot
is going for export.

%1 Directive 98/72/CE of the European Parliament @odncil, 15/10/98
#2 Data are processed on daily basis in Excel, wdufeware for processing of these data shall baiiest in 2006. the
database shall process the data on exports andtsnpaernal control, register of licences, ingp@ts and monitoring
of bioresidues, measures and prevention for dise@sgtoring
2 Note that fishing vessetio not need to be subject to individual approval, althotiiey should be subject to regular
inspections.
24 "Prepared fishery products" means unprocessedrjigh®ducts that have undergone an operation &ffptheir
anatomical wholeness, such as gutting, headirgnglifilleting, and chopping (gutting in the cafeMontenegro).
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Landing sites

In landing sites:
*« No covered area;
» There are adequate storage facilities for fishieaeaqRozafa and Antivari storage establishments at
Bar. COGiI in Kotor);
* Animals present in the surroundings;
» Sanitary and hand washing facilities for staff easily accessible;
* No dedicated water supply for vessels; Water suigpbnly available at storage establishment.

= Storage establishment (Rozafa) at landing site

* Two establishments are presently exporting to tigEozafa and Antivari). These function
as fish distribution centre, receiving fish in lbexed from vessels, weighing, re-icing box
and sending in refrigerated lorry (ferry to Italy).

* Rozafa keeps few records other than those reldatngade in and out of the store for
accounting purposes;

* There were no set procedures for health and hygiete store, or for conduct of staff;

¢ While the store seems to be structurally sounddratof walls, floors, cold storage rooms)
there are deficiencies in product flow — layoutirance of workers is the same as the
product, no temperature monitoring and recordirsgoperation and record keeping are
inadequate to comply with EU legislation, espegiat traceability;

e There are no monitoring procedures establishedngieimented by the company. The
company relies completely on veterinary inspediotkis matter;

« Supply of ice and water is considered sufficiemttf@ operation of vessels although water is
not subject to chlorine treatméht

3.2 Specific needs in quality control
3.2.1  Quality issues associated with Finfish Aquaculture

Aquaculture products are not able to be exportethéoEU market due to lack of Residue Monitoring
Programme for products of animal origin (DirectB@&23/EC) and of veterinary medicines in line witie
Annexes to Council Regulation 2377/90aying down a Community procedure for the establisht of
maximum residue limits of veterinary medicinal prots in foodstuffs of animal origin’This requirement
applies to “aquaculture animals” but not otherdighproducts.

3.2.2. Quality problems associated with mussel culte

The EU Acquis integrates the policy of food safgpgrticularly the control and hygiene issues, to be
implemented by Member States. The specific ruléstedo production of live bivalve molluscs. Member
States are required to ensure official control midpction and marketing of live bivalve molluscsel
echinoderms, live crustaceans or live marine gpette in a manner as described in the Annex Il ef th
Regulative 854/2004, laying down the specific rdlmsorganization carrying out official control ahimal
products intended for human consumption (enterdforce on January 1, 2006). The Regulative 833420
laying down specific rules as regards hygiene ofifof animal origin, also covers the detailed Siation

of live bivalve molluscs (Chapter VII).

% Water for fish handling, fish processing or iceguction for icing fish should be subject to a ciile treatment in
each plant in order to safeguard eventual bactesiafamination of the product (fresh fish, frozesthf canned fish, etc)
through the water.
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Significant potential for production and exportrofisselsMytilus galloprovincialis has been identified. A
regulatory system with supporting monitoring praged should be developed by the competent autbriti
as soon as possible in order for the sector to gatrss to the export market and also to safeglearestic
consumers and a growing tourist trade.

In fact, there is no present classification of leatvareas which would comply with the following EU
required controls:
i) monitoring of the harvest areas for conditions ljikeo give rise to hazards; essentially by
measuring:
a. contamination with faecal indicator bacteria,
b. the population of toxic algal species,
c. the level of toxin in the product.
ii) closure of harvest areas when the hazard is present
iii) certification of origin of products in distributiol ensure that only products from controlled
harvest areas are placed on the market.

There is also no environmental residue monitoripgtesn in place to check the level of environmental
contamination (heavy metals and organochlorinaiédtances, etc).

3.2.3. Quality control system assessment
Inspection

There is a need for institutional strengtheningeispect to organization and implementation of segadte
risk assessment system. A scientifically valid rassessment by the producer, following the HACCP
approach, is required to indicate the risks andrieasures required to eliminate or reduce themnto a
acceptable level.

Vessels (fishing ships and boats)

The Ministry of Agriculture, Forestry and Water Maement is responsible for approval and control of
sanitary and health conditions for fish producterfifish processing plants and from fishing vessels.

The requirements set out for the hygiene conditinngspect to design, layout, equipment and netedf
construction, have all the objective of eliminatmrgminimizing contamination of fishery productppéying
to all vessels. Where vessels are designed angpito preserve fresh fishery products for moaa 24
hours (the case of Montenegro trawlers), additisaglirements are specified, in relation to arramgs
for fish storage areas, including requirementscfalling. At a minimum this requires an insulateakbwith
drainage and impermeable and easily cleaned ssrfadéch can be used to chill and store fish with i

Vessels in Montenegro need to be upgraded in redpequality aspects for handling preserving fish
following to the above criteria.

Landing sites

Landing sites in Montenegro, in particular Bar (thain landing site for fish exports), need:
* Alockable facility for the inspectors;
* A covered area to avoid exposure of the fish tedisunlight;
« Lockable facilities for the refrigerated storagefishery products detained or declared unfit for
human consumption;
e Supply of potable water or clean sea or fresh water
* Adequate sanitary and hand washing facilities faff;s
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* Animals should be excluded (which generally wiljuée the area to be fenced);
» Restricted access to the areas where fish is hduodldisplayed:;
« Potable or clean water for washing fish.

Storage establishment at landing site

The main needs considered for upgrading the camddf the main distribution centre of fresh fistpexs
are:

» Setting procedures for health and hygiene at thre,sbr code of conduct;

» Upgrade space and layout in reference to prodaet, fentrance of workers (different from product

entries);

« Temperature monitoring and recording;

* Adequate record keeping complying with traceabil@guirements;

* Introduction of monitoring procedures by the compan

* Water treatment (e.g. chlorination).

Aquaculture (trout, carp, sea bass, sea bream)

There is a need to implement a regulatory framevior&nsure compliance with EU requirements covering
legislation, organization, monitoring plan, implemeion measures and results for submission to the
European Commission for consideration for the apgrof residue monitoring plans submitted by third
countries in accordance with Council Directive SEC. Only countries for which residue monitoring
programmes have been submitted and approved lBUtere permitted to supply farmed products of ahima
origin.

Mussel culture

The competent authorities need to organize a Spemlerational scheme for the exports of bivalved a
request approval from EU DG SANCO. This includeg tthesignation, classification, monitoring of
production areas for bivalve molluscs (e.g. mu3seid related controls as follows:

a) Classification of production areas:

» Period of classification;

* Microbiological criteria for classification of pradtion areas: limits, frequency of (re)classifioati
sampling methods, laboratory methods (in particofamethod used foE. coli / faecal coliform
analysis);

» Specification of different species areas (e.g. sfamssels) when classifying the production areas.

b) Requirements for harvesting and transportatiegigtration documents);
¢) Documents used during transport from producgiea to the establishments;
d) Conditions for relaying;
e) Monitoring programme (monitoring of productioaresting areas):
e.1l) Microbiological monitoring:

* Frequencies of sampling and sampling methods,
¢ Laboratory methods (in particular method usedsocoli/ faecal coliform analysis),
* Results;
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e.2) Chemical monitoring:

* Frequency of testing for radionuclides, and fortaaminants listed in the Annex to Directive
79/923/EEC,
e Sampling points, number and distribution with:
- Indication of how and why were they identifiedcéanographic and climatic
factors),

- Indication of whether the sampling points ardetént for "periodic monitoring"
and "intensive monitoring",

- System validation;
e.3) Phytoplankton monitoring:

« Sampling frequency and sampling method for coltgctiea water,
« Preparation method for cell count (sedimentatidinafion),
e List and cell count of toxic species monitored,
* Indication of the conditions or requirements foritshing from "periodic monitoring" to
"intensive sampling”, stressing:
- Frequency of “intensive sampling”

- Criteria for switching from "intensive monitorihgp "periodic monitoring"
e.4) Biotoxins monitoring

e Species monitored,

* Indication of species of bivalve molluscs usednasindicator of potential toxicity,
* Biotoxins monitored,

« Sampling method and sampling frequency,

e Laboratory methods;

e.5) Viral contamination monitoring

If authorities propose on-going controls directediais contamination there should be
indication of:

- proposed approach,

- analytical methods,

- results available.

f) Closure of production areas:
. Criteria and limits for closing production areas actount of microbiological and/or
chemical contaminants;
. Criteria and limits for closing/suspending prodontareas on account of the presence
of toxic species of phytoplankton in the water andbiotoxins in shellfish;
. Criteria for opening new production areas;

. Responsibility for closing and reopening productimeas and what administrative
procedure is involved;

. Indication of how closure/suspension of a producteea is notified to fishermen and
establishments

. Guarantees put in place to ensure that no bivalellusts are caught during the
production area closure/suspension period.

g) Monitoring programmes results:

* The analysis results of the previous 2 years, brakewn according to species and monitoring
location, should be provided.
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h) Control system for end product:
* Need to provide information on official checks (sdimg undertaken and analyses requested by the
control organ) on final products, own checks (utalemn by establishment management) and
supervision (by the control organ) of the own cleeskstem.
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4. HARMONISATION OF ADMINISTRATIVE AND STATUTORY REQUI REMENTS
4.1 Harmonization of Principal Food Safety Activities with the Aquis

Principal activities relate to the effective implemtation of food safety requirements (control oéltie
conditions) to fish and fishery products, in partsz, in reference to the administrative capacitgt amdustry
implementation as follows:

« Training of the various control officials on inspiea in general and on HACCP (Hazard Analysis
and Critical Points). Particular emphasis shouldyiven to specific application of HACCP to fish
and fishery products, giving attention to the spednazards and risks and respective control
mechanisms.

¢« HACCP implementation by industry operators

¢ Organizational and institutional strengthening loé Competent authority for exports of fish and
fishery products, in particular:

o Developing and implementing procedures for redisina authorisation and approval of
establishments,
0 Re-organize and/or develop and implement contrdiraanitoring systems according to the
different products,
o Developing and implementing procedures for inspectind monitoring and guides of good
manufacturing practices.
For the implementation of food safety legislatieach Member State must have appropriate admirgrat
structures to be able to carry out inspection amdrol of the implementation of the whole food Egtion.

Particular emphasis is given to food safety. IniRp004 a new EC hygiene package was adopted,iegter
into force on the 01/01/2006. The new package cs@prevised rules in the following areas:
¢ Regulation 852/2004 on the hygiene of foodstuffs;
* Regulation 853/2004 laying down specific hygienlesdor food of animal origin;
« Regulation 854/2004 laying down specific rulestfug organization of official controls on products
of animal origin intended for human consumption.

In addition to the new “farm to fork” approach, emwng all stages of the food chain (including priyna
production) the "Hazard Analysis and Critical CohtPoints" system (HACCP) was reinforced by engurin
that adequate safety procedures are identifiedeimgnted, maintained and reviewed.

Food legislation in the EU has undergone a fundaahernange in the last few years, with a substhntia
revision of the main food laws. The basic food lavget out in Council Regulation 178/2002, whichrie
the basis for Council Regulations 852/2004, 8534280d 854/2004 which provide a detailed framework f
the operation on food safety by governments and fginess operators. As well as consolidatingipiav
previously contained in a large number of horizbiad vertical laws, the new legislation sets c t
obligations of food operators in more detail. Ragjohs 852 — 854/2004 came into force drdanuary 2006
and will repeal much legislation relevant to tred# in fish and fish products.

By contrast, the laws in operation in Montenegm amixture of laws, dating back to the FederaluRép

of Yugoslavia and national laws. Any legal instrumisedating from the Federal Republic of Yugoslavia
(FRY) are likely to be out of date and incompatisi¢h current EU legislation. The legal frameworkRRY
was set by Laws, on the basis of which Rule Bot#§sng down in detail how the Law was to be pubint
operation were issued. A single Law may be ameffided time to time, and it is common to find a Laash
been re-issued and amended a number of times. WRifeLaw may still operate, Montenegro’s Parliament
has passed new Laws and amended legal instrumenitedi from Laws (such as Rule Books).

Council Regulation 178/2002rings in principles of food safety of which thaim areas of impact are:

The safety of food Article 14 brings into EU food legislation fdrd first time, the concept that food should
be safe to eat. Art. 14.1 states tHabtl shall not be placed on the market if it isafgs Art. 14.2 defines
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this as food shall be deemed to be unsafe if it is constién be: (a) injurious to health, (b) unfit forran
consumptioh This fundamentally changes the concept of foafitty and places substantial obligations on
food business operators to ensure that food isteagat at the point of consumption. A high levefand
safety is assumed to be essential for consumeidamte and the approach to food safety is basetskn
analysis designed to prevent unsafe food from emgfento the market.

Traceability— Article 18 brings in the requirement for traceailiwhich is defined athe ability to trace
and follow a food, feed, food producing animal obstance intended to be, or expected to be incatpdr
into a food or feed through all steps of productiprocessing and distributioThis is popularly portrayed
as ‘farm to forR and “sea to mé& At the very least, it should be possible to da¥l a food, feed, or any
ingredient at least one step up the supply chaie.Key part of the traceability process is recamis that is
the main drawback in Montenegro. The current Iégahework of Montenegro neither requires nor erable
the food industry to keep records that are adedoatihe traceability system. In most cases, tloends are
not kept even by food industry operators, but inSpa services do. Traceability is an important pérfood
safety systems in the EU and is key to trackingsinerce of a problem and in the withdrawal of foods
feeds which are found to be unsafe for use indbd Supply chain.

Responsibilities- Article 17 lays down the overall concept of m@sgibilities of Member States and food
and feed business operators. Article 19 lays dgvetific responsibilities of food business operatarsd
Art. 20 of feed business operators. These are rdbrkifferent from those that exist in Montenegrb@w,
effectively placing much more responsibility on flked or feed business operator for ensuring thetysaf
foods and feeds.

Rapid alert- Art. 35 and 50 require Member States to opexatpid alert system which will serve to notify
the European Food Safety Agency and other MemlzgeSof any food or feed safety problems which bccu
and which may have Community-wide implications. WHhWlontenegro may not need to have an external
rapid alert system in operation until accessiotis idesirable that the current food safety alesteays are
improved to ensure rapid and effective detectioanyf food or feed related problems.

Montenegro’s legislation is not equivalent to Redioin 178/2002. In particular, legislation does petmit
some of the key elements such as traceabilitydnes it require or enable food business operatocaitry
out checks on food safety and maintain appropriaterds to indicate that adequate systems areaoe fib
ensure food safety.

4.2.Changes required to basic food safety procedures the context of the Acquis

Informal guidance on theéAcquis indicates that the following areas need to be idemsd in the
implementation of veterinary policy in Montenegro.

« Appropriate inspection arrangements at the sitarigfn.
Inspection arrangements are inadequate and inspectire not sufficiently focused towards EU
methods of ensuring food safety.
In Montenegro both the structure of the inspecweaid the manner in which it functions need to be
altered radically. While the Law on Inspection Gotg 39/2003 lays down the terms of operation
for veterinary inspectors in detail and effectivehgates their code of conduct, the Law has litile
say about the role of inspection in ensuring foafgty and is not rooted in a basic food law. Tlats,
present, it cannot be said to make a substantid@tibation to meeting the requirement for better
inspection controls of fishery products identiflsd DG SANCO.

« Satisfactory laboratory testing arrangements.
The Upgrading of laboratory facilities will be negdand legislation dealing with sampling protocols
will need to be amended. The absence of adequstedfsease diagnostic facilities in Montenegro
needs to be addressed.
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The following administrative structures are reqdite implement thécquisin this domain:

« National competent authorities, with appropriatewers, for veterinary and animal nutrition
legislation, to be designated as responsible feraijng and ensuring the proper implementation of
legislation in this domain, with sufficient and pesly trained staff and facilities

Montenegro has the essential structures in plaecaedble designation of CAs in these areas.

e Official veterinarians designated by the competegnitral veterinary authority for, for example,
control of establishments and having access to gordpboratory infrastructures, including
equipment and satisfactory laboratory diagnostiareyements. The restructuring the Veterinary
Directorate of Montenegro and its support servigisbe needed. There is a need for rapid access to
advanced fish disease diagnosis facilities, notatyecular biological techniques to identification
and serotyping of viruses and bacteria.

« Official food inspectors designated by the competumhority for, for example, control of the
wholesomeness of foodstuffs placed on the markating access to appropriate laboratory
infrastructures. There is still some work to be @am defining the areas of responsibility of the
Montenegrin Veterinary Inspectorate and the Migistf Health. The Veterinary Directorate
reportedly has responsibility for all producers gmdcessors, whilst the Department of Health has
responsibility for retailers and consumers. Howggeme gaps were noted in the Registration of
trout producers, most of the sector having not tsedajected to any formal inspection.

« Appropriate structures and inspection arrangemeel@gted to veterinary and animal nutrition
legislation, at the site of origin and at the exétborders. Current arrangements at site of oagn
not satisfactory in Montenegro and arrangementbdoder inspection are also in need of revision.

* Overall control of relevant establishments so a®teure compliance with EC legislation thus
protecting animal health, public health and qualybject to the resolution of issues relating to
areas of responsibility, administrative arrangemempear to be satisfactory.

« A competent veterinary authority responsible fanitfication of animals, and for an up-to-date list
for registration of holdings and movement controisluding databases.

« An internal computerised system linking veterinagtharities inside the country; an external
movement control system (ANIMO, now replaced by THES) and an animal disease notification
system (ADNS). This is not in place in Montenegrml appears not to be included in immediate
plans.

* A comprehensive residue control programme, andsacto appropriate laboratory infrastructures.
Montenegro’s residue monitoring programme needetonplemented in the way that would meet
the requirements of EU legislation.

* Zoonoses control programme
While there are some controls in place, they ateadequate and would need substantial changes to
operation to permit rapid reporting at the natidesaél.

¢ Surveillance and monitoring programmes
Current programmes are not adequate, being aimed atgolicing of food operators, rather than at
ensuring safe food production.

* The right of appeal and dispute resolution by etgper
There is no evidence of such a system being inabiperor planned in Montenegro.
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4.3.Changes required to basic food safety legislation

The Food Law in force in Montenero is largely inqmatible with the requirements of Regulation 178200
and there is an urgent need to enact legislationrder to comply with the Regulation. A draft lag i
expected by the end of 2006.

This Regulation places emphasis on food operatorsrfsuring food safety. Legislative changes agaired
to enable food operators to undertake this functioa for the Veterinary Inspectorate to adopt e of
auditing and advising on food safety rather thamy@@g out direct checks. To assure consistencgsacall
food sectors and at all levels in the food supgigir, legislation will need to bring in the horizah
measures. As changes in the role and operatiomspgction of fishing vessels and food operatorsllivag
fish will need to comply with this Regulation, sgeclegislation for fish may not be justified ascammon
approach across all food sectors is required. Givervital role that potable water plays in fislogessing, it
is important that the roles and competencies ofvifterinary and public health inspectorates arénddf
clearly.

Council Regulation 852/2004 brings in new rules for the hygiene of foodstuffsni I January 2006. It
derives from Council Regulation 178/2002 and isdfage contingent on this being in force. The neieas
of concern with regard to Montenegro are:

Article 1 lays down the general rules for food lgrgg. Included in these is (a)irpary responsibility for
food safety lies with the food business operadod (b)general implementation of measures based on the
HACCP principles, together with the operation ofodofood hygiene practice, should reinforce food
business operators responsibilitidgdnder the current Law in Montenegro, primary respbility for food
safety does not lie with the food business operdtdies partly with the Veterinary Inspectoragesd partly
with the food business operator. The role of arsedey inspector is to control the food industryaingh
checking the compliance with requirements and dand, leaving it responsibility only for reachirige
compliance, without the obligation to introduce 8ystems and records that would show that all measu
have been taken in order to ensure the compliaitbecanditions and requirements. HACCP introduci®n
still in the first phase.

A strategy on HACCP introduction is required urdgras well as adequate training, both in the intpate
and the food industry.

There is also a need for urgent transformatiorhefrble of inspectorates and the Veterinary Inspats in
particular, from the role of surveillance and en@ment to the role of control, which would ensure
harmonization of the system with the EU legislatiorthe food safety. The Veterinary Inspectorateusth
also have an important role on providing advicethtofood industry as regards improvements of tuoel f
safety system. Enforcement of new legislation dgineed for this.

Chapter Il lays down the basic obligations for fdmgsiness operators. Art. 4 lays down the Generdl a
specific hygiene requirements, includidg3. Food business operators shall, as appropriatdopd the
following specific hygiene measures (e) sampling analysis This is a role which is currently mainly
carried out by inspectorates.

Enabling legislation will be needed to ensure thatl business operators are required to carry ampbng
and analysis as part of an overall programme tarensnd demonstrate compliance with EU food hygiene
legislation. Art. 5 deals with how food busines®i@tors will adopt and use HACCP systems, and SAdt.
requires food business operators to keep recordke rthem available to the Competent Authority and t
retain records for an appropriate time. Recordatirg) to food safety inspection and monitoring largely
kept by the Veterinary Inspectorates which is inpatible with any effective system for a food busme
operator to ensure and monitor its compliance wighoperation of an effective HACCP system.
Legislation is needed to ensure that all food (Beedl) business operators not only adopt a HACCRebas
approach to food safety, but also that they maintag¢ords to demonstrate that such approach ikae gnd

is operating correctly. Art. 8 requires thémber States shall encourage the developmenttioihahguides

to good practice for food hygiene and the applmatof HACCP principles in accordance with Art. 8
Among the requirements of Art. 8 is tHatl When guides to good practice are developed, shall be
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developed and disseminated by food business se(ia consultation with representatives of pastisuch
as competent authorities and consumer groups

This is a fundamental shift in the way in which palbrgans, industry and the consumer relate th eder,
so particular attention would have to be paid tergithening of human and technical resources.

Annex | deals with primary production. Part A: Hetails the record keeping required by food busines
operators. This is a major challenge for the ingusthich will require assistance and training tg puch
systems into operation.

Annex Il details the general hygiene requiremewnisdl food business operators. Chapter | detéiés t
general requirements for food premises.

Montenegrin Laws do not cover all these requiremeatisfactorily and will need to be revised (ghgough
wider food safety legislation) accordingly. Chaplledeals with training to be delivered by food mess
operators especially that related to HACCP.

Montenegro currently does not have adequate nuoflfend safety experts and thee is no legal requerd
for food business operators to introduce trainiclgeses for their staff. Legal provisions need tebacted
to enable this and resources need to be made laleatta increase access to HACCP training in both th
public and private sectors.

Council Regulation 853/2004 deals with the hygiene of foodstuffs of animal origand has specific
provisions for fishery products and for live bivalmolluscs. It is derived in part from RegulatideC)
852/2004 and therefore is contingent upon that R¢ign also being in force. It develops the lediska laid
out in Regulation (EC) 852/2002 to provide spedities for food hygiene in products of animal amigi

At present, Montenegro compliance with Directive8A991 under EU rules applied to Third Country fish
exporters is only partial:

¢ Rule Book 41/2003 does provide that fish shoulddys “at the temperature of melting ice”. This is
compatible with Directive 493/1991 and Regulati&@3/2004;

* Rule Book 41/2003 requires that vessel operatorstrkaeep temperature records and maintain
records for one year. However, it does not detaw kemperature of fishery products is to be taken,
nor provide any other sampling guidance. Inadeqgaigance is given on how temperature should
be maintained and how fish should be cooled torengood food safety;

* Rule Book 41/2003 refers to Rule Books 68/89 antP®vhich are not compatible with EU
legislation. Rule Book 68/89 is mainly concernethwiroduct standards, not food safety. Rule Book
69/90 is concerned with loading, unloading and dpamt of animal products including fish and
requires substantial amendment to meet EU standards

* Rule Book 6/2003 is mainly concerned with layingmdoproduct standards and product labelling
and contains little relating to food safety.

« Of greater concern is the operation of inspectigating to the above Rule Books as it is more
aimed at end-product inspection rather than enggadfie food handling procedures are adopted and
followed. It was also clear that even the operatibiRule Book 41/2003 is not being observed by
vessel operators and that there is an urgent wegdidress issues relating to vessel structurelfiyota
the standard of surfaces in areas where fish idladrand stored), the storage of fish on board and
the unloading of fish at ports.

Annex lll, Section VIl deals with Live Bivalve Malkcs. This is dealt with in Section 4.7.

Annex lll, Section VIl deals with fishery products
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Council Regulation 854/2004 deals with official control on products of animaigin. This sets down the
rules for official inspection for compliance witheBulations (EC) 852/2004 and 853/2004. It should be
noted that detailed rules for the conduct of doffictontrols are laid down in Regulation (EC) 88220
which will also came into force ori*Tanuary 2006. Of particular relevance is the negubrform risk-based
sampling (this is not done at present) and the faat the Competent Authority may only designate
laboratories for the analysis of samples takennguoificial controls if they are accredited to 13@025.

Chapter Il Art. 3 deals with approval of establigmts. Montenegrbas enacted the Inspection Law broadly
compatible with Art. 3. However, as no legislatierists bringing into force Regulations 852/2004 and
853/2004, no rules have been established by whiehnispections may be carried out to ensure conqggia
with EU food legislation. In addition, Art. 4.3 dsawith what official controls must include, andath
includes Art. 4.3a) audits of good hygiene practice and hazard gsialand critical control point (HACCP)

— based procedures

4.4. Food safety legislation — key actions

Informal guidance on thacquisindicates that compliance with the following areas of particular concern
and should be addressed as a matter of priorigsessing overall administrative capacity:

« Training of the various control officials on inspiea in general and on HACCP (Hazard Analysis
and Critical Points): state of advancement andréuplans.

Initial training has taken place in Montenegro, buther training is clearly needed to adapt Inspescto
their new role.

Montenegrin Veterinary Law enables the introductidrHACCP-based food safety and inspection, but the
Rule Books containing the detail of how this wippavate have not been issued. Moreover, food bisines
operators and veterinary inspectors need to by lfwikkfed on their implementation.

« HACCP implementation by food operators: state afaadement and future plans.

« Laboratories used in hygiene control and foodsanfilysis (chemical, microbiology, GMOs, etc):
present or planned activities (with time-table) ¢omply with EC systems; time-table of
accreditation according to EC law with name of adaation body; methods of sampling and
analysis (in general; for contaminants; for foodtast materials, etc.).

The requirements for chemical and micro-biologmalysis are required for a number of food sectors,
thus progress may be expected to take place atelif rates, depending on the sectoral resporigbili
of the laboratories. It is important however, fitstutilize and upgrade those laboratories mostyiko
achieve accreditation and that investments takeuwstoof the requirements of all the sectors reqgiri
the testing procedures to take place.

* Procedures for registration and authorisation t#f@ishments: state of advancement and future
plans.

Existing plans under Montenegrin Law 39/95 and 862are not adequate and will need to reflect the
need for multiple agencies to act together on tomn (e.g. fish farms) food safety, disease and
environmental controls. In the case of Montenegrirssel farming, there is a need to clarify andraefi
areas of responsibility for agencies which permd enonitor farms.

« Present (and planned) resources.

More resources will need to be dedicated to eslhed@od safety agencies to enable them to adapt to
the requirements of operating under the EU legigagnvironment.

30



Montenegro’s Fisheries Development Strategy anda€igpBuilding for Implementation of the EU CommBisheries Policy

« Present (and planned) frequency of controls.

Considerable effort will need to be devoted to enguthat controls change from being directed mainl
at policing to one of ensuring compliance with sgfion.

* Present (and planned) procedures for assessingpgndving guides of good manufacturing
practices.

Since there is no evidence that this is as yetngldrfor food operators, the issue will need to be
addressed in the near future.

« Evaluation of the control services (existing omplad audit system).
Audit systems are lacking and, being a vital p&food safety systems, should be made a priority.

e Control of imports

Actions being taken under current EU assistanceapjp be addressing this issue. Further developaien
legislation and the operation of border inspectiamesbeing carried out under the extended RFCEptoj

Montenegro Veterinary Law 11/2004 is in some nefecdasion, notably in the way in which the Lawpst

into practice. In particular, there is the needhiange the role of the Veterinary Inspectorateni® af a risk-
based assessment of food safety and auditing avidiregl food business operators, rather than simply
policing them. This could be achieved through thdeRBooks which will be published under the Law,
governing the codes of practice for the Veterinagpectorate. Training and technical assistancedvoe
necessary to allow the Veterinary Directorate tangform its role and working practices to one of
monitoring control activities.

4.5 Legislation dealing with food and feed additives,@sidues and contaminants

Both EU and Montenegrin legislation dealing witlodoand feed additives, residues and contaminaets ar
covered by a number of laws, some of a generalr@atmd some dealing with specific substances.
Generally, Montenegrin law has adequate proviswwrdéfining additives, residues and contaminandsfan
sampling foodstuffs and feedstuffs to monitor thewrels. However, there are some specific weakseisse
the system which need to be addressed.

Overall, the Laws on health suitability of food$tuédnd objects of general use 53/91, 37/260#¢ Boolon

the quantities of pesticides, metals and metallains other toxic substances, chemotherapeuticbolioa
and other substances found in foodstuff 5/92, 1132202, Rulebookof maximum quantities of harmful
substances and additives in animal feed 2/90 azquade to meet the requirements of this Regulaban,
the way they are put into practice requires someraiments. Some substances are tested for unneélgessar
For example, histamine analysis is carried outisihes, regardless of whether they are susceptibthet
problem or not, demonstrating a fundamental diffeee between the administrative and risk based
approaches. Sampling is carried out only to ensarepliance with the Law and products from each food
business operator tend to be over-sampled. The Isgmprogrammes need to be redesigned to have
strategic value, aimed at detecting problems infdloe chain, rather than regular policing of foagsimess
operators. Of greater concern is the legislatiosuipport of laws on residues in food, some of wischery

old and specifies analytical techniques which ardomger appropriate, nor in use. This is a legaly@rea.
Modern analytical techniques are being used fotyaizaof residues in foodstuffs, despite not betihg
official methods laid down in law. It is difficutb see how this can lead to effective operatiothefLaws,
especially in the case of evidence required fosgecation. There is an urgent need to revise Mogtame
legislation to take account of changes in analyteehniques. In addition, it is expected thati@tioratories
carrying out statutory analyses should operateSt0 17025 and steps should be taken to ensurehbat t
relevant laboratories achieve accreditation as swompossible. Montenegrin legislation does suptieat
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operation of accredited standards by laboratokitasor changes will be needed to allow for accradtato
ISO17025 to become the norm.

Montenegro has a single laboratory (under the @efdr Ecotoxicological Researches) able to detect
dioxing® which has only a limited ability to detect presenoot to differentiate and quantify the various
congeners of dioxins and dioxin-like PCBs. Montewegannot currently comply with any EU legislation
regarding dioxins in foodstuffs and feedstuffs he taws neither set maximum permissible levels for
dioxins, nor does the laboratory have the abibitgifferentiate between the different species okitis and
PCBs. Compliance could be achieved by relativelganequipment upgrades at a selected laboratorye(mo
than one laboratory is unlikely to be cost-effegfjvaccompanied by training in analytical techngjue
although a more cost-effective solution may be éeighate an existing National Reference Laboraitory
another country. EU legislation requires that asialis carried out to an ISO 17025 accredited stahd

There is no requirement in Montenegrin Law whichuldoallow for the provisions on Art. 9 of Council
Directive 23/1996, relating to the checks requitede carried out by processing establishments akem
reasonable efforts to ensure that the animals thegive comply with EU legislation on substanced an
residues. Since sampling is carried out to ensoingptiance with the law, rather than as part ofracstired
monitoring programme, and given the relative imaioce of aquaculture to fisheries production in
Montenegro, and its potential for development,gherity should be given to adopting the samplitrategy
identified in Annex lll at the earliest opportunifjhe substances listed in Annex Il and Il (inchgithose
listed in Annex IV of Regulation (EEC) 2377/1990)psld be tested in aguaculture. The same questien o
the approved versus the actual analytical techsigged to monitor residues and other substancessasl
under Regulation (EC) 466/2001 applies.

Council Regulation 2377/1990egulates residues of veterinary medicines in $adts of animal origin.
Here follows only the parts of the Regulation thelate to aquaculture fish. Montenegrin legislatsbates
that residues of antibiotics and hormones are eohijtted in food products. In effect this is esistid by
the limit of detection which should be at leastigglent to the levels laid down in Regulation 23PQ0.
These levels can be achieved by one laboratory amt&hegro (under the Centre for Ecotoxicological
Researches) although at present only those anaytasfied in the Montenegro Rule Book are covedrgd
routine analysis.

Council Directive 23/1999deals with undesirable substances in productsiiimal nutrition. The current
laboratory capacity would be sufficient to ensuoenpliance with the Directive although at preserit aib
specified analytes are sought in regular analysis.

Council Regulation (EC) 1831/2003jeals with the use of additives in animal feedgdgts of trout and
sea bream from aquaculture in Montenegro are bali¢w be very low, and none are made to the EUteThe
is unlikely to be a need for either country to compith this Regulation in the immediate futurethalugh it
would form part of compliance for Accession. Morggrin legislation on fish feeds is very limited and
confined to the standards laid out in the Rulebookquality and other requirements for animal feed
20/2000. The standards are for basic compositicieeds and permitted additives for use on animadise
and does not deal with wider quality of safety é&suGiven that feeds to marine fish farming areairtgal
from the EU as is much feed for trout farming, kisot an area of major concern.

It should be noted that the lack of a residue amdtazninant monitoring programme in accordance \&ith
legislation and approved by the European Commissitineffectively prevent the export of aquaculture
projects from Montenegro to the EU.

Changes are needed to Montenegrin legislation sidues and contaminants (including Rule Book on the
quantities of pesticides, metals and metalloids @thér toxic substances, chemotherapeutics, amahod
other substances found in foodstuff 5/92, 11/92/032 Rulebookof maximum quantities of harmful

26 Council Regulation (EC) 466/2001 sets down spetéfiels permitted for contamination with dioxinfex I,
Table 5)
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substances and additives in animal feed 2/90 atebBak of modifications and amendments to the &b

on maximum quantities of substances and additimeanimal feed 27/90) to extend their scope to cover
substances not currently included and to changarmem permissible levels. Easier access to laborator
facilities by food business operators will be neegg in the longer term to enable food businessabpes to
undertake analysis on residues and contaminants tineir obligations for ensuring food safety.

4.6.Fish diseases legislation

EU legislation on the control of fish diseasesugently being amended and consolidated. At presery a
consultation document is available, COM (2005) @ngeems unlikely that a revised draft will be @dc
before the European Parliament in the next twosye€Hne main change that the proposed legislatiomg$r
is to change from an approach of control of fistedses to one of prevention. Other provisionsileeby lto
be broadly similar to those of the two main itenfisfish disease control legislation, Council Dirset
67/1991 and 53/1993.

Montenegro has limited ability to detect and diagmbish disease, especially viral infections. Altgb there

is a Veterinary Diagnostic Laboratory in Podgoritaglies on sending samples for diagnostic exaton

to the Veterinary Laboratory in Belgrade. In terofisvhat is required by Directive 53/1993, this nment be

a serious problem as the National Reference Latgréor fish diseases may be located in another bam
State (Art. 12.4) and the existing arrangement sihg the Veterinary Laboratory in Belgrade could
continue, with the Competent Authority in Monteregppointing it as the National Reference Laboyator

With regard to the granting of permits for aquaadt establishment, registering them, zoning and the
definition of approved and non-approved zones arth$, and the control of fish diseases, the current
situation is unsatisfactory. There is no Rule Bémkapproving aquaculture establishments and nisterg
which could comply with Directive 53/1993. Monteni@g legislation relating to the approval and
registration of aquaculture establishments anddmérol of fish diseases is in need of substanghalion. It

is uncertain as to exactly which legislation applie the approval for some aquaculture activitiegably
mussel farms. It is not clear either in law or ohmanistrational structure who should be responsfble
approval and registration of aquaculture producsies and there are no written procedures for e
situation is particularly confusing with regardnwssel farming which appears to be in a legal limith no
agency having formal legal status for approvalemistration. A central register of establishmetdgether
with designation of approved and non-approved faand zones will be needed to be operated in
conjunction with revised fish disease legislatidiis will need laboratory support in the diagnoaigl
identification of fish diseases which is currentiyt available.

4.7.The development of mussel farming

There are a number of legal constraints to theldpugent of mussel farming for export to the EU. Tlasv

on Marine Fisheries lays down the rules on siteifipation and licensing. However, whilst MOAFWM is
responsible for granting approvals for mussel farting list of 10 conditions includes the approviabther
administrations leading to confusion and delaysniplementation of site licenses. The Marine Biology
Institute in Kotor has granted approvals so fat,this appears to be without legal basis. Them@misirgent
need to simplify the procedure for site licensing.

It should be noted that the Shellfish Waters Divec{EEC) 923/1979 provides inadequate guidance on
standards for shellfish waters. The Water FramewBitective (EC) 60/2000 will replace Directive
923/1979 by 2013, so no guidelines are yet avalabindicate what standards will be required fazliéish
waters. It is anticipated that there will need #oabsubstantial investment in improving the quadityvaters.

In the case of mussel farming, this could involvensiderable investment in sewage treatment for
developments around Boka Kotorska.

In addition to granting approvals for mussel farrtitgere is also an urgent need to comply with the
requirements for the establishment and operatiobiagilve farms and the placing on the market o liv
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bivalve molluscs detailed in Annex Ill, Section Miif Regulation (EC) 853/2004 and the inspectiateda

laid down in Annex Il, Chapter 1l oRegulation 854/200Q4Legislation is required to define criteria and
conditions in compliance with these Regulations.bhief, these require that areas for the growind an
relaying of bivalve molluscs must be designatedtiy Competent Authority and clearly delimited. In
addition, a sampling programme must be brought imonitor environmental contaminants in seawater an
sediments, the presence of toxic algal blooms &edptesence of algal biotoxins in the bivalves.hSac
sampling programme must cover all growing areasyiy areas and purification centres and poses a
considerable burden on the Competent Authority aétbociated costs.

Essential elements of the sampling programme are:
The classification of waters for bivalve molluscimfegulation (EC) 454/2004 Annex Il, Chapter Il A

» Class A -ive bivalve molluscs may be collected for diraatrtan consumption.

¢ Class B Hive bivalve molluscs may be collected but placedhe market only after treatment in a
purification centre or after relaying so as to méee standards referred to in para 3. Live bivalve
molluscs from these areas must not exceed theslmhit five-tube, three dilution Most Probably
Number (MPN) test of 4 6@0.coli per 100g of flesh and intravalvular fluid.

« Class C dive bivalve molluscs may be collected but placedh® market only after relaying for a
long period so as to meet the health standardsnedeto in para 3. Live bivalve molluscs from
these areas must not exceed the limits of a five;tthree dilution MPN test of 46 O@Dcoli per
100g of flesh and intravalvular fluid

In addition, live bivalve molluscs must also mdst following criteria for the Maximum Residue Level
(MRL) of algal biotoxins:

Table 3: MRLs for shellfish toxins

Toxin MRL and units
Paralytic shellfish poison (PSP) 800 microgramskilegram
Amnesic shellfish poison (ASP), 20 milligrams ofwtmic acid per kilogram

Okadaic acid, dinophysistoxins and 160 micrograms of okadaic acid equivalents per

pectenotoxins kilogram;
Yessotoxins 1 milligram of yessotoxin equivalent bigogram
Azaspiracids 160 micrograms of azaspiracid equitalper kilogram.

4.8.Developing Fish Product Exports

There are currently limited exports of fishery puots from Montenegro to the EU. To enable and erags
exports, a number of key steps need to be taken:

* Agreement on the Competent Authority with EU DG S20L

* Agree with DG SANCO a sampling programme in comml@with Annexes I-IV of Directive (EC)
23/1996 to monitor certain substances and residues.
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This will be essential for any products of aquamdtto be exported to the EU (note that it is not
required for wild fish). Regulation (EEC) 2377/1990ovides details of maximum residue levels
permitted in foodstuffs of animal origin and iddiess specific levels permitted in fish. Compliarveith

the above legislation is dependent on the labdestaappointed by the Competent Authority being
accredited by a body recognised by the EU to ISQ%70

« Compliance with Directive (EEC) 493/1991 will becessary in the immediate future.

While this will be repealed within the EU with effform ' January 20086, it will continue to be used as
a guideline for fishery imports from Third CoungieEffectively, this means that Montenegro must
conform to current EU health and hygiene standfmdfishery products. In the longer term, and ag pa
of the accession process, compliance with Reguist{EC) 178/2002 and 852-954/2005 will be needed.

« For the export of whole, fresh, unprocessed fismmiance with the hygiene regulations should be
relatively straightforward.

The export of fish originating from aquaculture lwieed to comply with Commission Decision (EC)
858/2003. Further, if fish are to be exported wholet eviscerated, compliance with disease controls
contained in Directive (EEC) 67/1991 will be neededwhatever form the fish is exported, compliance
with Art.11 of Directive (EEC) 493/1991 will be nexsary. The lack of direct and rapid access to fish
disease diagnostic facilities may be a constraitihé export of fish from aquaculture. A plan feating
with this issue should be proposed and its impleatem with DG SANCO agreed.

¢ Compliance with Directive (EEC) 493/1991 and therent EU food hygiene legislation.

This will be difficult for many fish farms and pregsors in Montenegro and steps will need to bentake
to upgrade facilities and introduce HACCP princpl€he absolute minimum that would be required to
enable the export of whole, fresh fish would be phevision of ice made from potable water. If fish
were to be eviscerated before export, upgradinfadiities would be costly, possibly involving the
construction of new handling and processing faedibn fish farms.

* To allow the development of mussel

The steps required for mussel culture identifiedvatneed to be adopted. In particular, the samjalivty
monitoring programme for bacterial contaminatiod aollutants needs to be brought in.

In the longer term, compliance with Regulations-852/2004 will involve much greater investment bioth
facilities and in training for enterprises and thi#l need to be mirrored by investments in insp@cttand
training by the Competent Authority.

4.9.Laboratory Control

4.9.1. General requirements
As part of the general policy of the EU in the aoédishery products there is a need for the chahand
microbiological examination of fish and fish protki@and also environmental analysis of the areas of
production.

There are several official documents which lay donethods of sampling, methods of analysis to be,use
analytes and their acceptable limits or rangeoriter to export any products it will be necessanythe
countries to have available laboratories which canfirm that the produce conforms in full to cutren
legislation and issue a certificate to that eff€éct this certificate to have any validity in anher country
the certifying laboratory must be recognised asirttathe capability and competence to carry out the
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determinations which are specified in the certtécdn practice this means that any laboratoryyoagrout
such work must be accredited to the internationeflyognised standard ISO/IEC 17025. To have full
international validity the Accrediting Body (AB) sessing the laboratory must be a member or associat
member of the European Co-operation for Accredita{EA) or have signed a Multilateral Agreementhwit
the EA, the International Accreditation Co-operat{tLAC) or the International Accreditation ForumdF).

The result of such recognition is that parties sashpurchasers, regulators and insurers who mig¥e h
insisted on results being obtained from a laboyasmcredited by their own national AB will accepsults
from other accredited sources. This facilitatesittiernational acceptance of goods traded acrossebo
and supports intergovernmental trade agreementg.p&nson who imports produce from another country
will require a certificate of analysis confirminigat the produce complies with current legislatidnless the
certificate is issued by a laboratory which is adied to ISO/IEC 17025, the importer will ask fepeat
analyses to be carried out by a suitably accreditearatory at a significant cost to the exporter.

The laboratoriesin Montenegro are in the Government sector. Inti@ato fisheries produce there are two
main areas for which an accredited laboratory iquired: chemical analyses and microbiological
examination. Montenegro has no laboratories whiehagpropriately accredited to carry out analyseshy
would fully satisfy current EU Directives and Lelgion in either of these areas. There is alsaetent no
organisation in Montenegro which is capable of hxitemical and microbiological analyses on one site.

There is therefore a need for official laboratoriesget an accreditation status which is intermetily
acceptable in both chemical analysis and in miciolgical analysis.

In general the facilities in terms of space andimgent are of a good standard and with suitable
refurbishment and/or supply of instrumentation mafsthe laboratories would be capable of performing
most of the analyses that are required by EU laiisi. However, equipment required for the deteatidam

of biotoxins, the full range of dioxin congenerslaall of the specified PCBs is highly sophisticatet
expensive so that it would be inappropriate to ekp# laboratories to be expected to perform asesyfor

all those compounds.

The capabilities of the chemistry laboratories vaoysiderably. Therefore to fully equip a laborgttw
carry out the full range of analyses required byl&gislation will also vary.

Microbiological laboratories are already capableaifrying out analysis for the pathogens specifigukir
needs will be refinements such as upgrading equipwreusing such instruments as automated platkersa
etc. This should not require an exceptionally lanyestment and can be phased in over a period.

None of the laboratories carrying out chemical gsed (C) can analyse for any of the biotoxins sgetor,
except as mentioned below, for any of the dioxingamers. All laboratories carrying out microbiolayi
analyses (M) can analyse for all the pathogensfepec

To overcome this problem there would be two possiays of proceeding:

1. To begin with a new facility and equip it withet necessary instrumentation to perform the fuleaof
analyses. This is obviously an expensive undergp&imd the equipment and instrumentation alone Quith
building costs) would cost in the region of €10000(h this category there is the new building a th
Veterinary Diagnostic Laboratory, Podgorica, whiths space allocated within the building for a Food
Safety Laboratory. This organisation would needlbtain a recognised accreditation status which @oul
probably take at least two years to achieve.

2. To provide funds to an existing laboratory to passh the extra instrumentation necessary to perform
all the required analyses. Since the infrastructme basic laboratory supplies are already in pilaice
would be a much cheaper option and would costerrélgion of €250,000. In this category there is the
Centre for Ecotoxicological Researches of Monteoegr
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Chemistry AnalysisAnalytes required by legislation can be grouped main categories:
Histamine
Bio toxins
Dioxins, furans, dioxin-like PCBs
Other PCBs
Antibiotics
Veterinary drugs
Contaminants, e.g.:
organochlorine pesticides
organophosphorus pesticides
metals
mycotoxins
dyes

Foods including fish would also be analysed fomeical composition, e.g.:
Protein (nitrogen) and total volatile basic niteag
Fat
Ash
Moisture

Sediments and water may be analysed for:
metals
pesticides
dioxins
PCBs
Algal bio toxins

Fish feeds must also be analysed for:
metals
organochlorine pesticides

To carry out this range of analyses to the requiimds of quantification a laboratory would neeal bhe
equipped with a range of instrumentation including:
e Gas Chromatographs with a range of detectors (B¢, Mass Spectrometry (MS) and MS-MS)
* High Performance Liquid Chromatographs with detec{tV, fluorimetric, MS and MS-MS)
« Atomic Absorption Spectrometer
¢ Other Spectrometers (e.g., UV/Vis, IR, FTIR)
* Food Composition equipment (e.g., auto Kjeldahlgtdraction)

This would need to be backed up with a range oéssary glassware and normal laboratory supplies.

Microbiological AnalysisOrganisms which have limits applied in watemfésxd fish products:
Salmonella
Staphylococci
Clostridia
Proteus spp
Escherichia coli

Equipment requirements fully equipped microbiology laboratory should bble to analyse for all of these
organisms to the necessary specificity and seitgitiv

Full equipping of a laboratory to carry out thel ftdnge of analyses required by EU legislation Ishaty
and the list below gives an indication of a genesdimate of the cost for each laboratory.
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4.9.2. Capacity and requirements for Laboratory upgrades

Chemistry

Center for Ecotoxicological Researches

The laboratory is JUAT accredited and well equippedi staffed. The present accommodation is just
sufficient but the organisation could also use Iogduildings to expand. The laboratory is perforgninost

of the required analyses and with some additiomstrumentation would be able to carry out all taiet
needed. The cost would be €350000:

HPLC Fluorimetric detection € 100000 Biotoxi@R
HPLC MS detection € 100000 Biotoxins
HR GC MS detection € 80000 Dioxins
GC MSMS detection € 70000 Vet drugs

Veterinary Diagnostic Laboratory

Although this laboratory does not carry out anymloal analyses at present it is housed in recdnilit,
purpose-designed accommodation and it was envisthgeédthemical analyses would be carried out there.
To carry out the full range of analyses would reginstrumentation costing €745,500 for both M @ndbut

€ 305000 for just C.:
GC ECD € 40,000 OC pesticides)
GC NPD € 40,000 OP pesticides
Atomic Abs. Spec. € 120,000 Metals
Others € 105.000 Mycotox, Dyes, VB
(HPLC UV detection € 50,000 Histamine, Antitics,
Mycotoxins, Dye$}
(HPLC Fluorimetric detection € 100,000 Biotuxi OR)
((HPLC MS detection € 100,000 Biotoxins)
(HR GC MS detection € 80,000 Dioxins)
(GC MS detection € 70,000 PCBs)
(GC MSMS detection € 70,000 Vet drugs)
Microbiology

Both laboratories can analyse for all the requyathogens with current equipment although more agpa
may be needed in future. Neither laboratory is Ja&gredited

Institute of Public Health
The laboratory is not accredited and the accomnmu# appropriate.

Veterinary Diagnostic Laboratory
The laboratory is not accredited but is perforntimgrequired analyses in purpose-built accommonatio

Summary and Recommendation

The Centre for Ecotoxicological Researches wouldlle to carry out all the chemical analyses reguir
with a relatively modest investment and its experéewith an international accreditation body woeitcible
it to gain appropriate accreditation within two geealf it is more appropriate that both chemicat an
microbiological analyses should be carried outfengame site, then the purpose-built accommodatitime

2" Brackets denote possible option for expenditure
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Veterinary Diagnostic Laboratory should be usechveippropriate equipment provision. The organisation
would be required to gain accreditation in bothdseso the process would take several years.pitaposed
that CARDS support be made available first to tlemt€e for Ecotoxicological Researches to undertake
Chemical analysis and for the Veterinary Diagnodtaboratory to be equipped to undertake Micro
biological analysis. The latter will be accommodate a second phase of the programme. Equipping the
Veterinary Diagnostic Laboratory to undertake Cleahanalysis will be taken at a later stage.

Equipment requirements for laboratories

Analyte
Chemistry Micro

Ecotox IPH VetDiagLab
Histamine * (50000)
Biotoxins 10000( (100000
Dioxins etc 80000 (100000)
PCBs * (70000)
Antibiotics * (50000)
Vet Drugs 70000 (70000)
oC * 4000(
oP * 40000
Metals * 12000(
Mycotox * 50000
Dyes 5000(
TVB-N * 5000
Total Cost 25000(
Salmonella * *
Staphs * *
Clostridia * *
Proteus spp * *
E coli * *

* denotes with existing capacity to undertake thalgsi
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4.10. Fisheries Legislation and Activities Requiring Chage Under the Acquis

4.10.1 Compliance with EC Fisherieg\cquis

In its Marine fisheries Law Montenegro satisfiesngoof key requirements of the fisheries componehts
Acquis

It has an administration that carries out inspectamd control of fishing fleet activities and intkn
activities, and inspection of fish in the procegsamd marketing activities.

It manages fishing quotas, effort and licenses)empnts technical measures.

Inspectors can ensure the compliance with Communigs within national waters.

Legislation as well as judicial structures are tépaf applying appropriate measures (administeadiv
criminal proceedings, application of dissuasivecians) against persons failing to comply with the
rules of the national policy.

It has a fledgling satellite surveillance systemiohihis applied to a its fleet, but the operaticada is
restricted to South of Budva and excludes vesssesdin the Northern most ports.

It collects fleet/biological/economic data neededthe implementation of the policy.

Specific areas of weakness are as follows:

1.

There are insufficient administrative staff in pdoebe able to implement policy. Most specifically,
MoAFWM has very limited capacity (1 staff membendygrio implement and manage the national (or
pre accession) policies for fisheries and aquarjlin particular structural programmes co-finanbgd
pre accession funding and ultimately monies avklgtirough the European Fisheries Fund.

The fisheries inspectorate has no capacity to imefe control measures outside the areas of taalitor
jurisdiction.

Whilst it has much of the Legislation in force toplement the core requirements of the CFP, some of
the Legislation requires updating to reflect Comityustandards.

The most specific weakness are in the area of tiegoand recording of data which is a requirement
needed to support some of the core EC regulations:

¢ Council Regulation (EC) No 2847/93 of 12 Octobe®3 @stablishing a control system applicable to
the common fisheries policy (OJ L 261, 20.10.1923))

* Council Regulation (EC) No 104/2000 of 17 Decent#99 on the common organisation of the
markets in fishery and aquaculture products 0J,12171.2000,

* Council Regulation (EC) No 1543/2000, of 29 Juneé@6stablishing a Community framework for
the collection and management of the fisheries de¢aled to conduct the common fisheries policy,
Council Regulation (EC) No 1543/2000, OJ L 176,/1300,

« Commission Regulation (EC) No 1639/2001 of 25 Q@1 establishing the minimum and
extended Community programmes for the collectiodaté in the fisheries sector and laying down
detailed rules for the application of Council Regign (EC) No 1543/2000

There is no catch or fleet data base, a validasigstem including cross reference checking, and the
sector does not have the capacity to meet thetiegabligations.

It does not have the necessary equipment to ettseientrol of fishing activities, such as sunagilte
vessels, aircraft, land vehicles.
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7. It has no administration in place to implement cammmarketing standards (in particular respect z# si
and freshness categories) in ports and on wholesatkets and of consumer information requirements;
or controls of quantities that are withdrawn frdme tarket due to not being suitable for consumption
to intervention mechanisms.

8. The industry (at least for the present) is disgagaid has an aversion to forming producer orgdoirat

9. The scientific research establishments are insaffity equipped to adequately carry out resource

assessment work in compliance with:

» Council Regulation (EEC) No 3760/92 (3) establighinCommunity system for fisheries and
aquaculture. OJ L 389, 31.12.1992, p.

* Council Regulation (EC) No 2371/2002 of 20 Decenf#2 on the conservation and sustainable
exploitation of fisheries resources under the Comiisheries Policy.

* Council Regulation (EC) No 1626/94 of 27 June 1R§inhg down certain technical measures for
the conservation of fishery resources in the Mediteean (OJ L 171, 6.7.1994, p. 1)

Given the experience from other countries for impating change, and the time delays associated with
establishing coherent systems, the Government pesgpdo introduce the changes that will ensure
compliance with the key componertsquisat an early stage. Issues such as addressing Comardeting
standards can be accommodated at a slower padeufzaly as the corner stone to this activity,cpri
support, is not considered to be a tool that velbpplied widely within the Mediterranean.

4.10.2.Summary of national fisheries legislation

The Montenegrin Law on Marine Fisheries was adopté&t003. The Decree on the Proclamation of the Law
on Marine Fishery (No 01/878/2) regulates genesaldact in marine fisheries. According to the Lahe t
territorial waters and their living resources dre property of the State. The Law also regulatesgsue of
licences. Fishing and mariculture activities irriterial waters are allowed only for citizens, oitjt venture
companies, the capital of which must be partlyahdstic origin.

* Avrticle 11 specifies the permits / licence condipincluding amount of fee to be paid

* Article 12 specifies vessel capacity measurements

» Article 14 specifies the types of gears that maysed for large-scale commercial fishing vessels:
0 Bottom towed nets

Pelagic (floating) trawls

Purse seine nets

Shore seines

Shore trawls

Set nets

Fish traps

Fishing with harpoons without official lights

Fishing with long lines

Traps

Catching of shells

OO0OO0OO0OO0ODO0OO0OO0OO0OOo

« Articles 19-26 relate to the activities of sposhfers.

e Articles 27 -34 outline the conditions for cultiiat of fish and other marine organisms.

¢ Articles 35 to 49 deal with prohibitions (close@as and seasons, the banning of the use of specific
gears and explosives etc) specifies the gearsnilagt be used by small scale vessels, technical
characteristics of meshes, modes of aim and usetsfand other fishing gear for professional and
sport fisheries, gear for shellfish ( 960-962).

e Article 50 deals with the prohibition of catchingdatrading in juvenile fish.

* Articles 51 and 52 specify the use log books.

» Article 54 deals with surveillance.
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* Articles 55-67 deal with the issue of penalties padalty schedules.
There are also Rule Books on:

1. The Construction and Technical Basis of mesh sie#hod of use and purpose of some types of net
and other tools for commercial and sport-recreatidishing, taking on shellfish, corals, sponges
and marine vegetation.

This regulation specifies the use of specific gelaussh sizes and prohibitions. Some specific prongs
are as follows:

* mesh sizes must be not smaller than 20 mm (cod amdi0 mm in the wings of a towed net
(measures from knot to knot along the length ofrtiesh side);

* purse seine mesh sizes must be not less than 1hrany part of the net, whilst its length can
be a maximum of 800 metres and vertical drop ofh2@res;

» Fishing with coastal trawls inside 3 nm is allowedhe period 1 January to 1 March;

» Fishing for tunidae may be done with encirclingsnéteach seines, gillnets and longlines but
subject to the following restrictions: 40 mm forcenling nets, 28 mm in beach seines, 100 mm
in tuna gill nets.

2. Prohibition on selling juvenile fish
This provides the basis for Montenegrin MLS (MinimilLanding Sizes)
3. Form, contents and keeping of registers on fisbingultivation activities.

This relates to the keeping of registers or keepitag book but submissions are required at only 6
monthly intervals. Daily catches are however vedfby the fisheries inspector on landing.

4. Setting of the line where water ceases to be stityin rivers that flow into the sea and theisgtt
of boundaries.

This relates to areas where fishing is not peruhitte
The need for enactment of a Law on Coastal Seaaritdhegro has been pointed to.

Inland fisheries activities in Montenegro are reged by the Freshwater Fisheries Law (Official Glazef
the Republic of FRY, 35/94) and its Acts. A newdhwater Fisheries Law is being drafted.

4.10.3. The Common Fisheries Policy

The scope of the Common Fisheries Policy extend®bservation, management and exploitation of ¢jvin
aquatic resources and aquaculture, as well aset@ribcessing and marketing of fishery and aquaeultu
products (EC Regulation 2371/2002).

One of principal issues of CAP are catch and efiimits. Effort limitation in terms of restrictindays at sea
per vessel is likely to be a restriction as applidtthin the Mediterranean (EC Regulation 2371/2002)

Multi-annual plans may be established when fisltlkstcare deemed to be over-exploited. MAPs include
rules on: annual catch and/or fishing effort limther specific management measures, includingatkiag
account also of the effect on other species. Thesapplied across all the participating statesiwvbshare
the exploitation of a specific stock (EC Regulatk3v1/2002).
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Access by foreign fishermen within twelve miles daa achieved only if these fishers have had histori
rights access (2371/2002).

Within 12 nautical miles, Member States are ableattopt their own conservation and management
measures, provided that the Community has not adapeasures addressing conservation and management
specifically for this area, but it is expected thia¢se will be no less stringent than existing Camity
legislation. More stringent restrictions may be leggband will apply to any foreign fisher fishingside 12

miles (2371/2002).

Reference levels for fishing capacity which may betexceeded are set. A special Community fadiity
promote scrapping of fishing vessels and nationttygexit schemes (2371/2002), The entry of newacéy
into the fleet is compensated by the previous wéha@l without public aid of at least the same antain
capacity (EC Regulation 2371/2002).

Each Member State should maintain a national regdt fishing vessels which should be made avaslabl
the Commission for the purposes of monitoring ike ef the Member States' fleets (EC Reg 2371/2002)

Montenegro retains a national register of fishimgsels. Access to the fishery is governed on recéip
payment for an annual licence fee.

Fishing Conditions & Reporting
Under Community Law all vessels are required tcetelicence on board (2371/2002).
Montenegro does have an adequate licensing schrephace.

EC Logbooks are required for all vessels catchiregaigr than 10 kg of live weight equivalent (97820
(except for highly migratory species where the fii®i50kg). The logbook should contain:

e quantities of each species caught and kept on poard

« the date and location (statistical rectangle) chstatches,

¢ the type of gear used and the quantities disce24i7/93).

Discards are not recorded under Montenegrin Law

Each Community fishing vessel 10 metres shall after each trip and within 48 kaoirlanding submit a
landing declaration to the competent authoritiegshef Member State where the landing takes place. Th
declaration, which shall indicate, as a minimung tuantities landed of each species and the aresewh
they were caught. The landing declaration forms giathe logbook (2847/93).

Landing declarations are not submitted under Maden Law and Log books are submitted only every 6
months, as opposed to each fishing trip.

A sales note has to be submitted, when the prodasie been sold or are offered for sale at theeptdc
landing. The submission of the sales note listihglata required shall be the responsibility of theyer
(2847/93)

The sales note shall contain:

« the external identification and name of the fishiegsel which has landed the products concerned,

« the name of the vessel's owner or master, thegpartlate of landing, where applicable;

« the relevant name of each species and its geogw@rea of origin;

* where appropriate, the relevant minimum fish stbe price and quantity at first sale for each
species, and

* where appropriate, on an individual size or weigh&de, presentation and freshness basis.
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« where appropriate, the destination of products dvitvn from the market (by products, human
consumption, carry-over), the name of both theeselhd the buyer, the place and the date of the
sale, where possible, the reference number ofdies sontract.

All fisheries products landed in or imported inb@ tCommunity shall be accompanied by a documemirdra
up by the transporter until the first sale has mailace. The submission of this transport docurtisting all
data required shall be the responsibility of tleasporter (2847/93)

This document shall:

* indicate in respect of the consignment the namehef vessel of provenance and its external
identification. In case of import other than by sels this document shall indicate the location wher
the consignment was imported,;

* include the place of destination of the consignrfg®rand the identification of the transport vehicle

« indicate the quantities of fish (in kilograms presed weight) for each species transported, the
names of the consignee and the place and the flliading, as well as the relevant name for each
species, its geographical area of origin and, whppeopriate, the relevant minimum fish size.

Transport documents are not provided, but undert&fwyrin Law, vehicles can be checked. There is
however, no reference to traceability which is e8akunder EC Law.

Member States shall ensure that all landings ireenbkr State as shall be recorded (2847/93)

Each Member State shall notify the Commission bymater transmission of the quantities of each stock
group of stocks subject to TACs or quotas landethduhe preceding month (2847/93)

Each Member State shall establish a validatioresystomprising in particular cross-checks and veifon
of data resulting from these obligations (2847/93).

As from 1 January 2005 vessels exceeding 15 mé&trggh shall have installed on board a functioning
system which allows detection and identificatiorthadt vessel by remote monitoring syste2@4@/2003)

The VMS established by each Member State shallrerthe automatic transmission to the FMC of a @bast
Member Stat€2244/2003)

Recording Fisheries Products
Fisheries products shall be sold from a fishingseeenly to registered buyers (2371/2002).

The buyer of fisheries products at first sale shalbmit invoices or sales notes to the authorities
(2371/2002).

Where a minimum size has been fixed for a giverciege operators responsible for selling, stocking o
transporting must be able to prove the geograpbiggin of the products (2371/2002),

In order to ensure compliance with the technicaeats of the rules regarding the measures defined i
Council Regulation (EEC) No 3759/92 of 17 Decemb@92 on the common organization of the market in
fishery and aguaculture products, each Member Stetk organize on its own territory regular cheoksll
persons involved in the application of the measures

The checks shall concern the technical aspectppiyiag:

(a) the marketing standardyu@lity grade and siz¢, and in particulaminimum sizes;
(b) the price arrangements, in particular if
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« withdrawal of products from the market for purpostiter than human consumption,
» storage and/or processing of products withdrawm ftioe market.

Montenegro has a rigorous system for checkingdahs in markets and restaurants. Fish purchasstibau
accompanied by an invoice. Fish sales do not howeeerd quality, grade and size.

Monitoring, Control and Surveillance

Member States shall control the activities caroedl within the scope of the Common Fisheries Patiny
their territory or in the waters subject to thawereignty or jurisdiction (2371/2002),

Inspection activities are confined to territoriénits only. Montenegro does not have the capadity t
undertake inspection outside 12 nm

Member States shall adopt the measures, alloca&efitlancial and human resources and set up the
administrative and technical structure necessaremsuring effective control, inspection and enéonent.
The measures taken shall be properly documenteely $hall be effective, dissuasive and proportionate
(2371/2002),

Montenegro has adequate measures and reasonaljlyasel@uman resources to monitor fishing activity.
also applies a system of prohibitive penalties inds (€ 2000 per offence for vessels with grodsssa
averaging € 30000 per annum). Additional resouncag be required to support increased surveillahsea

and checking of markets and restaurants duringuh@mer months.

Member States shall establish and operate Fishdimsitoring Centres, which shall monitor fishing
activities and fishing effort and shall take themgpriate measures to ensure that its FMC has ribygep
staffing resources and is equipped with computedviare and software enabling automatic data prowpss
and electronic data transmission. Member Statds ptovide for back-up and recovery proceduresasec
of system failure (2847/93).

A fisheries monitoring centre is not in operationNontenegro and there is no facility for electmdata
transmission. Port inspectors are not issued vathpuiters.

Inspection
Member States shall take the inspection and enfegné measures necessary (2847/93) to ensure:

* spot checks and inspections on fishing vesselgrémaises of businesses;
» sightings of fishing vessels;
e investigation, legal pursuit of infringements aafcions;
* Preventative measures including:
(a) fines;
(b) seizure of prohibited fishing gear and catches;
(c) sequestration of the vessel;
(d) temporary immobilisation of the vessel;
(e) suspension of the licence;
(f) withdrawal of the licence.

All landings are inspected in Montenegro but nsea boardings take place. Much of the marine based
activity focuses on the monitoring of sports figher

Not later than 30 April each year, the Member Stafleall transmit to the Commission a report on the
application of activities including details on:
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» the technical and human resources for fisheriestorimg, and the time effectively devoted thereto,

« the laws, regulations and administrative provisitimst the Member States adopt to prevent and
prosecute irregularities,

¢ the results of inspections or checks carried ouyant to this Regulation, including the number and
type of infringements discovered

« the application measures and actions taken regpiiaged infringements and with regard to the
assessment of the reliability of the data

Offence typeare recorded as follows:

« Prohibited fishing methods (gear, methods) (D1, D),

¢ Unauthorised fishing (no licence) (C1 & D5)

» Obstructing fisheries inspectors and observers&/&ll)

« Prohibited species (inc. by-catch) (D4)

¢ Landing of non-compliant fishery products (F1)

e Transhipment infringements (D7)

« Falsifying or failing to record data (logbooks, VMEB1 E2, E3)
* Marketing standards (storing, processing, sale (F2)

» Falsifying, concealing, destroying with evidenc(&£2 & C3)
¢ Minimum Landing Size (D6)

Montenegrin offence types as stated above are polied, but an adequate implementation of penalty
procedures and fines is in place.

The Community may implement benchmarks (2371/20@2)rder to ensure that activities are carried out.
These will include the number of land inspectiosesa and aerial inspections to be carried out iivang
year. These are set as and when specific enfor¢estrategies are required to be implemented.

The Commission may, of its own accord and by its1awneans, initiate and carry out audits, inquiries,
verifications and inspections concerning the ajfilim of the rules. Every three years the Commisstill
draw up an evaluation report to be submitted tdBihempean Parliament (2371/2002).

The Commission may carry out inspections of vesgetmises, markets (2371/2002) of its own accad! a
without the assistance of inspectors.

Technical Regulations

The EC is advancing a Community Action Plan for khediterranean Resulting in Proposal for a Council
Regulation 973/2001.

National protected areas

Member States shall designate, before 31 Decent@t, Xurther protected areas within their terrébri
waters in which fishing activities may be bannedestricted in order to conserve and manage ligiggatic
resources or maintain or improve the conservatiatus of marine eco-systems. The competent augsorit
of the Member States concerned shall decide ofishimg gears that may be used in those proteateasa
as well as the appropriate technical rules whictl &fe not less stringent than Community legiskatio

In Montenegro, an initiative and procedure for potibn of the estuary of the River Bojana in thgioe of
Ulcinj should be launched.

Prohibited fishing gear and practices
The following shall not be used for fishing or kept board:

(a) toxic, soporific or corrosive substances,
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(b) electric shock generators,

(c) explosives,

(d) substances that can explode if mixed,

(e) towed devices for harvesting red coral,

() pneumatic hammers or other percussive instrasiien the collection of species dwelling
in rocks.

All these measures are prohibited under Montenédgrine Fisheries Law.
Minimum mesh sizes
The minimum mesh size shall be:

(1) until 31 December 2005: 40 mm (our 20 mm);
(2) from 1 January 2006: 50 mm (our 25 mm);
(3) from 1 January 2009: 60 mm (our 30 mm).

« For pelagic trawl nets targeting sardine and anghatere these species account for at least 85% of
the catch in live weight after sorting, the minimumash size shall be 20 mm.

¢ For encircling nets the minimum mesh size shalldenm.

» For gillnets targeting red sea bream, where thegigs accounts for at least 20% of the catch & liv
weight, the minimum mesh size shall be 100 mm.

The EC is proposing to introduce new technical messto improve the selectivity of the current 46hm
mesh size for towed nets, without immediate inégrepsf the mesh size, and puts forward a two-stage
approach towards increasing the minimum mesh siZ#)tmm over the next six years. This issue remains
under debate at Fisheries Council level.

Montenegro’s mesh size for towed gear and encgatiets are as per the current EC minimum mesh size.
However, the minimum mesh sizes for gill nets aofigurations differ slightly.

Minimum hooks size

The use for fishing and the keeping on board oflanglines with hooks of a total length less thacnband
of a width less than 2.5cm shall be prohibiteddioy fishing vessel using longlines and landingaitg on
board a quantity of red sea-breaRadellus bogaravedhat constitutes more than 20 % of the catch ia liv
weight after sorting.

Minimum distances and depths for the use of fishingears

The use of towed gears shall be prohibited withima8tical miles of the coast or within the 50 mbisti
where that depth is reached at a shorter distanoethe coast.

Montenegrin vessels fish inside 3 nm in the peflid@&nuary to 1 Aprif.

%8 The approval for fishing inside 3 nautical mileshly on recommendation from the Institute for MarBiology.
This may or may not be given annually.
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Table2:Minimum fish sizes (cm)

Montenegro Current EC Proposed (EC 973/2001)
Diplodus spp 15 15 18
Dicentrarchus labrax 25 23 25
Engraulis encrasicolus 11 9 11
Merluccius merluccius 22 20 20
Mugil cepalus 40 Na Na
Mullus spp 20 11 11
Pagellus erythrinus 15 12 15
Sardina pilchardus 12 13
Scomber scombrus 20 18 18
Solea vulgaris 25 20 25
Homarus gammarus 28 24 30
Nephrops Norvegicus 10 7 2 (CL) 7 (TL)
Palinuridae 9 24 11

Montenegro’s MLS are broadly in line with the prepd new amendments to EC Legislation
Leisure fisheries

The use of towed nets, encircling nets, purse setiredges, gillnets, trammel nets, and longlinesighly
migratory species shall be prohibited for leisusbéries.

Montenegrin recreational fishers are only entitedse rod and line and other passive gears ingjustinall
scale lines.

Community-level management plans

The Council may adopt management plans for spedéditerranean fisheries, in particular, in aredally
or partially beyond the territorial waters of Meml&ates. These plans may, in particular, include:
(a) fishing effort management measures;
(b) specific technical measures, including where apaitg temporary derogations to the rules of this
Regulation when such derogations are necessamdaoperation of the fisheries and provided that
the sustainable exploitation of the concerned nesmuis ensured by the management plan ;
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(c) the extension of compulsory use of vessel monigosiystems or similar systems for vessels between
10 m and 15 m in length overall ;

(d) temporary or permanent restrictions to zones, veseto certain gears or to vessels having
undertaken obligations in the framework of the ng@maent plan.

Member States shall ensure adequate scientific toromg of the management plans. In particular, the
management plan for fisheries exploiting shortdiecies shall be revised.

Management plans for certain fisheries in territorial waters

Member States adopt management plans for fisheoieducted by boat seines, shore seines, encincbisy
and dredges within their territorial waters.

Designated ports

Catches of bottom trawlers, pelagic trawlers, pseees, pelagic longliners and hydraulic dredgeyg be
landed and marketed for the first time only at pasignated by the Member States.

Montenegro does not have any designated portsdytifgrilities are adequate in Bar. Vessels fisHiogn
Budva, Tivat, Herceg Novi are more dispersed thnougjthe area

Additional Data Requirements

Commission Regulation (EC) No 1639/2001 lays downumber of specific data requirements for Member
States. The information is obligatory and comprises

¢ Collection of data concerning fishing capacitieg (BTs, maximum continuous rating of kWs by
segment (Trawl, pelagic seine, gears and hool4, @i fixed nets, pots and trap, polyvalent) and 4
length groups: <12m, 12-24, 24-40, 40m+ )

¢ Collection of data related to fishing effort (TrawDuration of haul x kW; Purse seine: Number of
sets; Nets: Number of nets x length x time at keag Lines: Number of hooks x time at sea; Pots
and traps: Numbers x annual time at sea)

« Collection of data related to catches and land{imgduding recreational fisheries)

« Collection of data concerning the catches per ofieffort and/or effective effort of specific
commercial fleets;

» Biological sampling of catches: composition by agd by length;

* Collection of economic data by groups of vesselsqine, production costs, fixed costs, investment
costs, interest, ownership, employment and effaticator);

¢ Collection of data concerning the processing ingugtaw material, production costs, investment
costs, ownership, employment, capacity and finatipct).

Community Structural Funds
Specific conditions required for implementationSefuctural funding:

1. Each Member State will draw up a national strat@ipn setting out its specific goals and priorities
for Fund action.

This will include:
a) the reduction of fishing effort and capacity andritifying the resources and deadlines for

attaining the target for the fishery and fleet camned,;
b) the development of the aquaculture sector andrnbeepsing and marketing industry;
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c) the implementation strategy for meeting the reguéwsts for inspection and control of
fishing activities and data and information colienaton the CFP;

d) the fisheries product supply strategy and the agveént of fishing activities outside the
Community waters;

e) the coastal zone development strategy and theiarfter defining these zones.

The national strategic plan contains a summaryrgesm of:

a) the state of the fisheries sector as a whole;

b) the environmental impact assessment;

¢) the indicative allocation of the public financiakources available for implementing the CFP
indicating for each national priority for assistanghere necessary the share part-financed
by the Fund and the share financed by nationalip&binds.

2. Management of the scheme falls to the Member Sthtze money is dispersed by the EC according
to an agreed budget and implemented accordingaam#tional objectives which conform to the
Axes. The Member State prepares an Operationalrd&roge.

3. A managing authority, a certifying authority and iaspection authority should be designated for
each assistance package and their responsibdpiEsfied.

4. A steering committee is appointed by the MembeteStapervising assistance, checking on how it is
being managed by the managing authority, ensurmgptiance with its own guidelines and
implementing rules and reviewing evaluations. Maoetggo presently has insufficient capacity to use
the support from structural funds.

Pre Accession and Post Accession Funds

Funding available is for:
« improving the processing and marketing of fishengdoicts,
e setting up producer groups.

For Revenue earning investments 50% of the corioibus provided through public funding of whicheth

Community provides between to 75% - 100%. An owexnvof priorities that would be available througke th
European Fisheries Fund is shown in Appendix A.
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5. PRIORITY DEVELOPMENT ISSUES

Three national priorities are identified in thenfisy sector:

« Institutional strengthening (staffing, training aaduipping) - improving the capacity of domestic
fisheries policy of Montenegro;

« Strengthening of legislation, institutions, laborgtcapacity and industry standards to improve the
health conditions of fisheries products in compiamwith EU requirements;

¢ Design and implement delivery mechanisms to progdesnabling investment environment to the
fisheries sector.

The Logical Framework is designed to accommodaigeaific project linked to the Development of chesg
in the fisheries unit of MOAFWM and the Veterinddyrectorate and laboratory support testing faeiiti

5.1 Strengthening Human capacity to deal with the EP
5.1.1. Ministry of Agriculture, Forestry and Water Management of Montenegro

The existing capacity of staff is insufficient tope with the requirements to (a) integrating legish to
comply with the CFP (b) support the developmentaoNational Programme aimed at supporting the
development of the fisheries sector. The Ministegas at least two administrative posts: policy satvand
national development officer.

Existing enforcement resources are perceived aguatk, if not better than other surrounding stages,
Croatia. However, it is noted that resources axerety stretched in the summer months when the peak
tourist season is in full swing. The growth in teur is likely to swell the trade in black fish teetrestaurant
trade. Secondly, the changes to the enforcemeitheegnd SOPs will require the existing inspectotate
enter sales note and log sheet data into the @@ Bhe collection of data per se only forms pathe
basic requirement of complying with EU requiremeitsignificantly more important issue is the u$éog
books as a means of forensic accounting — i.edafitig catches against sales notes and reviewouoyded
vessel positions against VMS position recordings.sfich, the existing workload on the inspectordte w
increase and it is advisable to appoint at leastaatditional officer.

The requirement to have an integral data basealgti require a full time or part time (National t&ttical
Office) officer to provide active support to MOAFWM

Provision is also made for specific human strengtige to familiarise existing staff with the EU
requirements. As such, series of workshops andaggds are recommended. These include:

1. Workshop (including a visit to one EU countrgy L person on EU structural measures for Montemnegr
2. Workshop for MOAFWM on CFP completed;
3. National workshop for 5 Montenegrin inspectanscontrol regulation completed;
4. Inspector exchange for 2 from Montenegro;
Provision is also made for control support:
¢ One small purpose RIB with 4*4 and inspection suppquipment;
« A data base and computers to support access taegal data base and communication between
enforcement officers, administrators and fishergredsts;

e Cars for inspectors;
e Support equipment for scientists CTD and water mooimg equipment.
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It should also be noted that construction of nddiugs has been earmarked for support. Possibldidaie
had been the Marine Biology Institute from Kotout iwo main issues mitigate against support fos thi
facility:
« A generally small marine fishery sector, questigrapplication of extensive support in this area;
e The building is unsuitable for refurbishment andsdld would command a high price for the
building and land. Income from the sale would mtdran compensate for a smaller facility with
suitable accommodation.

EU Technical Advisors are recommended to:

¢ Inform MoAWFM of their future reporting obligationsdesign standard sales notes and
transportation documents and produce a statistatal base;

e To advise the policy advisor and marine scienbstsequired changes to Fisheries Legislation. This
will again be identified in the section on Legighat

 To advise the Agricultural Inspectorate on the @anRegulation, to design a FMC and to
recommend a SOP covering Log book inspection,absardings and other duties;

e To advise on issues relating to the Common Margd®agulations;
* To advise on EC structures policy.
5.1.2. The Veterinary Directorate of Montenegro

The report identifies the need for institutionaibagthening in respect to organization and impldatemn of
an adequate risk assessment system. A scienfjficalid risk assessment by the producer, followtheg
HACCP approach, is required to indicate the rigks the measures required to eliminate or reduaa the
an acceptable level.

The Government should also take some general tdvelsponsibility in respect to food chain managetne
to ensure that producers are adequately informedtaberging or changing risk patterns and thatetlzae
adequate checks and controls available within digeilatory system to ensure that risks are managed i
efficient manner.

There is an urgent need for a strategy, suppornyetiaining, for the widespread adoption of HACCP in
Montenegro, both by the inspection services anddoyg business operators. The new law should set a
deadline by which the HACCP system will be comprydo all food manufacturers. There is also an otge
need to transform the role of the inspectoratewbip the Veterinary Inspectorate, from one of @alj and
enforcement to one of auditing to ensure that syst® compliance with EU food safety legislatioe @
place. A new role of the Veterinary Inspectorateuldoalso be to advise food business operators on
improving food safety systems.

The following activities are recommended:

» Technical adviser working with the competent adithes to develop inspection SOP and related
documents (forms);

« On the job training of inspectors in order to adggutheir inspection procedures, performance and
organization (in annex recommended subject madrershown);

e Training course in HACCP implementation and evatugt

e Workshop on “Introduction to HACCP and General Bipfes” for industry managers;

» Training course for industry QC staff on HACCP aggtion for fish products, GMP, SOPs and 1ISO
9000 Quiality Assurance Systems.
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There is also the need to implement a regulatagnéwork to ensure compliance with EU requirements
covering legislation, organization, monitoring plamplementation measures and results. All thege ar
submitted by third countries to the European Cormiwois for consideration for the approval of residue
monitoring plans, in accordance with Council Direet 96/23/EC. Only countries for which residue

monitoring programmes have been submitted and spgrdy the EU are permitted to supply farmed
products of animal origin.

A control system for veterinary medicines shoulceb@blished, which will ensure that:
« Unauthorised or prohibited substarfGeare not applied to food animals (Note that in enés
Malachite green, which is prohibited is used by koregro producers),
« Authorized substanc&sare used in such a way to ensure that their resilels in foods of animal
origin do not exceed the permitted maxima.

Monitoring should also include a system to cheek lgvel of environmental contamination (heavy ntetal
and organochlorinated substances etc). The cosgsdém should ensure that a number of key feaanes
expressed in the regulatory framework of veterimaggicines, as follows:
» Procedures for approval and classification of ety medicines in accordance with EU
requirements;
« Controls on import, production and distributioncohtrolled compounds;
e Controls on prescription and application of certaompounds to animals (for example under
veterinary supervision);
e Specifying storage and stock controls on farm imgiance with EU requirements;
e Specifying record keeping of medicinal applicationsfarm;
» Separation of treated and non-treated animals;
¢ Holding of treated animals for withdrawal periodiopito slaughter;
¢ Information and communication requirements in respg animals sold before the end of the
withdrawal period.

These steps constitute an outline of a residug@osystem for veterinary medicines. Residue maimit3*

is used to help the Competent Authority assess hehethe control system is working to prevent
contaminated products from entering the market. (ag and testing for residues is not a means for
controlling those residues.

The Competent Authority will need to organize acsii@operational scheme for the exports of bivalaad
produce a dossier with this information, requestapproval to EU DG SANCO. This includes the

29 Pharmacologically active substances for which ngimam limits can be fixed (prohibited substancés)stolochia
spp. and preparations thereof; Chloramphenicoldenivatives e.g. thiamphenicol, (TAF); Chloroform,
Chlorpromazine, Colchicine, Dapsone, DimetridazMefronidazole, Nitrofurans (including furazolidgne
Ronidazole, Malachite green and leucomalachitergr&kso anabolic substances (hormones and steraglgjowth
gromoters (although they may be used in some cistamses as therapeutic agents).

% permitted list of veterinary medicines for applioatto fishery products subject to maximum resition:
Sulfonamides, Trimethroprim, Amoxicillin, Ampicitli Flumequin, Sarafloxacin, Chlorotetracyline, Qaracycline,
Tetracycline, Diflubenzaron, Teflubenzuron, Oxdlircid Cypermethrin.

Not subject to maximum residue limit: Tosylchloraeisodium, Tricaine mesilate (MS222) and Formalin.

31 Implementation of residue testing capacity (vetmyndrugs, heavy metals and organochlorinated anbss) is
crucial for the development of the aquaculture@ect

Residue testing requirements in EU legislationateeto maximum permissible level of a contaminantesidue in
foods which is expressed as a maximum residue, lmniMRL. It should be noted that these MRLs agtwith EU
consumers in mind (based on average consumptioregposure assessments) and may not be appropriatder
regions, due to the different exposure levels fiatiter sources. Setting of statutory levels of hatmmbmpounds in
foods should always be accompanied by a risk assggsexercise in which exposure of consumers oupgoof
consumers is assessed.
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designation, classification, monitoring of prodoctiareas for bivalve molluscs (e.g. mussels) relate
controls as follows:

a) Classification of production areas;

b) Requirements for harvesting and transportatiegigtration documents);

¢) Documents used during transport from producgiea to the establishments;
d) Conditions for relaying;

e) Monitoring programme of production/harvestingas;

f) Closure/suspension of production areas;

g) Monitoring programmes results;

h) Control system for end product.

An EU Technical assistant for the Veterinary Diceate is recommended in order to assist in the
implementation of a monitoring and control systehpmduction areas for bivalve molluscs, includihg
implementation of an environmental residue monigprogramme.

Also recommended is training of Veterinary staffl@m other technicians involved in the monitoriygtem
in monitoring, sampling and control procedures.

5.1.3. Support for Laboratory Staff

In order to enhance human capacity, the consultaetsmmend support from an EU Technical specialist.
The work will focus on ‘Training of trainers’ antusly tours in Chemistry and Micro biological anasy&
personnel deployed) to European laboratories wishimonths after completion of lab accreditation.

5.2. Harmonising National and EU Legislation

5.2.1. Fisheries Legislation

Legal TA is proposed to support the adjustment afidtial Laws with the EU Regulations. National laws
and bylaws need to be amended and modified innitireappropriate EU regulations:

« Establishing in cooperation with the Fisheries &tdjpn Unit a system of sales notes and landing
declarations and amending log books to incorpoeidéenents of COUNCIL REGULATION No
1639/2001;

e Harmonise Montenegrin Technical Regulations withsthapplied under COUNCIL REGULATION
(EC) 973/2001;

* Harmonise inspection and enforcement measuresdordence with COUNCIL REGULATION
2847/93 and subsequent changes (COUNCIL REGULATEQN2371/2002);

« Comply with the provisions regarding satellite-based Vessel iMdng SystemsCOUNCIL
REGULATION (EC)2244/2003;

* Ensuring that the Montenegrin fleet Register iadoordance with COUNCIL REGULATION (EC)
No 2090/98 concerning the fishing vessel registéh® Community;

e Compliance with specifications of COUNCIL REGULATNO (EC) No 2847/93 (landing
declarations and sales notes, COUNCIL REGULATIONI689/2001 (statistical requirements);

« Development of a Programme for Stock assessmegtidore compliance with the required outputs
as specified in COUNCIL REGULATION (EC) No 1639/200
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5.2.2. Veterinary Legislation and Laboratory Control

Legal TA is proposed in the veterinary sector, toosupport the adjustment of national laws witlevant
EU regulations. Montenegro’s Veterinary Law is leiamended and recommendations of the EU
regulations should be incorporated into all modificns and amendments in respect to the following:

¢ COUNCIL REGULATION 178/2002: Drafting of a Law ixjeected,;

« COUNCIL REGULATION 852-854/2004: Enabling legislati will be needed to ensure that food
business operators are required to carry out samplid analysis as part of an overall programme to
ensure and demonstrate compliance with EU food emggilegislation. Legislation is needed to
ensure that all food (and feed) business operatatronly adopt a HACCP-based approach to food
safety, but also that they maintain records to destrate that such approach is in place and is
operating correctly;

¢ COUNCIL REGULATION 853/2004. Chapter Il lays ouktbbligations of food business operators.
Until the provisions of these Annexes are in plgoemises could not be approved in compliance
with EU food legislation;

« COMMISSION REGULATION 466/2001: There is an urgeeed to revise Montenegrin legislation
to take account of changes in analytical techniglresddition, it is expected that all laboratories
carrying out statutory analyses should operat&® 17025 and steps should be taken to ensure that
the relevant laboratories achieve accreditatiospas as possible.

Currently, Montenegro cannot comply with any EU is&gion regarding dioxins in foodstuffs and

feedstuffs. Compliance could be achieved by redtitivninor equipment upgrades at selected laboespri

accompanied by training in analytical techniquelshoagh a more cost-effective solution may be to
designate an existing National Reference Laboratoanother country. EU legislation requires thaalgsis

is carried out to an 1ISO 17025 accredited standard.

The following will also have to be incorporated:

¢ Commission Directive 2001/22/EC, L77/14, 16.3.208ampling and methods of analysis for lead,
cadmium, mercury and 3-MCPD in foodstuffs;

¢ Council Directive of 22 July 1991, L268/15, Heattbnditions for the production and placing on the
market of fishery products;

¢ Commission Decision of 15 March 2002L75/62, 1882 Rules for implementation of Council
Directive 91/492/EEC as regards the maximum leasld methods of analysis of certain marine
biotoxins in bivalve molluscs, echinoderms, turésaand marine gastropods;

e Commission Decision of 8 March 1995 L97/84 29.43,9%otal volatile basic nitrogen (TVB-N)
limit values for certain categories of fishery puots and specifying the analysis methods to be;used

¢« Commission Recommendation of 11 October 2004, 42122.10.2004, on the monitoring of
background levels of dioxins and dioxin-like PCBdoodstuffs;

e L209/7 6.8.2002, Annex |, Methods of sampling fdfioial control of the levels of dioxins
(PCDD/PCDF) and the determination of dioxin-likeB¥dn certain foodstuffs;

* Annex Il, Sample preparation and requirements fethomds of analysis used in official control of
the levels of dioxins (PCDD/PCDF) and the determmmaof dioxin-like PCBs in certain foodstuffs;

e L209/17 6.8.2002, Annex |, Methods of sampling fufficial control of the levels of dioxins
(PCDD/PCDF) and the determination of dioxin-likeB¥3dn certain feeding stuffs;

* Annex Il, Sample preparation and requirements fethmds of analysis used in official control of
the levels of dioxins (PCDD/PCDF) and the deterttidmaof dioxin-like PCBs in certain feeding
stuffs;

* L226/119, 25.6.2004, Annex |, Live bivalve molluscs

e L115/37, 4.5.1999, Annex |, Substances in Feednijss
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6. STRATEGY FOR STRENGTHENING THE FISHERY SECTOR IN MO NTENEGRO

The Fisheries Development Strategy comprises &doeas areas. These are:

To Protect and Conserve the Marine and Freshwigbeftes to sustainable levels,
To safeguard the well being of consumers,

To promote exports,

To diversify markets,

To improve product traceability and quality,

To expand production in the mussel and offshoréarogs fishery,

To improve production efficiencies in freshwated anarine aquaculture,

To develop fisheries partnership agreements ixipéoitation of pelagic species.

ONogkr~wWDE

6.1.To Protect and Conserve the Marine and Freshwater iBheries to sustainable levels

Montenegro will safeguard the marine and freshwditgieries to sustainable levels by adapting and
improving its legislation, by improving its systeaf resource monitoring and data collection, and by
applying the demanding EU and international stasiglaf fisheries control. The following EU legistati
requires to be incorporated into national policy:

* Harmonise Montenegrin Technical Regulations withsthapplied under COUNCIL REGULATION
(EC) 973/2001, most specifically ensuring that orai restrictions on mesh sizes and minimum
landing sizes are compliant;

e Introducing systems of catch reporting complianthw€OUNCIL REGULATION No 1639/2001
including increasing the frequency of Log Book deations to per trip and introducing sales notes;

* Harmonise inspection and enforcement measuresdar@ance with COUNCIL REGULATION
2847/93 and subsequent changes (COUNCIL REGULATEON2371/2002) introducing:

0 A Fisheries Monitoring Centre,

0 Adopting Standard operating procedures adaptingtiagi procedures and introducing a
series of enforcement measures such as at seairgsarehside and outside national
jurisdiction (12 nm), satellite monitoring (COUNCIREGULATION (EC) 2244/2003)
forensic analysis and market inspections,

0 Establishing reporting procedures to the EC on diamge.

* Ensuring that the Montenegrin fleet Register iagoordance with COUNCIL REGULATION (EC)
No 2090/98 concerning the fishing vessel registéh® Community.

e Ensuring a programme for Stock assessment complidtfit the required outputs COUNCIL
REGULATION (EC) No 1639/2001:

0 Collection of data concerning fishing capacitiey (®Ts, maximum continuous rating of
kWs by segment (Trawl, pelagic seine, gears and,haaft and fixed nets, pots and trap,
polyvalent) and 4 length groups: <12m, 12-24, 2448+ ),

0 Collection of data related to fishing effort (TrawlDuration of haul x kW; Purse seine:
Number of sets; Nets: Number of nets x length >etanhsea; Long Lines: Number of hooks
x time at sea; Pots and traps: Numbers x annueldirsea),

o Collection of data related to catches and land{imgduding recreational fisheries),

o Collection of data concerning the catches per ainffort and/or effective effort of specific
commercial fleets,

0 Biological sampling of catches: composition by agd by length,

0 Collection of economic data by groups of vessatsdine, production costs, fixed costs,
investment costs, interest, ownership, employmedtedfort indicator).

» Continuing the state’s commitmentitoproving the ecological conditions in Montenegciast,
rivers and lakes and the Lake Skadar in particular.
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6.2. To safeguard the well being of consumers

In the case of food safety, the food safety coadgiare described for food produced and marketéunwi
the EU. Much food consumed in the EU is importeahfroutside the Union, that is, from third (non-EU)
countries. The general approach adopted by Eurola@ais to apply the same conditions to food imedrt
from third countries as it does to food producethinithe EU. The general requirement is that cooiatt
applied to third county supplies should la feast equivalefito the conditions defined in the legislation.

This is an important consideration, since it doesrequire that conditions are the same, but they have
an equivalent effect, thus providing a degree @filiility for the development of control systemghinm the
context of the third country situation. The intefation and transposition of EU legislation fordhtountry
suppliers must therefore take this into account.

EU food safety law is not static. The publicatidradEuropean Commission White Paper on Food safety
2000” has resulted in the introduction of a significanmber of new legal instruments, bringing into efffe
a radical new approach to food safety managemer2005, the legislation underwent thorough charges
the following Directives and their amendments aftdanuary 2006:

« Council Directive 91/493/EEC of 22 July 1991 layithgwn the health conditions for the production
and the placing on the market of fishery products,

e Council Directive 91/492/EEC of 15 July 1991 layishgwn the health conditions for the production
and the placing on the market of live bivalve msdis,

¢ Council Directive 92/48/EEC of 16 June 1992 layiloyvn the minimum hygiene rules applicable to
fishery products caught on board certain vessels.

It should be noted that the regulatory approactptibby the European Community has altered sinee th
White Paper. Originally requirements were set auhe form of Directives (requiring EU Member State
implement national legislation with the effect désed in the Directive), whereas the main requinetaeare
now expressed as Council Regulations, with dirfetein EU Member States.

However, with respect to third countries, this dmarn policy makes little material difference tceth
conditions with which they are required to comfife advantage for third countries is that it shdahd to

a harmonised approach between Member States anderdtie (sometimes significant) differences in
interpretation and implementation experienced lmg¢hwho seek to supply the EU with fishery products

In 1991, the European Council introduced harmonisedlth controls for fishery products for human
consumption, which included strengthened contrbfsroducts from third countries. These requirememts
contained in Council Directive 91/493/EEC (ddéalth conditions for the production and placing the
market of fishery products Not only must industry in these third countrieget the hygiene and HACCP
conditions, but in each country a Competent Autkiariust establish health controls over the sectuchv
are at least equivalent to those defined in EUslation.

Hazard analysis critical control point system, Imeahe modern quality control system substituting t
traditional end product testing, ensuring a higingard of consumer safety. In fact HACCP consiéta o
product safety management system which identifiétical process variables affecting the level odan
presence of hazards to human health in the firadymt, and which defines critical monitoring indwa
and methods to ensure that process variables remiihim defined safe limits.

32 seehttp://europa.eu.int/comm/dgs/health_consumerfispaib/pub06_en.pdf
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The requirement for application of the HACCP mettlody by the industry is set out in Regulation
853/2004 of the 29 April 2004 ph specific hygiene rules for food of animal origit present the detailed
content of the HACCP system to be applied to figlmeoducts is set out Commission Decision 94/45800f
May 1994 faying down detailed rules for the application afudcil Directive 91/493/EEC, as regards own
health checks on fishery product$his sets out the following steps to be addréssdhe design of HACCP
plan:

« Identification of hazards, analysis of risks antedaination of measures necessary to control them,
¢ Identification of critical points,

e Establishment of critical limits for each critiqadint,

« Establishment of monitoring and checking procedures

« Establishment of corrective action to be takenmwhecessary,

« Validation of the control system to ensure thatandg are controlled,

« Establishment of verification and review procedures

e Establishment of documentation concerning all edoces and records.

The inspection unit should be fully conversant wiltke principles and their practical applicationtie
context of the production and processing of fish@onducts. The inspectorate should be capablesaefsasg
the degree of compliance with each of the abovessté the HACCP process, and of identifying gaps an
errors in the implementation process.

The Competent Authority should also consider priegaspecific HACCP guidelines for the types of ésp
products and processes typically encountered ifishgorocessing sectors for which it is resporesiBlhese
guidelines would focus on the typical hazards goitbas for their control.

6.3. To promote exports

Montenegro will seek to increase its fish salesdbh the development of new markets for its magne
freshwater fisheries products. Access to the Ewmopénion represents a good opportunity for tradilo
and emerging freshwater and sea fisheries prodddis. Union recognises the importance that trout
producers might play if production inefficienciese avercome. Marine species, most specifically rlgss
and sea bass may also provide significant potefotiaxpansion in sales.

The following export growth targets are suggestedtie forthcoming 8 years:

Mediterranean Mussels: 2000t to even 5000 tonnesrgéng an export value of between €3.5m and €5.5
Based on natural potential of the Bay of Boka Kostia, international experts estimate that it would
be possible to produce the whole 5000 t of mugseisannum, while national experts take into
account the real limitations set by sustainable agament of the Bay and development of other
important activities and tourism in particular, shpointing to the realistic production of 2000t per
annum. That quantity is far above the current petido level.

Processed trout: 1000 tonnes, generating an exaloit of €2.5 m to €3 m.

In order to support the export growth fish farmeilé receive financial support in the form of grarior:
« Development of producer groups and cooperatives,
« Providing finance for market visits,
e The application of electronic selling systems.

Key to these developments @rapliance with the required regulations:

Access to the EU market is still restricted to éxport oflow risk (consumer health wise) products - wild,
whole, prepared (gutted) fresh seawater fisherglywts, based on guarantees provided by the Contpeten
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Authority. There is however interest in developgayeral other products for which exports to thedg&not
allowed, for example: canned preserved anchoviggh(Hsk product); smoked canned carp and trougtiHi
risk product); Trout filleted, cold smoked (Higlskiproduct); mussels (High risk product). Note tHagh-
risk products consist of products that, if not gndyp prepared or processed, may pose a seriougaisk
human health and safety.

The strategy focuses primarily on the principal stoaint for allowing exports of fish products from
Montenegro — the sanitary and health conditionfssbery products in accordance with EU and inteamat
market requirements. This means modifying genardetstanding, responsibility and role of stakehlde
the production and control of fishery productsduling that in modern systems for control of foofesa
within a free market economy, the responsibility thee safety of food is generally considered tahat of
the producer.

The strategy reports to institutional strengtheningrespect to organization and implementation of a
adequate risk assessment system; to support prsddice implementing a scientifically valid risk
assessment, following the HACCP approach, indigatire risks and the measures required to elimioate
reduce them to an acceptable level. This will ideldhe integration of the government’'s generallleve
responsibility in respect to food chain managemengnsure that producers are adequately inforrhedta
merging or changing risk patterns and that theegjadte checks and controls available within theletgry
system to ensure that risks are managed in anegitimanner.

In particular, the strategic development of exps®ttor will understand the strengthening of insprést
skills in respect to comprehensive treatment dfefig product hazards (general micro biological neicel

toxic compounds, histamine etc.) and how to coritrebe hazards, in order to be able to providecagtd
be able to assess the effectiveness of controkmsgsapplied to reduce or eliminate hazards anchsare
effective risk management. The industry (processistgblishments, aquaculture plants and/or vesadls)
be strengthened by the implementation of GMPs, SDEfr HACCP systems.

The strategy for mussel production will also sgealfy develop the following control mechanisms:

* monitoring of the harvest areas for conditionsliike give rise to hazards; essentially by meagyrin
a) contamination with faecal indicator bacteria
b) the population of toxic algal species
c) the level of toxin in the product

» closure of harvest areas when the hazard is present

« certification of origin of products in distributidn ensure that only products from controlled hsrve

areas are placed on the market;
« environmental residue monitoring system (heavy haetad organochlorinated substances etc).

In order to support fish aquaculture products, r@rob system for veterinary medicines will be efisdied.
Changes to the above regulations will be in placthk end of 2006.

It is clear that whilst export growth representsnajor opportunity for the sector, at the same time,
Montengro’s producers will be increasingly vulndeatn competition from the EU.

6.4. To diversify markets
Specific areas for expansion are recommended.
Trout producers will realise greater profits if yrexpand their activities to value added producttoout). A

specific concern at present is that producers angely dependent on the institutional sector. Thera
greater need for diversification into value addestpssing for sales to multiple retailers.
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Trout fingerlings and larger fish, and other fregiter fish species may on occasions be suppliei/écs.
The angling associations in Montenegro have a largmbership and as such, specific partnershipsl dml
developed with associations in order to promotesshdr specific rivers and lakes.

The growing coastal tourist trade will represestgnificant market for an emerging restaurant trades is
also an important reason to ensure that the apptefdrealth monitoring processes are in place.

6.5. To improve product traceability and quality

Food business operators must also, in accordartbeAsticle 18 of Regulation (EC) No 178/2002, hane
place systems and procedures to identify food lessiroperators from whom they have received and to
whom they have delivered products of animal origin.

The European Committee for Standardisation (CENinee traceability asthe ability to trace the history,
application or location of what is under consideoat. The history of a product can include the origina
product and of its component parts, as well as Wwhathappened to it along the way. In practicahseit
means the ability to know where the fish has odtgd, and what has happened to it. There are $evera
reasons why a fish trading firm may wish to ensbeg its products are traceable.

« strict legal requirement set out in Article 18 CollirRegulation 178/2002 of 18 January 2002
"laying down the general principles and requirersenf food law...." which requires that
traceability of “food, feed, food-producing animaind any other substance intended to be, or
expected to be, incorporated into a food or feeall dbe established at all stages of production,
processing and distribution”. The regulation goesmrequire that suppliers and customers for each
batch must be identifiable, and that food busimgssators should have systems in place which can
make this information available to inspectors. Fptated on the market should be also labelled to
facilitate its traceability.

« to be able to claim that due diligence was exeticigdnere all reasonable actions were taken to avoid
the occurrence.

¢ the requirement for traceability can be considdmrete a fundamental part of the HACCP system
(Hazard Analysis and Critical Control Point) sinttee system is meaningless unless data are
recorded against a batch number which reflect®nigtthe day and time of receiving or sending the
consignment, but also the origin of the raw matémié, implying a requirement for traceability.

» special cases where traceability is required. (obrdf marine biotoxins and pathogenic bacteria
hazards in bivalve molluscs).

6.6. To Expand production in the mussel and offsher nephrops fishery
Strengthening the marine fishery sector by facilitding the catch of 50 tonnes of nephrops,

e Grants for investments in quality (with strong emgs on fish handling and temperature control)
and safety equipment;

* An experimental fishing programme (with techniagbgort) into the offshore nephrops fishery;

* Provision of grants for the purchase of replacemensels or upgrading existing vessels (4) to targe
the nephrops offshore fishery;

« Promote of a fishery partnership agreement or emguyg joint ventures to prosecute the sardine
and anchovy fisheries. Catches should be in padeld into Montenegro for processing or as sale to
fish feed to the tuna farming sector.
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6.7. To improve production efficiencies in freshwater ad marine aquaculture

The EU will seek to improve the production efficiégs of fish farmers by providing financial assigta in
the form of:

« capital grants for the restructuring of fish poadsl raceways, for the development of cage systems
and the laying of mussel lines.;

e support for the purchase of purification plants;

« financial support for the purchase of brood stautt the development of breeding methods;
substantially reducing environmental impact whempared with normal practice in the fisheries
sector;

« financial support for the development of fish feed;

* compensating for the use of aquaculture productiethods helping to protect the environment and
conserve nature;

« implementation of public and animal health measures

« promoting participation in the EU eco-managemeut @mndit scheme;

e promoting organic aquaculture;

« granting shellfish farmers compensation for thepgerary suspension of farmed mollusc harvesting.

It is recognised that existing producers operatdeura regime of false security. EU and third countr
competitors are able to supply fresh product abeehe current national farm production costs. Boeds
will therefore have to accept that unless theyvating to introduce changes, they will be suschkigatito
foreign competition. The main beneficiary is thereflikely to be the consumer who will expect tangss a
significant reduction in product price (by arouralftihe existing prices).

Technical support will be provided through EC CAR@Sacilitate the evolution to efficient produatio
systems.

Mussel culture:

It will be essential to reduce costs of producfimm the current level of € 1/kg to a level broadtuivalent
to EU production costs to € 0.55/kg. The focusefare has to be on increasing yields relative éodists of
inputs. Inputs costs for this sector are compaetigemall generating good rates of return on irmesit.
Specific areas of mussel culture in need of supgprert

» Site investigations;

e The advice on development and application of apjatgtechnology for deep water locations;
« Strengthening food health and water inspectioivities with strong labour back up;

« Simplify the licensing structure but retaining régment for EIA.

Trout production

At present, producers are benefiting from excetigrhigh prices (€3.50 — 4 per kg, ex-farm, whii)
which are substantially above those in the EU.d2rigbtained in the EU have fluctuated considerable
recent years, and there is a regional variatiqurice, but it is typically €2-2.50 per kg for trooft 200-400g.
If trout producers in Montenegro were exposed tmetition from EU farms, they would find it diffitto
remain competitive without a substantial reduciiomhe cost of production, currently about €2.18&2per
kg. Based on data from other farms in former Yugasl, the aim should be to reduce production costs
(direct plus indirect costs, but excluding capéat financing) to about €1.5 per kg. Productionsosthe
UK for portion-sized trout (usually 300-4009) avges£1.62-1.76 per kg and may be as low as €1.4Kkger
in some of the most efficient EU producers. In finst instance, reductions in input costs (feedholar,
energy) should be sought, as well as reducing basinosts by more effective management of cashdtav
working capital.
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The current strategy of direct marketing shouldptel ensure higher prices than a high-volume, bwt |
price market such as supermarkets or processota. fian Germany indicates that for a similar praduc
(portion-sized, white trout, kitchen-ready) showattmuch higher prices can be obtained by smatlymers
(€7.10 — 9.70 per kg) with direct marketing. Vahgded processing can also add to producers’ margins
although the opportunities for this are very muehednined by local tastes. As an indication, srrallit
producers in Germany can get approximately €12e50kp for whole, hot-smoked trout. There is a ¢ost
value added processing (capital and operating )¢dmisit can markedly increase the profitabiligr kg of
trout sold.

Since value-added processing could be carried mwheaper, imported trout, there is still a needrive
down production costs and improve production edficy. Key areas for attention are:

A reduction in production time from 18 months to f®nths. It should be possible to produce
portion-sized trout (250-300g) in 12-13 monthsatidition to improving cash flow by shortening
production time, it will also lead to more efficiense of capital assets and an overall increase in
annual production. Without a detailed examinatibthe production cycle and its associated costs, it
is not possible to identify exactly where productimprovements are needed (such as grading) and
what technical improvements (such as mechanisago@)necessary. In general, the trout farms
based on raceways may be expected to have an gmmugliction of about 1.5 times their holding
capacity.

Improved broodstock. Trout on most farms are deriivem an importation of broodstock about 50
years ago, so it is likely to be highly inbred kg resulting in reduced productivity. The impoft o
eggs of different strains of rainbow trout would oaly invigorate broodstock, but would also offer
opportunities to change the production cycle. Intipgrspring spawning stock would help to avoid
the peak in production which typically occurs iaur farming when only autumn spawning stock is
used. Importing southern hemisphere eggs to achikgesame end may only be feasible in
hatcheries with a spring-water supply due to highbi@nt temperatures in summer. In addition,
some farms reported water losses from leaking ragew

Repair to raceways should be a priority. It was possible to obtain a detailed costing, but
comparable repairs to a trout farm of similar desigere equivalent to about €5,800 for each rearing
raceway (148 A), equivalent to approximately €100,000 per 100n&snof designed production
capacity. Additional repairs to water supply chdaman be estimated at about €5,000 per farm.

Improved hygiene is necessary as regards foodys&ath investment may include chill stores, ice
plants and fish processing areas (even where tlyepoocess is icing and packing trout for sale).
Due to the specific nature of such investmentsijlitnot be possible to estimate costs until a dieta
technical assessment of requirements has beeedcaut on each farm.

Bass production

It is anticipated that EU average costs will fallan average of €3.50/kg. As fry are imported, opities

for reducing costs are limited. Similarly, feedimported and the only immediate possibility for tcos
reduction is through a reduction in FCR. EU prodsi¢eve reduced FCR from 2.8 to 2.1 and this shoelld
the target for Montenegrin producers. Labour castMontenegro are low by EU standards, but may be
expected to rise and so it will be necessary td& geductivity improvements (e.g. mechanisation and
automation) to raise productivity to the EU averadel8.45 tonnes per full time employee. Other area
where potential savings could be made are:

Reduction in growout period to 15 months. Growaouthe EU has been reduced from 19 months to
15 months for fish sold at 300-400g.

Reduction in mortality during growout. EU farms eage 80-85% survival.
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Unless considerable cost reduction is achievedonti#hegro producers will not be able to exportipabfy
to EU countries and so would be better advisedbtwentrate on the local market, taking advantagef
ability to market directly to shops and restauramd so maximise sales price.

6.8. To develop fisheries partnership agreements in thexploitation of pelagic species

Montenegro has an unexploited stock of 9,000 tomfigselagic species which are both inside and detsi
the 12 nm territorial limit. Optimum harvesting &) with the optimum fat content, are in July foclzovies
and from October to March for sardines. The loda¢tf has only very limited capacity to harvest ées
stocks. However, processing investment is beingseged in Bar to process some 20m cans of fish
(equivalent to 3,600 tonnes of fish). The humansoomption market for these species is also fairhatile.

In contrast, some successes have been made mgdah as feed fish for tuna fattening.

Fishery Partnership Agreements are used as a ngamkich foreign fishermen pay licence fees foremsc

to the fishery. Agreements may be struck with imdiial operators through selling annual licences,fee
through joint ventures or via negotiation with oatil or international bodies. The European Commurats

a specific unit for negotiating FPAs (Directorate #&d may act as a conduit to negotiating access fo
Community fishers (ltalian vessels). The advantalyaegotiating with the EC is that the Commissias,
part of its new approach to partnerships’ seeksdwetribute not only to licence revenues, but also t
supporting institutional strengthening. As partted Community FPAS, the private sector is also irequo
pay a contribution.

No recommendations are stipulated at this stage tee size of the Agreement and budgetary payménts
is a part of the negotiation process.
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Appendix 1: Summary statistics on the fishing stigu

Number Employed Production (tonnes)  Value (€'000)
FISHING VESSELS
Full time marine 17+ 52 600
Part time marine 70 70 1100
Full time inland Lake 105 210 520
Part time inland Lake 100 200
Total 28¢ 532 222( 284(
FISH FARMS
Mussel 16 32 200
Bass & Sea Bream 1 4 50
Trout 20 133 450
Carp 1 2 5
FISH PROCESSIN!
Fish trade and distribution 3xx 17 540
(Bar & Kotor)
Fish Processing (Rijeka 1 109 1178
Crnojevica)
Total 4 126 2218

* Number of full time licences has been 22; 2 ofabhare purse seiners. In 2005 only 11 trawlerevieensed; ** 1
additional plant under construction under Norwegiamership with potential to employ up to 200; 961 of sprat &
sardines, 70 carp, 147 albarnus.
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Chart 1: Structure of MOAFWM
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Chart 2: Organisational structure of the Veterinary Administration, Montenegro
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List of EU Veterinary Legislation quoted in this dacument

Short title

Full title

Publication details

Basic food safety legislation

Regulation (EC
178/2002

Regulation (EC) No 178/2002 of the European Pa#kt and of
the Council of 28 January 2002 laying down the galn@rinciples
and requirements of food law, establishing the Ream Food
Safety Agency and laying down procedures in mati&feod
safety

0OJ L 31,1.2.2002, p

Regulation (EC)

Regulation (EC) No 852/2004 of the European Pasianand of

OJ L 139, 30.4.2004, p.1

852/2002 the Council of 29 April 2004 on the hygiene of fetufs
Regulation (EC | Regulation (EC) No 853/2004 of the European Pa#diainand o OJ L 139, 30.4.2004, p.
853/2002 the Council of 29 April 2004 laying down specifigdiene rules for

food of animal origin

Regulation (EC)

Regulation (EC) No 854/2004 of the European Pasiainand of

OJ L 139, 30.4.2004, p.206

854/2002 the Council of 29 April 2004 laying down specifides for the
organisation of official controls on products ofraal origin
intended for human consumption
Residues, contaminants and additives
Regulation Council Regulation (EEC) No 2377/1990 of 26 JungQLiying 0OJ L 224,18.8.1990, p.1
(EEC) down a Community procedure for the establishmemakimum
2377/1990 residue limits of veterinary medicinal productdandstuffs on

animal origin

Directive (EC)
23/1996

Council Directive 96/23/EC of 29 April 1996 on maess to
monitor certain substances and residues therdferanimals and
animal products and repealing Directives 85/358/EEG
86/469/EEC and Decisions 89/187/EEC and 91/664/EEC

OJ L 125, 23.5.1996, p.

Directive (EC)

Council Directive 1999/29/EC of 22 April 1999 orethindesirable

OJ L 115, 4.5.1999, p.32

29/1999 substances and products in animal nutrition

Regulation (EC | Commission Regulation (EC) 466/2001 of 8 March 266iting OJL77,16.3.2001, ¢
466/2001 maximum levels for certain contaminants in foodstuf

Directive (EC) Commission Directive 2002/69/EC of 26 July 200Zrgydown the| OJ L 209, 6.8.2002, p.5
69/2002 sampling methods and the methods of analysis éopfficial

control of dioxins and the determination of dioXike PCBs in
foodstuffs

Directive (EC)
70/2002

Cammission Directive 2002/70/EC of 26 July 2002 ekishing
requirements for the determination of levels ofxitis and dioxin-
like PCBs in feedingstuffs

0J L 209, 6.8.2002, p.

Regulation (EC)
1831/2003

Regulation (EC) No 1831/2003 of the European Pasiat and of
the Council of 22 September 2003 on additives &ar im animal
nutrition

0OJ L 268, 18.10.20083, p.29

Fish diseases

Directive (EEC)
67/1991

Council Directive of 28 January 1991 concerningdahamal healtt
conditions governing the placing on the marketafaculture
animals and products

OJ L 46, 19.2.1991, [

Directive (EEC)
53/1993

Council Directive 93/53/EEC of 24 June 1993 intrcidg
minimum Community measures for the control of derfsh
diseases

OJ L 175, 19.7.1993, p.23

COM (20(5) 362
final

Proposal for a Council Directive on animal heattjuirements fo
aquaculture animals and products thereof, and @pitevention
and control of certain diseases in aquatic animals

Environment

Directive (EEC)

Council Directive of 30 October 1979 on the quatiguired of

OJ L 281, 10.11.1979, p.47

923/1979 shellfish waters
Directive (EC) Directive 2000/60/EC of the European Parliament airithe 0OJ L 327, 22.12.2000,
60/2000 Council of 23 October 2000 establishing a framewfork

Community action in the field of water policy
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The list of priorities for financing under EFF

Fleet structures

Fleet scrapping;

Support for temporary cessation;

Support for collective actions;

Support for diversification to sustainable fisherie

Aquaculture:

diversification towards new species and produatibspecies with good market prospects;
implementation of breeding methods substantialjuoeng environmental impact when compared
with normal practice in the fisheries sector;

support for traditional aquaculture activities imgnt for preserving both the economic and social
fabric and the environment;

measures of common interest relating to aquacuésnerovided for in Chapter Il of this Title and
vocational training;

compensating for the use of aquaculture productiethods helping to protect the environment and
conserve nature;

implementation of public and animal health measures

promoting forms of aquaculture comprising protatt@md enhancement of the environment, natural
resources, genetic diversity, and management datiuscape and traditional features of aquaculture
Zones;

promoting participation in the EU eco-managemeunitaundit scheme;

promoting organic aquaculture;

granting shellfish farmers’ compensation for thenperary suspension of farmed mollusc
harvesting.

Processing

improving working conditions and vocational traigin

improving and monitoring public health and hygi@eaditions or product quality;
reducing negative impacts on the environment;

helping to improve the use of little-used spedigsproducts and waste;

applying new technologies, or developing e-commerce

marketing products mainly originating in landingsrh the local fleet.

Collective action

contribute sustainably to better management orezeation of resources, or to the transparency of
markets in fishery and aquaculture products;

involve collective investments in the developmehibreeding sites, in waste treatment or in the
purchase of production, processing or marketingpegent;

promote partnership between scientists and operatdhe fisheries sector.

Fishing ports

improving the conditions under which fishery protuare landed, processed and stored in the ports;
the provision of fuel, ice, water and electricity;

fishing vessel maintenance and repair equipment;

improvement of quays in order to improve safetyirtdyithe landing or loading of products;
computerised management of fishing activities.
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Promotion and development of new markets

conducting national and transnational promotiongagns;

the disposal of surplus or underexploited spectashware discarded or of no commercial interest;
implementation of a quality policy for fishery anquaculture products;

promotion of products obtained using methods vath impact on the environment;

quality certification;

labelling, including the labelling of products caugsing environmentally friendly fishing methods;
product promotion campaigns or campaigns to imptbgemage of the fisheries sector;

market surveys.

Sustainable development of coastal communities

maintain the economic and social prosperity of éhaeas and value to fisheries and aquaculture
products;

maintain and develop jobs in coastal fishing ardasugh support for diversification or the
economic and social restructuring of areas facetth wocio-economic difficulties as a result of
changes in the fisheries sector;

promote the quality of the coastal environment;

support and develop cooperation between natiorthtransnational coastal fishing areas.



