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I INTRODUCTION

1. OBIJECTIVE, PURPOSE AND COVERAGE OF THE STRATEGY

The National Strategy with Action Plan for transposition, implementation and enforcement of the EU
acquis on Environment and Climate Change (the Strategy with AP) 2016-2020 is adopted in order to
achieve gradual and complete transposition of the entire EU acquis for Chapter 27-Environment and
Climate Change into the legal system of Montenegro. In November 2013 based on the Screening
Report presented by the EC, Council decided that Montenegro needs to fulfill the opening benchmark
inorder to open the negotiations with the EUfor Chapter 27 (Environment and Climate Change).

The EU considered that the opening of the Chapter 27 could be envisaged once it is agreed by the EU
that the following benchmark is met: Montenegro presents to the Commission a comprehensive
national strategy, induding an action plan, which will serve as a basis for transposition,
implementation and enforcement of the EU acquis on environment and dimate change, including
plans for the development of the relevant administrative capacities and an estimation of the financial
resources required. Particular attention should be given to: alignment with water and waste sectors
acquis, integrating waste minimisation measures and management of waste that cannot be treated
other than landfilled, and to the policy planning and administrative capacity considerations for climate
action. Accordingly, the objectives were defined, taking into account dear recommendations from the
Screening Report on Chapter 27, Opening Benchmark as well as those given in the Opening Benchmark
Meeting held in May 2014.

Also, some of the objectives were defined by taking into account the need of achieving certain
standards that are prerequisites for the fulfiilment of certain objectives referred to in
recommendations contained in the Screening Report.

Additionally, the Strategy lays down obligations in the context of continuous coordination of activities
undertaken by state bodies and local government bodies competent for environmental protection in
the process of harmonization of the national legislation with the EU acquis.

The Strategy and the AP will enable the Government of Montenegro to monitor whether the planned
obligations are fulfilled and whether the planned measures are implemented within the set time-
limits, including timely planning and provision of necessary financial and technical assistance to the
competent bodies of Montenegro, from national, international and the EU sources.

From the perspective of Montenegro, the progress made in the process of alignment of the
Environment and Climate Change sectors within the scope identified by the Strategy, creates
opportunities for adequate development and necessary adjustment of administrative and technical
capacities of Montenegro for environmental management whichisin line with the EU standards.

Based on the timeframe and activities given in the Strategy, Montenegro will transpose and implement
most of the acquis in the area of Environment and Climate Change by the end of 2020. Transitional
periods will be required for certain directives and deadlines for their transposition have been indicated
in the AP based on the economic and financial analysis. The adoption of the Strategy with the AP
needs to be followed in short order by Directive Specific Implementation Plans (DSIPs), particularly for
the Investment Heavy Directives of the main cost contributing sectors: Water, Waste and Emissions to
Air. Based on the DSIPs the transitional periods will be defined precisely.



One of the priority issues that will be tackled with the priority is further capacity building with the
spedal focus on the reorganisation and significant strengthening of capacities of the environmental
inspection system in accordance with the Recommendation of the European Parliament and of the
Council providing for minimum criteria for environmental inspections in the Member States
(2001/331/EC).

As far as the most subsectors are concerned spedal attention will be given to the Horizontal
Legislation, Water Quality, Waste Management, Nature Protection, Climate Change, Industral
Pollution and Chemicals. Also, it is important to mention that the following information systems are
planned to be developed: Environmental Information System, Information System for Sustainable
Development, Common Emergency Communication and Information System, Water Information
System, Forest Information System and Monitoring System Logs etc. All those information systems will
be established in accordance with the provisions of the Law on e-Government and fully implementing
the existinginformation resources.

Regarding the overall cost of the accession process for Chapter 27, Montenegrin institutions consider
these costsin the context of strategic planning of the accession negotiations process for all negotiation
chapters, being aware that these costs include costs of all current and future activities related to the
reforms needed for EU membership. Each line ministry plans its own budget every year, which
includes also costs related to adoption of the EU legislation, its enforcement and implementation and
capacity building needed to continue with EU accession process. Planning of budget is done carefully,
considering detailed analysis of basic macroeconomic indicators and its projections for the upcoming
years. Montenegro tends to apply new concept of economic governance and ensure coherent and
sustainable multiannual budget projections with detailed annual budget.

During the budget planning exercise all possible risks are taken into consideration, especially risks
related to current narrowing of fiscal space, as a result of significant investments in infrastructure
projects in the area of transport and energy. Even though in the short term this is a constraint,
projections in the long term show that these investments will contribute to the increase GDP and
improve overall macroeconomic situation, trough increases of employment, aggregate demand and
new investments. Therefore, this will in the long term create preconditions for widening of fiscal space
for new investments, induding these needed for the implementation of legislation in the environment
sector.

2. STRUCTURE OF THE DOCUMENT

The Strategy has been prepared and structured based on the structure of the opening benchmark for
Chapter 27 for Montenegro and provides a clear list of priorities for the referred period 2016-2020 in
orderto achieve full alignment with the EU acquis in the area of Environment and Climate Change.

First part of the document is the strategic part which defines strategic approach of Montenegro to the
EU alignment process for Chapter 27 for all ten sub-sectors of the Chapter. It is developed based on
the detailed legal, institutional and economic/finandal gap analysis clearly presenting the current state
of play in terms of transposition, implementation and enforcement of the EU acquis. Using that as the
starting point, the first part spells out measures that Montenegro will take in order to achieve full
compliance with the EU acquis. Defined measures are related to transposition, strengthening
administrative capacities and better organization of relevant institutions in charge for Environment



and Climate Change, while special emphasis was given to the need to strengthen the enforcement of
the national legislation. The measures were designed towards fulfiiment of recommendations defined
by the Screening Report for this chapter, as well as opening benchmark. All the measures are in line
with the measures provided in the existing national strategic documents in the subsectors of the
Environment and Climate Change sector (National Strategy on Climate Change until 2030, National
Strategy for Air Quality Management with the Action Plan 2013-2016, National Strategy on Sustainable
Development 2030, National Strategy on Waste Management until 2030, National Plan on Waste
Management 2015-2020, National Strategy on Chemical Management 2015-2018, National
Biodiversity Strategy with the Action Plan 2016-2020, National Strategy for Integrated Coastal Zone
Management, National Action Plan for the Implementation of Stockholm Convention, National Action
Plan for Fight Against Desertification).

Following the measures defined in the first part of the document, the list of detailed activities that will
be undertaken in the forthcoming period is presented in the third part of the document, the AP, with
precise timelineforthe fulfillment of those activities.

Second part of the document is economic and finandial analysis which contains estimation of total cost
for alignment, financial affordability constrains and financial resources required. This part was
developed based on the economic gap analysis. An overall macroeconomic approach was used to
assess the issue of economic versus financing costing of alignment with the EU acquis on Environment
and Climate Change and to formulate a sound finandng strategy based on possible funding sources
and taking into account the affordability constrains of the citizens in a medium and long term period to
achieve full alignment with the EU acquis until the year 2035. The overall cost of alignment according
to this analysis will be 1,42 billion euros and most demanding sub-sectors are Water Quality and Waste
Management due to the high infrastructural investments. Hence, Montenegro plans to develop DSIPs
for certain directives, as the first step in implementing the strategy, in order to have more precise
economic and financial planning and solid basis for negotiating transition period of Heavy Investment
Directives. In the AP of the document it has been clearly indicated for which directives the DSIPs need
to be developed.

Third part, which is the AP, contains an overview of activities which enables Govemment of
Montenegro to fulfil the obligations towards the European integration in a planned and proactive
manner, through the accomplishment of clearly defined objectives. Additionally, the AP represents an
overview of mechanisms and activities based on which it is evident what is intended to be achieved
within a specified period, based on realistic assessments and within the objective possibilities. The AP
represents plans of Montenegrin administration, in step by step approach, for each subsector, to
achieve full transposition and implementation of the acquis and to strengthen the administrative
capacities in all relevant institutions. Taking into account that enforcement is one of the key areas to
be strengthened in the forthcoming period, development of the capacities of AIA was given the special
attention and has been treated under the separate chapter. Plan for upgrading administrative
capacities of the Administration for Inspection Affairs in the area of Environment and Climate Change
is provided under the separate section of the AP 5.11. Major step that Montenegro will undertake
immediately is the assessment of the organization and development of the institutional capacity
building plan in coordination with all relevant institutions in order to set up an optimal institutional
framework which would enable successful implementation of Montenegrin legislation which is
harmonised with the EUacquis on environment and climate change.



Besides that, another key general step envisaged to be undertaken is establishment of environmental
financing by raising domestic sources of funding through new budget lines and Eco Fund. These
priority steps are defined in cooperation with the Ministry of Finance and taking into account overall
capacity of Montenegrin economy to support thisintention.

Strengthening of the administrative capacities in the field of environment is in line with plans
stemming from the relevant strategic papers of the country whose goal is setting the preconditions for
the full implementation of the acquis, including an adequate institutional and administrative
framework, namely the Montenegro Programme of Accession 2016-2018 and Strategy for the Public
Administration Reform.

3. APPLIED METHODOLOGY

Analytical work that preceded preparation of the Strategy and the AP included identification of legal,
institutional and economic gaps on the basis of available sources of data. The purpose was to form a
comprehensive analytical basis for preparation of the Strategy and the AP. The analysed legal aspects
of the alignment process included the following:

e Identification of elements of the EU acquis for which there is an obligation of their
transposition into the legal system of Montenegro (directives), and regulating through the
legislation of Montenegro those matters that are regulated by the EU legislation which does
not have to be transposed;

e Identification of all the sources of international obligations of Montenegro which refer to
environmental protection and climate change, in addition to the obligations arising from the
SAA;

e |dentification of the entire (national) environmental and climate change legislation of
Montenegro which contains transposed environmental protection and dimate change
requirements of the EU;

e Identification of the potential and existing gaps in the legislation of Montenegro;

e Proposal of short-term and medium-term priority measures for the activities to be
undertaken.

The analysed institutional aspects included the existing institutional framework for implementation of
the legislation on the environment and climate change, identification of the potential and existing gaps
etc. and formulation of the recommendations for taking priority measures for each of the analysed
sectors in order to eliminate all the identified shortcomings. Emphasis was placed on consideration of
institutional accountability and capacity of the bodies competent for transposition and
implementation of the EU acquis on environment and climate change.

From the perspective of a national legal system, the process of accession to the European Union is a
complex, iterative process consisting of three mutually related segments:

e Transposition of the EU acquis into the national legal system (transposition);

e Implementation of national legislation through which the EU acquis is transposed; This
segment includes, amongst other things, establishment of the institutional framework (at the



state and local government levels) that has capacity for implementation of environmental
legislation which is harmonised with the EU acquis;

e Establishment of enforcement mechanisms (at all administrative levels) that will be able to
ensure certain behaviour of all stakeholders in accordance with the new legislation, which is
harmonised with the EU acquis, including monitoring, supervision, sanctions and incentives;

In this framework, analysis of legal aspects of alignment gives information on the extent of gaps in
valid Montenegrin legislation on environment and climate change with regard to the full transposition
of the EU acquis on environment and climate change.

The aim of the analysis of the institutional framework for environmental management and activities in
the area of climate change in Montenegro was to obtain answer to the question as to what kind of
institutional adjustment of the environment and climate change sector has been made so far and what
remains to be done in order to set up an optimal institutional framework which would enable
successful implementation of Montenegrin legislation which is harmonised with the EU acquis on
environment and climate change. Analysis of capacities of public institutions responsible for ensuring
certain behaviour in the event of violation of the legislation through which EU environmental
requirements have been transposed (enforcement) is a particular issue that also has been given close
attention.

Objective consideration of the existing state of play was the first step in preparation of the Strategy
with a view to identifying the existing gaps in the most precise manner possible. The main source of
information were legal instruments of Montenegro and of the EU which have been in force on 30
September 2015, data and information collected from various reports, plans and other documents
which are more or less related to the environmental management and activities in the area of dimate
change. The list of used reference sources is attached at the end of this document.

Besides objective assessment of legal and institutional aspects of alignment, documentation basis for
preparation of the Strategy was also complemented by careful consideration and assessment of
economic and finandal aspects of alignment. Estimate of total alignment costs constitutes cornerstone
of the economic component of the Strategy. Moreover, costs are related to the reasonable
assumptions about the possibilities of cost recovery and finandal potential and on such basis it is
possible to establish an acceptable (reasonable) time frame for achieving full compliance with the EU
acquis. More details on the methodology used for economic and finandal part of the Strategy have
been provided within the chapter |l Economicand Financial framework foralignment.

Cost estimate was made intwo phases:

e Preliminary analysis was based on the existing studies, statistical data and budgets of different
institutions, particularly in the case of investment heavy directives. This initial estimate leads
to basic numerical indicators that will enable establishment of the framework for a more
detailed cost analysis for each directive or sector. Baseline scenario, based on the existing
information, makes it possible to carry out an overall macroeconomic analysis in order to
establish a preliminary estimated time frame needed for full harmonisation with directives,
from the investment point of view, having in mind investment needs of Montenegro within
limits of its financial and economic capacities;

e The best current estimate of alighment costs for sub-sectors of the environment and climate
change.



e Starting point of all these analyses basically includes the following:

e In-depth analysis of the existing sectoral (finandal) indicators in order to ascertain cost
estimate methodology that has already been applied;

e Matrix for units costs obtained from baseline scenario, existing feasibility studies or currently
implemented projects is being developed at the moment and, in principle, in those cases in
which data on specific unit costs cannot be obtained "the best estimate for the purpose of the
Strategy” is based on the conditions in Montenegro and experiences of other economies in
transition;

e This information is collected and used in the calculation model together with an appropriate
number of necessary prerequisites and specificsectoral parameters;

e The model is then adapted to the needs of Montenegro and its priorities and includes clear
modelling of input parameters in defining sectoral approaches. This would be analytical
interface. Further simplification of the results module, including graphic layouts that are easily
visually understandable, enables easy use of the model for assessing the impact of various
political decisions.

The AP defines the funds required for implementation of envisaged measures, and it should be noted
that Montenegro will rely mostly on its national financial resources in order to meet the standards in
Environment and Climate Change acquis. The budgetary funds for the measures related to
amendments to laws and by-laws are not indicated, because those measures will be part of the
employees' regular work, as well as regular costs of public discussion and operating costs of the
Government and parliamentary committees, in all stages from drafting to adopting legislation. This
means that for these measures additional budgetary resources are not required, so they are always
prescribed as regular. Since expert assistance will be required for finalization of drafting the legal acts
and compliance checks, the engagement of foreign experts through TAIEX assistance mechanism has
been envisaged. Montenegro will require technical assistance for implementation of some measures,
which has been envisaged trough TAIEX and IPA, depending on the availability of funds and maturity of
actions proposed. Priority activities from this document are fully in line with priority activities for
financingunder IPAII.

4. PARTICIPATION OF ALL RELEVANT STAKEHOLDERS IN DEVELOPMENT OF
THE STRATEGY AND THE AP

The Working group (WG) that prepared this Strategy and the AP consisted of 43 representatives of the
Ministry of Sustainable Development and Tourism, Ministry of Economy, Ministry of Foreign Affairs
and European Integration, Ministry of Agriculture and Rural Development, Ministry of Health, Ministry
of Interior, Ministry of Transport and Maritime Affairs, Environmental Protection Agency, Statistical
Office of Montenegro, Centre for Eco-toxicological Research and Institute of Hydrometeorology and
Seismology.

Work was steered by the Steering Committee chaired by the Minister of Sustainable Development and
Tourism. Members of the SC were Minister of Rural Development and Agriculture, State Secretary in
the Ministry of Finance, State Secretary in the Ministry of Economy, Director of Environmental
Protection Agency, State Secretary in the Ministry of Sustainable Development and Tourism, high level
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representatives of the Ministry of Foreign Affairs and European Integration, Ministry of Transport and
Maritime Affairs and Delegation of the EU in Montenegro.

In September and October 2015 few rounds meetings of the WG members and experts were held. The
new structure and the content of the document were prepared. Coordinators of the sub-groups within
the working group also held separate meetings with relevant stakeholders. Due to specific centralized
organisation of the Administration for Inspection Affaires, separate meeting with the inspectors from
the departments for environmental, water and forestry inspection was held. On 19th November 2015
spedal Workshop on economic and financial component of the Strategy was organised for the WG
members, were also representatives of the Ministry of Finance were present.

The Preliminary draft of the Strategy with the AP was presented to the SC on the meeting held on 15
December 2015. The Government was informed about the progress achieved in developing the
Strategy and key elements in the document (with the focus on the need for institutional and
administrative strengthening and economic and finandal costs) on the session held on 28 December
2015, and the Report was approved by the Government.

In the period between 15th December 2015 and 29th February 2016 the WG in cooperation with the
experts made further improvements of the document. Series of meetings were held for the purpose of
inter-institutional consultations. The First Draft of the Strategy was presented at the SC meeting on 4th
March 2016. After the meeting the document was put on the Ministerial web-page and the public
consultation process was opened for the next 40 days. During that period, several round tables on
different locations and with different stakeholders were held as part of the consultation process with
all relevant stakeholders.

5. MONITORING IMPLEMENTATION OF THE STRATEGY AND ITS
ADJUSTMENT TO THE NEW CIRCUMSTANCES

Spedial attention will be paid to the continuous monitoring of the implementation of all measures and
level of achievement of the projected objectives. The AP with defined measures and deadlines serves
to facilitate the continuous monitoring. The MSDT, as the institution in charge for the coordination of
the processin this Chapter, set up a mechanism for continuous monitoring of the implementation.

At the operational level, WG established to develop the document, is in charge for monitoring and
reporting on the fulfillment of the Strategy with the AP. The overall coordination of the monitoring lies
with the MSDT. Additionally, WG for negotiations for Chapter 27, led by the Chief of the WG, and
Negotiator for the Chapter 27 meets on regular basis to review the progress and reports before the
submission to the Government.

During the monitoring of implementation, special support is expected to be provided by the civil
sector, whose representatives are members of the WG 27 and who will considerably, by giving their
expert comments and suggestions, contribute to the improvement of implementation of each activity,
its monitoring, but also to the maintenance of the necessary level of transparency. Moreover,
significant contribution to the monitoring process and the quality of implementation is expected from
the Non-governmental organizations with the expertise in the area of environment and climate
change. In April 2016, 15 NGOs formed Coalition 27 with the aim to monitor process of alignment and
negotiations for Chapter 27. The goal of the Coalition is to serve as the platform of the civil sector to
follow and promote the EU acquis and to contribute to the quality and transparency of the negotiation



process. On the long run, it will contribute to the capacity building of the institutions responsible for
Environment and Climate Change.

The monitoring of implementation of the AP is performed through a coordinator for each of the ten
subsectors of the Environment and Climate Change sectors. The coordinators directly cooperate with
focal points within the institutions/bodies in charge of implementation of envisaged activities and
receive from them information on all the issues that are relevant for the implementation. This means
that for each activity one person is determined by name as the responsible person for reporting on the
implementation of particular defined measures. Those focal points provide their inputs to the
coordinators every three months, who then prepare quarterly a report on undertaken activities for
their subsector. Overall quarterly reports will then be submitted by the MSDT to the Government.
Along with the data on implemented measures, the reports also indude information on possible
difficulties in their implementation, as well as the reasons for failing to fulfil the obligations from the
AP.

After the adoption of the forth report each year revised Strategy with the AP will be adopted. Such
approach will enable timely correction and adjustment of strategic commitments to the new situation,
i.e. to the achieved degree of alignment in order for the Strategy to serve as a basis for planning
activities of the MSDT and the Government in the coming one-year period and for adequate allocation
of budgetary funds for the next year. This approach will also ensure that all the preparatory activities
needed for provision of the EU assistance are undertaken in orderto fulfil planned obligations.

Since numerous intensive alignment activities were ongoing during preparation of the Strategy, the
first annual report on implementation, with proposed amendments to the Strategy and proposed
adjustment to the AP, will be submitted by the MSDT to the Government for consideration within one
year from its adoption, meaning by the end of July 2017.

Implementing bodies for IPA

According to the Law on Ratification of the Framework Agreement between EU and Montenegro on
the rules for implementation of IPA and decrees laying down rules for decentralized and indirect
management, contracting and implementation of EU financial support to Montenegro is performed by
implementing bodies. Currently, for the implementation of IPA there are two implementing bodies -
Directorate for financing and contracting of EU assistance within Ministry of Finance (CFCU) and
Directorate for public works which is specialized as implementing body for infrastructure projects.
Currently, 20 employees are engaged in CFCU on the jobs related to contracting of assistance under
IPA component IV (Human Resources Development) of IPA 2007-2013 and Country Action
Programmes for IPA 2014-2020. Additional 21 employees are engaged for contracting of IPA
Component Il (Regional Development) of IPA 2007-2013 and infrastructure projects in the Country
Action Programmes for IPA 2014-2020.

This functional segregation of implementing bodies is facilitating the capadty development in these
bodies, having in mind that these capacities will be the core of the future Managing Authority and
intermediate bodies for implementation of European Structural and Investment Funds (ESIF) after EU
membership. These plans are part of general capacity building and gradual development of structures
for managing of ESIF envisaged under negotiation process for Chapter 22 — Regional Policy and
Coordination of Structural Instruments.



II. LEGAL AND INSTITUTIONAL FRAMEWORKS OF ALIGNMENT
WITH THE EU ACQUIS

This chapter contains an overview and assessment of the current state of play regarding transposition
of the EU acquis on environment and climate change specified in ANNEX | to the Strategy, enforced
through laws and implementing acts (decrees, rulebooks and other legal instruments): of Montenegro,
spedified in Annex IV to this Strategy, induding identified lack of compliance/gaps and defined
elements of the measures to be taken in orderto eliminate the identified gaps.

This chapter also contains description of the existing institutions of Montenegro competent for
environmental protection and climate change issues and assessment of their capacities, i.e.
assessment of the degree of theiralignment.

e With regard to the EU requirements specified in ANNEX Il to this Strategy, which are related to
the need forfull transposition and practical implementation; and

e With regard to the EU requirements specified in ANNEX V to this Strategy, which refer to
enforcement and control of enforcement of the legislation of Montenegro which is
harmonised with the EU acquis.

The issue of implementation and enforcement of international obligations, arising for Montenegro
from international sources of environmental law, specified in ANNEX Ill to this Strategy is not given
spedal attention at the moment. These issues will be elaborated below only to the extent needed for
presenting the state of play in transposition of that part of the EU acquis on environment and dimate
change which incorporated into the legal system of the EU the obligations laid down by international
treaties to which the EU is one of the parties and, in that context, obligations of Montenegro to take
certain measures.

1. HORIZONTAL LEGISLATION

1.1 Transposition
1.1.1 Status Overview and Gap ldentification

Horizontal environmental legislation of the EU has started with its transposition into the legal system
of Montenegro in 2005. At the time when the Strategy was prepared, the major share of the EU
horizontal legislation has already been transposed through six laws and six implementing acts and
these pieces of legislation are being implemented. The following directives are fully transposed:

2|t is necessary to highlight application of the principle of conformity of the legislation (legality), according to which, under Article 145 of the
Constitution of Montenegro, “implementing acts are adopted on the basis of normatively regulated authority for the entity adopting the
enactment. The principle mentioned above also requires that laws and other legislation be adopted in the procedure set out in the
Constitution, i.e. within the scope of authorities established in the Constitution or, on the basis of a constitutional provision, in the law. In the
procedure for assessing conformity of such piece of legislation with the Constitution and law, the Constitutional Court examines whether the
contested enactment was adopted by the authorised body, whether the entity adopting the act had constitutional or legal authority for such
adoption (legal basis) and whether the piece of legslation, in terms of its content, aim and scope corresponds to those frameworks
established for it under the law.” — Decision of the Constitutional Court of Montenegro, U-Il br. 48/12 of 18 November 2015. When
transposing EU legislation into the legal system of Montenegro, the application of the principle of conformity of legislation should be borne in
mind if the decision is to be made on which matters and to what extent and with what content will be regulated under the law and which
ones will beregulated under implementing acts, in accordance withthe law.
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) Directive 2001/42/EC (SEA);

) Directive 2011/92/EU (EIA), which codified Directive 85/337/EEC and its amendments by
Directive 97/11/EC, Directive 2003/35/EC and Directive 2009/31/EC;

. Directive 2003/4/EC (access to environmental information);

. Directive 2003/35/EC (public participation and access to justice in EIA procedures and
procedures forthe issuance of IPPC permits);

. Directive 2004/35/EC (environmental liability), as amended by Directive 2006/21/EC (mining
waste), Directive 2009/31/EC (geological storage of carbon dioxide) and Directive 2013/30/EU (safety
of offshore oil and gas operations);

. Directive 2008/99/EC (on the protection of the environment through criminal law).

Amendments to the Directive 2011/92/EU made by Directive 2014/52/EU have not been transposed
into national legislation yet since the three-year transition period set for the transposition of this legal
act of the EU is still ongoing, planisto transpose within the timeframe given forthe member states.

Directive 2007/2/EC (INSPIRE), Regulation (1205/2008 (metadata), Regulation (EC) 976/2009
(definition of metadata elements), Regulation (EU) 268/2010 (access to spatial data sets and services),
Regulation (EU) 1089/2010 (interoperability of spatial data services) and Decision 2009/442/EC
(monitoring and reporting) have not been transposed yet.

Moreover, legislation required under the Directive 91/692/EEC (SRD) which would govern the system
of standardised reporting on implementation of the legislation through which provisions of the EU
environmental and climate change acquis have been already transposed into the legal system of
Montenegro, but still in process of adoption. Moreover, the piece of legislation that would govem
fulfilment of the obligations arising from the Regulation (EC) 401/2009 (EEA and EIONET) on
environmental monitoring and reporting has not been adopted yet.

1.1.2 Elements of Gap Removing Measures

In order to achieve full compliance of national legislation with the EU acquis in the area of horizontal
legislation, Montenegro defined measures for transposition of the following pieces of EU legislation in
the AP:

e Directive 2014/52/EU, within the time-limitset fortranspositioninthe directive;
e Directive 2007/2/EC (INSPIRE), until expiration of the short-term period (of two years);

e Regulation (EC) 1205/2008 (metadata), Regulation (EC) 976/2009 (definition of metadata
element), Regulation (EU) 268/2010 (access to spatial data sets and services), Regulation (EU)
1089/2010 (interoperability of spatial data services) and Decision 2009/442/EC (monitoring
and reporting), within one year afterthe adoption of the law;

e Directive 91/62/EEC (SRD) and Regulation (EC) 401/209 (EEA and EIONET), in the short period
(twoyears afterthe adoption of the Law).
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1.2 Implementation
1.2.1 Status Overview

Directive 2011/92/EU on the assessment of the effects of certain public and private projects on the
environment (EIA) is fully implemented through the Law on Environmental Impact Assessment and its
accompanying implementing acts. Impact assessment is carried out for all new projects and for their
amendments as well. The Law has been implemented since 2008 at both, national and local levels.
Two lists of projects have been compiled — List | for which EIA is mandatory and List Il for which EIA
may be required. Moreover, cross-border procedure is also carried out in order to inform the other
states if implementation of a project may have a significant impact on the environment of another
state. It is also important to mention that Montenegro is a Party of Espoo Convention. Its
implementation has started in 2009.

Directive 2001/42/EC on the assessment of the effects of certain plans and programmes on the
environment (SEA) has been fully implemented through the Law on Strategic Environmental
Assessment since 2008 at both, national and local levels. Strategic environmental assessmentis carried
out for all plans and programmes whose implementation may have impacts on the environment, as
well as for their amendments. Also, Montenegro is a party of SEA Protocol, whose implementation has
startedin 2009.

Directive 2003/35/EC providing for public participation in respect of the drawing up of certain plans
and programmes relating to the environment and amending with regard to public partidpation and
access to justice Coundl Directives 85/337 and 96/61 has been fully transposed through the Law on
Strategic Environmental Assessment and Law on Environmental Impact Assessment.:

Directive 2003/4/EC on public access to environmental information and repealing Coundil Directive
90/313/EEC is implemented through the Law on Environment+ and Law on Free Access to Informatiorns
at both, national and local levels.

Directive 2004/35/EC on environmental liability with regard to the prevention and remedying of
environmental damage is implemented through the Law on Lability for Environmental Damage.s
Polluter pays principle is a fundamental principle of this Law. The Law sets out the activities that pose
environmental risk. When environmental damage has not occurred yet, but there is an imminent
threat of its occurrence, the operator is obligated to take necessary preventive measures without
delay, in order to prevent it. Remediation measures are taken in the event of damage occurrence.
Moreover, the system of insurance for environmental liability and imminent threat from the
occurrence of environmental damage has been set up in Montenegro. According to the Law on
environmental liability the operator is a legal person or entrepreneur who is responsible to carry out
the remedial and preventive measures and the operator must bear the full costs.

Directive 2008/99/EC on the protection of the environment through criminal law is implemented
through the Criminal Code’and Law on Liability of Legal Persons for Criminal Offences.

3 Official Gazette of RMNE 80/05, Official Gazette of MNE 40/10, 73/10, 40/11,27/13.

4 Official Gazette of MNE 48/08, 40/10, 40/11,27/14.

5 Official Gazette of MNE 44/12.

6 Official Gazette of MNE 27/14.

7 Official Gazette of RMINE 70/03, 13/04, 47/06, Official Gazette of MNE 40/08,25/10,32/11, 64/11, 40/13, 56/13, 42/15,58/15.
8 Official Gazette of RMNE 2/2007, 13/2007 and Official Gazette of MNE 30/2012.
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1.2.2 Competences and Capacities

Directive 2011/92/EU on the assessment of effects of certain public and private projects on the
environment (EIA)

MSDT is competent for transposition of the Directive and for conducting the second instance
administrative procedure.

The Environmental Protection Agency (EPA) is the institution competent for implementation of the
legislation harmonised with the Directive, as well as for conducting procedure for environmental
impact assessment of certain public and private projects at the national level, while secretariats
competent for environmental matters in local government units in 23 munidpalities in Montenegro
are responsible for implementation and conducting procedures at the local level. It means that EPA
and local municipalities units are responsible for the firstinstance procedure.

After full transposition of the Directive of the European Parliament and of the Coundl 2014/52/EU
amending Directive 2011/92/EU there will be no changes in terms of institutions competent for its
implementation, so it means there will be no changes in institution competendies. As it is mentioned
EPA is and will be responsible for the entire EIA procedure, while Ministry as it is for the time being for
the secondinstance procedure (works on appeals).

Regarding a new artide 9.a (conflict of interest) an appropriate separation between conflicting
functions performing the duties arising from EIA Directive will be explicitly written / ensured in the
new EIA Law. Itis important to mention that each Directorate in Ministry of Sustainable Development
and Tourism has its own competencies; EPA has its own competencies that are separated. The
transposition of the new EIA Directive will be fully compliant with the new Law on administrative
procedures in order to fully take into account appropriate separation between conflicting
functions/institutions.

The Administration for Inspection Affairs (AlA) is competent for inspection control of implementation
of this piece of legislation.

The existing administrative capacity for implementation of the Directive 2011/92/EU in competent
institutions is insuffident in terms of number employees, particularly at the level of local government.
Bearing that in mind, on the basis of the analysis of needs the Plan for the upgrade of the
administrative capacities on local level, including inspections, will be done.

One person at the MSDT is responsible for transposition and conducting second instance
administrative procedure in the event of an appeal, as well as for all the other affairs related to SEA (as
well as EIA) falling within competence of the MSDT, and that person at the same time works together
with two lawyers from the MSDT and receives practical assistance regarding implementation from the
EPA staff.

In accordance with a job classification, four persons at the EPA are responsible for application and
conducting environmental impact assessment of certain public and private projects at the national
level.

In 23 municipalities in Montenegro, there is a total number of 27 employees responsible for
application and conducting environmental impact assessment of certain public and private projects
and they are at the same time in charge of other environmental matters (at the local level).
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For the purpose of exercising inspection control of implementation of environmental legislation, a
total of six inspectors are employed at the Environmental Inspection Division of the AlA and two more
inspectors are employed at the Division for Water Inspection.

Directive 2001/42/EC on strategic environmental assessment of certain plans and programmes

The MSDT is competent for transposition of the Directive and for conducting second instance
administrative procedure, as well as for implementation of the legislation on Protocol on Strategic
Environmental Assessment (SEA Protocol) to the Convention on Environmental impact Assessment in a
transboundary Context (ESPOO) is implemented in Montenegro, if a plan/a programme may have an
environmental impact on another state.

The EPA is the institution competent for implementation of the legislation harmonised with the SEA
Directive, as well as for conducting procedure for strategic environmental assessment (for the phase of
giving/refusal consent), while secretariats competent for environment in local government units in 23
munidpalities in Montenegro are responsible for implementation and conducting procedures at the
local level. The law is also applied by other institutions at the central and local level which draw up
strategic documents (plans and programmes) that are adopted by the Government or the Parliament,
or by local government unit.

The AlAis competent for exercising inspection control of the implementation of legislation.

Three employees at the MSDT are responsible for implementation of the legislation through which the
Directive 2001/42/EC on strategic environmental assessment of certain plans and programmes (SEA) is
transposed, as well as for implementation of the legislation through which the Directive 2011/92/EU
on the assessment of the effects of certain public and private projects on the environment (EIA) is
transposed.

Two employees at the EPA are responsible for implementation of the legislation through which the
Directive 2001/42/EC on strategic environmental assessment of certain plans and programmes is
transposed.

Directive 2003/35/EC providing for public participation in respect of the drawing up of certain plans
and programmes relating to the environment

The MSDT is competent for transposition of the Directive and its implementation at the national level.
The EPA is also involved in implementation at the national level, while implementation at the local
level falls within competence of the secretariats of the local government units responsible for
environment in 23 municipalities. The AlA is competent for inspection control of the implementation
of legislation.

The existing administrative capacity at the national and local levels is the same as that for
implementation of the Directive 2011/92/EU and Directive 2001/42/EC. Only in accordance with job

classification, three employees at EPA are responsible for implementation of the legislation through
which Directives 2003/35/EC and 2003/4/EC are transposed.

Directive 2003/4/EC on public access to environmental information

The MSDT is competent for transposition of the Directive and implementation of relevant legislation
(at the national level). The EPA is also involved in implementation at the national level, while
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implementation at the local level falls within competence of the secretariats of the local government
units responsible for environmentin 23 municipalities.

One employee at the MSDT is responsible for transposition and implementation of this legislation at
the national level and that person, together with two lawyers from the same ministry, is also
responsible forother affairsinthe area of horizontal legislation.

In accordance with job classification, three employees at the EPA are currently responsible for
implementation of the legislation through which Directives 2003/35/EC and 2003/4/EC are transposed.

A total of 27 employees in 23 municipalities are, amongst other things, responsible for the matters
related to access to information thatis relevant for the environment.

The Convention on Public Participation, Access to Information and Access to Justice in Environmental
Matters (Aarhus, 1998) - Aarhus convention is part of the national legal system. Its implementation has
started in 2009. As to foster implementation capadities four Aarhus centres were established (two of
them functioning as governmental centres and two of them are established by NGOs).

Access to justice in respect of environmental matters is governed by several pieces of legislation,
which fully transposed relevant provisions of the EU legislation goveming public access to
environmental information and public participation in making decisions on environmental matters,
while these are also aligned with Aarhus Convention. Legislation also regulates competence for
resolving administrative disputes and conducting relevant procedure. Still, one should note that case
law, which existsin respect of these matters, still leaves room for strengthening relevant capacities.

Directive 2004/35 on environmental liability

The MSDT is competent for transposition of the Directive and implementation of laws through which
this Directive is transposed. The EPA and the Ministry of Interior (MI) are also involved in
implementation of the legislation.

The AlAis the body competent for exercising inspection control of the implementation of laws.

The existing administrative capacity of crucial institutions competent for transposition,
implementation and supervision of implementation are as follows:

One person at the MSDT is responsible for transposition of this Directive and that person is also
responsible for all the other pieces of horizontal legislation and in continuous cooperation with two
lawyers from the same ministry that person is simultaneously engaged in transposition and
implementation of the EU acquis for six more directivesin the area of horizontal legislation.

One person at the EPA is responsible for implementation of laws and this is not the only task of that
person.

For the purpose of exercising inspection control of implementation of the entire environmental
legislation, a total of six inspectors are employed at the Environmental Inspection Division of the AIA
and two more inspectors are employed at the Division for Water Inspection.

Directive 2008/99/EC on the protection of the environment through criminal law

The Ministry of Justice (MJ), together with the MSDT, is competent for transposition of the Directive
intothe Criminal Code and Law on the Liability of Legal Persons for Criminal Offences.
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Besides the MSDT (one employee together with two lawyers from the MSDT), the other institutions
that are competent for implementation of the Criminal Code and Law on the Liability of Legal Persons
for Criminal Offences in the area of environment are the MJ (one employee), AIA, State Prosecution
Service, Misdemeanour Councils and competent courts.

Directive 2007/2/EC establishing an Infrastructure for Spatial Information in the European
Community (INSPIRE)

The MSDT is the ministry competent for transposition of the Directive. Since activities involving
transposition of the Directive are still at an early stage, the administrative structure for
implementation of the national legislation through which requirements for infrastructure for spatial
information in Montenegro will be transposed by the end of 2016. At the moment, one employee at
the MSDT is responsible for transposition of the Directive and that employee at the same time works
with other pieces of horizontal legislation and is assisted by two lawyers from that ministry.

Regulation (EC) 401/2009 of the European Parliament and of the Council of 23 April 2009 on the
European Environment Agency and the European Environment Information and Observation
Network

As a cooperating country, Montenegro is already involved in the European network system (EIONET)
through which member states and cooperating states report to the European Environment Agency
about state of the environment. The EPA is the institution competent for establishing and managing
national environment information and observation network which is a part of EIONET (MNE EIONET),
as well as for reporting. The system of national EIONET has not been set up yet. The project involving
technical assistance from the EU in identifying basis of environmental information system is currently
implemented. National Focal Point (NFP) was appointed, while EPA is responsible for reporting.
However, according to the assessment of the European Environment Agency (EEA) the reporting for
some segments is not satisfactory. Since national EIONET has not been set up yet at the EPA, it is still
not legally regulated, nor has job dassification been propery prepared for the necessary IT and other
technical staff.

Council Directive 91/692/EEC of 23 December 1991 standardizing and rationalizing reports on the
implementation of certain Directives relating to the environment

Legal obligations of the EU Member States to submit reports are laid down in numerous legal
instruments of the EU which govern environmental protection. This Directive improves and
rationalises procedures for reporting on the implementation of a huge number of directives and lays
down the obligation to submit reports on air pollution, changes in biodiversity and nature, chemicals,
natural resources, waste and water.

Provisions of this directive are implemented directly and are binding on the EU Member States. In the
period of EU accession, a candidate country for accession to the EU should establish necessary
mechanisms in state administration for timely reporting in the conditions of full-fledged membership.
Given the existing division of competences, the MSDT as the institution primarily competent for inter-
sectoral coordination of environmental matters will be responsible for implementation of this
Directive.

Montenegro is aware that it seems that SRD will be repealed by Commission and may be replaced by
completely different instrument. Montenegro will follow all European Commission instruments and
transpose andimplementanew instrumentin this area.
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1.23

Key Organisational and Capacity Gaps of Competent Institutions

As for the institutional set-up, competences and capacity available for efficent transposition and

implementation of the EU acquis in the area of horizontal legislation, the following key gaps have been
identified:

1.2.4

At the MSDT, which is the institution primarily responsible for transposition and
implementation of horizontal legislation of the European Union in Montenegro, there is no
sufficient number of employees to perform these tasks;

Human resource capacity for implementation of the legislation in other competent institutions
at the national and local levels are quite modest in quantitative terms and pose one of the key
barriers to a higher quality implementation of the EU acquis, which particularly refers to the
legislation through which the Directive on Environmental Impact Assessment (EIA), Directive
on Strategic Environmental Assessment (SEA) and directives referring to the access to
environmental information and public participation are transposed;

Communication and coordination of activities between authorities competent for
implementation of the legislation, as well as with the stakeholders, have to be intensified.
Capacity and infrastructure for transposition and implementation of the INSPIRE Directive are
yetto be developed.

Capacity for the performance of inspection control of implementation of the horizontal
legislationis quite modest;

It is necessary to build capacity of the authorities in justice sector for conducting
administrative procedures in respect of access to justice in environmental matters.

Elements of Institutional Adjustment Measures

In order to ensure efficient transposition and implementation of the EU acquis on horizontal

legislation, Montenegro intends to convey the following measures:

Ensure more effident internal organisation of employees at the MSDT and EPA by reallocating
available staff and, where necessary, by organising their additional training. Training will be
provided continuously. The plan of upgrading the administrative capacities in the field of
Horizontal legislation is giveninthe table XXVIII;

Develop institutional adjustment and capacity building plan for transposition and
implementation of horizontal legislation at the MSDT, EPA and local government units. This
activity is required for most of the subsectors; therefore it will be part of that overall activity.
Government will oblige MSDT to coordinate the capacity building and institutional adjustment
plan. Bearing in mind it is a precondition for other implementation activities it will be
considered as a priority requiring immediate action. The overall plan should be devolved no
laterthan | quarter2017;

Montenegro will develop a spedial plan for transposition and implementation of the Directive
2007/2/EC (INSPIRE);

Establish and regulate national EIONET for monitoring and reporting on state of the
environment. Appropriate professional and technical assistance at the EPA and in National
Reference Centres (NRC) will be needed for its functioning in accordance with rules of the
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European network EIONET will be provided (strengthened). The deadline for the realization of
this measure in 2018. The measure isalso envisagedinthe AP, table XXVII;

e C(Close attention will be devoted to establishment of a proper organisation, capacity and
manner of operation of the inspection authority competent for supervision of the
implementation of horizontal legislation, in accordance with the Recommendation
2001/331/EC of the European Parliament and of the Council providing for criteria for
environmental inspections in the EU Member States. Montenegro will progressively increase
number of inspectors in charge of Horizontal legislation issues. The deadlines are provided in
the Table LVIII of the AP;

e Ensure judges to be trained in order to strengthen capacity of administrative judiciary to
resolve administrative disputes in respect of access to justice in the procedures for rendering
decisions on environmental matters. The plan for raising the level of knowledge of all
stakeholders in the criminal law protection of the environment and public trough training and
workshops of the representatives of all institutions responsible for these issues (MJ, MSDT,
AlA, State Prosecution Service, court experts, courts) will be developed in | quarter 2017, as
defined in the Table XXVII of the AP. It means that MSDT will develop a Plan for building of
administrative capacities that will cover the governmental (all relevant institutions) and local
level for all horizontal directives. After its development and adoption a special attention shall
be given to trainings and awareness and Montenegrin participation in the EU environmental
bodies and networks. More details are given in section 5.1.2 in table XXVII Implementation
plan - Horizontal legislation - The preparation and implementation of the plan for raising the
level of knowledge (awareness) of all stakeholders in the criminal-law protection of the
environment and public through tailored made training and workshops of the representatives
of all stakeholders -institutions responsible for these issues MJ, MSDT, AIA, State Prosecution
Service, court experts, courts.

Detailed plan of actions with specific measures and timeline for achieving full implementation in the
area of Horizontal Legislation is provided in the AP Chapter 5.1.2. in table XXVII Implementation plan -
Horizontal legislation, where specificactivities with stict deadlines are specified.

2. AIRQUALITY

2.1 Transposition
2.1.1 Status Overview with Identified Gaps

Air quality in Montenegro is governed by the Law on Air Protection and provisions of twelve
implementing acts (six decrees and six rulebooks), by means of full transposition of the following EU
directives:

e Directive 2008/50/EC (AAQ);

e Directive 2004/107/EC (4. daughterdirective);
e Directive 2001/81/EC (NEC);

e Directive 94/63/EC (VOCs);

e Directive 2009/126/EC (VOCs-l1);
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e Directive 1999/32/EC (Sulphur content of certain liquid fuels).

Directive 2014/99/EU amending Directive 2009/126/EC have not been transposed yet. Directive
2015/1480/EU amending Directive 2008/50/EC has been already partially transposed and the
completion of transposition is planned for 2017. Once the Proposed Directive on reduction of national
emissions of certain atmospheric pollutants 2013/0443(COD) is adopted, the national legal act
transposing Directive 2001/81/EC (NEC) will be amended accordingly.

Note: Regulations concerning emissions from mobile sources (e.g. Regulation 595/2009 on Emissions
from Heavy Duty Vehicles or Regulation 715/2007 on Type Approval of Motor Vehicles Regarding
Emissions from Vehicles etc. are subject of accession negotiations under the Chapter 14 — Transport.
Therefore they were not considered in this document.

2.1.2 Elements of Gap Elimination Measures

The AP for full alignment of the legislation of Montenegro (see chapter 5.2.1 — Action Plan) sets out
that detailed transposition steps and actions within short-term period (of two years).

2.2 Implementation
2.2.1 Status Overview

Air quality in Montenegro is monitored in compliance with the EU requirement as of 2009, when basic
network for air quality monitoring was established and when air quality standards (thresholds, target
values etc.) were set in legislation in accordance with the Directive 2008/50/EC. On the basis of
available data, the territory of Montenegro was divided in 2011 in three air quality zones, whereas
network for air quality monitoring was expanded to include seven automatic stations in order to meet
minimum requirements set out in Directives 2008/50/EC and 2004/107/EC. All pollutants regulated in
the legislation of Montenegro in accordance with Directives 2008/50/EC and 2004/107/EC are
monitored regularly. The air quality monitoring system is operational in collecting and delivering
proper data. Air Quality data are available on-line in real time (http://www.epa.org.me/vazduh/) and
annually reported to EU through EIONET.

Exceedances of the limit values of PM10 particles have been detected in several municipalities
(Pljevlja, Niksi¢, and Podgorica). Besides detected exceedances of PM10 particles in the ambient air
occasional high values of SO2, NOx and CO emissions from stationary sources have been detected,
especially in Pljevlja. Air quality Plans were drawn up for all the munidpalities mentioned above (for
Plevljain 2013, Niksic 2014 and Podgorica 2015), so that all relevant zones are covered by air quality
plansso far.

In addition to Air Quality Plans adopted in accordance with Article 23 of Directive 2008/50/EC,
Montenegro adopted National Strategy for Air Quality Management (in 2013) with the Action Plan for
the period 2013-2016. The Action Plan envisaged 54 measures out of which 40 were realized and 6
measures are in the process of implementation. The rest of 8 measures shall be transferred into next
implementation period due to the justified postponement of implementation or need for their
reformulation. The Plan took the holistic approach, taking into account development of instruments
for Air Quality management, and both improvement of air quality and reduction of emission to air.
New Action Plan forthe period 2017-2020 shall be adopted by 31° January 2017.

Short term action plans, which in accordance with the Artide 24 of Directive 2008/50 /EC should be
adopted in cases of risk that the levels of concentrations of SO2, NO2 or ozone exceed alert or
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information thresholds, were not adopted since such a risk did not occur so far. However, the
mechanism is established to adopt such plans if the need be (for further implementation steps see
Section 5.2.2., paragraph 1 and 2).

Although fully transposed, the Directive 2001/81/EC (national emission ceilings - NEC) is not fully
implemented in Montenegro. National emission ceilings for acidifying and eutrophying substances and
ozone precursors have been established but they have not been accepted by the steering committee
of EMEP under the Convention on Long-range Transboundary Air Pollution (CLRTAP). Therefore,
although it ratified the Gothenburg Protocol, Montenegro is not its full-fledged member. It has not yet
developed the National Programme for Progressive Reduction of National Emissions. The reason for
that lies in the future regime of the key source of emissions of SO2 and NOx in the country - the
Thermal Power Plant in Pljevlja. According to the dedision of the Ministerial Council of the Energy
Community D/2013/05/MC-EnC, TP Pljevlja can, namely, use the opportunity to work for the
maximum of 20,000 working hours in the period 2018 - 2024, after which it would stop working or it
would go through a significant reconstruction which assumes installation of the equipment for
preventing the emissions of NOx and SO2 to be able to comply with the required standards. TP Pljevlja
decided to apply for the use of “opt-out” mechanismin line with the decision of the Ministerial Council
of the Energy Community D/2013/05/MC-EnC on the implementation of Directive 2001/80/EC on large
combustion plants (LCP), while the final decision on that will be made in the meeting of the Ministerial
Council of the European Energy Community at the end of 2016. If the ,,opt-out” is granted, TP Pljevlja
will reduce its emissions for around 50% in the period 2018-2024, by reducing its working hours in the
given period. Therefore, planned development of the the National Programme for Progressive
Reduction of National Emissions was postponed from 2015 to 2018, having in mind possible change of
work regime of the main source of emissions, as well as revision of the NEC Directive. (for the further
steps related to the implementation of NEC Directive see 5.2.2 Plan of Activities for Implementation of
Legislationinthe field of Air Quality, paragraph 3)

Note: Montenegro is aware of the fact that derogation granted by Energy Community on
implementation of LCP Directive (repealed in EU as of 1st January 2016) does not represent an
automatic derogation for IED Directive.

EPA keeps the inventory of the acidification and eutrophication polluting substances and ozone
precursors, but due to the technical problems and insuffident human resources, the data in the
inventory for 2012 and 2013 have not yet been completed. Historical data that cover the period from
1990 to 2011 have been submitted to the Secretariat of the CLRTAP and EIONET network. Projections
of the emissions have been done so far through project activities due to the fact that human resources
are lacking as well as the specificexpertise in the national institutions.

Provisions of the Directive 1999/32/EC relating to a reduction in sulphur content of certain liquid fuels
are implemented through the adopted legislation. Fuel quality has been monitored regularly since
2011. Provisions of the new Directive (EU) 2016/802 (codification) repealing Directive 2012/33/EU and
Directive 1999/32/EC have not been transposed yet. Montenegro is signatory to the Annex VI to the
MARPOL Convention. Following full transposition of the Directive (EU) 2016/802 which is planned in
2016 and training of port authorities on how to control marine fuels and equipment for emission
prevention in accordance with the legislation of Montenegro, which is harmonised with the Directive
and provisions of Annex VI to the MARPOL Convention, full implementation is expected by the end of
2017 (forfurthertransposition and implementation steps seeSection 5.2.).
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Legislation through which provisions of the Directive 94/63/EC (Volatile organic compounds resulting
from the storage of petrol and its distribution from terminals to service stations) and Directive
2009/126/EC (on Stage Il petrol vapour recovery during refuelling of motor vehicles at service stations)
are transposed into the legal system of Montenegro has not been implemented yet. The Law on Air
Protection and Rulebook on the protection of air against volatile organic compounds (VOC) resulting
from storage, decanting and distribution of petrol set out the time-limit by 2020 for their full
implementation in Montenegro. The reason for setting out final time-limit for alignment, i.e. full
implementation of these pieces of legislation at the end of the medium-term period (of four years) is
the fact that it is necessary to make considerable investments in equipment for recovering volatile
organic compounds from storage tanks at terminals, as well as in adequate equipment on transport
tanks and tanks and pumps at petrol stations, while fuel distributors will be able to procure such
equipment by 2020.

Detailed implementation actions are presented in the Chapter5.2.2. of the AP.
2.2.2 Competences and Capacities

The MSDT in Montenegro is the institution primarily responsible for transposition of the European
Union pieces of legislation and monitoring of the implementation of the legislation of Montenegro on
air quality. The EPA and other ministries and public institutions are also involved in practical
implementation and supervision of implementation of certain legislation.

Directive 2008/50/EC on ambient air quality and cleaner air for Europe

The MSDT is competent for transposition of the Directive and administrative supervision of
implementation of laws and implementing acts through which this Directive is transposed.

The EPA which manages the network of air quality monitoring stations is also involved in
implementation and in addition to that it is also competent for modelling, zoning, drawing up and
implementation of air quality plans in the event of exceedances of threshold or target values of
pollutants, drawing up of the reports on air quality, informing public about air quality and submission
of data onair quality to the European Environment Agency through EIONET.

The Centre for Eco-toxicological Research (CETI) implements annual air quality monitoring programme
at measuring points in the national network established for the purpose of air quality monitoring,
exceptat measuring points used for monitoring cross-border air pollution and allergenic pollen.

The Institute of Hydrometeorology and Seismology (IHS) is involved in implementation of these pieces
of pieces of legislation through calculation of natural contribution to air pollution and monitoring air
guality atthe EMEP station for monitoring cross-border transmission of pollution.

Local government bodies in the zone in which exceedance of permitted threshold has been registered
are competent for drawing up and implementation of air quality plans in cooperation with the MSDT
and EPA.

The AIA is the institution competent for inspection control of implementation of the entire
environmental legislation, including legislation governing air quality.

The existing administrative capacdity of key institutions competent for transposition, implementation
and supervision of implementation are as follows:
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e Only one person at the MSDT is responsible for transposition of EU legislation and
implementation of national legislation, and that person is also responsible for all the other
directives (nine directives) that are related to the air quality.

e One employee at the EPA is responsible for the Directive 2008/50/EC on ambient air quality
and cleaner air for Europe, Directive 2004/107/EC relating to arsenic, cadmium, mercury,
nickel and polycyclic aromatic hydrocarbons in ambient air, Directive 2015/1408/EU relating to
reference methods and Directive 1999/32/EC relating to a reduction in the Sulphur content of
marine fuels.

e Eleven employees at the CETI are responsible for field measuring, laboratory analyses,
verification and validation of data and implementation of quality assurance programmes for
the data from measuring stations (QA/QC).

e The Environmental Protection Division at the IHS employs seven people who are, besides
protection of water and other aspects of environment, also responsible for air quality
monitoring.

e Four doctors of medicdne — spedalists in hygiene and one environmental engineer are
employed at the Institute of Public Health within the Centre for Health Ecology - Department
of Nutrition and Human Ecology, who are, under the environment-related aspects, responsible
for air quality monitoring.

e A total of six inspectors are employed at the Environmental Inspection Division of the AIA for
the purpose of exercising inspection control of implementation of the entire environmental
legislation.

Directive 2004/107/EC relating to arsenic, cadmium, mercury, nickel and polycyclic aromatic
hydrocarbons in ambient air

The MSDT is competent for transposition of the Directive and administrative supervision of
implementation of the legislation through which this Directive is transposed.

The EPA is the institution competent for managing national network of air quality monitoring stations
and, in addition to that, it is also competent for modelling, zoning, drawing up of the reports on air
quality, informing public about air quality and submission of data on air quality to the European
Environment Agency through EIONET.

CETI implements annual air quality monitoring programme at measuring points in the national
network established for the purpose of air quality monitoring, except at measuring points used for
monitoring cross-borderair pollution and allergenic pollen.

IHS is involved in implementation of these pieces of legislation through air quality monitoring at the
EMEP station used for monitoring cross-bordertransmission of pollution.

Transposition of this Directive and implementation of the legislation through which it is transposed is
responsibility of the persons who are also responsible for the Directive 2008/50/ EC on ambient air
quality and cleanerairfor Europe.

Directive 2001/81/EC on national emission ceilings of certain pollutants (NEC Directive)

The MSDT is competent for transposition of this Directive and drawing up of the National Programme
for Progressive Reduction in National Emissions.
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The EPA is responsible for keeping an inventory of acidifying and eutrophicating pollutants and ozone
precursors; however, due to technical issues and lack of human resources the inventory data for 2012
and 2013 were collected, but emissions were not calculated. Due to the lack of staff and spedific
expertise in national institutions, emission projections have so far been made through project
activities.

The existing administrative capacity of key institutions competent for transposition, implementation
and supervision of implementation are as follows:

e Only one person at the MSDT is responsible for transposition and implementation of this
Directive, and that person is also responsible for all other pieces of legislation (nine directives)
related toambientair quality.

e Two employees at the EPA are responsible for the inventory of air pollutants. They are also
responsible for compiling aninventory of greenhouse gases.

Directive 94/63/EC on the control of volatile organic compound (VOC) resulting from the storage of
petrol and its distribution from terminals to service stations

Transposition of this Directive falls within competence of the MSDT.

The AIA is the institution competent for exercising inspection control of implementation of the entire
environmental legislation, including legislation related to volatile organiccompounds.

The existing administrative capacity of the competentinstitutionsis as follows:

e Only one person at the MSDT is responsible for transposition and implementation of this
Directive, and that person is also responsible for all other pieces of legislation (nine directives)
related to air quality.

e Six environmental inspectors are employed at the AIA and their competences incdude all
environmental matters in all sub-sectors. Inspectors are not trained on how to control
implementation of technical measures in accordance with the Directive. As for inspection
control of mobile containers (tanks) for the transport of motor fuels, inspection control is
exercised by another inspectorate in accordance with the Law on the Transport of Hazardous
Substances.9

Directive 2009/126/EC on Stage Il petrol vapour recovery during refuelling of motor vehides at
service stations

Transposition of this Directive falls within competence of the MSDT.

The AIA is the institution responsible for inspection control of implementation of the entire
environmental legislation, including the legislation through which this Directive is transposed.

The existing administrative capacity of key institutions competent for transposition, implementation
and supervision of implementation of the legislation related to the petrol vapour resulting from
fuelling motorvehiclesisasfollows:

e Only one person at the MSDT is responsible for transposition of this Directive and monitoring
of implementation of the legislation and that person is also responsible for all other pieces of
legislation (nine directives) related to air quality.

9 Official Gazette of MNE 5/2008.
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e Six environmental inspectors are employed at the AIA and their competences incdude all
environmental matters in all sub-sectors. Inspectors are not trained on how to control
implementation of technical measures in accordance with the Directive.

Directive 1999/32/EC relating to a reduction in Sulphur content of marine fuels

The MSDT is competent for transposition of this Directive in cooperation with the Ministry of Economy
(ME) and Ministry of Transportand Maritime Affairs (MTMA).

Accredited laboratories perform sampling and analyse fuels by applying methods set out in national
legislation, and in accordance with this Directive.

The AlA is the institution competent for exercising inspection control of implementation of the entire
environmental legislation. Market inspection of the AIA is competent for control of marketing of
marine fuels.

Eight field offices of the Port Authority are responsible for controlling the use of marine fuels and
equipmentforthe prevention of emission of pollutantsinto the air.

The existing administrative capacity of key institutions competent for transposition of the Directive,
implementation and enforcement of the legislation through which the Directive is transposed into the
legal system of Montenegrois asfollows:

e Only one person at the MSDT is responsible for transposition of this Directive and monitoring
of implementation of the national legislation and that person is also responsible for all other
pieces of legislation (nine directives) related to ambient air quality.

e One person at the EPA is responsible for drawing up and coordination of the monitoring
programme, data collection and reporting on fuel quality and, in addition to this, that person is
also responsible for implementation of three Directives related to air quality (2008/50/EC,
2004/107/EC, 2015/1408/EU);

e Six environmental inspectors are employed at the AIA and their competences incdude all
environmental matters in all sub-sectors. Inspectors are not trained on how to control
implementation of technical measures in accordance with the Directive.

e In each of eight field offices of the Port Authority, one person is responsible for the control of
logbooks and technical documentation.

2.2.3 Key Organisational and Capacity Gaps

As for the institutional set-up, competences and capacity available for transposition of the EU
legislation and implementation of the Montenegrin legislation goveming air quality, the following key
gaps have beenidentified:

e In the MSDT, as the institution primarily responsible for transposition of air quality legislation
of the EU, only one personisresponsibleforthe overall issue of air quality.

e Human resource capacity for implementation of the legislation governing air quality at the EPA
is also insufficient for full implementation of the EU acquis, and particularly of the Directive
2008/50/EC, Directive 2004/107/EC and Directive 2001/81/EC in Montenegro;

e Capacity for inspection control of implementation of the legislation governing air quality is
quite modestand hasto be improvedinthatarea.
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2.24

Elements of Institutional Adjustment Measures

In order to ensure efficdent implementation of the EU acquis in the area of air quality, Montenegro
intends to convey the following:

3.

Establish more efficient internal organisation by reassignment of competences of available
staff at the MSDT, EPA and IHS and plan their additional training where necessary. The
reassignment of competences of available staff will be done according to the overall plan for
administrative capacities planned to be developed by the end of the | quarter 2017;

Train the staff at the EPA on electronic reporting on air quality to the EEA/EIONET (AQ e-
reporting), in accordance with the requirements of the network by the end of 2017 as
indicated in the point5.2.3. of the AP;

Train additional staff at the EPA on mathematical modelling, predictions and site-specific
dispersion of air pollution in accordance with the legislation harmonised with the Directive
2008/50/EC on ambient air quality by the end of 2017 as indicated in the point 5.2.3. of the
AP;

Train competent institutions identified and the staff on making emission projections in
accordance with requirements of the Directive 2001/81/EC (NEC), by the end of 2017 as
indicated inthe point5.2.3. of the AP;

Optimize the existing competences of EPA, IHS and CETI in order to more effectively utilise the
existing staff and equipment for the purpose of ensuring higher quality implementation of the
EU requirements, particularly of the Directive 2008/50/EC, Directive 2004/107/EC and
Directive 2001/81/EC, by the end of 2017 as indicated in the point5.2.3. of the AP.

WASTE MANAGEMENT

Waste is considered a sector that will pose particular challege for the candidate countries in this
regard because of the extent of the EU environmental requirements and the need for significant
investmentin environmental infrastructure in order to achieve compliance.

Because of the cost implications of approximation in the environment sector, effective systems for
managing transposition and implementation will be important in order to achieve timely and cost-
efficient progress.

Therefore, waste management represents one of the key challenges in the process of alignment and
special efforts will be focused on resolving all the problems in this area.
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3.1 Transposition
3.1.1 Status overview and gap identification

Waste managementis governed by a large number of regulations'® transposing, to a certain extent, the
EU legislation on waste management. EU legislation on waste management has been transposed into
the legal system of Montenegro by the existing regulations on waste management as follows:

A high degree of transposition has been reached in respect of the following directives:
e Directive 2008/98/EC (waste management);
e Directive 1999/31/EC (landfills);
e Directive 86/278/EEC (sewage sludge);
e Directive 96/59/EC (PCB/PCT);
Requirements underthe following EU legislation have been partly transposed:
e Directive 94/62/EC (packaging and packaging waste);
e Directive 2006/66/EC (batteries and accumulators);
e Directive 2012/19/EU (WEEE);
e Directive 2000/53/EC (end-of-life vehicles);

e Issues governed by Regulation (EC) No 1013/2006 (waste shipment) have been regulated by
domesticregulations toa small extent.

Requirements under the following directives have not been transposed into the legal system of
Montenegro:

e Directive 93/86/EEC (battery labelling);

e Directive 2011/65/EU (RoHS);

e Directive 2006/11/EC (mining waste);

e Directive 2000/59/EC (portfacilities for the acceptance of waste from ships).

A full implementation of the above mentioned EU legislation in Montenegro shall only be possible if, in
addition to the parts of EU rules not transposed so far, Montenegrin legal system also regulates the
issues now governed by other EU rules that together with the above directives make an integral whole
inthe EU law regulating the issue of waste management. Thisincludes the following EU legislation:

e Regulations associated with Directive 2008/98/EC (waste management):

e Regulation (EU) No 1357/2014 (amendments to Annex Ill of Directive2008/98/EC);
e Decision 2000/532/EC (list of waste);

e Decision 2014/955/EU (list of waste);

e Regulations associated with Directive 1999/31/EC (waste landfills):

e Decision 2003/33/EC (criteriaand procedures);

10Besides the Law on Waste Management from 2011, 8 regulations and 23 rulebooks are in place. 28 secondary regulations have been
adoptedin the period 2012-2015- V. Annex tothe Strategy, under V. WASTE MANAGEMENT.
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e Directive 2014/52/EU of the European Parliament and of the Council of 16 April 2014
amending Directive 2011/92/EU on the assessment of the effects of certain public and private
projects onthe environment

3.1.2 Elements of gap removing measures

A full transposition of the EU legislation and regulation of all the necessary issues in accordance with
the EU legislation (that is not subject to the obligation of transposition of waste management rules
into the legal system of Montenegro) is a condition for full application and implementation of the
requirements defined by the EU legislation. That is the only way to meet the (institutional and
budgetary) requirements towards a full implementation of all legal norms regulating the EU waste
management system on the entire territory of Montenegro before the accession of Montenegro to the
EU.

MSDT holds exclusive competence for the transposition of all the above mentioned rules and the
regulation of certain issues in accordance with the legislation for which there is no transposition
obligation, except for the rules on environmental statistics that are placed by law within the
competence of the Statistical Office of Montenegro (MONSTAT). In order to ensure data collection and
processing in accordance with the methodology that will be compatible with Montenegro’s statistics
legislation, and that is used for the preparation of data for the EU bodies, it is necessary for MSDT and
EPA to improve cooperation with the MONSTAT and prepare together with MONSTAT a secondary
legislation to regulate the issues related to the collection and processing of data on waste, in a manner

to ensure their maximum compatibility with the data currently collected and processed by the
MONSTAT.

Given that the transposition of EU legislation on waste is an extensive and complex task for any
country, and that there is a noticeable lack of institutional capacities for the execution of all the
necessary activities within a relatively short period of time envisaged by this Strategy the possibility of
providing EU expert support to MSDT should be considered. Such support would focus on the adoption
of the necessary secondary legislation within the deadlines that are much shorter than usual (two
years, for example), put conditions in place for the continuation of transposition of the EU legislation
into the legal system of Montenegro and ensure continuity with the already adopted amendments to
the Law on Waste Management. With expert support, transposition period specified in the TABLE
XXXII (TRANSPOSITION PLAN-WASTE MANAGEMENT) will be achieved fully.

3.2 Implementation
3.2.1 Status overview

Basic principles of waste management that EU waste management is based on, even though
integrated in the National Waste Management Strategy and National Plan for Waste Management, are
still not fully applied in the system of waste management in Montenegro, particularly when it comes to
the hierarchy principle which ensures compliance with the order of priorities in waste management
(prevention of waste creation, preparation for re-use, recyding and other recovery operations (use of
energy) and waste disposal). This also applies to the management of spedfic waste streams in
Montenegro. Systems for separate collection of municipal waste are not still established at a
satisfactory level, while exportation is the only option at present for certain types of specific waste
streams (e.g. spentoils).
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The waste management infrastructure developed includes regional landfills of non-hazardous waste?,
recycling centers?, facility for end-of-life vehides treatment:, transfer stations and recycling yardss.
A medical waste treatment facility for waste collected from the territory of several municipalities: has
been installed in the municipality of Berane, and another such fadility has also been installed in
Podgorica. The construction of facilities for the treatment of leachate at the landfill in Podgorica is
underway. It is planned to build landfill in HN after completing legal procedures in order to issuing a
building permit.

In implementation stage many of the real obstacles to a successful waste management strategy may
become apparent. Thus the adoption of the Strategy with AP 2016-2020 together with full
implementation of National Waste Management Plan is an important step along a longer path toward
sustainable waste management.

3.2.2 Competences and capacities

MSDT is primarily competent for the transposition of EU legislation and for governing the issues
regulated by the EU legislation whose transposition is not obligatory, as well as for the implementation
and monitoring of implementation of domestic waste management legislation.

Other ministries are also induded in certain aspects of waste management, such as MARD, MH, ME,
and MF.

EPA is responsible for the conduct of administrative procedures and issuance of permits, collection,
processing, maintenance of waste databases on waste and reporting.

MONSTAT is the institution competent for the collection and statistical processing of data on certain
typesand amount of waste, as well for EUROSTAT reporting.

Local self-government units are competent for the establishment of necessary infrastructure and
provision of services relating to municipal waste management.

AlA (ecological, market and mining inspection) is competent for the inspection supervision over the
implementation of legislation in the area of waste management, while at the local level, municipal
inspections are competent for certain types of supervision in the area of municipal waste
management.

Current administrative capacities of key institutions competent for waste management, including
monitoring of implementation of legislation, include the following:

e Five staff is employed in MSDT. The following additional capacities are responsible for the
management of certain types of waste:

e MARD (animal origin waste, slaughterhouse waste) has one staff;
e MH (medical waste) has one staff; and

e ME (mining waste) has one staff;

11 |In PodgoricaandBar.

12 |In Podgorica and Herceg Novi.

13 In Podgorica (two), Berane, Cetinje and Niksi¢ (one).

14 1n Kotor and Zabljak.

15 |n Podgorica (three), Herceg Novi (one), Kotor (one), Zabljak (one).

16 Kolasin, Mojkovac, Bijelo Polje, Pljevlja, Berane, RoZaje, Andrijevica and Plav.
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Four job positions have been systematized in EPA for instituting administrative procedures for
the issuance of permits, collection and updating of data on all types of waste and reporting to
national and Europeaninstitutions;

One staffisin charge of waste statistics in MONSTAT;

6 ecological inspectors are employed in AIA. Their competences cover all the issues relating to
environmental protection in all sub-sectors, including sub-sector of waste management.
Inspection supervision for certain types of waste could indude market, mining, veterinary,
phytosanitary, forestry, electricity and trafficinspection.

In the majority of local self-government units, administrative capacities in the area of waste
management are relatively low. On average, one person is responsible for the area of environmental
protection in each municipality. Local communities have organised their communal inspection service
for the purpose of monitoring municipal inspection in various ways.

3.2.3

Key organisational and capacity gaps

In terms of institutional organization, competences and available capacities for the efficient
transposition and implementation of legislation on waste management, the following key gaps have

beenidentified:

3.2.4

The structure of human resources in MSDT working at the Directorate for Waste Management
does not indude the post of a qualified legal officer who would work on the transposition of
the EU acquis and development of appropriate domesticlegislation.

EPAs administrative capacities for administrative procedures regarding the issuance of
permits, collection and updating of data on all types of waste and for reporting to national and
European institutions are not adequate in terms of either the number or the structure of
employees;

A centralised data collection system for the types and quantities of waste has not been on
satisfactory level yet.

Elements of institutional adjustment measures

In orderto achieve alignment with the EUacquis Montenegro intends to:

Strengthen human capacities within MSDT- Directorate for Waste Management, by employing
legal officers, among other staff - this will happen by the end of this year, and no later than the
first quarter of 2017 (see Table XXXIV);

Strengthen human capadities within EPA for conducting administrative procedures for issuance
of permits, collection and updating of data on all types of waste and for reporting to national
and Europeaninstitutions;

Ensure planning and implementation of special training for the staff of MSDT- Directorate for
Waste Managementand EPA,;

Prepare and perform intemal reorganization of AIA in order to dear division of competendies
and achieve greater synergy in the work of inspection bodies. Besides environmental
inspectors, certain inspection affairs in the area of waste management could be discharged,
provided there is additional training, by the inspectors primarily competent for other areas
(market, mining, veterinary, phytosanitary, forestry, electricity and trafficinspection);
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e Fully establish a centralised data collection system for types and amounts of waste through
the already established cooperation between EPAand MONSTAT.

4. WATER QUALITY

4.1 Transposition

4.1.1 Status overview and gap identification

Water quality is governed by an extensive legal framework.*” The key legislation is the 2007 Law on
Water, amended in 2015 for transposition of Directive 2000/60/EC (WFD) and other water directives.
Transposition was monitored by a table of concordance of national with EU legislation. Amended
Water Law needs some new modifications in order to be fully compliant with EU Water Directives. Full
transposition of EU legislation in the area of water quality will be done with new modification of Law
on Waterfrom 2015 and with adoption of implementing acts (see Table XXXV).

Adoption of the Law on Urban Waste Water Management until the end of 2016 and subordinate legal
regulations pursuant until the 2" quarter of 2017, Regulation on agglomerations in accordance with
Law on Urban Waste Water Management will be adopted 6 months after adoption of this Law, and
Regulations on establishment of sensitive areas, will fully transpose UWWT Directive into Montenegrin
legal framework. Montenegro plans to achieve full harmonization with the Maritime Strategy
Framework Directive 2008/56/EC, by adopting new norms and implementing acts (see Table XXXV).

The transposition of majority of the EU water directives is within the competence of the MARD.
Responsibilities for transposition of some of directives (WFD, UWWT, and Flood Directive) are partly
shared between MARD and other ministries (MSTD, MI). This sharing “issue” will be resolved through
establishment of the coordination body which work will be coordinated by the Ministry of Agriculture
and Rural Development. In accordance with own responsibilities Ml will take part in preparing the
regulations to be applied and implemented in emergency situations while the coordination of the
transposition of Directive 2007/60/EC (flood risk management) is the responsibility of MARD. Having a
number of competent authorities responsible for transposition of the EU water acquis, it is necessary
to enable close coordination of their activities with the aim to provide full transposition of EU water
acquis, avoiding any overapping of competences and duplication of activities. By enabling the
synergies in using existing institutional capacities, the competent authorities for transposition of EU
water acquis will ensure that transposition and implementation are full and correct. The objective of
institutional coordination is to force synergy among relevant institutions enabling that each within its
own competence, or in coordination with others, can ensure full and correct implementation of
national regulations by which the EU water acquis requirements have been transposed and objectives
are achieved.

17 A total of 21 regulations are implemented (two laws —Law on Waters from 2007 (“Official Gazette of MNE”, No. 27/07, 73/10, 32/11,
47/11, 48/15), and Law on Water Management Finance (“Official Gazette of MNE”, No. 65/08, 74/10 and No. 40/11) and 21 implementing
acts —five decrees, 13 rulebooks and 3 decisions; For details see Annex IV to the Strategy, under IV. Water Management). One rulebook
(Rulebook on more detailed content of preliminary flood risk assessment and flood risk management plan, “Official Gazette of MNE“ No.
69/15) was adopted with a view to achieving full transposition and implementation of Directive 2007 /60/EC on flood risk asses sment and
management.
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The transposition of Directive 2008/56/EC (Marine Framework Strategy Directive) and Directive
2014/89/EU (Maritime Spatial Planning) is under the responsibility of the MSDT, while for the
transposition of Directive 98/83/EEC (drinking water) MH is responsible authority.

Intersectoral coordination has to enable full and correct management of water resources. Thus the
coordination body will be coordinated by the MARD with participation of MSTD and all other
competentauthorities for EU water acquis.

4.1.2 Elements of gap removing measures

In order to establish efficient system for water management, the Montenegro will ensure full
transposition of EU water acquis until the end of 2018. The Plan of activities for transposition of
legislationin the field of water quality is presented in chapter 5.4.1of the AP.

The institutional gap related to lack of the intersectoral coordination will be eliminated as to provide
appropriate management of water resources. All competent ministries - MARD , MSDT, MI, MH will
contribute to the efficiency of the coordination body which will be established and coordinated by
MARD in order to achieve full and correct transposition and implementation of EU water acquis.
Ensuring the effective coordination of shared competences is vital for full and correct transposition of
Directives on UWWT, Drinking Water Directive and water services (urban wastewaters) regulated with
the WFD, as well as for the issuing certain permits/approvals to the operators. Only through such
coordination among competent authorities newly (upcoming modification of the 2015 Water Law)
adopted national legislation can be fully aligned with the EU water acquis.

4.2 Implementation
4.2.1 Status overview

Montenegro has so far focused more on the transposition of EU water acquis than to its
implementation. A full transposition of the EU water acquis will be achieved by the end of 2018.

By 2019, MSDT will ensure a full compliance with regulations governing sea water quality in
accordance with MSFD, while EPA will ensure the monitoring of sea water quality, as set by Artide 34
of the Law on Environment Protection.”

Under 2008 Law on Environment® the EPA was organising and implementing the monitoring of all the
segments of environment. Based on the new Law on Environment, adopted by the Parliament in July
2016, EPA is organizing and implementing the monitoring of all segments of environment, except for
water quality. Water quality is responsibility of MARD as it is defined by the 2015 Law on Water and
previously in 2007 Law on Water. The management and monitoring of the marine waters and coastal
area is within the competence of the MSDT in line with the national legislation (Law on Environment,
Law on Coastal Zone Management®, the legislation governing the organisation and operations of state
administration®) and international obligations undertaken until now (e.g. Barcelona Convention) which
regulates the protection and sustainable management of marine ecosystems and coastal area. Under
this and other relevant national legislation (Law on the Sea, Low on Preventing Pollution of the Sea
from Vessels, Low on Ports, etc. ), issues relating to preventing sea water pollution from vessels was

18~ 0fficial Gazette of MNE”, Nos. 48/08,40/10i40/11.27/14
19

Id.
20 «Official Gazette of RMNE”, Nos. 14/92, 59/92, 27/94 and the “Official Gazette of MNE”, No. 51/08, 21/09, 73/10, 40/11
2 Decree on the state administration organisation and operations (”Official Gazette of MNE”, Nos. 5/12, 25/12, 61/12, 20/13 and 17/14),
adopted pursuant to Article 24 of the Law on State Administration, ”Official Gazette of RMNE”, No.38/03 and ” Official Ga zette of MNE”, Nos.
22/08 and42/11.
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entrusted to the MTMA, its Maritime Safety Department and the Port Master’s Office. The Law on
Utility Activities® has the provisions pladng the maintenance and deaning of open beaches within the
competence of municipalities®, which isin line with the Law on Local Self-Government?:.

MARD will establish monitoring of freshwater, surface waters (for ecological and chemical status, and
the environmental potential) and ground waters (chemical and quantitative status) as well as the
coastal waters including transitional waters (in the scope of issues regulated by the WFD) in
accordance with WFD until the end of 2019.

Regarding the above, it must be noted that Montenegro is aware of the fact that transitional periods
(i.e. deadlines by which a requirement should be met or the implementation of which could begin
after the accession to the EU) for implementation could be applied, if required and duly justified, but
enforcement of EU reporting requirements are not negotiable. All such obligations have to be fully met
on the day of Montenegro’s accession to the EU.

Connection of households to sewerage system in urban areas amounts to around 67% and there are 4
wastewater treatment plants (WWTP) in function (Budva, Podgorica, Mojkovac and Zabljak) with
secondary treatment, in Podgorica WWTP is not effective and in accordance with EU standards, but in
other municipalities WWTP are in accordance with EU standards. The construction of urban WWTPs in
many municipalities and construction/reconstruction works on sewerage systems with EU standards is
under way. Strategic documents regulating the implementation of measures defined by the Council
Directive 91/271/EEC concerning urban waste water treatment are: the Strategic Master Plan for
Sewerage and Waste Water in Central and Northern Region of Montenegro (adopted in 2005 by the
Government) and the Master Plan for Waste Water Management on the Coast of Montenegro and in
Cetinje Munidpality (adopted in 2005 by the Government), which will be revised in 2017 and fully
complied with UWWTD, and they will deliver full implementation of the UWWTD. On the basis of the
above mentioned documents, Montenegro has prepared investment and implementation plans
specificforthe Directive concerning urban waste water treatment.

The majority of the population living in urban areas has access to drinking water which complies with
the standards of Drinking Water Directive. The monitoring of drinking water is carried out by 4
accredited national laboratories (Institute for Public Health - IPH, Centre for Ecotoxicological Research
of Montenegro — CETI, Chemical and Microbiological Laboratory within the Public Enterprise ,Water
Supply and Sewerage Company“ Podgorica and the Chemical Laboratory at the Medical Centre in Bar).
All 4 laboratories are accredited on the national level by the National Accreditation Body which is
accepted by the European Accreditation Body, which means that their accreditation is recognized at
European level. More specifically, CETlI and Medical Centre in Bar carry out certain physico-chemical
analysis of drinking water quality, induded in the accreditation, while the Public Enterprise ,Water
Supply and Sewerage Company“ Podgorica carries out physico-chemical and microbiological analysis of
drinking water for the purpose of self-control. IPH, responsible for physical and chemical analysis of
water and microbiological testing of drinking water, is responsible for control and monitoring of water
safety. However, adequate regulations and water quality control are still inexistent in small water
supply systems (with less than 50 inhabitants).

The protection from flood risks implemented on the basis of the General plan of protection from water
harmful effects (from 2010), which is made for the period of 6 years, accompanying Operational plan

22 Article 3, paragraph 1. line 6 (“Official Gazette of RMNE”, No. 12/95).
B u0fficial Gazette of RMNE”, No, 12/95, Article 3.
24 «Official Gazette of RMNE”, Nos.43/03, 28/04,75/05,13/06, “Official Gazette of RMNE”, Nos. 88/09, 03/10and 38/12.
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of protection. Flood plains have been identified for the Danube basin®® and the Adriatic Sea basir?®
withinthe obligations of the Flood Directive.

Montenegro is an active member of the International Commission for the Protection of the Danube
River (ICPDR) and has the status of observer in the International Commission for the Sava River
Catchment Area. Relations of Montenegro with its neighbouring countries Croatia and Albania are
regulated by respective Inter-state Agreements?’. All activities in a part of water management which
have cross border impact will be done in close cooperation and consultation with neighbouring
countries.

Detailed plan of actions and timeline for achieving full implementation in the area of Water Quality is
providedinthe AP Chapter5.4.2.

4.2.2 Responsibilities and capacities

According to the Law on Water and the Decree on the state administration organisation and
operations®, MARD is in charge for water management in Montenegro. MARD is in charge of
operations related to water management policy, water supply and exploitation, protection of water
against pollution, planning of water and water courses and protection from the flood effects. In that
respect, MARD is responsible for harmonization and implementation of the Directive 2008/105/EC,
Directive 2006/118/EEC, Directive 91/676/EEC, Directive 2006/7/EC and Directive 2009/90/EC. As
stated above responsibilities for transposition of Directive 2000/60/EC, Directive 91/271/EEC, Directive
2007/60/EC are shared between MARD and other ministries (MSTD, Ml).

Under existing regulations, MSDT is responsible for the activities relating to inter alia the system of
utility operations and coordination of regional water supply systems®, which requires the transposition
and implementation of EU legislation regulating, collection and treatment of urban wastewaters
(Directive 91/271/EEC), and transposition of the Directive 2008/56/EC (Marine Strategy Framework
Directive) and Directive 2014/89/EU (Maritime Spatial Planning) as well as the implementation and
monitoring of implementation of relevant national regulations on these issues. The amendments to
the 2015 Law on Water resulted in a partly transposition of UWWT Directive, while adoption of new
Law on Urban Waste Water Management and Adoption of implementing acts will fully transpose
UWWTD until the 2" quarter of 2017.

MH is responsible forthe transposition and implementation of Directive 98/83/EC on drinking water.
Ml is responsible for management of emergency situationsin case of harmful effects of water.

Other public administration bodies and institutions involved in practical application of regulations
governing water quality include:

% The Lim, Cehotina, Tara, Ibar and Gm&ar rivers.

26 Njksi¢ field, lower basin of Moraca river, margins of Skadar Lake along Bojana river, Cetinje valley, and coastal areas from Kotor to other
coastal towns.

27 The Agreement between the Government of Montenegro and the Government of Croatia on mutual relations in the area of water
management was made and signed on September 4, 2007 in Zagreb. The Agreement between the Government of Montenegro and the
Government of the Republic of Albania on water-related problems was concluded on October31, 2001 in Podgorica.

B u0fficial Gazette of MNE”, Nos. 5/12, 25/12, 20/13and 17/14.

29 Article 21. Decree on State Administration Organisation and Operations (”Official Gazette of MNE”, Nos. 5/12, 25/12, 61/12, 20/13 and
17/14). State administration affairs include the normative activities (that, under Article 14 of the Law on State Administration, includes the
drafting of texts and proposed laws and other regulations and adoption of secondary legislation) and the enforcement of laws and other
regulations.—Article 11, Lawon State Administration.
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The Institute of Public Health (IPH), responsible for physical and chemical analysis of water and
microbiological testing of drinking water, is responsible for control and monitoring of water
safety (Directive 98/83/EC);

Directorate for Waters is responsible inter alia for licensing water usage, drafting of plans,
programme and balances in the area of water supply, preparation of documents on the
selection of sources for regional water supply and water supply of towns, for the designation
of sanitary protection zones of these sources, for the calculation of fees for water
contamination tests, and for the establishment and maintenance of the water information
system;

EPA is responsible for organisation, planning and participation in monitoring of the state of
environment(which, inter alia, indudes all segments of the environment, i.e. air, etc., except
water which is in charge of MARD, by existing Law on Water), in accordance with the Law on
Environment, induding the proposal for the national list of environment protection indicators,
participation in monitoring of collection of waste from boats, collection and updating of data
on waterquality and reporting at national and European levels;

IHS is responsible for monitoring quality and quantity of surface and ground waters, prediction
of floods and monitoring of hydrological situation, as well as for warning the institutions
responsible for flood prevention and containment measures;

CZMC is responsible for managing the coastal zone;

AlA - water management inspection does inspection supervision over the implementation of
the Law on Water, sanitary inspection control of potable water safety, and the inspection for
navigation security in Bar and Kotor holds responsibility for inspection supervision of potential
seapollution originating from vessels;

Local self-governments are responsible for potable water supply services, wastewater
collection and treatment, as well as for the protection from harmful effects of water.

The existing administrative capacty of key institutions responsible for the transposition of the EU
water acquis and the implementation and enforcement of domestic regulations on waters is
comprised of the following:

MARD has 5 staff with a permanent work contract, 3 staff working on water quality issues and
2 staff working on water management;

Water Directorate has 2 staff with a permanent work contract working on water management;
MSDT has 3 staff working on water quality issues;

EPA has 2 staff for the collection and updating of data on water quality and 2 staff working on
reporting to national and European institutions;

IHS has 7 staff responsible for monitoring the quantity and quality of surface and ground
waters, prediction of floods and monitoring the hydrological situation and giving warning to
institutions responsible for flood risk management;

AlA has only 2 inspectors doing inspection supervision for the entire territory of Montenegro,
while in sanitary inspection, which is responsible, inter alia, for inspection supervision of
potable water quality, AlA has 13 inspectors.

33



e Theinspection of navigation security in Bar and Kotor have a total of 4 inspectors.

The administrative capacity of local self-government units for water management is very small. On
average, every municipality has one person each for these affairs. It must also be noted that project
implementation units (,Vodacom d.o.0.” and ,,Procon d.o.o. “) with a total of 34 staff were formed to

provide support to local self-government units in their utility service projects. They provide significant
support in meeting the obligations under the EU acquis on water supply, collection and treatment of

urban wastewaters (Directive 91/271/EEC etc.).
4.2.3 Key organisational and capacity gaps

As for the institutional framework, competence and available capacities for effident transposition of
the EU water acquis and implementation of national water legislation, the following have been
identified as key obstacles:

e MARD, MSTD, MH and MI as well as some other institutions sharing competences in water
management, whatis pointed inthe textabove

e In the field of water monitoring there is a notable shortage of the staff qualified for meeting
the requirements relating to the collection and validation of data, as well as for quality
assurance of data and reporting (EPA, Institute of Marine Biology, etc.);

e There is no adequate state network of monitoring stations in place for the quality of surface
and ground water bodies, while locations for controlling bathing water quality have not been
precisely definedinlinewith the EUacquis;

e The competence and the mechanism of monitoring ecologically acceptable flow of surface
waters from which water is extracted in accordance with the water acts, has not been defined
yet;

e The administrative capacity available in key institutions for the transposition of the EU acquis
on water management and efficient implementation of the regulations enabling the
transposition of the EU water acquis (MARD, MSDT, EPA, IHM) is not satisfactory (some key
expert capacity is missing);

e Quality inspection supervision on the entire territory of the country is not possible with only 2
water inspectors working for AIA although part of inspection supervision competence in the
area of wateris vested in the local government level as well (communal inspection).

4.2.4 Elements of institutional adjustment measures

In accordance by Law on Water Ministry of Agriculture and Rural Development is in charge for
transposition and implementation of majority of EU Water Directives except UWWT, Marine Directive
and Drinking Water Directive. In order to fully respond to the requirements stemming from the EU
acquis on- water quality, Montenegro intends to take the following steps:

e Detailed analysis will be conducted of the organisation of the water management system from
the point of the EU acquis and define optimum solutions for the following:

- Ministry of Agriculture and Rural Development will coordinate with transposition and
implementation of EU Water Directives, through establishing a body, one month after
adoption of Strategy, together with other relevant ministries (MSTD, MH and M), as well
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as with other relevant institutions in order to accomplish fully transposition and
implementation of EU Water Directives;

- Defining legal approach for development of Commissions and Working Groups (e.g. for
Monitoring, RBM, GIS etc.) for River Basin Management, by the end of 2018;

- Establish two new Units for management of the Adriatic River Basin and Danube River
Basin in the Water Directorate. The units will be established once the River Basin
Management Plans are adopted. The adoption of the plansis expected by the 2020;

e In relation to the above, competences relating to the establishment and management of
guality monitoring for surface and ground waters and quality of sea, collection, validation and
quality assurance of data will be organised in such a way as to ensure satisfactory quality in
the discharge of these duties. This has to be done whilst ensuring full implementation of the
EU requirements, including numerous ISO standards;

e EPA, in line with existing legislation, will ensure that conditions for comprehensive reporting
on water quality, in line with EEA requirements and in the framework of implementation of
obligations Montenegro has undertaken under relevantinternational treaties are in place;

e The national network of monitoring stations has to be set up to monitor quality of surface and
ground water bodies, and a systemic approach applied to the establishment of monitoring of
bathing waters in line with the regulations by which EU requirements have been transposed
intothe legal system of Montenegro;

e Strengthening of the administrative capacity of expert staff in institutions are key to the
transposition of the EU acquis conceming water management, and implementation of national
legislationinthat area;

e Strengthening of the inspection supervision on the entire territory of the country through the
internal reorganisation of AIA and by increasing the number of water inspectors. Inspector
competences will also be divided by individual water basins, i.e. by major water bodies in the
country.

5. NATUREPROTECTION

5.1 Transposition
5.1.1 Status overview and gap identification

The protection of nature is governed in Montenegro by a significant number of regulations of which
the Law on Nature Protection: may be considered a primary legislation that govems most issues in the
subsector of environmental protection. 24 rulebooks:: have been adopted pursuant to this legislation.
A number of spedcificissues in the subsector of nature protection are governed by the Law on National
Parks:2, Law on Forests:, with two implementing regulations (rulebooks) adopted for its enforcement

30 Official Gazette of MNE", Nos. 51/08, 21/09,62/13,6/14

31 See Annex IV of the Strategy, under VIIl NATURE PROTECTION.
327 Official Gazette of MNE”, No.28/14.

3 10fficial Gazette of MNE", Nos. 74/10,47/15.
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and the Law on Hunting,» followed by one rulebook. It is important to identify the scope of the EU
acquis that should be transposed in this subsector and determine the Strategy and the AP elements
important for the implementation of this Strategy in order to achieve full transposition of the EU
legislationinto the legal system of Montenegroin the medium term(3-4years).

In the previous period Montenegro developed and adopted a number of national strategies and plans
relevant to nature protection.»s These are the documents that can be considered also as instruments of
environmental protection management policy, confirming a political willingness to preserve biological
diversity of Montenegro as an ecological state. These documents show the willingness of Montenegro
with respect to meeting its international commitments undertaken by the ratification of multilateral
treaties on environment protection. Since these multilateral treaties make an integral part of the EU
acquis, their implementation will contribute to the achievement of full compliance of nature
protection in Montenegro with the requirements of the EU acquis in this area. Namely, regulations
must be adopted to set up instruments for the implementation of strategies, policies, and action plans.
The commitment expressedin the said strategic and planning documents has not found its place in the
adopted regulations, which would have established a legally binding foundation for their practical
implementation. Taking that into consideration, as well as the fact that the transposition of the EU
legislation into the national legal system is the primary activity that should be implemented during the
alignment process, the priority in the work of relevant bodies in the short run should be given to the
drafting and adoption of the regulations that are fully compliant with the EU acquis in the field of
nature protection.

The EU legal framework conceming nature protection is now composed of four directives and 12
regulations.zs Transposition of all directives and regulations needs to be undertaken in short and
medium run in order to enable the implementation of such transposed EU acquis in Montenegro
before Montenegro’s accessiontothe EU or at the moment of Montenegro™ accessionto EU at latest.

5.1.2 Elements of gap removing measures

The AP defines the order and content of activities, by MSDT in particular, that will secure a successful
and quality transposition of all the EU regulations mentioned. To that end, the AP defines 3 groups of
actions which are related to: full transposition of 4 Directives, 12 Regulations and establishment of the
coordination mechanism among MSDT as the leading national authority for nature protection and
other authorities which share responsibilities with MSDT in nature protection sub-sector. These groups
of activities are described below as follows:

e Drafting and adoption of laws and secondary legislation for their implementation towards full
transposition:

— Directive 92/43/EEC (habitats) in 2017;
— Directive 2009/147/EC (wild birds) in 2017;
— Directive 199/22/EU (keeping animalsin zoos) in 2019;

— Directive 83/129/EEC (importation and trade in skins and products of all 33 spedes of
marine mammals covered by the termseal) in 2017,

3 nOfficial Gazette of MNE" Nos. 52/08, 48/15.

% These are, for example, National Sustainable Development Strategy, National Biodiversity Protection Strategy with Action Plan 2010-2015,
Spatial Plan of Montenegro until 2020, Strategy on Forests and Forestry Development Plan, National Action Plan on Combating lllegal
Activitiesin Forestry, Forestry Development Programme and the National Strategy for Integrated Coastal Zone Management (NS ICZM).

%6 See Annex | to the Strategy.
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e The development and adoption of other legislation (i.e. the laws and, at the same time, all
secondary legislation enabling the implementation of those laws) to regulate the issues that are
govemed at the EU level by not just the four directives listed above but also by another 12
regulations, including Regulation (EU) No 1143/2014 (invasive foreign species). Transposition for 5
regulations will be completed in 2017, for another six in 2018 and for one in 2019, following the
action plan which is presented in table XXXVIII in 5.5.1. The validity and implementation of these
regulations will, for most part, cease on the day of Montenegro’s accession to the EU (i.e. except
with respect to the competences of Montenegrin institutions and administrative procedures, i.e.
the necessary derogations from the general administrative procedure);

e Establishment of effective and efficient coordination mechanisms in a month upon this Strategy
adoption in order to foster implementation of this Strategy and Action Plan. It is a precondition for
successful transposition of above listed 4 directives and 12 regulations and at later stage their
implementation. The coordination mechanism has to provide in particular:

— Improvement of coordination of MSDT and MARD activities, particulary in respect of MARD’s
competence over the issues governed by Directive 92/43/EEC (habitats), Directive
2009/147/EC (wild birds), Directive 1999/22/EC (keeping animals in zoos), Regulation (EC) No
2173/2005 (FLEGT, establishment of licensing systems), Regulation (EC) No 1024/2008 (FLEGT,
implementation measures), Regulation (EC) No 995/2010 (felling of trees, obligations of
operators), Regulation (EC) No 363/2012 (felling of trees, recognition of monitoring
organisations), Regulation (EU) No 607/2012 (felling of trees, due diligence system),
Regulation (EEC) No 3254/91 (animal trapping) and Regulation (EU) No 1143/2014 (invasive
alien spedes). That governance approach has to increase sustainability of natural resources
management, espedally over forests and of nature protected areas, and to eliminate
conflicting aspirations between nature protection and linear dependence of economic growth
from bio-capacity of Montenegro in which share of forests have the share of 70%.

— Improvement of coordination of MSDT and Montenegrin customs authorities in order to
ensure proper and full transposition of the EU legislation, Directive 83/129/EEC and Regulation
(EC) No 1007/2009, on the importation and trade in skins and products from 33 species of
marine mammals known as Pinnipedae (from the families of Odobenidae, Otarridae and
Phocidae),®” and continuous and properimplementation of nationallegislation adopted;

— Improvement of coordination of MSDT and M)J activities in respect to the implementation of
Directive 83/129/EEC and Regulation (EC) No 1007/2009, in order to incorporate penal
provisions into criminal legislation, in accordance with the requirements set out by these
regulations;

— Improvement of coordination of MSDT and customs authorities and AIA is of particular
importance in the implementation of the CITES Convention as well as the regulations
goveming the implementation of the CITES Convention. To prevent illegal trade in species, in
addition to CITES Convention the following EU legislation needs to be implemented:

o Regulation (EC) No 338/97 (protection of wild species of flora and fauna by way of
regulating the tradinginthem);

5" The English term commonly used for this group of non-extinct marine mammals is seals, which creates a wrong impression that it is only
seals that are covered. The seal belongs to the species of real marine mammals (earless seals) within Phocidae family, covered by the
superfamily of Pinnipedae.
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o Regulation (EC) No 865/2006 (detailed rules for the implementation of Regulation (EC)
No 338/97);

o Regulation (EU) No 792/2012 (permitsand certificates);

o Regulation (EU) No 791/2012 (amendments to Regulation (EC) No 865/2006 and
Regulation (EC) No 338/97);

— Cooperation between MSDT and customs authorities and AlA is of particular importance in the
implementation of the CITES Convention as well as the regulations governing the
implementation of the CITES Convention. To prevent illegal trade in spedes, in addition to
CITES Convention, the following EU legislation needs to be implemented:

o Regulation (EC) No 338/97 (protection of wild species of flora and fauna by way of
regulating the tradinginthem);

o Regulation (EC) No 865/2006 (detailed rules for the implementation of Regulation (EC)
No 338/97);

o Regulation (EU) N0 792/2012 (permits and certificates);

o Regulation (EU) No 791/2012 (amendments to Regulation (EC) No 865/2006 and
Regulation (EC) No 338/97);

Full transposition of the EU acquis and full implementation of the national legislation transposing the
EU acquis in the field of nature protection in Montenegro will enable the successful completion of
Montenegro's negotiations on Chapter 27. The plan of activities for transposition of above listed 4
Directives and 12 Regulations in nature protection sub-sector is presented in 5.5.1, while plan of
actions to improve coordination among competent national authorities in both phases of transposition
and implementation of EU nature protection related acquis is presented in 5.5.3. Time targets for
transposition of 4 directives and 12 regulations in nature protection sub-sector are stated above and
presented in Table XXXVIIl in 5.5.1. Time targets for plan of activities for implementation of legislation
inthe field of nature protection are giveninin Table XXXIXin 5.5.2.

5.2 Implementation

5.2.1 Status overview

The National Biodiversity Strategy with Action Plan (NSBAP) for the period 2016-2020 has been
adopted and it established a strategic framework for the implementation of the Convention on
Biodiversity, including the measures and actions to reach Aichi objectives in accordance with the
StrategicPlan for Conservation of Biodiversity 2011-2020 and the EU 2020 Biodiversity Strategy.

As for the identification of natural areas of interest for conservation under international treaties, in the
period 2005-2007, the project (funded by Coundil of Europe for all Balkan countries) of providing
support to the establishment of EMERALD network was implemented in the framework of
implementation of the Convention on the Conservation of European Wildlife and Natural Habitats
(Bern Convention). The proposal was given for 32 localities of spedal conservation interest (ASCI) in
Montenegro. The proposal for 32 Emerald sites in Montenegro was adopted by Standing Committee of
the Bern Convention in December 2011 following discussion at the Biogeographic Seminar which was
held in Barin November 2011. These areas will serve as a basis for identifying the proposed areas for
the future environmental network Natura 2000 in the context of implementing national legislation
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previously harmonised with Directive 2009/147/EC concerning the protection of wild birds and
Directive 92/43/EEC concerning the conservation of natural habitats and wild flora and fauna. In April
2016 the implementation of the IPA project ,Establishment of the NATURA 2000 network in
Montenegro“began. The project covers part of the terrestrial territory of Montenegro based on the
proposed Emerald locations.

The implementation of Montenegro’s international obligations arising from CITES Convention and
requirements stemming from the EU legislation governing the implementation of the CITES convention
isnot entirely governed in adequate manner by the national legislation.

For reason of incomplete harmonisation of national legislation with the EU acquis, it is not possible
now to implement the requirements under Directive 1992/22/EC concerning keeping wild animals in
zoos, Regulation 3254/91/EEC concerning wild animal trapping, Directive 83/129/EEC and Regulation
(EC) No. 1007/2009 concerning products of marine mammals known under the name of Pinnipedae,
Directive 1999/22/EC concerning the protection of animals used in science, Regulation (EC) 2173/2005
(FLEGT) and Regulation (EC) 995/2010 defining the obligations of operators who place timber and
timber products on the market.

Significant contribution to nature protection has been given through cooperation with United Nations
Environment Programme (UNEP), especially with regard to implementation of Barcelona Convention
and cooperation with United Nations Development Programme (UNDP). The most relevant actions are
listed in Table XXXIX Plan of activities for implementation of legislation in the field of nature protection
in Action plan— nature protectionin 5.5.3, such as following:

— The results of MEDMPAnet project and CAMP Montenegro which were realized in cooperation
with UNEP/MAP, Regional Centre for Special Protection Areas (SPA RAC) and Priority Action
Programme Regional Activity Center are relevant for marine and coastal biodiversity.

— In the framework of bilateral cooperation with the Italian Ministry for the Environment, Land
and Sea a number of coastal and marine biodiversity related projects have been realized, such
as "Establishment of protected marine area Kati¢ in Montenegro and assessment of marine
and coastal ecosystems along the coast" (MPA2 project).

Results of previously realized projects in the framework of implementation of Barcelona convention
provide significant contribution to establishment of Natura 2000 network. In that regard the Project
“Mapping of key marine habitats in the Mediterranean and promoting their conservation through the
establishment of Spedally Protected Areas of Mediterranean Importance (SPAMI) - (MEDKEYHABITATS
project) which is in the process of finalization in cooperation with SPA/RAC (detailed mapping of
habitats in the two selected marine pilot sites) is also important. It will additionally strengthen the
basis for establishment of Natura 2000 network. These projects enabled identification of the most
important and most precious zones for protection of marine ecosystems (7 significant zones have been
recommended, GIS database has been created which may serve as the basis for further development
and revalidation, vulnerability assessment have been done, etc.).

MSDT has just initiated realization of another 2 projects in cooperation with UNEP with the aim to
support establishment of Natura 2000 network:
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— Promoting Protected Areas Management through Integrated Marine and Coastal Ecosystems
Protection in Coastal Area of Montenegro, to be funded from Global Environment Fadility
(GEF);

— Implementation of Ecosystem Approach in the Adriatic Sea through Marine Spatial Planning
(of relevance for MSFD, but also for Habitat Directive).

5.2.2 Responsibilities and capacities

MSDT is responsible, among other issues, for the nature protection policy and the system of integrated
environment protection and sustainable use of natural resources, including the coordination of
planning and determination of procedures for the establishment of environmental network - NATURA
2000. MSDT is the institution that holds primary responsibility for the transposition of EU legislation on
nature protection and implementation of relevant national legislation.

MARD is responsible for development policies in forestry, hunting, as well as freshwater and marine
fishery and mariculture. That is why MARD is responsible for the transposition of certain EU
regulations concerning nature protection (FLEGT, Timber, Leghold Traps) and the implementation of
the national legislation by which such EU rules are transposed. In addition, of spedial significance is
MARD role in the context of the transposition of requirements under Directive 2009/174/EC
concerning the protection of wild birds and Directive 92/43/EEC concerning natural habitats of wild
flora and fauna relating to the issues of hunting, hunting wildlife species and the methods of their
protection.

EPA is the key institution for the implementation of nature protection regulations harmonised with the
EU regulations. The Agency is responsible for the issues concerning the monitoring of natural habitats
and species, development of studies on nature protection in the process of establishing protected
areas, preparation and implementation of monitoring, preparation and maintenance of an
environmental database (induding biodiversity data) and issuance of all types of permits relating to
nature protection. The Agency also collects data and prepares documents for the establishment of an
environmental network.

The Forest Administration (FA) as a state administration body operating as an organisational unit of
MARD is responsible for forest management and protection, preparation of management plans and
programmes, and the implementation of protection measures. It also issues certificate of origin of
assorted wood.

The Veterinary Administration (VA) is an organisational unit of MARD and is responsible, inter alia, for
the issuance of licenses and maintenance of the zoo register. In Montenegro there are no zoos
registered as fully compliant with applicable regulation.

The Customs Administration (CA) is an administration unit operating within the MF and is responsible
for the control of import, export and transit of the goods that are subject to special measures for the
protection of flora and fauna, nature protection, as well as the control of import, export and transit of
the timber products placed on the market. There are 10 border crossing points in Montenegro where
customs officers control the cross-border movement of goods that are subject to the regulations
governingthe trade in protected species of floraand fauna.

The Police Directorate (PD) is an organisational unit of the Mol and is responsible for the control of
border crossing points with respect tothe smuggling of species or their derivatives.
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The AIA is an independent state administration unit doing inspection supervision in a range of areas
including the environment, food, health care, forestry, plant protection, protection of plant species,
plant health, hunting and forest plan protection, marine fishery, phytosanitary inspection of shipment
involving plants, plant products, and objects subject to supervision during their transfer across the
border of Montenegro, veterinary service, genetically modified organisms. As for its work relating to
nature protection, the Administration for Inspection Affairs involves the environmental inspection,
inspection for hunting, fishery, and the veterinary inspection.

The “National Parks of Montenegro” (NPPE) is a public company responsible for management, use,
protection, development and promotion of national parks.

The ,,Coastal Zone Management Company“(CZM) is a public company responsible for the management
of all protected nature areas in the terrestrial and marine part of the coastal zone. The competencies
of this enterprise are expected to significantly expand following the adoption of the new Law on
Coastal Zone Management which provides for a transformation of this public company into the Coastal
Zone Management Agency.

Research institutions (universities, Marine Biology Institute-MBI, Natural History Museum) do research
that is relevant but not limited to the following: the status of individual species, their biology and
conditions, management of habitats and determination of criteria for the conservation of species and
habitats, potential participation in defining a list of special protection areas, the development of
indicators. Still, the conduct of scientific and research activities is not organized in a way that will
ensure continued compliance with the policy implementation needs in this area.

Local self-government units (LSGU) are, inter alia, responsible for the establishment and management
of individual categories of protected areas of natural resources (e.g. regional parks, natural
monuments).

The existing administrative capacities in the key institutions responsible for the transposition of the EU
regulations concerning the protection of nature, implementation and enforcement of the national
legislation are as follows:

° MSDT - Directorate for the Environment has three posts foreseen in the job classification
scheme, responsible for all nature protectionissues;

. MARD - two staff members work on issues relating to hunting and forest management, of
which only oneisresponsible for huntingissues;

. EPA - License Issuance Sector has three staff working on licensing procedures involving all
licenses conceming nature protection. In addition, EPA’s Sector for the Nature Protection, Monitoring,
Analysis and Reporting has fourteen (14) staff specialised for individual areas and addressing nature
protection issues (two botanists, one ornithologist, one mycologist, one mammals expert, one
herpetologist, four no vertebrates experts, one hydro biologist, two for sustainable development of
protected areas, one forbiodiversity protection policy and reporting);

. The FA has eighty (80) forestry engineers whose work includes nature protection in the
context of protection of forest habitats. However, it is not possible to separate their obligations
relating to the application of EU acquis from their other obligations. Eighteen (18) of them underwent
training on forest habitats protection measures in accordance with Directive 92/4/EEC concerning
habitats, while another five staff are trained in using GIS in forest management;
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° The AFSVPA has only one staff addressing overall animal welfare, which could also cover the
issues under Directive 1999/22/EC concerning keeping wild animals in zoos. However, for the time
being Montenegro does not have regulations that could govern this issue in compliance with the
Directive;

° The AIA employs a total of six inspectors covering all areas of the environment, 11 forest and
hunting inspectors and 20 veterinary inspectors, but it is not possible to separate their activities
relating tothe implementation of the acquis from otherduties;

° The CA now has a satisfactory number of staff in its border customs offices, but there is a need
for the training in the control of marketing in protected species of flora and fauna and products
derived fromthem.

5.2.3 Key organisational and capacity gaps

When it comes to institutional organisation, competence, and capacities available for efficient
transposition of the EU legislation and the implementation of national legislation concerning nature
protection, the following key gaps have been identified:

e The MSDT has not suffident number of employees for a quality transposition and subsequent
implementation of domesticlegislation concerning nature protection;

e The EPA internal organisation and administrative capacity available is not sufficient for the
establishment and management of Natura 2000, the network of protected areas. As the available
capacity of EPA consists of the staff taken over from the Institute for Nature Protection, who have
built, through many years of professional development, skills for carrying out scientific activities in
spedific areas, their structure is not adjusted to the purposes of implementation of the legislation
which has previously transposed or will transpose requirements of the acquis in the field of nature
protection;

e The administrative capacities in other relevant institutions are pretty small; the staff does not have
the expertise needed for the adequate implementation of the legislation which has previously
transposed or will transpose requirements of the acquis in the field of nature protection;

e Very modest administrative capacities of inspection bodies, together with the lack of expertise
prevent efficientimplementation of inspection supervisionin the area of nature protection.

5.2.4 Elements of institutional adjustment measures
In orderto achieve full alignment with the EU acquis, Montenegro will:

e Strengthen administrative capacity of MSDT for quality transposition of the EU requirements and
for implementation of Montenegro’s legislation concerning nature protection;

e Reorganise and strengthen administrative capacities at EPA for the establishment of Natura 2000
network (through the use of technical assistance under IPA), and then for the monitoring of the
status of Natura 2000 network;

e Prepare the plan and convey additional specific training for EPA staff in implementation of EU
regulations, including the implementation of mechanisms for the protection and preservation of
integrity of the environmental network (e.g. evaluation of admissibility);
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e Strengthen administrative capacity in other relevant institutions, the analysis of needs for
additional specifictraining of staff for appropriate implementation of nature protection legislation;

e Plan internal reorganisation of AIA to avoid potential overlap of competences and achieve more
synergies in the work of inspection bodies. In addition to environment inspectors, some inspection
work in the area of nature protection could also be carried out, with additional training, by
inspectors primarily responsible for other areas (market, veterinary, phytosanitary, forestry,
hunting, and fishery).

Following above listed findings in 5.2.1 and 5.2.2 with related gaps presented in 5.2.3 and elements to
overcome gaps here in 5.2.4 presented, the plan for upgrading present administrative capacities is
presented in Table XL in 5.5.3. Also in this sub-chapter there is a proposal for establishment of
coordination mechanism for nature protection sub-sector as to enable monitoring and evaluation of
implementation of this Strategy and its Action Plan at expert level. Itis a mechanism that will resolve
existing gaps of non-effective and non-efficient coordination among relevant national authorities in
nature protection sub sector both in the phases of transposition and implementation of EU nature
protection related acquis.

6. INDUSTRIALPOLLUTION

6.1 Transposition
6.1.1 Status overview and gap identification

The control of industrial pollution is governed by the Law on Integrated Pollution Prevention and
Control#, and the Law on Environment?, and a number of implementing regulations adopted on their
basis which resulted in significant transposition of the EU acquis on the control of industrial pollution
(three decrees and three rulebooks were adopted on the basis of the Law on Integrated Pollution
Prevention and Control, and two rule books on the basis of the Law on Environment). With the 2005
Law on Integrated Pollution Prevention and Control and implementing regulations adopted in 2008-
2012, a full transposition has been achieved of the Directive 96/61/EC as amended by Directive
2003/35/EC, Directive 2003/87/EC, Regulation (EC) 1882/2003, Regulation (EC) 166/2006, codified as
Directive 2008/1/EC. This law was amended in July 2015 in order to extend the deadline to existing
facilities by which to obtain IPPC permits until 1January 2018.

The transposition of the requirements (recast)« summarised by Directive 2010/75/EC (IED) is at an
advanced state. With the exception of the issue of large combustion plants, these requirements have
been complied with by the Law on Integrated Pollution Prevention and Control, Law on Waste
Management, Rulebook on Waste Incineration, and the Decree on Limit Values of Emissions from
Stationary Sources. MSDT will fully transpose the Directive on Industrial Emissions by enacting a
separate Law on Industrial Emissions. That may come after certain checking of the existing
transposition level of the EU acquis in this area on the basis of which areas of non-compliance of

38 “Official Gazette of MNE”, Nos. 80/05,54/09,42/15.

39 “Official Gazette of MNE”, Nos. 48/08,40/10,40/11,27/14.

40 That is the issues relating to integrated pollution prevention and control (IPPC), incineration in large combustion plants, w aste incineration
and coincineration), pollution of environmental media arising from solvents and waste deriving from titanium dio xide industry (TiO;).
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Montenegro’s legal framework may be identified. That analysis may call for amendments to the Law
on IPPC# Law on Air Protection,”» Law on Water+s and Law on Waste Management,* which would
remove the provisions identified as non-compliant with the (future) Law on Industrial Emissions.

Some provisions of Directive 2001/80/EC (LCP) have been transposed into the legal system of
Montenegro by air protection legislation (2010and 2011).

Directive 2012/ 18/EU (SEVESO 111) has not been transposed into Montenegro’s legal framework. Only a
number of definitions have been transposed by the Decree on the Inventory of Dangerous Matters,
permitted quantities and criteriaforthe categorization of dangerous substances.

Regulation (EC) 1221/2009 (EMAS) on the voluntary participation by organisations in eco-management
and auditscheme has been partly transposed by the provisions of the Law on Environment.+

EU legislation on the EU Ecolabel - Regulation (EC) 66/2010 and Decision 2012/481/EU, has also been
partly transposed by the Law on Environment.+

6.1.2 Elements of gap removing measures

A full transposition of the EU acquis on industrial pollution control will be completed with the adoption
of the new Law on Industrial Emissions and all secondary legislation needed for its implementation, in
mid-term at the latest. Preparatory activities will therefore be implemented for gap analysis, scope
and quality of existing transposition of the EU acquis in this area, as well as the identification of needs
towards a full compliance. In addition, it is already clear at this stage that a number of existing laws
and implementing regulations will need to be revised to ensure their compliance with the new (future)
Law on Industrial Emissions. These activities will also include the transposition of Chapter Il of the
Industrial Emissions Directive (IED) which has replaced the LCPD as from 1/1/2016.

SEVESO III Directive will be fully transposed. MSDT will coordinate activities with the civil protection
bodies within MOI of Montenegro and other relevant ministries.

The activities on compliance with EMAS requirements and Ecolabels will be implemented at the very
end of the mid-term period in the implementation of this strategy. This approach is based on the fact
that these are significant but voluntary mechanisms for management of the environment as well as on
the need to primarily use the MSDT capacities for the implementation of priority issues identified by
this Strategy.

Montenegro’s commitments stemming from Regulation (EC) 166/2006 (EPRTR) that will be specified
by the ratification of PRTR Protocol+s (that Montenegro shall undertake as soon as possible), will be
fully regulated by an appropriate regulation as soon as possible.

41 “Official Gazette of RMNE”, Nos.80/05, 54/09,42/15.

42 “Official Gazette of MNE”, Nos. 25/10,43/15.

43 “Official Gazette of MNE”, Nos. 27/07,73/10,32/11, 47/11, 48/15.

44 Official Gazette of MNE", No. 64/11.

45" Official Gazette of MNE”, br. 05/11. Since this decree was adopted before SEVESO Ill Directive, there is a need to check the quality of all
the definitions transposed from the Directive, giving special consideration to the EU legislation that the Directive refers to, i.e.: Regulation
(EC) No 1272/2008, (EC) 440/2008, UN Recommendation on Transport of Dangerous Goods, Manual or Tests (UN Manual of Tests And
Criteria) in relation to Regulation (EC) No 440/2008 i (EC) 1907/2006 (REACH), Directive 75/324/EEC and Regulation (EC) No 2003/2003.

46 “Official Gazette of MNE”, Nos. 48/08,40/10,40/11,27/14.

471d.

48 Protocol on Pollutant Release and Transfer Registers (Kiev, 2003), to the CONVENTION ON PUBLIC PARTICIPATION, ACCESS TO
INFORMATION AND ACCESS TO JUSTICE IN ENVIRONMENTAL MATTERS (Aarhus, 1998)

44



Therefore, the Action Plan sets out short-term and long-term obligations towards a full transposition
of all EU acquis on industrial pollution control into the national legislation, as well as the timeline for
theirimplementation.

6.2 Implementation
6.2.1 Status overview

The requirements under the Industrial Emissions Directive 2010/75/EU (IED) have been partly
transposed in the Law on Integrated Environmental Pollution Prevention and Control+ that transposed
Directive 2008/1/EC (IPPC).

The programme adopted by the Government on the compliance by individual industries sets out the
compliance deadlines for the 10 existing plants or activities that require an integrated license. The
identified entities were required to obtain an integrated license by 1 Jan 2015. Four IPPC licenses, two
from the EPA and two from the local authorities of Podgorica and Mojkovac were issued by the
deadline set by the Programme. Five other plantsso were given an extended deadline of 1 Jan 2018.
EPA issued anotherIPPClicense foranew plantas well.

The requirements under Directive 2012/18/EU on the control of major accident hazards involving
dangerous substances (SEVESO Ill) have not been transposed for the time being, and Seveso plants
have not been identified. This will be done by the new Law on Environment, which is in parliamentary
procedure.

The polluter register required under Regulation (EC) 166/2006 (E-PRTR), the legal basis for which has
been provided by the Law on Environments has not been established yet. The rulebook on more
detailed content and manner of keeping of the register of environment polluterss specifies the
conditions for the implementation of this provision of the Law on Environment.

The requirements specified by Regulation (EC) 1221/2009 (EMAS) on voluntary participation by
organisations in eco-management and audit scheme and Regulation (EC) 66/2010 on eco-labelling in
Montenegro have not been transposed (this will be done by the new Law on Environment, which is in
parliamentary procedure), so that these voluntary management schemes are not implemented in
Montenegro forthe time being.

6.2.2 Responsibilities and capacities

MSDT is holding primary responsibility for the transposition of the EU acquis and monitoring
Montenegro’s legislation onindustrial pollution.

MlI’s Directorate for Emergency Situations holds part of responsibility for the implementation and
inspection supervision of the implementation of regulations on industrial accidents that Directive
2012/18/EU (SEVESO Ill) istransposed by into the legal system of Montenegro;

EPA is responsible for administrative procedures involved in issuance of integrated permits, collection
of date on polluters, keeping the pollutant release and transfer register (PRTR) and preparation of
reports.

49 “Official Gazette of MNE”, Nos. 80/05 and 54/09.

50 Under a decision of the Government of Montenegro, two plants have in the meantime been freed from the obligation to obtain the IPPC
license, while one new plant has been addedto the List of plants subject tothe IPPC license.

51 Official Gazette of MNE“, No.48/08.

52 Official Gazette of MNE”, No.43/2010.

45



AIA - Environmental Inspection Division is responsible for inspection supervision of the
implementation of environment protection legislation, including regulations on industrial pollution.

The existing administrative capacity in the key institutions responsible for transposition,
implementation and enforcement include the following:

— MSDT has one staff forthe entire field of industrial pollution;

— Ml — Directorate for emergency situations has one staff for the implementation of SEVESO IlI
Directive.

— EPA has three posts envisaged in its systematization of jobs specifically related to the
administrative procedures for the issuance of integrated licenses, of which two are filled, while
two posts are envisaged for collecting data on polluters, keeping the register of polluters
(PRTR), covering, however, only the airrelated issues;

— AIA has six environmental inspectors responsible for all environmental protection issues
including alsothe issues of industrial pollution.

6.2.3 Key organisational and capacity gaps

As for institutional organisation, competences and capacities available for efficient transposition of the
EU acquis and implementation of national legislation on industrial pollution, the following key gaps
have beenidentified:

— Directive 2012/18/EU (SEVESO lll) has not been transposed yet, which is the reason why the
responsibilities of respective bodies have not been specified yet as required by the Directive;

— EPA does not keep or update the register of polluters as required by existing regulations that
are incompliance with the E-PRTR Regulation and PRTR Protocol;

— Administrative capacity of MSDT need to be upgraded in the context of the obligations arising
from the transposition requirements with respect to the EU acquis on industrial pollution and
adequate implementation of national legislation in this area;

— EPA administrative capadity is insuffident. For better understanding of BREF and BAT
documents for certain branches of industry additional professional training of EPA staff is
needed;

— AIA administrative capacity is satisfactory but needs to be upgraded in terms of the number of
inspectors engagedinthe area of industrial pollution.

6.2.4 Elements of institutional adjustment measures

e In order to achieve full alignment with the EU acquis, Montenegro will conduct the following:
Precisely define and divide responsibilities among institutions for the transposition of Directive
2012/18/EU (SEVESO 1ll), for the implementation and supervision of implementation of
domesticregulations by means of which the Directive has been transposed;

e Establish the polluter register within EPA, pursuant to existing regulations that the
requirements of EU E-PRTR and PRTR Protocols are transposed in, as well as ensure there are
the human capacities and adequate training required for the proper functioning of the
register;
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e Strengthen MSDT administrative capacity for control and monitoring the control of industrial
pollution, adequate internal reorganisation and reassignment of existing capacities and/or
new recruitmentand their professional development for this specificarea;

e Strengthen EPA administrative capacity for the control of industrial capacity through adequate
internal reorganisation and reassignment of existing staff and/or new recruitment and their
further professional development in this area (particularly for issuance of IPPC licenses,
approvals to plans, reports, etc., all in accordance with the regulations that are in compliance
with the requirements under IED, SEVESO Il Directive with respect to keeping of PRTR register,
etc.);

e Establish adequate organisation, capacity and work methodology for the inspection authority
responsible for supervising the implementation of regulations governing industrial pollution in
accordance with Recommendation 2001/331/EC of the European Parliament and the Council
(providing for minimum criteria for environmental inspections).

Detailed plan of actions with specific measures and timeline for achieving full implementation in the
area of Industrial Pollution is provided in the AP Chapter5.6.2.

7. CHEMICALS

7.1 Transposition
7.1.1 Status overview and gap identification

The management of chemicals is govemed in Montenegro by the Law on Chemicalss:, pursuant to
which 18 implementing regulations have been adopteds: These regulations have enabled partial
transposition of the following EU acquis on the chemicals:

— Directive 2004/42/EC (VOC, colours) mostly transposed by provisions of the Law on Chemicals;

— The issues governed by Regulation (EC) 1907/2006 (REACH) (with all the subsequent
amendments55) are not fully regulated in the legal system of Montenegro. However, with the
Law on Chemicals and numerous secondary regulations adopted for its implementation the

I”

conditions are now in place for “partial” implementation of REACH in Montenegro. Some of
the provisions of this legislation should not be transposed given that their implementation
greatly depends on Montenegro’s EU membership. The provisions on authorisations (issuance
of authorisation) have not been transposed. However, in order to raise awareness among the
industries of their future obligations relating to substances giving rise to concern, European
Commission decisions on the substances that are subject to authorisations have been
incorporated in a List of substances causing concern. Also, REACH restriction concretely Annex
XVII ( Restrictions on the manufacture, pladng on the market and use of certain dangerous
substances, preparations and articles) is fully incorporated through the Rulebook on
prohibition and restriction of use, placement on the market and manufacture of chemicals that
pose an unacceptable risk to human health or the environment ("Offical Gazette of
Montenegro", No 49/13, 12/16) (Rulebook incduded the last EU amendments from January
2016);

53 Official Gazette of MNE", No. 18/12.
54V, Annex IV to the Strategy, under VII. CHEMICALS.
55V. Annex | to the Strategy.
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7.1.2

The issues governed by Regulation (EC) No 1272/2008 (CLP) (as amended56) are not fully
regulated in the legal system of Montenegro. The Law on Chemicals and numerous secondary
regulations adopted for its implementation the conditions are now in place for its “partial”
implementation. The provisions of this Regulation need not be transposed because the
Montenegrin legislation that would govern these issues could not be implemented given that
Montenegro is not an EU member state. The regulation refers to the harmonisation of
classification and substance labelling. The list of harmonised classifications and labels (as
defined by Annex VI CLP Regulation) has been fully incorporated into Montenegro’s legal
system;

The issues governed by Regulation (EC) No 528/2012 (biocides) are regulated by the Law on
Biocidal Product that will be adopted by the Parliament until the end of July 2016 (discussion
on this Proposal of Law passed plenary session);

The issues governed by Regulation (EC) No 1102/2008 (metal mercury) are regulated by the
Law on Environment that will be adopted by the Parliament untilthe end of July 2016;;

The issues governed by Regulation (EC) No 648/2004 (detergents) are mostly governed by the
provision of the Law on Chemicals and accompanying implementing regulations;

With the adoption of new Law on Environment (currently in parliamentary procedure) the
issues governed by Regulation (EC) No 850/2004 will be regulated. Montenegro has been a
state party to the Stockholm Convention on Persistent Organic Pollutants since March 2011,
and based on article 7 of the Convention the first NIP for Montenegro was officially
transmitted to the Stockholm Convention Secretariat on the 20 January 2014. ;

The Law on Chemicals and accompanying secondary legislation govem the issues that are
govemed at the EU level by Regulation (EC) No 689/2008 on the import and export of
dangerous chemicals was repealed on 1 March 2014, and the subject matter was incorporated
through the recast procedure into Regulation (EC) No 649/2012, amended (Annex | only) by
Regulation (EU) No 1078/2014. Montenegro ratified the Rotterdam Convention on the Prior
Informed Consent Procedure for Certain Hazardous Chemicals and Pesticides in International
Trade in 2011. In order to promote shared responsibility and co-operation between the Parties
in the field of international trade in certain hazardous chemicals Montenegro is in process of
nominating of DNA and this process will be completed by the end of September 2016. It is
decided tonominate EPA as DNA.

Directive 87/217/EEC (asbestos) will be transposed into the legal system of Montenegro with
the Law on Environment that will be adopted by the Parliament until the end of July 2016;

Directive 2010/63/EU on the protection of animals used for scientific purposes has not been
transposed into legal framework of Montenegro. Only some definitions are covered by the
Animal Welfare Act (Official Gazette of MNE, no. 14/2008).The transposition will be done in
2018.

Elements of gap removing measures

Since full implementation (and enforcement) of the EU acquis in this subsector, as listed in Annex | to
this strategy, must take effect as of the date of Montenegro’s accession to the EU, given that no

56V, Annex | to the Strategy.
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derogation or a transition period that could be agreed upon during the accession negotiations can be
given any consideration, Montenegro plans to adopt in both mid and short-term the legislation that
will fully regulate all the chemicals related issues in line with the EU regulations mentioned above. The
provisions that regulate the issues that are regulated at the EU level by legislation other than directives
will be eliminated from Montenegro’s legal system on the date of accession to the EU. However,
prompt adoption of such (primary and secondary legislation) is of great significance since in the period
until the EU accession, public administration of Montenegro may utilise these norms to establish the
required procedures and to undertake quality institutional adjustment to the requirements of
chemicals. As a result, when Montenegro joins the EU, both the state administration and economic
entities will not be facing unnecessary hurdles in fulfilling their obligations.

Any possible dilemmas about this approach, will need to be resolved “as we go along”, in direct
contact with the European Chemicals Agency (ECHA), which has undertaken an obligation under its
programme to support the EU enlargement policy, particularly in the context of alignment
(transposition, implementation or enforcement) of the EU candidate countries’ legislation that serves
as basis for the establishment of appropriate chemical management systems. The Agency fulfils this
obligation through explanatory activities and training it provides to IPA beneficiary countries. ECHA is
also taking part in assistance programmes through TAIEX. The action plan takes into account measures
to be proposed under the project “Preparatory measures for chemicals management for candidate
countries and potential candidates”, implemented by ECHA in Montenegro until February 2018. The
objective of the project is development of capacities for the obligations provided for by Montenegro’s
legislation in compliance with the EU acquis (REACH, CLP, Biocides Regulation and PIC procedure).

The AP spedifies the order of activities that need to be implemented towards a full transposition of the
directives and regulations of all issues in compliance with other EU legislation listed that may be in
effectorunderimplementation by the time Montenegro accedes to the EU.

In order to ensure that Montenegro applies in this subsector the standards whose implementation is
explicitly required by the EU legislation, the AP envisages activities for MSDT to achieve continued
cooperation with Montenegro’s institutions responsible for the transposition of Directive 2004/9/EC
and implementation of relevant national legislation (on supervision and inspection of good laboratory
practice) and transposition of Directive 2004/10/EC and implementation of relevant national
legislation (on harmonisation of legislation with the principles of good laboratory practice and
inspection of their application in the testing of chemical substances).

The AP also indudes planning activities towards the establishment of cooperation between MSDT and
MARD to ensure full transposition of the EU bioddes legislation into the legal system of Montenegro
and particularly between MSDT and MARD -Administration for food safety veterinary and
phytosanitary affairs towards full transposition of Directive 2010/63/EU on the protection of animals
used forscientificpurposes.

These aspects of chemicals management in Montenegro, that can also be viewed from the point of
view of good governance principle, i.e. horizontal cooperation among the institutions within the
Government of Montenegro, will be taken into account during the decdsion making on the
establishment of a closer coordination by way of an interinstitutional mechanism, with a view to
achieving amore efficient alignment within the set timeframe.
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7.2 Implementation
7.2.1 Status overview

Montenegro adopted the Law on Chemicals” in 2012, which took effect as of 1 March 2013. The Law
lays down the obligations with respect to the classification, labelling and packaging, registration of
chemicals, trade in chemicals, import and export of chemicals, detergents, good laboratory practice,
supervision and sanctions. Chemical production is not considered a strategic production sector in
Montenegro given the absence of basic production and a small number of producers of chemicals. In
2013, the production outputs were 305 tons of industrial gasses, 121 tons of soap and detergents and
841 tons of other basic non-organic chemicals. The production, trading and use of POPs are prohibited.
As for asbestos and asbestos waste, not all the measures have been taken yet to prevent asbestos
emissions into the air and discharge into water or establish safe handling and removal procedures for
construction and insulation materials and other products that contain asbestos.

Montenegro adopted the Chemicals Management Strategy for 2015-2018, together with an Action
Plan. On the basis of analysis and assessment of the chemical security situation, key strategic
directions have been identified together with the measures for the establishment of chemical security
system thatare in compliance with the EU acquis and practices.

Major requirements relating to administrative capacity and establishment of a system for efficient
monitoring and control of implementation have been implemented. Inspection supervision over the
implementation is in effect. Amendments to the Law on Chemicals are planned for 2016 in order to
make a clearer division of responsibilities over the control of chemicals.

As a result of the activities on the implementation of chemicals legislation, the data on legal entities
and chemicals present in the market are collected in the EPA database. Workshops have been
organised in cooperation with the Chamber of Commerce (COC) for the industry in order to inform
them about their roles and obligations under domestic legislation and REACH Regulation
requirements. Cooperation and permanent dialogue with the industry have been established.

The main responsible institution for implementation of CLP regulation is EPA (approval to use
altemative chemical name, licensing during which checks, among others, method of packaging and
labelling of chemicals, method on storage etc.). MSDT and EPA staff have had a number of trainings on
classification, labelling and packaging of chemicals (according to Regulation 1272/2008/EC — CLP).
ECHA also provided support to MSDT and EPA staff through a workshop on CLP Regulation organised
within ECHA’s IPA projects providing support to candidate and potential candidate countries. In
addition, in the framework of ECRAN project, a large number of workshops has been organised within
the group for chemicals/IED. In cooperation with the COC, training has been implemented for the
industry to inform them about their roles and obligations with respect to classification and labelling of
chemicalsinaccordance with applicable legislation.

In accordance with Regulation (EC) No. 689/2008/EC, export and import of chemicals from the List of
Chemicals that are subject to the priorinformed consent (PIC) procedure is conducted on the basis of
the notification forwarded by EPA to a country, or by EPA receiving the export notification from the
relevant authority in the country of import, i.e. that the chemicals are exported to, as prescribe by Law
on chemicals. For the time being, EPA only received the export notifications provided by the exporting
country according to Article 12 of the Rotterdam Convention. EPA also coordinates with customs

57, Official Gazette of MNE", No. 18/12.
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officers which play a key role in the implementation of the Rotterdam Convention. CA isin charge for
the control of the export and import of chemicals. For period 2017-2020 there is a plan for building the
capacity of CA to fulfil all obligations through technical assistance of Rotterdam convention (See Table
XLV). Upon official nomination of DNA, all relevant information will be sent to the Secretariat of the
Rotterdam Convention on regular basis. The issues regulated by the new Regulation (EU) br. 649/2012,
which entered into force with respect to EU member states on 1 March 2014, and repealed the old
Regulation (EC) br. 689/2008/EC, are partly regulated by Montenegro’s relevant legislation.

Pursuant to Regulation 648/2004/EC on detergents, industrial detergents and detergents for
professional use that contain surface-active substances that do not meet the requirements of full
aerobic biodegradability are marketed based on a license for the use of surfactants issued by EPA or
regulations granting the use of surfactantsin detergentsinthe EU.

Montenegro does not have locations or stocks or POP pesticides. With respect to Regulation (EC) No
850/2004 on long-lasting organic POPs, PCB contaminated locations have been identified. Montenegro
began implementing the project “Environmentally Sound Management of PCBs in Montenegro”
through which it will reach a permanent solution to a significant part of PCB equipment and a certain
amount of PCB contaminated soil. Montenegro starts with the project: “Review and update of the
national implementation plan for the Stockholm Convention on Persistent Organic Pollutants (POPs) in
Montenegro”. The NIP updating project has five components:

1. Initiation of the process of reviewing and updating national implementation plans

2. Assessment of the national infrastructure and capacity for the management of all POPs,
development of the New POPs inventories and updating for the initial POPs inventories and monitor
effects of POPsin humans and the environment

3. Development of Action Plans for New POPs and updating of Action Plans for initial POPs including
gaps analysis

4, Formulation of revised and updated National Implementation Plan with its associated Action Plans
forall POPs

5. Endorsement of National Implementation Plan (see: TABLE XLV)

In Montenegro, the analysis of POPs in the segments of the environment (soil, water, air) is carried out
in the framework of the monitoring programs which are designed in accordance with national
legislation and obligations that derive from them.

As for the technical professional capacities for POPs analysis, there is one institution - the Center for
ecotoxicological research (CETI) that has the technical and professional capacity to analyze POPs in
most segments of the environment. CETlI has been accredited by the Accreditation Body of
Montenegro to analyze, among other things, certain POPs substances (PCB, OCL) and PAH (scope of
accreditation www.akreditacija.me). By participating in the EU Proficiency Examination tests and
achieving good results on them, CETI continuously proves its competence. The Institute of Public
Health also has technical and professional capacities for POPs analysisin water.

According to the ratification of the Convention on Long Range Trans-Boundary Air Pollution (CLRTAP)
Montenegro updating the Inventory of emissions of gases. Inventory of emissions to the air for
Montenegro has been produced in accordance with the directions of EMEP/EEA: Air Pollutant Emission
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Inventory Guidebook 2009 and instruction of IPCC: 2006 IPCC Guidelines for National Greenhouse Gas
Inventories.

Inventories of PCDD/PCDF, PCB and HCB recognise the sectors, sub-sectors and specific processes
where the mentioned pollutants are released to the air. According to the processed data, the greatest
emissions of dioxin and furan occur in the process of production of steel and iron, combustion of fossil
fuels and in power plants. It should be noted that detailed data are missing regarding the quantity of
fuel consumed in transport which is one of the most significant sources of PCDD/PCDF emission to the
air, as well asthe data on the quantities of uncontrolled burning of waste.

Regulation on limit values for emissions of air pollutants from stationary sources (Official Gazette of
Montenegro No. 10/2011) that is compliant with IED, sets emission limit values for substances which
are bio-accumulate (PCDD, PCDF), emission limit values for carcinogens substances (eg PAH) as well as
plants where it is necessary to implement measurements (eg. production and processing of metals,
iron and steel plants, incineration or co-incineration of waste).

PAH analysis is carried out on all power plants over IMW (sampling and analysis is fully implemented
CETI). Analysis of PCDD and PCDF was implemented in one plant, in Toscelik Niksic Alloeyed
Engineering Steel- electric arc furnaces (in accordance with the requirements of the Regulation). CETI
carried out sampling, while the analysis of the content of dioxin realized at the Public Health Institute
in Maribor.

Analysis of POPs in soil (PCB, PCDD, OC pesticides) and PAH are continuously implemented since 1998
in the framework of the monitoring program ,,Program investigation of the contents of hazardous and
harmful substances in soil ,, organized by the Environmental Protection Agency. Soil sampling and
POPs analysis performs CETI. Soil quality in Montenegro is regulated by "Rule book on permitted
amounts of hazardous and harmful substances in soil and methods of interrogating" (Official Gazette,
18/97). This Rule book establishes the maximum permitted quantities of hazardous and harmful
substances in the soil, which can lead to contamination of soil, and which arises from improper use of
fertilizers and plant protection products by the legal entities and individuals, as well as the discharge of
waste materials from various sources.

Analysis of POPs in waste water (PCBs, organochlorine pesticides, chlorinated hydrocarbons total) is
being implemented in accordance with the obligations set out in Ordinance on quality and sanitary and
technical requirements for waste water discharge into the recipient and public sewage system,
method and procedure of testing waste water quality, minimal number of tests and the content of the
report on the determined waste water quality ("Official Gazette of Montenegro", no. 045/08 of
31.07.2008, 009/10 from 19.02.2010, 24.05.2012 026/12, 052/12 12.10. 2012, 059/13 of 26.12.2013),
for all emitters of wastewater. Waste water sampling and POPs analysis performs CETI.

The control of pesticides is conducted through the implementation of the Programme of monitoring
the plant protectionresidue adopted every year.

7.2.2 Responsibilities and capacities

MSDT is the institution holding primary responsibility in Montenegro for the transposition of the EU
chemicals rules as well as the implementation and monitoring of implementation of relevant national
legislation.

MARD is the institution responsible for the transposition of EU legislation on the protection of animals
used forscientificpurposes.
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AFSVPA is the institution responsible for the implementation of legislation on the protection of
animals used for scientific purposes.

EPA isresponsible forthe implementation of chemicals related legislation.

CETI is responsible for laboratory testing of plant protection substances (pesticides) and plant
protection residues (pesticides) and POPs substances in all segments of environment.

AIA — Administration for inspection affairs is responsible for inspection supervision over the
implementation of environment protection legislation, including the subsector of chemicals.

Existing administrative capacity of the key institutions responsible for transposition, implementation
and enforcementincludes the following:

e MSDT currently has one only staff addressing chemicals issues;

e Under its new systematisation, EPA has the Department for Chemicals Management, which
envisages and hasfilled 4 positions for chemicalsissues;

e CETI has 20 staff working on laboratory testing of plant protection chemicals (pesticides) and
plant protection residues and sampling of all segments of environment and POPs analysis

e AlA has six environmental inspectors with competencies covering all environmental protection
issues withrespectto all subsectors, including chemicalsissues.

7.2.3 Key organisational and capacity gaps

As for institutional organisation, responsibilities and the capacities available for efficient transposition
of the EU legislation and the implementation of national regulations on chemicals, the following key
gaps have been identified:

e Although the law lays down that a supplier who imports, produces and markets chemicals in
guantities above 100 kg must enter the chemicals into the chemicals register on the basis of
the assessment of chemicals, the register has not been established yet (which is the
implementation gap with respect to REACH Regulation requirements);

e Montenegro does not have a help desk service yet to provide information and advice (to
producers, importers, and distributers) about the responsibilities and obligations (in line with
national legislation, harmonised with REACH and CLP regulations);

e Montenegro has not appointed a body responsible for the receipt of information on
emergency health response, orestablished a poison centre (stemming from CLP Regulation);

e Requirements of Regulation No 528/2012/EC concerning the placing on the market and use of
biocidal products are still not met by national legislation;

e Administrative capacity in the line ministry (MSDT) for regulating the chemical management
issuesincompliance with the EUacquisisinsufficient. There is just one staff atthe moment;

e Under the new systematisation, EPA has a Department for Chemical Management with only
four work posts envisaged. The planned administrative capacity is not sufficdent for the
implementation of all regulations by which the chemicals management system in Montenegro
would be fully harmonised with the relevant complexrequirements of the EU;
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7.24

Asbestos Directive (87/217/EEC) is not fully transposed into Montenegro’s legal system and is
therefore notimplemented yet;

Representatives of Montenegro (working at MSDT and EPA - Chemicals Department) do not
take part in meetings of relevant EU MS’s bodies responsible for chemicals and biocidal
productsin an observer capacity (CARACAL, ECHA HELP-NET, etc.);

Montenegro does not have laboratories authorised for testing hazardous properties of
chemicals in line with the prindple of good laboratory practices (DLP). It must be noted that
CETI has some expert capacity available;

AIA administrative capacity is inadequate (in terms of professional qualifications and number
of staff) and does not meet the actual needs for effident inspection supervision in the area of
chemicals.

Elements of institutional adjustment measures

In orderto achieve full alignment with the EU acquis, Montenegro will:

Establish within EPA a chemicals register in accordance with Montenegro’s legislation
harmonised with REACH Regulation requirements, by the end of 2019 as planned in the Table
XLV of the AP;

Establish by the end of 2018 a help desk service to provide information and advice (to
producers, importers, and distributors) about their responsibilities and obligations, as set by
Montenegro’s legislation harmonised with REACH and CLP Regulations;

Appoint a body responsible for the receipt of information on emergency health interventions,
i.e. establishing a poison control centre in accordance with Montenegro’s legislation
harmonised with Article 45 of CLP Regulation, by the end of 2018;

Regulate within the shortest time possible the EU requirements under Regulation
528/2012/EC concerning the placing on the market and use of biocidal products in
Montenegro;

Strengthen the administrative capacity at the line ministry (MSDT) for the transposition and
monitoring of the EU chemicals legislation. This will be done in accordance to the overall plan
to be adopted by the end | quarter of 2017 (see details on Table XLV: Implementation Plan-
Chemicals);

Strengthen the administrative capacity of EPA for adequate implementation of national
legislation harmonised with the EU requirements, in line with minimum requirements
(number, expertise), progressively according to the plan given inthe Table XLVI of the AP;

Enact the legislation by which to fully transpose the Asbestos Directive (87/217/EEC) and
prepare and initiate the implementation of the plan for the implementation of the legislation
transposing this Directive, particularly with respect to secure handling and removal of
construction and insulation material and other products that contain asbestos, by the end of
2017;

Ensure the representatives of MSDT and EPA in particular, namely the Chemicals Department,
to take part in meetings of competent bodies from EU member states responsible for

54



chemicals and biocidal products in an observer capacity. This will be taken into account in the
planto be developed forinstitutional adjustment and reorganization;

e Professional personnel in the area of chemical safety management (for example toxicologists,
toxicological chemists etc.) are employed in several institutions in which they are specifically
and continuously needed according to their education. Namely, for education of these
professionals there is a plan which is adopted by Ministry of Health, which takes care about
country needs in this spedcific area (Rulebook on criteria and procedure for approval and
training for the rights and obligations of candidates which was approved by training for health
institutions ("Offidal Gazette of Montenegro", No. 022/16), Rulebook on spedalizations
("Official Gazette of Montenegro", No. 017/14). However, knowledge and expertise of these
professionals EPA will use for implementation of all activities which require their specific
knowledge (preparation of expert basis for EP, guides, testing and checking of chemicals,
training in security management, help desk etc.). The most common way of engagement of
these experts is through working groups or some other engagements (experts or institutions)
regulated by law. Montenegro as a small country, with no significant chemical production,
opted forthis solution which is considered as most rational.

e AlA will conduct internal reorganisation to avoid any overap of competencies and achieve
more synergies in the work with inspection bodies from other areas. It will also organize the
training of inspectors and drafting of manuals and guides to facilitate inspection procedures.
This activity will start immediately upon the adoption of the Strategy. The reorganisation will
take place by the end of 2018 the latest.

Detailed plan of actions with specific measures and timeline for achieving full implementation in the
area of Chemicalsis providedin the AP Chapter5.7.2.

8. NOISE

8.1 Transposition
8.1.1 Status overview and gap identification

The transposition of Directive 2002/49/EC, as amended by Regulation (EC) No 1137/2008 (assessment
and management of environmental noise) has been completed through the Law on Protection from
Environmental Noise.ss Four implementing regulations have been enacted for its implementation
(rulebooks).

A directive (EU) 2015/996 establishing common noise assessment method, in accordance with
Directive 2002/49/EC, has not been transposed. The deadline set for its implementation is 2017, full
transposition will be done by the end of 2016.

8.1.2 Elements of gap removing measures

As for the needs for transposition in this subsector, there are no areas of non-compliance with the EU
legislation identified. The AP envisages the transposition of Directive (EU) 2015/996 by the end of
2016. (see TABLE XLVII: TRANSPOSITION PLAN —NOISE).

58 "Official Gazette of MNE", No. 28/11,1/14.
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8.2 Implementation
8.2.1 Status overview

Directive 2002/49/EC concerning environmental assessment and management is fully transposed by
the Law on Protection from Environmental Noise and secondary legislation, but their implementation
is still at an early stage. The competent bodies have been identified as well as their obligations to
undertake the following: prepare strategic noise maps and action plans, define the protection
measures against environmental noise, as well as the obligations relating to reporting to the European
Commission, monitoring, and sanctions. At present, in Montenegro, there is one agglomerations® and
two main roads managed by the state,so which are subject to the requirements to develop strategic
noise maps and action plans.

The EPA issues licenses for the measurement of environmental noise levelsst and licenses for
development of strategic maps and calculation of noise levels.e

8.2.2 Responsibilities and capacities

MSDT is the institution holding primary responsibility for the transposition of the EU legislation and
monitoring the implementation of national legislation concerning the assessment and protection
againstenvironmental noise.

EPA is the institution responsible for the implementation of legislation conceming protection from
environmental noise, particularly for the issuance of licenses, development of noise maps and action
plans, implementation of other protection measures against environmental noise, maintenance of
information system, and development of reports for the European Commission.

AlA - Department for Environmental Inspection is the institution responsible for inspection supervision
of the implementation of environment protection legislation, induding the subsector of protection
against environmental noise.

The present administrative capacity of key institutions responsible for the transposition of the EU
legislation and implementation and monitoring the implementation of Montenegro’s legislation
includes the following:

e MSDT has one staff (physical chemistry) addressing the noise issues;

e EPA has two staff (technology engineers) responsible for noise. One of them is responsible for
monitoring and processing of data on environmental noise levels;

e AlAhas sixinspectors who address all environment subsectors, including the noise issues;

e Communal inspection at the local level does inspection supervision of noise within the
prescribed competencies.

8.2.3 Key organisational and capacity gaps

As for the institutional organisation, competences and capacities available for efficient transposition of
the EU acquis concerning noise, the following key gaps have been identified:

59 The capital, Podgorica (according to MONSTAT, urbanarea with the population of over 100,000).

60 Radanovici-Tivat and Podgorica-Cetinje; according to the data from the Traffic Directorate for 2014, these are the roads with an average
annualtraffic flow over three million of vehicles.

61 Four licenses issuedso far.

62 One license issuedso far.
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e A centralised information system toinclude noise datahas not been established yet;

e The AIA administrative capacity for efficient implementation of Montenegro’s legislation
harmonised with the EUdirectivesis not satisfactory, interm of training.

8.2.4 Elements of institutional adjustment measures
In orderto achieve full alignment with the EU acquis, Montenegro will:

e Provide additional training for the EPA staff responsible for the issuance of licenses,
development of strategicnoise maps and action plans;

e Establish acentral information system that will also include dataon noise (located at EPA).

e Establish adequate organisation, capacity and methods of work for the inspection body
responsible for monitoring the implementation of regulations governing noise, in accordance
with Recommendation 2001/331/EC of the European Parliament and Council (minimum
criteriaforenvironmentinspection).

Detailed plan of actions with specific measures and timeline for achieving full implementation in the
area of Noise is provided in the AP Chapter5.8.2.

9. CIVIL PROTECTION

9.1 Transposition
9.1.1 Status overview and gap identification

The area of civil protection is governed in Montenegro by the Law on Protection and Rescue,ss adopted
in 2007 and amendedin 2011.

There are two EU regulations governing civil protection issues that are relevant to the Strategy. These
include the following:

e Decision 1313/2013/EU (establishing the Union Civil Protection Mechanisms);

e Council Decision 2014/762/EU establishing the implementing rules for Decision
1313/2013/EU onthe Union Civil Protection Mechanism.

An agreement was signed in September 2014 between Montenegro and the EU on Montenegro’s
participation to the Union Civil Protection Mechanism, which was ratified in early 2015.¢ The
agreement sets out that the implementation of obligations under the Decision 1313/2013/EU.

The activities of the Directorate for Emergency Situations of the M, in addition to the issues govemed
by the above listed regulations of the EU and Montenegro also include the activities that MSDT and
MARD are sharing with the Directorate with respect to transposition, implementation and
enforcement of Directive 2007/60/EC (flood risk assessment and management) and Directive
2012/18/EU (Seveso lll). Since these directives are not transposed into the legal system of Montenegro
yet, the cooperation of these institutions may be seen as part of a need identified earlier for the

63 "Official Gazette of MNE", Nos. 13/07, 32/11.
64 Agreement between Montenegro andthe European Union on the participation by Montenegroin the EU Civil Protection Mechanism.
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existing cooperation among the public administration institutions in Montenegro to be formalised by
concluding aform of an interinstitutional arrangement (agreement).

9.1.2 Elements of non-compliance removal measures
The AP envisages actions on the following:

e Regulation by means of secondary legislation of implementation of the agreement concluded
between Montenegro and the EU on Montenegro’s participation in the EU Civil Protection
Mechanism;

e Participation of the Directorate for Emergency Situations in all MSDT and MARD activities on full
transposition (i.e. adoption of both primary and secondary, so called implementing regulations) of
Directive 2007/60/EC and Directive 2012/18/EU (Seveso ll1) as well as in follow-up implementation
of Montenegro’s legislation, in accordance with its competences.

9.2 Implementation
9.2.1 Status overview

Without the support of other states and activation of the Union Civil Protection Mechanism,
Montenegro cannot effectively respond to disasters because it lacks the required resources that are
available in the member states (rescue teams, transport, equipment, medical teams, etc.). That is why
Montenegro took the first step towards implementing Decision 1313/2013/EU by singing the
agreement with the EU on its participation to the Union Civil Protection Mechanism. Montenegro has
ratified the agreement on 21 April 2015 and became Participating State to the Union Civil Protection
Mechanism.

Participating in the Union Civil Protection Mechanism enables Montenegro to take part in Civil
Protection Committee meetings, various policy working groups and training programmes (including
joint courses and exercises, as well as the exchange of experts), workshops, seminars, and projects.
The Mechanism also allows access to the services of the Emergency Response Coordination Centre -
ERCC and the Common Emergency Communication and Information System (CECIS).

Montenegro has to establish sTESTA connection (secure Trans European Services for Telematics
between Administrations) which is prerequisite for national civil protection authorities to establish
CECIS connection (Common Emergency Communication and Information System) which they need to
communicate with ERCC. Once the sTESTA connection is established between a country and the
European Commission it is the responsibility of the government of the country to create a national
network through which sTESTA will be further connected with each ministry or institution which will
needtouseit.

9.2.2 Responsibilities and capacities

Ml - Directorate for Emergency Situations is responsible for risk management, disaster protection and
rescue management, and management of recovery of disaster consequences (earthquakes, fires and
other natural and technical and technological disasters). In the framework of alignment in the area of
civil protection, Ml is the institution holding primary responsibility for the transposition of the EU civil
protection legislation and the implementation of national regulations.

Of great importance to effident transposition and implementation of Directive 2007/60/EC concerning
flood risk assessment and management and Directive 2012/18/EU concerning the control of major-
accident hazards involving dangerous substances (SEVESO lll) is the participation by the Directorate for
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Emergency Situations in all the activities undertaken by MSDT and MARD as the institutions holding
primary responsible.

9.2.3

Key organisational and capacity gaps

Strengthening of MI human capacities - at both Directorate for Emergency Situations and protection
and rescue operational units is identified as the key need, particularly with regard to the following:

9.2.4

Inadequate organisation of the protection and rescue system - civil protection;
Harmonisation with systems, standards and good practices of the EU member states;
Development of technical and material resources;

Further equipping and training of civil protection staff;

Development of capacities for national, implementation of risk management plans, and
assessment of own capacities for risk management;

Establish sTESTA connection and define the responsible ministry as an entry point in the
country

Development of capacities forreporting to the European Commission.

Elements of institutional adjustment measures

In orderto achieve full alignment with the EU acquis, Montenegro will:

Request the EU support to the consolidation of the system, i.e. for the project of reorganising
the protection and rescue system - civil protection, with clearly defined responsibilities;

Develop the administrative capacities of the relevant bodies so as to harmonise to the biggest
extent possible the national dvil protection system with the systems, standards and EU MS

good practices;

Improve the technical and material resources, primarily by further equipping and training of
staff addressing civil protection issues and of relevant staff in order to achieve the level of
appropriate readiness for efficient support in risk prevention and adequate response to
emergencies;

Develop the necessary capacities for timely and quality risk assessment, implementation of
risk management plans, and assessment of own capacities for risk management and reporting
to the European Commission.

Detailed plan of actions with specific measures and timeline for achieving full implementation in the

area of Civil Protectionis provided inthe AP Chapter5.9.2.
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10. CLIMATE CHANGE

10.1 Transposition
10.1.1 Status Overview with Gap Identification

Transposition of the EU legislation goveming climate change is at an early stage in Montenegro.
Certain matters are regulated under the 2010 Law on Air Protectionss (amended in 2015), 2015 Law on
Road Safetyss, 2014 Law on Energy Efficiencys” and 2013 Law amending the Law on Environmental
Impact Assessment.ss This mainly refers to partial transposition of the Directive 98/70/EC relating to
the quality of petrol and diesel fuels (some definitions have been transposed, induding provision on
the prohibition of lead in petrol, provision allowing marketing of only those fuels that comply with
environmental specifications, legal basis for regulating Sulphur content in the fuels for non-road
mobile machinery) and to monitoring of fuel quality, while only definition of greenhouse gasses (GHG)
was taken from the Directive 2003/87/EC (EU ETS). Amendments to this Directive introduced under
the Directive 2009/30/EC and provisions of the Directive 2009/28/EC on the promotion of the use of
energy from renewable sources have not yet been incorporated into the legal system of Montenegro.
Legal basis for establishment of the biofuels market and laying down criteria for their sustainability, as
well as for the manner of monitoring life cycle of CO, from biofuels is regulated under the Law on
Energy.s Provisions of the Directive 2009/30/EC introducing a mechanism to monitor and reduce
greenhouse gas emissions and Directive 2009/28/EC on the promotion of the use of energy from
renewable sources will be transposed into the national legislation by adoption of an implementing act.

Directive 1999/94/EC and Directive 2009/31/EC, Directives 2003/87/EC (EU ETS) and 2008/101/EC (ETS
inair transport) have not been transposedinto the legal system of Montenegro.

Transposition of the major share of legislation governing climate change in the existing structure of
Administration falls within competence of other ministries, for instance the Ministry of Transport and
Maritime Affairs (MTMA) (in the area of transport) and the Ministry of Economy (ME) (in the area of
energy), which is why role/competence of the MSDT in that context does not include direct
responsibility for full transposition of all the pieces of the EU legislation governing climate change’®,
but rather the coordination of activities involving integration of the environmental protection and
climate change policy into other sectoral strategies, including in that context transposition of the EU
legislation mentioned above of which some have already been partly transposed, for instance
regulation of CO, emissions through the Law on Road Safety and Rulebook on technical requirements
and conditions forimported vehicles or vehicles marketed in Montenegro forthe first time.

Montenegro is a party to the UNFCCC (and to the Kyoto Protocol until the moment itis repealed) and
is obligated to fulfil obligations arising from these international treaties. Efforts are being made to
ensure complementary fulfilment of these obligations and obligations in the process of transposing
climate change acquis of the EU.

65 Official Gazette of MNE 25/10, 43/15.

66 Official Gazette of MNE 33/12.

67 Official Gazette of MNE57/14.

68 Official Gazette of RMNE 80/05, Official Gazette of MNE 27/13.
69 Official Gazette of MNE 5/16.

70 |dentifiedand elaborated in Annex | to the Strategy.
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By the adoption of the Paris Agreement at the 21st UN Conference of the Parties of the Framework
Convention on Climate Change (COP21) held in 2015 Paris, a historically important agreement in the
field of climate change has been achieved. With submitted “Intended Nationally Determined
Contribution” (INDC) document, Montenegro committed to an ambitious target of reducing GHG
emissions by 30% by 2030 compared to the 1990 base year. The national strategy in the field of
climate change by 2030 gives strategicguidelines forachieving the objective within the INDC.

The Paris Agreement represents historic milestone in international effort to combat climate change
and Montenegro has expressed its intent to honor this universally accepted treaty. Adoption of the
Paris Agreement has influenced the entire landscape of the climate change action on the global as well
on national level. This fact clearly impacts the way Montenegro will plan its development and long-
term future in view of the low emissions and climate resilient economy, as per Montenegrin INDC.
Although the National Approximation strategy in the area of Environment and Climate Change (NEAS)
has strong focus on the approximation of the EU climate acquis, it si obvious that it complements the
achievement of the obligations put forward with INDC and the implementation of the Paris
Agreement. By harmonization with the EU climate and energy acquis Montenegro will be well under
its way in implementation of the commitments expressed under INDC. All activities to be implemented
by Montenegro in the following period, including harmonization with the EU climate acquis, will
predominantly focus on support to the implementation of the Paris Agreement. Montenegro fully
understands and recognizes the importance and implications of the Paris Agreement. This
understanding stems from the character and the elements contained in the INDC, where major
transformational change in sectors of energy production, industry and transport are envisioned to take
place by the 2030. Also, the way energy is being used in the domestic and public sector as well in the
sector of small and medium enterprises, has to be significantly adjusted in the way it conforms with
the prospects of gradual transformation to low-emission development patterns. The other very
important issue which Montenegro clearly understands is the necessity to achieve economy-wide and
inter-sectoral coordination in achievement of the INDC. In this regard a good basis has been set by
establishment of the National Council for Sustainable Development, Climate Change and Integrated
Management of Coastal Area, by which the necessary coordination mechanism has been putin place.
This body will serve as the main vehide for coordinating the economy-wide and sodial consensus for
implementation of the INDC, and subsequent progressive commitments on the way to low emissions
and climate resilient development.

The Paris Agreement and INDC obviously represents the strategic direction for medium to long term
development, however current limitations for more detailed planning and higher degree of certainty in
regards to how the concrete INDC programmes and measures will be realised, along with their
financial implications, have to be acknowledged. These limitations will be immediately addressed in
the preparatory activities for ratification of the Paris Agreement, which Montenegro intends to finish
as soon as possible, in order to support its early entry into force. Inter-institutional and stakeholder
consultation process has already started during the preparation of the National Climate Change
Strategy and the Intended nationally determined contribution (INDC). During this consultative process
significant degree of understanding and support from the relevant Government institutions as well as
private sector and civil sodiety actors in favor of ambitious national GHG emission reduction goal and
climate policy, has been achieved. The most relevant support for such ambitious policies has come
from those stakeholders regarded as most important in terms of competencies for policies needed for
implementation of the NCCS and INDC, that is, Ministry of Economy, Ministry of Transport and
Maritime Affairs and from the major private sector companies, namely the Thermal Power Plant
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“Pljevlja” and Aluminum Plant in Podgorica. This generated a positive momentum that will fuel
inclusive and particdpatory consultations necessary for achieving economy-wide consensus for
ratification of the Paris Agreement and implementation of commitments prescribed by it.

The establishment of designated Directorate for Climate Change as a specific department within the
Ministry of Sustainable Development and Tourism, with clear competendes in this field, contributed
substantially to gradual improvement of the inter-sectoral cooperation and integration of the dimate
change aspects into other relevant sectoral polices and strategies. This administrative set-up will be
maintained in the future, and its capacity improved, in order to be able to adequately respond to the
requirements of full harmonization with the EU climate acquis.

Montenegro clearly understands the necessity for aligning its policies with EU beyond the 2020
horizon. The headline EU climate and energy polices, namely the 2030 Framework for climate and
energy polides with its key goals, and the Roadmap to a competitive low carbon economy in 2050 will
be the guiding documents for development of climate polices in the coming period. Obviously the EU
legislation that is being developed to support implementation of these policies will be transposed in
Montenegrin legal system as the process of accession unfolds.

10.1.2 Elements of Gap Removing Measures

The AP sets out activities that are to be undertaken in order to achieve, in the medium-term period
(before expiration of the four-year period), full transposition of the EU acquis in the area of climate
change and to regulate, under national legislation, of all those matters that have not been regulated in
the EU legislation and directives. In this way, Montenegro will fulfil obligations arising from the
international treaties that it acceded to and that the EU is a party to as well. In addition, regulation of
numerous matters from the EU climate change acquis before accession of Montenegro to the EU is
also necessary for unhindered performance of certain economic activities.” These activities will enable
the following to be achieved:

e Full transposition (i.e. adoption of new laws or amending the existing laws and implementing
acts - decrees, rulebooks and decisions) of the following directives:

e Directive 2003/87/EC (EU ETS), until expiration of the short-term period of two years. The fact
that this directive is currently under revision will be taken into account during transposition;

e Directive 98/70/EC (fuel quality);

e Directive 1999/94/EC (informing consumers about fuel consumption and CO2 emissions when
buying new cars); and

e Directive 2009/31/EC (geological storage of CO2).

e The last three directives mentioned above will be fully transposed before expiration of the
medium-term period (preferable time-frame is three years, in order to devote full attention in
the last year before expiration of the medium-term period to the implementation and
enforcement of the pieces of legislation through which the requirements set out in these
directives are fully transposed into the legal system of Montenegro).

71 For example, fulfilment of the obligations laid down in the Directive 2008/101/EC by national airline carrier Montenegro Airlines, even
though this directive has not beentransposedyet.
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e Initiating and establishing continuous cooperation with other ministries and other authorities
that are primarily competent for the matters from this sector that do not fall within direct
competence of the MSDT, with the aim of adopting all national pieces of legislation for the
purpose of achieving harmonisation with the EU acquis in the area of climate change and
establishing a clear legal framework (with precisely divided and harmonised competences of
all the competent bodies) for the fulfilment the obligations of Montenegro arising from the
SAA and obligations laid down in international treaties that Montenegro is a party to. This
refersto:

e Directive 2008/101/EC (ETS in air transport);
e Directive 2009/30/EC (fuel quality);
e Directive 2009/28/EC (promotion of the use of fuels from renewable sources);

e Decision 406/2009/EC (effort sharing). The fact that this decision is currently under revision
will be taken into account; and

e OtherEU legislation and identified in Annex | to the Strategy.

Transposition of the EU legislation in this sector is a complex process, particularly if one has in mind
the scope and diversity of this issue. As it is necessary to ensure exceptional inter-institutional
cooperation, the new Directorate General for Climate Change at the moment it does not have
necessary human resource capacity needed for carrying out these activities. In line with that, AP
clearly indicates pieces of legislation Montenegro plans to request technical assistance from the EU
trough TAIEX.

10.2 Implementation
10.2.1 Status Overview

The first national report of Montenegro on climate change to the UN Framework Convention on
Climate Change (UNFCCC) was prepared in 2010, while the second national report was developed in
2015. The National Climate Change Strategy by 2030 was adopted in September 2015 and
accompanying environmental impact assessment was carried out. INDC for the reduction of GHG was
prepared as part of the Strategy and submitted to the UNFCCC Secretariat. This document lays down
the obligation to reduce GHG by 30 % by 2030 compared to the emissions level in the baseline year
1990.

The National Climate Change Strategy by 2030, has a comprehensive Action plan with prioritized
programmes and activities which, once implemented, will lead to significant reduction in GHG
emissions, improved market competitiveness and other non-market benefits. Having in mind that the
NCCS and the INDC have been adopted recently, implementation has not yet started and monitoring of
implementation is planned in the coming period. The precondition for this is establishment of
comprehensive and functioning Monitoring, Reporting and Verification system which will be in line
with the relevant EU regulations. This will be achieved by harmonization with Monitoring Mechanism
Regulation and with establishment of EUETS system in Montenegroin line with NEAS Action plan.

Additionally, regular 5 year review of the National Climate Change Strategy and INDC under the
UNFCCC will inform relevant institutions about corrective measures that need to be included in the
revised version of these documents.
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The Monitoring Mechanism Regulation (EU) 525/2013 (MMR) is partly implemented through compiling
of the GHG inventory and reporting in accordance with the UNFCCC methodology. So far, emissions
inventories were compiled for the period 1990-2013. The First Biennial report on climate change,
adopted in December 2015, updated the inventory of greenhouse gas emissions in line the 2006
Intergovernmental Panel on Climate Change methodology, induding the 2013 data. Moreover, the IHS
began to report on dimate change adaptation measures in the Second National Report. Apart from
legal basis set forth in the UNFCCC, the Montenegrin legislation does not fully regulate the issue of
GHG monitoring and reporting. Partly, this is done through the Rulebook on gas inventory and manner
of compiling inventories of GHG emissions and data exchange’? and it should be further improved by
adoption of the new rulebook under the Law amending the Law on Air Protection.’® The new
rulebook, which will be adopted by the end of 2017, will lay down the obligation to draw up Annual
Plan for Data Collection and Plan for Improving Emissions Inventory System 7+

New draft Law on Environment, which is in the pardiamentary procedure, lays down obligations to
adoptthe Low Carbon Strategy and National Climate Change Adaptation Plan.

The first preparatory steps were taken in respect of transposition and practical implementation of the
requirements set out in the Directive 2003/87/EC on emissions trading (EU ETS) in Montenegro. Five
ETS-like facilities were identified in the initial assessment that could participate in EU ETS system.’s

Since 2010, the national air carrier Montenegro Airines has been monitoring and reporting on CO2
emissions to the European Commission. However, it should be noted that requirement set out in the
EU acquis for this area have not been transposed into national legislation. The responsible competent
authority for harmonization with this Directive is MSDT. The Administrative member state for
Montenegro Aifines is Germany, and its competent authority for emission trading- (Die Deutsche
Emissionshandelsstelle DEHSt)

Preparations for establishment of the monitoring and reporting system for GHG emissions have begun
in framework of the project ECRAN and they will be supplemented by development of the guide and
templates forthe submission of monitoring plans and reports.

Effort Sharing Decision (406/2009/EC) refers to the sectors that are not covered by emissions trading
system — sectors such as construction industry (energy efficiency in buildings), agriculture, transport
and waste management. Montenegro has not still taken steps to harmonise with the decision, and it
recognises that once it becomes member of the EU it will comply with it. However, it is important to
mention that energy effidency measures are implemented to a significant extent (implementation of
the second triennial energy efficiency plan is currently in progress) which represents a good starting
point to account for activities within sectors that fall under ESD. However, the initial consultations with
competent line ministries have been conducted by the newly established Directorate for Climate
Change.

72 Official Gazette of MNE39/14

73 Official Gazette of MNE 43/15.

74 Like in some other cases, in this case it can also be noted that activities of the Montenegrin authorities in fulfilling certain international
obligations precede activities involving adoption of the legislation which would regulate legal framework for implementation of such
activities (In this cases it can also be noted that life precedes the legslation). Such state of play suggests importance of taking prompt
measures with the aim of regulating these matters related to the fulfilment of international obligations of Montenegro, including adoption of
the legslation through which EU environmental legislation is transposed. All cases of this nature, that the European Commission also
highlighted (on the example of UWWT) provide additional arguments for short time frames set out in Action Plan for implementation of this
Strategy in which the EU environmental legislation is to be transposed.

75 TPP Pljevlja, Aluminum Plant, Niksi¢ Steel Mill, Niksi¢ Brewery and Timber Processing Facility Vektra Jakic.
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The Second National Report on Climate Change of Montenegro prepared for the UNFCCC set out
certain measures related to reduction of emissions in accordance with the Effort Sharing Decision.
These measures are additionally elaborated through the National Climate Change Strategy by 2030.
However, implementation of these measures is largely conditional upon prior adoption of relevant
national legislation in the area of climate change. Other relevant sectors, through implementation of
their strategic documents, existing policies and laws, such as those that regulate energy effidency and
renewable energy, are also contributing to setting the groundworks for implementation of this
Decision.

The requirements set out in the Regulation (EC) No. 1005/2009 (protection of ozone layer) and the EU
Regulation No. 517/2014 (F-gasses) are governed by national legislation which is implemented to a
certain extent. This refers to provisions of the Law on Air Protection’s and Decree on ozone depleting
substances (ODS) and alternative substances.”” These pieces of legislation set out which bodies are
competent forimplementation and enforcement, as well as necessary prohibitions of use, export and
import of these substances and penalty measures. Moreover, use, import and export of ODS which
violate the law are qualified as a criminal offencein the Criminal Code of Montenegro.

Companies and maintenance operators handling equipment which contains ODS and F gasses in
Montenegro were trained and they received certificates. However, there is still no system of mutual
recognition of certificates between Montenegro and the EU Member States. This system is developed

in parallel with the system of mutual recognition of certificates for other occupations (Chapter 1 of the
SAA).

Regulations (EC) No. 443/2009 and EU No. 510/2011 setting emissions performance standards of CO,
emissions from passenger cars and light-duty vehicles have been partly transposed into the Law on
Road Safetys and Rulebook on technical requirements and conditions for vehicles imported or
marketed in Montenegro forthe first time.?

Directive 98/70/EC on fuel quality is partially implemented in Montenegro through the annual Fuel
Quality Monitoring Programme drafted and coordinated by the EPA, which is adopted under the
Decree on thresholds for the content of pollutants in liquid fuels of oil origin®, in accordance with the
Law on Air Protection. 8! Accredited laboratory performs sampling and laboratory analysis of samples
in compliance with the standards whose application in Montenegro is regulated, and in accordance
with the Directive. The programme is implemented in accordance with polluter pays principle where
fuel distributors are obligated to condude a contract with an accredited laboratory for the monitoring
purpose. The programme is drafted in compliance with the standard EN 14274, the application of
which is set out by the decree mentioned above. Amendments to this Directive introduced under the
Directive 2009/30/EC and provisions of the Directive 2009/28/EC on the promotion of the use of
energy from renewable sources have not yet been incorporated into the legal system of Montenegro.
Legal basis for establishment of the biofuels market and laying down criteria for their sustainability, as
well as for the manner of monitoring life cycle of CO, from biofuels is regulated under the Law on
Energy. Provisions of the Directive 2009/30/EC introducing a mechanism to monitor and reduce

76 Official Gazette of MNE 25/10, 43/15.

77 Official Gazette of MNE br. 05/11.

78 Official Gazette of MNE 33/12.

79 Official Gazette of MNE5/15.

80 Official Gazette of MNE 39/10.

81 Official Gazette of MNE 25/10, 43/15

82 Official Gazette of MNE 28/10, 6/13,10/15
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greenhouse gas emissions and Directive 2009/28/EC on the promotion of the use of energy from
renewable sources will be transposed into national legislation through adoption of an implementing
act.

The following are problems faced inimplementation and enforcement of the legislation:
e Data quality and availability;
e lack of humanresources;
e lack of continuous trainingand equipment;
e Limitedfundingforestablishment of infrastructure;
e Inadequate institutional set-up; and

e Lack of mechanismsforcooperation and coordination at the national and local levels.

10.2.2 Competences and Capacities

The MSDT is primarily responsible for preparing and implementation of the National Climate Change
Strategy and transposition of the EU climate change acquis. MSDT is also responsible for coordinating
other ministries and public institutions which are involved in transposition of EU legislation, practical
implementation and supervision of implementation of certain pieces of national legislation.

The EPA is competent for implementation of the legislation and responsible for compiling and
maintenance of the national GHG emissions inventory. The EPA is also competent for conducting
administrative procedures and keeping records on the ozone depleting substance and fluorinated
gasses use.

The ME is a key state institution responsible for implementation of the policy on renewable energy
sources and energy efficiency. This Ministry is also competent for establishing biofuels market and for
laying down criteria for their sustainability and manner of monitoring of the life cycle of CO,originating
from biofuels.

The MTMA is responsible for adoption and implementation of transport policies and sectoral
development, including implementation of the legislation related to CO, emissions in road and air
transport. The MTMA plays a key role in the promotion of vehicles with efficient fuel consumption and
adoption of relevant standards.

The Ml is responsible for collecting information on road transport, which also indudes competence for
implementation of the requirements set outin the legislation on monitoring of CO, emissions in traffic.

The National Coundil for Sustainable Development and Climate Change is a mechanism for inter-
sectoral coordination of implementation of the climate change policy. A spedal Working Group for
climate change was set up within the National Councilasits permanent working body.

Other relevant stakeholders are the Ministry of Health, local governments and institutions such as the
Institute of Hydrometeorology and Seismology, Civil Aviation Agency, University of Montenegro,
National Academia of Science. Important stakeholders in the area of climate change are the business
associations, such as the Chamber of Commerce of Montenegro, the Montenegrin Employers
Federation, Civil Society and Non-Governmental Organisations (NGOs).

The existing administrative capacity of key institutions competent for transposition of the EU
legislation, implementation and enforcementis asfollows:
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In accordance with the newly adopted job classification, the Directorate for Climate Change
was set up at the MSDT, at which employment of five civil servants is planned. Only two civil
servants are currently employed at the Directorate;

Three positions are envisaged in the EPA for monitoring and reporting on GHG emissions,
three for trading GHG emissions, two civil servants are responsible for conducting
administrative procedures and keeping records on ODS and F-gasses use and one for quality
control of fuel;

Six environmental inspectors are employed at the AIA and their competences incdude all
environmental mattersinall sub-sectors, including climate change.

Staff structure for implementation of the climate change legislation in other institutions has not been
definedyet.

10.2.3 Key Organisational and Capacity Gaps

As for institutional set-up, competences and capacity available for transposition of the EU legislation
and implementation of national climate change legislation, the following key gaps have been
identified:

Climate change policy has so far not been integrated into all the relevant policdes and
strategies;

There is alack of functional inter-sectoral cooperation for effident implementation of climate
change policy in Montenegro;

The main competent institutions at the national level are faced with the lack of administrative
capacity. The newly established Directorate for Climate Change at the MSDT still lacks human
resource capacity;

The present staff at the EPA is lacking technical capacity and knowledge to carry out tasks
stemming out of the Montenegrin legislation and the relevant EU acquis;

The existing administrative/technical capacity forreporting to the UNFCCCis insufficient;

The public administration has not yet decided on the competence for preparing GHG
emissions projections. The system for compiling GHG inventory still does not operate in a
satisfactory manner;

There is no system for monitoring, reporting and verification of GHG emissions, espedally for
the ETS-like installations. No national administrator or national registry for EU ETS have been
setup as preparatory measures forthe full implementation of the EU ETS Directive;

Biofuels market has not been set up, while relevant requirements set out in the EU acquis on
that basis have notbeen transposed yet;

Systematic informing of consumers about CO2 emissions when buying new vehides has not
beenregulated, norestablished.

Elements of Institutional Adjustment Measures in Climate Change sector

To ensure efficient transposition of the EU climate change legislation and implementation of national
legislation in this area Montenegro will:
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e Enhance functionality of inter-sectoral cooperation for the purpose of efficent
implementation of climate change policy;

e Ensure that there is proper administrative capacity of competent institutions at the national
level which also indudes strengthening human resource capacity at the Directorate for Climate
Change of the MSDT;

e Strengthen human resource capacity and organise additional training for relevant competent
institutions’” employees for the purpose of compiling GHG inventory and calculating
projections of future GHG emissions;

e Establish proper organisation, capacity and manner of operation of the inspection body
competent for supervision of implementation of the legislation in this area, in accordance with

the Recommendation 2001/331/EC of the European Parliament and of the Council providing
for minimum criteriaforenvironmental inspections;

e Appointing of the competent authority and preparatory activities for joining the EU ETS system
and introducing monitoring, reporting and verification into national regulatory framework.
Establish biofuels market;

e Define how consumers are to be informed about cost-effective fuel consumption and CO2
emissions from new passenger vehicles.

Detailed plan of actions with specific measures and timeline for achieving full implementation in the
area of Climate Change is provided inthe AP Chapters 5.10.2.1, 5.10.2.2, 5.10.2.3 and 5.10.2.4.
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lll. ECONOMIC & FINANCIAL FRAMEWORK FOR ALIGNMENT

1. BASELINESTUDY

1.1 Present conditions from the economic/financial perspective

The opening of EU membership negotiations and the process of harmonization with the environmental
acquis have highlighted the need to develop the comprehensive strategy, which would include the key
economic & financial component. The adoption of the Strategy with the AP will be followed in short
order by Directive Spedcific Implementation Plans (DSIPs), particularly for the Investment Heavy
Directives of the main cost contributing sectors: Water, Waste and Emissions to Air.

A fundamental aspect of any strategy is the determination of its cost. This is defined as “the Economic
Gap” or, in the case of this Strategy, “Cost of Alignment”.

Economic and financial planning capadty is not yet developed to an adequate level within the various
institutions in Montenegro and will require additional improvement, in order to reach the scale and
degree of specialization that will be required for rapid and successful mobilization of EU grants, other
donor contributions and finandng mechanisms from International Finandal Institutions. Staff with a
strong economic background will be required in the MSDT to ensure economic and financial analysis
and planning capacities.

1.2 Comparison of average EU and Montenegro parameters

The first step in establishing the economic gap was to define the starting point. Although the cost of
each Investment Heavy Directive is calculated through a Model Tool which will be outlined later in this
part of the document, a summary of some basic parameters which illustrate the existing differences
between Montenegro and EU average, has beenincluded in the Tables below.

TABLE I: COMPARATIVE INDICATORS
COMPARATIVE INDICATORS (Base years for data, 2012-2014)

Montenegro
Montenegro compared to
EU average

GENERAL

Population Million 0.62 508.2 0.12%
GDP/Capita € 5,436 26,700 20.36%
Inflation € 1.5% 0.6% n/a
Household Income €/Household 7,457 41,464 17.98%
Household Expenditure on % 7.5% 18.3% 40.98%
Utilities®

Expenditure on Environment % of GDP 0.2% 1.76% 11,36%
ENVIRONMENTAL

Drinking Water Supply % of Population Served 60.0% 93% 64.52%

83 According to the 2014 EU survey, EU 27 HH expenditure on Housing and Utilities amounts to 33.1% but this does not
differentiate between Housing Costs “per se” and Utilities. In a 2010 survey, housing costs are estimated 14.8% of HHI.

In this Table, a “bestestimate” has been made for only utilities, combining these twosources.
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Purified Drinking Water Supply % of Population Served 45.0% 100% 45,0%

Urban Wastewater Collected % of Population Served 60.0% 93% 30.11%
Urban Wastewater Treated % of Wastewater Treated 15.0% 87% 17.24%
Municipal Solid Waste Collected % of Population Served 76.0% 99% 76.77%
Compliant Treatment (Lfill/Incin) % of MSW 40.0% 99% 40.4%

Municipal Solid Waste Recycled % of MSW 4.86% 43,50% 27,59%
Emissions NOx Kg/Capita 16.4 20,59 79.65%
Emissions SO2 Kg/Capita 64.8 11,62 557.66%
Emissions GHG Tons/Capita 5.04 9,90 50.91%

Note: Performance lewels bysectors are obtained by combining a number of sources that sometimes differ considerably. The
main references are, inter alia: Montenegrin statistical yearbooks, data published by the Montenegrin Environmental
Protection Agency, national water and waste management strategies for different years, UN environmental performance
reviews, etc. The “best estimates “derived from these and other sources are then exposed to relevant offidals in order to
reach a consensus. Generally, the estimates go along the lower threshold of a whole range of sources, for caution.

TABLE II: KEY ASSUMPTIONS & LEVEL OF COMPLIANCE TARGETED
KEY ASSUMPTIONS & LEVEL OF COMPLIANCE TARGETED

Montenegro Assumptions
GENERAL
Population millions 0.62 Diminishing by 0,3%
GDP/Capita € 5,436 GDPGrothgi.f‘fr;jv(;lijf%-ZOIG; 4%
€inflation is projected at 2% in €

Inflation € 1.5% throughout planning period

€/Household 7,457 Growth projected at GDP
Household Income
Ezni?e?id Expenditure on 7.5% International Thresholds applied
Expenditure on Environment % of GDP 0,2% Threshold of 3% applied
Drinking Water Supply % of Population Served 60.0% Projected to reach 93%
Purified Drinking Water Supply % of Population Served 45.0% Projected to reach 100%
Urban Wastewater Collected % of Population Served 67.0% Projected to reach 93%
Urban Wastewater Treated % of Wastewater Treated 28.0% Projected to reach 93%
Municipal Solid Waste Collected % of Population Served 76.0% Projected to reach 99%
Compliant Treatment (Lfill/Incin) % of MSW 40.0% Projected to reach 99%
Municipal Solid Waste Recycled % of MSW 12.0% Projected to reach 43,5%
Emissions NO« 16.4 No Targetsset. Linear reduction to EU
Emissions SO, Kg/Capita 64.8 Targets assumed. EU Targets for 2025
Emissions CO2 Kg/Capita 5.04 Are 17,8 NOx; 11,5 502; 8,0 GHG

The indicators for Montenegro are approximately comparable to those of other Central/Westem
Balkan states. The greatest gaps are in GDP per Capita and Household Income, a sixth of EU average.
Note that real monetary GDP figures are used. Price Purchase Parity equivalents are for socioeconomic
comparisonsinliving standards, but are not real monetary figures.

In the field of Environment, the largest (and most expensive) gapsarein:
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e Urban wastewater treatment, with construction and operation of sewerage systems and
wastewater treatment facilities;

e Solid waste and other special waste management, with upgrading and improving construction
of necessary infrastructure, rehabilitation and dosure of existing landfills, and, most
importantly, the development of a modern collection and transport system, treatment,
recycling, energy exploitation and depositing of waste residues;

e Air quality protection and dimate change due to need for high investment in industrial,
energy, transport and utility sectors, in order to reduce pollutant emissions into the air,
particularly SO2, NOx, PM10 and PM2,5 and GHG.

It should be noted that capital expenditures (CAPEX) and particularly operational expenditures (OPEX)
of the mentioned environmentalinfrastructure will depend on very restricted household resources.

Overall, the present state of the environmental infrastructure, compared to what is required to
achieve compliance in the Investment Heavy Directives, argues a lengthy transition period and
proportionally very high investment requirements.

2. METHODOLOGICAL APPROACH

To elaborate an Implementation Plan at National, Sector and Investment Heavy Directive Level, there
were three aspects that were sequentially considered:

e The calculation of costs. This is primarily an engineering estimate of what creating the required
facilities to overcome the compliance gap will cost.

e The sequencing of Investments. This is the economic component. An Investment cost figure on
its own means very little, it had to be defined in economic terms by estimating the O&M
(Operating & Management) costs multi-annually required to operate the investments and the
additional costs to the administration. Furthermore, cost stream was linked to a calculation of
maximum cost recovery applying tariff increases within the limitations of the affordability
thresholds.

e Itis required, bothin general terms —and very specifically so regarding transition periods and
support from the EU grants — that Cost Recovery is suffident to cover O&M costs plus some
surplus to further cover part of the additional co-financing gap.

e The Financing sources. This is the financial component. Once the inter-annual funding gaps
were identified in the feasible implementation plan estimated through the economic
component, the means to acquire said finance was determined and conformed to a
Sustainable Implementation Plan.

It must be noted that even though justification of the transition periods is not requested at this stage,
Montenegro developed viable and sustainable Action Plan of the Strategy.

The methodology expressed as an excel-based model tool is precisely prepared for this purpose.

71



2.1 The calculation of costs

There are two broad methods employed to estimate the Cost of alignment and, in general, Regulatory
Impact:

e The bottom up approach. This consists in an extrapolation of costs based on collected data
through surveys and sector specific cost references. The partial database thus established is
then extrapolated to the whole of the Directive/Environmental sector concerned;

e The top down approach, or macro-econometric analysis. In this case impacts are estimated on
the basis of pollutants to be removed or populations to be served by new or improved
standards. Volumes and Unit Costs are derived from domesticand international references.

The bottom up approach is generally employed when extensive data is available and the directive
being evaluated impacts on a spedific sector with a limited number of stakeholders. The top down,
macro-econometric approach is employed when the directives evaluated are complex, have a wide
reaching impact and, espedially, affect the population significantly and must be timed so as not to raise
affordability thresholds.

In the case of the Investment Heavy Directives, with a very complex impact on the population through
interactive emissions to air, water and through solid waste accumulation, which have a direct and
harmful impact on health and for which abatement costs will primarily be recovered through the
public via tariff increases (for waste, water, electricity) and increases in the costs of affected products,
(cement, petrol, chemical products), the macro-econometricapproach is essential.

In the Montenegrin Strategy, in fact, both approaches have been employed, the macro for the
investment heavy directives and the micro to complement the gaps and better define the macro
national level approach. The designed Measures for UWWT and Waste, and the overall Project
Pipeline are being used as the domesticbasis forthe costing of these Directives.

2.2 Thesequencing of investments

Once Montenegro accelerates the Investment process required to achieve full compliance, on a
practical level there will be the finandal limitations implicit in the low level of affordability that will
limitthe amount of costs that can be recovered from end users through tariff increases.

This will espedally affect the Investment Heavy Directives that provide services to the general
population, namely Water, Waste and Power Generation.

Affordability constraints will thus directly limit the amount of the costs that can be recovered from end
users through tariffs and other charges, which is termed the Cost Recovery Principle.

After full compliance, in application of the “Polluter Pays Principle”, cost recovery should be 100%.
Until then, cost recovery should at least cover O&M costs so as not to compromise the capacity to
attract the EU grants, which may cover investment costs of financially sustainable projects only, and
support from IFls, which require project feasibility with respect to estimated rate of return, expected
profit and other parameters under a specific methodology of a particular IFl. These two sources of
financing are often combined, and EU grants are used to cover the identified financing gap so that a
project may be feasible even with alower cost recovery from end users through tariff increase.

The calculation of cost recovery includes:
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e Collecting data on household Income (HHI) distributed in income deciles (10% segments from
the 10% richestto the 10% poorest);

e Projecting such data in accordance with GDP expected growth and adjustment indexes to
account fordeviations from GDP growth in HHI growth;

e Estimatingthe industrial/commercial component (presently overburdened);

e Calculating the present level of affordability used for utility payments. This part is supporting
the existing system andis not available for support of the incremental alignment effort;

e (Calculating the component of untapped affordability that can sequentially be mobilized to
supportthe alignment effort (i.e. the rate of mobilization of the cost recovery component).

In the context of improving the overall strategic planning, in December 2015 the Government has for
the first time adopted a comprehensive Unified list of priority infrastructure projects, which was
prepared in accordance with the general methodology used in similar procedures. The Unified list of
priority infrastructure projects for the environment, transport, energy and sodal sector consists of 64
infrastructure projects with a total estimated value of 4.23 billion euros. This list of projects serves as a
solid basis for planning the various funding sources, induding national resources, financing loans, EU
funds and other donors forthe implementation of these projectsinthe future.

2.3 The financing sources
Basically, the financing sources can be grouped as follows:
e Cost Recovery from Users;
e EU Grants & other Donors;
e Private SectorInvestments;
e Local Self-government & Central Government Budgets & potential Ecological funds;
e ProjectFinance without recourse to Government Guarantees from IFls and Commercial Banks;
e Finance to Central Government & Local Self-government for Environmental Projects.

It must be noted that the resulting costs of the Alignment Process are borne, primarily, by the citizens
(generally > 50%) through tariff increases to offset the O&M costs of the required new investments.
This key aspect, termed the Affordability Constraint, is what determined the time needed for full
compliance andisthe basis for the request of derogations/transition periods.

Montenegro plans to use EU funds for about 25 % of investment costs depending on the availability of
IPA funds for Environment and Climate Change sectors which is some 15-20% of total costs. However,
Montenegro major funding will be ensured from domestic sources. Alignment is a national
undertaking and Montenegro is committed to apply to it national financial resources required.

Montenegro is committed to keep increasing the budget allocation for Environment and Climate
Change. The funds planned by the Law on Budget for the Program of Environment in 2016 amount
6.78 million € that constitute 0.87% of the current budget for 2016. Funds in 2016 are increased for
1.30 million € compared to the funds from the budget of 2015 which indicates a trend of increase in
the area of environment.

73



According to the new National Strategy on Sustainable Development until 2030, adopted by the
Government of Montenegro on 7 July 2016, administrative costs of the governance for the
implementation of the strategy and part of program activities for sustainable use of natural resources
(trainings and human capacity building, information system for sustainable development, reporting
system on NSSD, the costs of protected area management with the contribution to tourism which is
based on nature, selected projects of green mobility, energy effidency in the construction area,
environmental monitoring, cofinancing of participation in the EU programs for environmental
sustainability and IPA etc.) is planned to be provided from the budget of Montenegro by 1-1,5 % of
total budget until 2020 and 1,5-2% to 2030. For the matter of comparison, 1,5% of the consolidated
expenditure costs (operating budget plus capital budget and plus consolidated public expenditures)
amounts to 26 million euros and present share for the Environment in consolidated expenditure
amountsto 7,69 million euros.

With the estimation of the costs of governance for sustainable development comparison has been
done with the estimation of administrative costs in this Strategy with the AP-the administrative costs
(induding gross salaries, overhead costs and training of additional administration) amounted to 19.2
million euros for the overall period 2016-2020. This cost of administration will mainly be provided from
the national budget, only some training activities will be conducted through TAIEX. All of those costs
have been consulted with the Ministry of Finance which has the overall view on the economic capacity
of Montenegro.

Ministry of Finance has recognized the importance of allocating the budget for the Environment and
Climate Change in order to fulfill the benchmark for Chapter 27 and in this respect increased funding
by 26% in 2016 compared to 2015. Having in mind the need to increase the allocation of funds for
environment in the coming period, the Ministry of Finance through the opinion on the National
Strategy for Sustainable Development until 2030, took the responsibility for providing financial
resources in order to fund the activities and achieving the level of defined parameters to meet the
strategic objectives and measures related to the period until 2030, in line with the Public Finance
Management Policy and Guidance of Macroeconomic and Fiscal Policy. Beside the absolute increase in
the sector of Environment in the responsibility of the MSDT, internal reallocation of funds will be in full
competence of the Ministry, which means greater flexibility of planning funds for the area of
Environment.

3. THE COST OF ALIGNMENT

3.1 Definition

The alignment process implies a range of additional costs and benefits for the economy of
Montenegro. The costs of the environmental alignment process are wide-ranging and will result,
basically, from:

e The increased administrative burden to transpose, implement, enforce and monitor the EU
acquis;

e large investments in capital equipment, plant etc. needed to implement and comply with the
acquis;
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e The operating and maintenance costs (O&M) assodated with the operation of these
investments.

e Thetransformation/reforms towards the low emissions and climate resilient economy
These costs will be borne by:

e Thestate budget;

e Municipal/Local Self Government Units (LSGs)

e Industry, both publicsectorand private;

e Households through the various cost-recovery mechanisms, including especially tariffs for
publicutility services;

e Grants fromthe EU funds (IPA, WBIF, ESl and other grant programs) and
e Otherdonors.

It is important to note that the cost of alighment is defined as the “additional cost to Montenegro of
adopting the acquis” and not to be confused with the total environmental costs for Montenegro
which may include policies that are not directly derived from the application of said acquis.

Care must also be taken to ensure when comparing cost estimates, that the methodologies are the
same and that they refer to the same items. Also note whether the cost estimates are in nominal
terms or in Net Present Value (NPV) terms and whether they indude operating expenses or only
investments.

Cost estimates are like statistics, they all have a scientific basis, but are often misunderstood and/or
misused.

3.2 Scope and methodology of the cost analysis
3.2.1 Introductory notes

No cost estimate at national level and based on forecasts can be complete or have a 100% degree of
accuracy.

Vast amounts of data (sometimes conflicting) have to be extracted, selected and input into the
different cost estimates of the directives/bundles of directives.

These cost estimates are best project estimates and are subject to a large array of assumptions on
which not all stakeholders will agree.

Strategic plans are not blueprints to be followed with precision, but reference frameworks to enable
the decision makers to track progress and plan future actions so as to maintain the direction in which-
as determined by national policies- they are to proceed.

The model tools developed for the macro-econometric exercise have been applied to each area of
emissions with individual estimates for the heavy investment directives and some other spedific
directives or bundles of directives. Thus, there are three major model tools:

e Emissions to air (Including IED, Air Quality, Climate Change and other directives within these
broad sub-sectors);
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Emissions to water (incuding Drinking Water, Urban Wastewater, Nitrates and Flood
Protection);

Solid waste management (including Municipal Solid Waste, Hazardous Waste and Special
Waste Streams, Animal Waste, WEEE, etc.)

In addition a fourth model has been developed for Nature and Biodiversity Protection due to the fact

thatitis a key element of the EU Environmental strategy, although from the cost of alignment point of

view, itis not a significantly costly directive.

The Horizontal, Noise and Chemicals Directives, have been estimated on the basis of proportionality to

similartransition economies, and the data contained in existing strategies for Montenegro.

The results of the modelling tools are presented in a multi-annual cost stream that permits linking such
a cost stream to the affordability thresholds. This, in turn, ensures that the implementation of the
alignment process does not:

establish a non-feasible time-frame that implies that operating costs are greater than
maximum affordability, i.e. that maximum cost recovery is insufficient to cover operating
expenses;and

that significant cross-subsidization from one environmental sector to another occurs, which
would compromise heavily a necessarily harmonic implementation, given the interactive
nature of environment.

These factors must be takenintoaccount inorderto elaborate afeasible, credible national policy.

The evaluation of Costs has been performed in two stages:

A preliminary analysis based on existing studies, statistics and the budgets of the different
institutions, especially in the case of the investment heavy directives. This initial estimate will
provide a baseline reference value that will permit us to establish the framework for the more
elaborate directive by directive or sector by sector cost analysis. This “baseline scenario”
derived from existing information will also permit us to perform an overall macroeconomic
analysis to establish a preliminary estimate of the timeframes required for full transposition of
the directives contained in the acquis from the investment point of view, relating the
investment needs to Montenegro’s financial and economic capacities.

A best to date Strategy Cost of Alignment Calculation for the sectors indicated above.

The starting point of these analyses was the above and the procedure involved:

Evaluating in depth the existing sector figures to ascertain the methodology of the cost
estimates already performed;

Preparation of a matrix of unit costs that will be derived from the baseline scenario, the
existing feasibility studies for ongoing projects. By default, in those cases where spedcific to
Montenegro unit costs cannot be obtained, we shall calculate “best project estimates” based
on conditions in Montenegro and the experience of the key and senior experts in the various
transition economies in which they have performed this type of analyses;

This information will be collected and input, together with a vast array of necessary
assumptions and sector specific parameters, into a calculation model;
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e We shall then customize the Model to Montenegro’s needs and priorities and create a clear
module of “input” parameters for policy on a Sector by Sector basis. This will be the interface
used by the analysts. A further final simplified results module, induding graphs for easy
visualization, will permit gratifying manipulation of the model for estimating the impacts of
different policy decisions.

Project intention is to provide a user-friendly core model that will permit the Beneficiary’s analysts to
readily understand the underlying concepts so as to gain full ownership of this analytical tool. They can
subsequently expand and update each sector model as more detailed information becomes available
and their own capacities evolve.

This will be especially useful once the negotiation process is opened and different scenarios have to be
created for harmonizing policies.

3.2.2 Establishing a timeframe

Full compliance with all aspects of the environmental acquis cannot be expected until all the
investments required under the investment heavy directives are completed. For this, as evidenced by
experience in other transition countries, a period of approximately 20 to 30 years is required. Hence,
in principle, a minimum 20-year period (2015-2035) has been adopted for the Strategy Cost Analysis.
The specific transition and implementation period for each heavy investment directive should fall
within this general timeframe, with the exception of UWWT Directive.

3.2.3 Focus on Investment Heavy Directives

As is a constant with environmental issues, all Directives have impacts across more than one sector.
Part of the challenge of the Industrial Pollution Sector is, for instance, solved by MSW, or by the
UWWT Directive. This is why it is standard practice to focus on the heavy investment directives and to
calculate what is “left over” for the specific sectors.

The heavy investment directives account, in general, for around 80% of all costs and are the ones that
have the greatest impact on the population and are thus limited in their implementation by both the
affordability thresholds of households and those atinstitutional budget level.

3.2.4 Definition of capex, opex and administrative costs

3.24.1 Administrative costs

Some of the administrative expenses estimated for the environmental sectors will be incurred in the
Horizontal Sector. For the purposes of the present Strategy, these costs have been estimated on the
basis of prior experience in othertransition economies and the partial data prepared domestically.

In the overall cost assessment, figures for the additional administrative costs will be included for each
of the sectors covered by the strategy.

Note that these assumed figures should not constitute the basis for planning purposes: they will be
calculated solely to provide an initial indication of the scale of additional resourcing that may be
required. Government will need to examine carefully at a later stage, the actual level of resources
existingandthose needed in future and take appropriate actions.

The additional administrative costs, over and above current levels, were estimated through a “bottom-
up” approach. Thisinvolved:

e Estimatingthe numbers of additional staffneeded;
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3.2.4.2

Taking an average figure forthe annual salary wage costs of a professional staff member;

Adding an overhead cost equal to a % of the annual salaries of professional staff. Overhead
costs to beincluded inthis % estimate are, interalia:

Non-wage costs incurred in employing additional professional staff (recruitment, insurance,
pension contributions, sick pay etc.);

Office space and office-based equipment (computers and peripherals, furniture etc.) for the
additional staff complements, including operating and maintenance costs. The expenditure of
acquiring additional building space and office equipment are included (m2 additional
space/average cost/m2);

Professional development through training. This cost will be ongoing, though likely to reduce
inlateryears froman initiallyhigh level;

Salaries and associated costs of employing non-professional support staff, needed to relieve
professional staff from non-productive activity;

Travel and related costs incurred by professional and other staff in fulfilment of their duties.

Investment costs (capex) and operating & management costs (opex)

In order to produce an overall baseline cost estimate, all relevant available information relating to
Investments and O&M costs in the environmental sector was collected, commencing with the most
updated “longlist” and “shortlist” of environmental projects, the budgetsincluded foreach sector in all
otherexisting databases and any otherinformation from TA projects.

Subsequent to this, in order to fulfil the objectives implicit in establishing the economic gap, the
following was done:

3.2.5

the data collected distributed into the sectors;

additional cost specific information available on Investments and O&Ms collected, together
with details on the methodology employed in making these project cost estimates (e.g.
Feasibility Studies);

a matrix of unit costs applied to each sector was prepared;

the same procedure has been followed for both Investments and Re-Investments (Capex) and
O&M (Opex) costs;

the resulting unit costs, Identified Projects and Identified Gaps, processed in the Cost of
Alignment Model for each sector, providing a specific cost estimate for each Investment Heavy
Directive/ sector of the EAS.

Establishing multi-annual cost flows and multi-annual targets

The following parameters have been integrated into a Model Tool used for establishing multi-annual
cost flows and multi-annual targets:

The Multiannual Cost Flows on a Relevant Directive/Sector basis;
The Multiannual Potential Cost Recovery on a Relevant Directive/Sector basis;

Assumptions on macroeconomic and socioeconomic parameters;
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e Mobilization ratesfor costrecovery;

e Assumptions on EU Grant Mobilization rates and Donor funding;

e Projection of Domestic Finance Resources;

e Projections of Finance from IFls, Other Project Finance and Private Investment;
e Othertechnical parameters necessary for making the Model operative.

The Model Tool was designed to adjust all flows to variations in any of the inputs, notably to target
dates for full compliance.

Wherever possible, the Action Plans of existing Strategies have been respected. When such Action
Plans implied periods that do not comply with the affordability constraint for O&M costs, or were
more stringent than required for EU members themselves, the target dates have been lengthened to
provide plausible and reasonable full compliance targets for Montenegro, from the economic point of
view.

This “Sensitivity Analysis” is an iterative process that has been applied to assist in determining
reasonable targets for full compliance of the evaluated relevant Directives/Sectors. Its purpose was to
establish an order of magnitude that will be subsequently refined in the Directive Spedific
Implementation Plans which will be developed.

3.2.6 Description of the Model Tool

The Cost of alignment model has been designed so as to incorporate some value adding features, such
as:

e C(Clearly identifiable data input sheets, which can, as data available rapidly evolves, be readily
modified. The datainputsheetsare:

— Socioeconomicdata.

— Macroeconomic parameters.
— Sectorfact sheets.

— Unit cost references.

These data sheets served the double purpose of feeding specific data into the calculation module,
as required for different directives/sectors, and also of collecting in an orderly, accessible mode,
the contextual information on which these datainputs are based.

e Extensive database forreferences. The unit costs are derived from three sources:

— International References. Induding those of the neighbouring transition economies that
have joined the EU in 2004/2007 plus those of the relatively recent Alignment Cost
Estimatesfor Croatia, Serbia, Former Yugoslav Republic of Macedonia, B&Hand Turkey;

— Spedific to Montenegro partial cost estimates from various sources and twinning project
estimates;

— Feasibility studies completed for infrastructure projects plus other local sources of
relevance.
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In this fashion, reasoned and reasonable unit costs are derived, which are termed “best reference
Montenegro unit costs”. Like all the features of the model, these unit costs can - on an ongoing basis -

be easily modified to reflect evolving data.

Some of special features of the Model Tool are:

A dual Affordability Constraints input sheet which is an affordability calculation, consistent
with that used for large infrastructure projects for applications to EU structural funds, for both
countrywide affordability (set as limits to % of GDP) and user affordability (set as % of
Household Income). Thus the transitional periods estimated incorporated a double check, to
ensure Montenegro’s overall affordability is not exceeded and that user charges remain within
the affordability limits of households.

A Policy Tool which is a sensitivity analysis module that permits the user to evaluate the
impact of a change in the compliance targets upon the multi-annual investment plans and the
affordability constraints.

The Model is an aggregation model which permitted to disaggregate cost calculations from
national estimates to sector estimates and to the level of Directives, or bundles of Directives.

Directives linked to sources of finance. Sources of finance and economic instruments in
Montenegro were linked to the Model Tool for the Strategy and Implementation Plan, deriving
a database listing sources of finance (including as such economic instruments) and creating a
preferred link to such sources of finance for each spedcific directive or bundle of directives.
Thus Financial Plans can readily be upgraded/updated as specific additional information, or
eco-funds, or new regulations that imply modifications in economic instruments, come into
force.

For further darification, the structure of the Strategy Model in graphic format is hereby attached

(GRAPH ).
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INPUT DATA SHEETS
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3.3 Cost of alignment by sectors

3.3.1 Water qualitysector

3.3.1.1 Baseline

In terms of the proportion of total environmental alignment costs, Montenegro is aware that water is
by far the largest environmental sub-sector. The sub-sector is covered by a large body of EU
legislation. However, it must be noted that this legislation does not cover the entire range of water
quality functions, for example there are no requirements in respect of irrigation, or water scarcity and
drought. Therefore, in order to achieve a fully integrated approach to water quality, in the planning
process aspects that are not covered by EU legislation were encompassed.

e The Water Framework Directive (WFD) dominates EUlegislation in the watersector by:
e Establishing environmental objectives;

e Prescribingaplanning process for water management;

e Monitoring, assessment and analysis of pressures and impacts;

e Preparation and implementation of six yearly river basin management plans designed to
achieve the environmental objectives.

e Assodated Directives on environmental quality standards, hazardous and priority hazardous
substances and groundwater supplement the WFD, as do the requirements of other
Directives:

e Mandatory water quality standards for specificuses: drinking water and bathing water.
e Controlsoversources of pollution: urban wastewater, nitrates fromagriculture.

e Key environmental legislation; the Industrial Emissions Directive, environmental impact
assessment.

In addition to these measures, the acquis also requires the preparation of six-yearly flood risk
management plans.
3.3.1.2 Rationale for the Cost Estimate

The acquis in the field of water is broad, onerous, complex to administer and expensive to implement.
The complexity entailed in administering the legislation arises in part from the requirement to address
the many factors that influence the water cycle, notably:

e Industrial activities regulated under the Integrated Pollution Prevention and Control (IPPC)
(Industrial Emissions Directive - IED) regime and associated legislation;

e Agricultural activities including provisions of the Common Agricultural Policy pertaining to
good agricultural and environmental conditions (cross-compliance);

e Urban and transport infrastructure including modifications to drainage patterns, water quality
and the morphology of water courses.

The acquis leaves (in accordance with the subsidiarity principle) a number of key matters in the hands
of Member States, most notably:
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e Water resource allocation (although this is indirectly addressed in the WFD, which imposes
constraints on total resource use by virtue of the need to attain ecological objectives);

e Which areas of Member State territory are to be supplied with drinking water from central
“public” systems as opposed to “own sources” such as private wells;

e Thelevel of floodrisk protection thatis provided to persons and property.

The acquis does not impose specific requirements for institutional provisions in the water sector, but
relies on Member States to put in place “appropriate arrangements” through the designation of
competentauthorities.

This sector also has the greatest implications for other sectors, as water is the recipient of pollution
from many sources and abating pollution in the aquatic element implies close interaction with the
polluters and anintegrated management of the water cycle and river basins.

At present, there is a backlog of necessary investments in the bulk water sector, which must be
addressed before service levels tothe public can be effectively extended.

Differentiating clearly all these components is technically complicated and there are many “grey areas”
between what must be undertaken on account of compliance and what is a national policy not driven
by the adoption of the acquis. In the cost estimates, compliance on quality and extension of the
system are the basic assumptions and, as has been explained previously, the cost estimate is made for
the established 20-year period to 2035.

TABLE Ill: DEFINITION OF THE EXISTING GAP
\ \ MONTENEGRO EU

Drinking Water Supply % of Population Served 75% 93%
Purified Drinking Water Supply % of Population Served 69% 100%
Urban Wastewater Collected % of Population Served 42% (67%*) 93%
Urban Wastewater Treated % of Waste Water Treated 18% (28%*) 87%

*Note: Figures on urban wastewater collected and treated refer to the total population, while the percentage in urban
settlements is much higher (67% of urban wastewater collected and about 20% treated).

These are Best Estimates of the situation in 2015 derived from the Water Strategy and the
Environmental Performance Review from 2014. The influence of tourism in many of the Coastal
Municipalities implies supra-dimensioned facilities that further distort the service tolocal populations.

There are two detailed Master Plans for UWW treatment with measures for logically derived
agglomerations and a target date for completion of the infrastructure of 2029. These Master Plans
have been analysed and their impact on affordability evaluated. The results determinate a later target
date for completion, already implicitin the fact that some measures have suffered delays.

Given the importance of tourism in Montenegro, Water Supply and UWW Collection & Treatment as
priority are funded mainly through loans. This was taken into account when evaluating the financing
capacity and determining reasonable transition periods as the impact on tariffs at an early stage with
scarce affordability will be very high, absorbing a large part of latent affordability and expected
household income growth. Planning for Environmental compliance requires a careful and harmonious
balandng of present and expected future resources, the foremost of which is the Cost Recovery
Component.

In order to reasonably differentiate between the Domestic strategy component regarding Water and
that which is considered as directly driven by the application of the acquis, for all these Directives a
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spedific Model Tool was developed, estimating the cost to bridge the gap in service levels to
Montenegro’s population. The excess cost for the prioritization and acceleration of the
implementation of water measures on account of the tourism, should not be a Cost of Alignment per
se, as itisdriven by competitiveneedinaproductive sector.

In addition, the Flood protection directive must be implemented, and although this constitutes mostly
a domestic priority, to be implemented in some measure urgently without need of the acquis as a
driver, it has been induded and the cost estimate for said directive is derived from the information
contained in Montenegro’s Environmental Performance Review.

Thus the Water Management Cost of Alignment calculation consists of three differentiated parts:
e Drinking Water (DW), bothin quality and extension of the service to EU levels;
e Urban Waste Water, including both Collection and Treatment;
e FloodProtectionin 3 stages:
e Upgradingof existinginfrastructure, on ashort term basis;
e AlignmentPhaselto 2020, with construction of priority infrastructure;

e Full Compliance, to 2035.
3.3.1.3 Unit costs

3.3.1.3.1 General observations

The cost estimation process would ideally have been done by examining each UMZ (aka
agglomeration) in detail and obtaining data on the existing water infrastructure (and its condition) in
the area—i.e.anassetinventory.

This approach is not possible at present in Montenegro due to data scarcity and the lack of a reliable
population distribution into water based agglomerations.

According to Directive 91/271/EEC, agglomerations have been divided into 5 categories, thatis:

o | Agglomerations with population >100,000;
o |l Agglomerations between 50,000 and 99,999;
o |l Agglomerations between 10,000 and 49,999;

o |V Agglomerations between 2,000 and 9,999;
o V Agglomerations <1,999 persons (notincludedinthe UWWD).

In the Strategic Master Plans (Strategic Master Plan for sewerage and waste water in the central and
northern region of Montenegro and the Master Plan for wastewater disposal for the Montenegrin
Coast and the Municipality of Cetinje), agglomerations have been limited to the urban parts of the
municipalities and therefore these plans provide measures and activities for each municipality with the
estimated cost and investment plan for the period 2005-2029. Bearing in mind that these documents
anticipate investments in the amount of 560 million euros, it is reasonable to expect, on the basis of
implemented activities, as well as those that are underway, that by 2020 more than 50% of the
planned amount will be spent. As these strategic documents were not accompanied by an
agglomerations act (in the absence of a legal basis) which would define the boundaries, the Ministry of
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Sustainable Development and Tourism in cooperation with municipalities and with expert support
provided through the DWP, prepares an analysis that will be used for the adoption of the
Agglomerations Act. This activity will be completed by the end of Il quarter of 2017. In addition to the
review of existing agglomerations, some new agglomerations that have become needed in the
meantime willbe defined.

The process, or methodology employed to make the cost estimates in relation to these agglomeration
types, is explained below.

3.3.1.3.2 Urban waste water

3.3.1.3.2.1 Collection networks

Network Cost is the sum, for each different pipe size (1 to n) of the pipe length times the unit cost for
that diameter of pipe. The pipe distribution is linked to the type and size of the agglomeration.

The Unit Costs for laying the pipes are derived from a large number of references and calibrated to
recent projects in the region, as a function of the pipe diameter. The length of pipe required is
determined on the basis of the total length of the network and standard engineering assumptions
concerning the need for specificdiameters at pre-defined load levels.

The total network length is a function of the size of the area served and the density of occupation.
Again this function is derived on the basis of existing data and is calibrated to the population density
levels found typically in urban areas.

Overall, the use of this approach allows an estimation of network cost on the basis of area and
population density information. This total network cost is then assigned to either existing assets or
“future investment” on the basis of available % coverage data. This yields an estimate of the cost of
future network extension.

An allowance is added to this for the renovation of existing networks.

3.3.1.3.2.2 Treatmentplants

In the case of treatment plants, a similar function is used to estimate the cost of treatment works on
the basis of size and type of treatment. For large UMZs (urban morphological zones), tertiary is
assumedto be required. For medium UMZs, conventional secondary is assumed to be required.

For small UMZs conventional secondary or extensive is assumed to be required — the choice between
these options is based on size and land availability (smaller UMZs in areas with flat relief being better
suited to extensive technologies).

As before, the Incremental Cost is taken to be Total Costs less the value of existing assets, with some
allowance for renovation. In the case of both wastewater collection and wastewater treatment,
similarly derived cost functions are used to estimate the operational costs.

3.3.1.3.3  Drinking water

3.3.1.3.3.1 Introductory notes

For the Drinking Water Directive, a similar approach was taken, but with some noticeable differences.
Firstly, the Directive does not specify any “compliance unit” as such. Moreover, the Directive does not
oblige MSs to provide drinking water supplies to any or all (or part) of its population. Whatit does do is
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state the standards which must be achieved when a public supply is operated. In short, itis up to the
Member State to decide how wide the coverage should be.

In order to make a cost estimate the following approach was taken:

Current connection rates are established for Large, Medium and Small Urban and Rural areas. The
future objective is taken as being coverage of 95% of the population, which would certainly be
acceptable as “full coverage” from the EU perspective. Large cities will mainly utilise surface water
sources and smaller supply zones would utilise mainly groundwater sources. Treatment requirements
for these different sources have also been assumed.

3.3.1.3.3.2 Supply network

The estimate of costs follows a similar conceptual approach to that used for the UWWTD (Urban
Waste Water Treatment Directive), i.e. that supply network cost is a function of the size and density of
the service area. The transmission network required is proportional to the size of the Supply Network.

3.3.1.3.3.3 Treatment

Treatment again is a function of size and type of treatment, with the type of treatment being
determined by the type of source (SW or GW). The “f” functions have again been derived from a range
of data available internationally and then back calibrated to project experience in the region.

Incremental cost is again the Total Cost less the Existing Assets where the Existing Assets are valued on
the basis of reported coverage and assumed condition (i.e. there is a renovation allowance built into
the calculation).

As with UWWTD, the operational costs are derived similarly using standard cost functions calibrated to
regional conditions.

3.3.1.3.3.4 Protection against floods

The cost has been estimated on the basis of the Environmental Review of 2014 and, as a reference, the
rather detailed subsection on Flood Protection in the closest external analysis available.

The cost estimates included therein have been adjusted to be compatible with the multi-annual cost
flow methodology employed in this Cost of Alighment estimate.

3.3.1.4 Targets for compliance

3.3.1.4.1 Introductory notes

Although it is premature to establish targets for compliance and the following table simply constitutes
a best to date estimate, it was important to have an order of priorities so as to determine more
accurately future policy as Montenegro’s position becomes dearer. In this case, the targets for
compliance have been established as a % of population to be served by a fully compliant System. Note
that the targets for the Transition Periods negotiated will be in these same terms of % population
served by a fully compliant system.

NOTE: Model Tools linking cost to population served are considered essential to determine the
alignment cost and its subsequent strategy, Implementation Plans and alignment policy. They reflect
the commitment that Montenegro will have to assume vis a vis the accession treaty. In the case of
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Flood Protection, this is not the case, and thus a reasonably sequenced Investment schedule has been
deemed sufficient.

3.3.1.4.2  Drinking water
TABLE IV: DRINKING WATER TARGETS FOR COMPLIANCE

Concept Municipality 2015 ‘ 2016 2017 ‘ 2018 2019 ‘ 2020 2021 2022 2024 | 2025

| 90% | 90% | 92% | 94% | 96% | 96% | 96% | 96% | 96% | 96% | 96%

] 85% | 85% | 87% | 89% | 92% | 94% | 95% | 96% | 96% | 96% | 96%

L. ] 62% | 62% | 62% | 62% | 65% | 71% | 79% | 86% | 90% | 94% | 95%
Drinking water supply

as % of population v 30% | 30% | 30% | 30% | 30% | 30% | 37% | 50% | 68% | 81% | 90%

v 0% | 0% [ 0% | 0% | 0% | 0% | 0% [ 0% | 0% | 0% | 0%

TOTAL 75% | 75% | 76% | 77% | 80% | 83% | 86% | 90% | 93% 94%_

| 81% | 82% | 85% [ 93% | 96% | 97% | 98% | 99% (100% | 100%] 100%

] 77% | 78% | 80% | 86% | 91% | 94% | 97% | 99% (100% [ 100%] 100%

] 58% | 59% | 60% | 61% | 63% | 72% | 82% | 89% | 95% | 98% | 100%

Water purification
as % of population 1\ 31% | 32% | 33% | 34% | 35% | 36% | 37% | 52% | 67% | 77% | 91%

Vv 0% [ 0% | 0% | 0% | 0% | 0% | 0% [ 0% | 0% | 0% | 0%

TOTAL 69% | 70% | 72% | 76% | 79% | 83% | 89% | 93% | 96% 98%_

The target initially established is to 2025. The objectives to be attained are coverage of 95% of the
population and provision of waterto full compliance standards to 99%.

Below, the convergence of different types of municipalities is illustrated graphically, both for coverage
and quality standards.

GRAPH II: DRINKING WATER SUPPLY COVERAGE
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Urban waste water

TABLE V: URBAN WASTE WATER TARGETS FOR COMPLIANCE

3.3.1.43

Municipality 2015 2016 2017‘2018 2019‘2020 2021 2022

Concept

| 35%|44% [ 52% | 61% [ 74% | 87% | 91% | 95% | 95% |95%

95%

95% | 95%

30% | 30% | 30% | 42% | 55% | 68% | 76% | 85% | 93% |93%

93%

93% | 93%

Urban waste water 24% (24% | 24% | 24% | 29% | 36% | 46% | 54% | 60% | 65%

70%

90% | 90%

as % of population
0% | 0% | 0% | 0% | 0% | 0% [17% (33% | 33% |33%

33%

63% | 80%

(collection and treatment)

0% | 0% | 0% | 0% | 0% | 0% | 0% | 0% 0% 0%

0%

0% | 0%

TOTAL [ 28%(32% |36% | 41% | 50% | 60% | 68% | 75% | 78% |80%

82%

The target initially established is to 2035. The objectives to be attained are coverage of 93% of the
population, all except agglomerations below 2.000 p.e. which are not obliged to comply.

Below, the convergence of different types of municipalities is illustrated graphically, both for coverage

and treatment standards.

GRAPH Ill: WASTE WATER COLLECTION COVERAGE
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GRAPH IV: WASTE WATER TREATMENT COVERAGE
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3.3.1.4.4 Flood protection

Alignmentinthe area of flood protection has been divided into three phases:

e Phase | includes what are considered “urgent” projects, mainly the rehabilitation of existing
deteriorated infrastructure which poses a high risk to flooding as the areas it no longer
effectively protects have been subject to recurrent floodingin the recent past;

e Phase Il indudes high priority actions associated to estimated high risk gaps in the existing
infrastructure to be rehabilitated;

e Phaselllincludesthose projects that would enable Montenegro to achieve full compliance.

TABLE VI: FLOOD PROTECTION PHASE TARGETING
PHASE 1. UPGRADING

COST ITEM

PHASE 2. HIGH PRIORITY ACTIONS

2015 2016 2017 2018 2019 2020 2021 2022

PHASE TARGETING 10% 40% 100% 15% 30% 50% 75% 100%

COST ITEM PHASE 3. IMPLEMENTATION TO FULL COMPLIANCE

2029 2030 2031 | 2032 ‘ pLEE] 2034

2024 2025 2026 2027 2028 2035

PHASE TARGETING 2% 4% 7% 12% 18% 25% 45% 57% 70% 83% 96% 100% 100%

From the current status and the defined target, a chronological targeting sequence for alignment has
been defined. Thisis best estimatein current situation.

3.3.1.5 Cost of alignment

On the basis of the prior targets for compliance, the defined volumes in % of population served by a
fully compliant system and the unit costs defined, the Cost of Alignment can be evaluated on a multi-
annual basis. This is illustrated below in nominal terms, distributed as capex, opex and administrative
costs.
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3.3.1.5.1  Drinking water

GRAPH V: DRINKING WATER — COST OF ALIGNMENT IN NOMINAL TERMS — MULTI-ANNUAL COST
FLOWS

COST OF ALIGNMENT IN NOMINAL TERMS
MULTI-ANNUAL COST FLOWS
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Capex peaks at just over € 20 million per annum in 2015, mainly on account of the ongoing aggressive
short-terminvestment plan

Opexincreases to €7 million perannumin 2035.
The Cost of Alignment discounted, thatis, in present value terms, indicated below.

GRAPH VI: DRINKING WATER — TOTAL COST OF ALIGNMENT DISCOUNTED

TOTAL COST OF ALIGNMENT NPV AT 4%
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The Nominal Cost is a general figure the true value of which depends on the chronological deployment
of said costs. Such a magnitude, payable in 2015 is not the same as ifitis due in 2035.

Thus, to define a comparable figure and eliminate time distortions, the cost flows are discounted back
to their value in 2015 terms. This is the Net Present Value (NPV) concept and is the indicator used in
economics to determine present day costs of a Policy dedision. The discount rate used is 4%, the same
as presently recommended for large infrastructure projects. This magnitude is indicated in the Graph
above.
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e Investment costs, Capex, are estimated at € 71 Millionto be incurred priorto 2025;

e Opex, to 2035, is a considerable (and ongoing) cost amounting to that date to € 62 Million in
presentdayterms;

Overall, the alignment cost in Drinking Water is estimated to be € 140.1 Million induding estimated
€6.7 Million financing costs from loans contracted priorto 2016.

3.3.1.5.2 Urban waste water

GRAPH VII: URBAN WASTE WATER — COST OF ALIGNMENT IN NOMINAL TERMS — MULTI-ANNUAL
COST FLOWS

COST OF ALIGNMENT IN NOMINAL TERMS
MULTI-ANNUAL COST FLOWS
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Capex peaks at just under €44 Million per annum in 2016, mainly on account of the short temm
wastewater works being undertaken in majoragglomerations.

Opex increases to a substantial € 31 million per annum in 2035. The cost of alignment discounted, in
nominal terms, isindicated below.

GRAPH VIII: URBAN WASTE WATER — TOTAL COST OF ALIGNMENT DISCOUNTED
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To eliminate time distortions, the cost flows are discounted back to their value in 2015 terms. This is
the Net Present Value (NPV) concept and is the indicator used in economics to determine present day
costs of a Policy decision.

The discount rate used is 4%, the same as presently recommended for Large Infrastructure Projects.
This magnitude isindicated in the chart below:

e Investment costs, Capex, are estimated at€ 350.4 million to be incurred priorto 2035;

e Opex, to 2035, is a considerable (and ongoing) cost amounting to that date to € 203.5 million
in presentday terms.

Overall, the alignment costin Urban Wastewateris estimated to be € 553.9 million.

3.3.1.5.3  Flood protection
GRAPH IX: FLOOD PROTECTION — COST OF ALIGNMENT IN NOMINAL TERMS

COST OF ALIGNMENT IN NOMINAL TERMS
MULTI-ANNUAL COST FLOWS
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Capex is expected to peak at just over € 18 million per annum in 2017 assuming that Montenegro
undertakes measures to remediate the risk of floods recurring in asuch a short term.

Opexincreases to over€10 million perannumin 2035.

The Cost of Alignment discounted, thatis, in presentvalue terms, isindicated in the following Graph:
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GRAPH X: FLOOD PROTECTION — TOTAL COST OF A ALIGNMENT DISCOUNTED
TOTAL COST OF ALIGNMENT DISCOUNTED AT 4%
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To define a comparable figure and eliminate time distortions, the cost flows are discounted back to
their value in 2015 terms. This is the Net Present Value (NPV) concept and is the indicator used in
economics to determine present day costs of a policy decision. The discount rate used is 4%, the same
as presently recommended for large infrastructure projects. This magnitude is indicated in the graph
above.

Although this is a very rough estimate it, nevertheless, provides an indication that this is another area
where planningand budgetingis needed for substantialamounts.

e Investment costs, Capex, are estimated at € 67.7 million to be incurred to 2035, although with
a short term concentration to remediate damage already done by the last flooding episode;

e Opex, to 2035, is a considerable (and ongoing) cost amounting to that date to € 61 million in
presentday terms.

Overall, the alignment cost in Flood Protection is estimated to be € 128.7 million, a considerable
barrier for the public sector, as, unlike Drinking Water and Urban Wastewater, the cost recovery factor
isverylow and indirect.
3.3.1.6 Considerations for financing
There will be three key financing sources in the water sector:

e Local sources of financing;

e Credits/Loans provided by foreign banks and international financial institutions (IFl);

e EU fundsandinternational donations;

e local contributions will be obtained:

e Through water fees;

e Through special (dedicated/earmarked) fees realized based on other laws (e.g. Law on
Environmental Protection)

e Through revenues of WS companies realized by increased prices of services (Cost Recovery);
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e From specially dedicated funds of central and municipal budgets;
e From the assets of publicloans;

e Basedon special (dedicated) taxes;

e Basedon Law on Concessions.

This brief analysis will be developed further in Section 3 of “Economic & Financial Alignment Strategy”
where the EconomicGap is linked to the affordability constraints.

3.3.2 Waste managementsector

3.3.2.1 Baseline

Out of fifteen pieces of EU legislation in the sector, three are considered especially complex and/or
expensive to transpose and implement:

e The Waste Framework Directive;
e The Packagingand Packaging Waste Directive; and
e The Landfill Directive.
The Waste Framework Directive, (2008/98/EC) establishes the following waste management hierarchy:
e Prevention;
e Preparationforre-use;
e Recycling;
e Recoveryoperations (i.e. energy recovery from landfill gas);
e Disposal.
Furthermore, itdescribes two basicconcepts:
e \Waste as a by-product;
e Theend-of-wastestatus.

It encourages, although it does not oblige, member states to pursue extended producer responsibility
defined as “responsibility for the environmental impact of a product throughoutits life-cycle”.

The implementation of the Waste Framework Directive requires an effective permitting system for
waste collectors, transporters, waste-management companies, users of waste as raw materials and all
other intervening bodies. A strong monitoring and inspection capacity is also required, especially in the
first years of implementation, to reduce the very negative impact of non-registered waste producers,
which would undermine the system when most vulnerable.

It also requires the establishment of an integrated network of waste disposal installations, including
the recovery of mixed municipal waste.

The cost of alignment estimate for Montenegro in this sector takes into account all these components
so as to define an “Integrated Waste Management System”. Thus unit costs and sector volumes have
been established on the basis of such a system.
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3.3.2.2 Rationale for the cost estimate

The National Waste Management Plan for Montenegro 2015-2020 collects the most recent available
data.

According to that Plan, the amount of municipal waste generated in Montenegro is as presented in
Table VII:

TABLE VII: QUANTITIES OF MUNICIPAL WASTE (2013)

Share in total amount of

Municipalities Quantities of waste generated (t)
waste (%)
Andrijevica 1,186 0,49
Bar 24,000 9,84
Berane (including Petnjica) 9,928 4,07
Bijelo Polje 12,053 4,94
Budva 23,100 9,47
Cetinje 6,080 2,49
Danilovgrad 4,658 1,91
Herceg Novi 18,521 7,59
Kolasin 2,300 0,94
Kotor 12,500 5,12
Mojkovac 2,240 0,92
Niksié 20,359 8,35
Plav (including Gusinje)* 3,430 1,41
Pljevlja 8,532 3,50
PluZine 1,173 0,48
Podgorica 66,602 27,30
Rozaje” 5,910 2,42
Savnik 517 0,21
Tivat 8,100 3,32
Ulcinj* 11,625 4,77
Zabljak 1,127 0,46
Total 243,941 100,00

*- estimated amount

The Waste Management Law (Article 11) requires the establishment of systems for separate collection
of primarily separated waste components, such as paper, cardboard, metal, plastic, glass, and
biodegradable waste.

Collection of municipal solid waste, according to the Law on Waste Management and municipal
regulations, is the obligation of local governments. In addition to this law and other by-laws, the area is
alsolocally defined by individual local regulations.

In all municipalities in Montenegro, this activity has been entrusted to public utility companies
registered for waste management activities and owned by the munidipalities, but operated as separate
legal entities. Every public utility company has a certain number of containers and bins needed to
complete the collection, followed by the transport and disposal.

The data indicate that the public utility companies in the municipalities of Montenegro are equipped
rather well, but there is some unevenness between municipalities in terms of number of equipment
which is noticeable. In the following years it is necessary to equalize the status of equipment by
municipalities.
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Recycling yards are places arranged for collection and temporary storage of waste primarily selected
according to types, or fractions of municipal waste. According to data from 2013, Podgorica has three
recycling yards while Herceg Novi and Kotor have one each. Other munidpalities do not perform
separate collection and temporary storage of primarily selected components of municipal waste.

In order to improve situation in all municipalities related to the selective collection of waste and
certainly in order to improve and achieve the goals that are established by Law for reuse and recyding
of waste, MSDT will strictly follow the projection of the planned facilities and necessary investments in
the NWMP 2015-2020 like construction of Regional recycling center, material recovery facilities (MRF),
Composting facilities, MBT, transfer station, recyding yard with a sorting fadilities, small recyding
yards and all other necessary infrastructure.

With new plans, each municpality must provide and establish system for the selective collection of
waste, and system of two bins —dry and wet is the minimum that must exist in the municipalities that
did not have such system at all. The final objective is to have system for the selective collection of
waste to the end of 2020 in all municipalities. If the municipal plans would not have activities for the
establishment and improvement local system of selective waste collection, MSDT will not approve the
plan.

Utility companies still do not generate satisfactory incomes that could be achieved by selling the
collected components of municipal waste which have market price in the country and the region, the
so-called secondary raw materials. To improve the situation, a special focus in all municipalities will be
on the primary and secondary waste selection. The dynamics of improvement will be covered by the
new local waste management plans, which are inthe final stages of preparation in most municipalities.

Utility companies are responsible for collecting the household part of municipal solid waste and
NWMP 2015-2020 envisaged following activities:

— Establishment of a system of primary selection on the principle of two bins - dry and wet as an
minimum toward more advanced separately collectionin following years;;

— Establishment of collecting network in rural areas as a condition of achieving the goal of
establishing a collecting network in the entire territory of Montenegro;

— Completion of construction of recycling yards of various types, in almost all municipalities,;

— Procurement of the missing equipment for the collection of recyclable materials (cans and
containers, vehicles, etc.);

— Equipping large generators of packaging (shopping malls, mega markets, department stores,
hotels, etc., catering facilities, administrative buildings, schools, cemeteries, etc.) with larger
capacity collection equipment (containers of 7m?3, press containers, etc.);

— Intensifying activities aimed to strengthen public awareness and maintain continuity in this respect
- organizing campaigns and debates, informing citizens through the media, organizing collection
certain types of waste, eco camps, various attractive campaigns;

— Reducingthe amount of waste going to landfill.

At the sites for temporary disposal of munidpal waste in: Andrijevica, Herceg Novi, Kolasin, Mojkovac,
Plav (Gusinje), Pljevlja, RoZaje (Petnjica) and Bijelo Polje, 47 435t of waste is temporarily landfilled, out
of which 5795 t is placed in the recycling center “Lovanja“in Kotor. Four local self-governments have
not established municipal waste management system in accordance with the regulations: Cetinje,
Niksi¢, PluZine, Savnik and Zabljak, with the note that the Munidpality of PluZine disposes municipal
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waste at the unregulated dumpsite Mislov Do in NikSi¢. Unregulated dumpsites in Cetinje, Niksi¢
Savnik and Zabljak contain 48 356 t of communal waste.

The annual volume of waste from electrical and electronic products, resulting in households or
similarly in legal entities, is 7to 12 kg / capita, which is 4,200t for the entire Montenegro. Anticipated
annual quantity of end-of-life vehicles is estimated at about 30% of the vehicles that were first
registered in that year in the jurisdiction of Montenegro. If annually between 12,000 and 18,000
vehicles are registered, and if one assumes that the average vehide weight 1.3 t, the resulting total
amount of end-of-life vehicles is about 6,000 t. In the case of batteries and accumulators, it is
estimated that annually 0.05 to 0.1 kg / capita is generated, which is at least 30 t for the whole
territory of Montenegro. It is estimated that 6 to 10 kg of waste tires per capitais generated annually,
as a result of the use of vehicles owned by individuals and legal entities, which is 3,600 tons per year in
total. When it comes to packaging, i.e. packaging waste, it is estimated from 80to 130 kg per capita is
generated annually, which amounts to 46,000 tons per annum for the entire territory of Montenegro.

As for the recycling of end-of-life vehidles, as already said, the Regional Recycling Centre at the landfill
"Livade" in Podgorica indudes a plant for removal of vehicles out of use and preparation of their parts
for reuse and/or recycling. The plant has the most advanced equipment to handle this type of waste
and its capacity is 20 vehicles per day in one shift. It can be said that the installed capacity meets a
large part of the needs of the state of Montenegro.

In addition to this facility, Montenegro has two plants involved in the dismantling of vehicles out of use
and preparation of their parts for reuse and/or recycling, namely the company "Bukumirska Jezera"
from Podgorica and "Recyding Centre" Ltd. Niksic. Both of these plants have installed capacity of 10
vehiclesaday.

As for other spedal types of waste, those are mainly taken over by the authorized operators, and yet
end up largely with unauthorized purchasers and in different landfills.

The requirements of the European Union dearly stipulate the obligation of Montenegro to prepare at
least 70% of non-hazardous construction waste for re-use and recycling, as well as its use in the
process of covering munidpal waste landfills by inert material instead of using other materials from
nature. On the other hand, the savings that local governments in Montenegro could achieve by
treating this waste as a socially useful product are significant.

Itis believed that the total amount of medical waste generated in Montenegro annually is greater than
the value of about 50%, which means that it amounts to 3,496.50 t, i.e. 874 tons of hazardous medical
waste annually. Most of this waste is infectious waste, which is why heat treatment is imperative,
whichisdoneinthe Clinical Centre and some other health institutions.

The first two centers for medical waste treatment were established in Berane and Podgorica, where
the first devices for the treatment of such waste were installed, the so-called converters (modified
version of the autoclave device). The planis to install them in Niksic and Bar, and then in other cities of
Montenegro.

The same as medical, veterinary waste has a potentially very negative impact on the environment and
human health if not properly disposed, i.e. disposed without proper previous treatment. Waste
Management Law dearly stipulates that the management of veterinary waste has to be dearly and in
detail planned through an offidal planning document, as part of the National Waste Management
Plan, and that the state administration authority responsible for veterinary and water issues shall be in
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charge of drafting the plan, i.e. the Ministry of Agriculture and Rural Development, that also needs to
provide conditions and ensure implementation of the drafted veterinary waste management plan.

According to the Report on implementation of the National Waste Management Plan for 2010, 2011,
2012 and 2013, the line ministry (Ministry of Agriculture and Rural Development) does not submit data
to the Ministry of Sustainable Development and Tourism regarding the amounts of veterinary waste
generated and treated. Also, there is noinformation on the development of the necessary by-laws that
would regulate the conditions, manner and procedure of treatment of veterinary waste. Data on
quantities of this type of waste generated in the territory of Montenegro are not known to the
Ministry of Sustainable Development and Tourism, although within the MIDAS Project, financed by a
World Bank loan, a Feasibility Study on the management of such waste was prepared. As part of the
Study, after analysing the types and quantities of by-products of animal origin, the most appropriate
way to manage was proposed taking into account the situation in Montenegro, i.e. the construction of
the facility for the handling of by-products of animal origin, whose estimated valueis EUR 10 million.

In November 2014, permit for the takeover, collection and treatment of veterinary waste was awarded
to the private company, whichis as the concessionaire already engaged in medical waste treatment.

The estimated total amount of sludge in the whole territory of Montenegro, after the construction of
the planned municipal wastewater treatment plant, will be around 11,650 tons/year in 2020, and
around 18,770 tons/year in 2030, based on dry matter (30% dry matter in the sludge). The years 2020
and 2030 were taken as average in order to calculate the total amount of sludge in the whole territory
of Montenegro, as all the planned plants are expected to be built by then.

OPTIONS FOR GEOGRAPHICAL ORGANIZATION OF WASTE MANAGEMENT

The NWMP additionally makes a sound cost analysis of three basic options for organizing waste
managementin Montenegro:

OPTION 1: ESTABLISHING FIVE (5) REGIONAL WASTE MANAGEMENT CENTRES
e RegionCentre 1—-includes Podgorica, Cetinjeand Danilovgrad;
e Region Centre 2 —includes Niksic, Pluzine and Savnik;

e Region North —includes Bijelo Polje, Mojkovac, Kolasin, Pljevlja, Zabljak, Berane, Rozaje, Plav
and Andrijevica;

o Region Coast1—includesBarand Ulcinj;
e Region Coast2 —includes Herceg Novi, Kotor, Tivatand Budva.
OPTION 2: ESTABLISHING THREE (3) REGIONAL WASTE MANAGEMENT CENTRES
e Region Centre —includes Podgorica, Cetinje Danilovgrad, Niksic, Pluzine and Savnik;

e Region North —includes Bijelo Polje, Mojkovac, Kolasin, Pljevlja, Zabljak, Berane, Rozaje, Plav
and Andrijevica;

e Region Coast—includes Bar, Ulcinj, Herceg Novi, Kotor, Tivat and Budva.

OPTION 3: ESTABLISHING A SINGLE REGION FOR WASTE MANAGEMENT

e Single region —includes waste from all municipalities, and the centre of the region is located in
Niksic(with the possibility to choose another center).
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The results of this options analysis show very similar costs for Options 1 & 2 and a much higher cost for
Option 3.

Specific measures for treatment of waste as well as primary and secondary waste selection measures
are common to all these three options. In fact, all the options include: building the necessary
infrastructure such as Regional Recycling Center with material recovery facilities (MRF), Recyding yard
with a sorting facility, small recyding yard, transfer stations, Composting fadlities/ anaerobic digestion
/ MBT, in order to achieve the requirements of the European Union in the field of recycling. All of
these activities induding rehabilitation of dumpsites are explained in detail in Action plan - planned
activities according to the options proposed in NWMP 2015-2020 and published in Official Gazette of
Montenegro No 74/15 (http://www.sluzbenilist. me/SluzbenilistDetalji.aspx?tag={F760EB54-8224-
4A17-AFAD-00F60CDSEBFCY).

The final decision on the most acceptable option Montenegro will adopt by the end of 2016. In the
meantime, will carry out all activities in accordance with the schedule of activities in order to improve
and build the necessary infrastructure.Regardless of the final choice of options, objectives from the
Waste Management Law (2011) will be achieved in a manner which will be used for re-use and
recyclingto prepare at least:

- 25% of waste materials by 31 December 2017;

- 35% of waste materials by 31 December 2018;

- 45% of waste materials by 31 December 2019;

- 50% of waste materials by 31 December 2020.

It is important to emphasize these are the objectives from the Law, which was adopted in 2011.
Therefore, MSDT will review these targets and depending on the success in achieving set goals, and
correct them if necessary. That will be done in short term, by the end of 2017, with amandmands on
the present Waste Management Law (see Table XXXII: TRANSPOSITION PLAN — WASTE
MANAGEMENT). In order to review these objectives, technical assistance by experts with experience in
member states in this field would be desirable.

3.3.2.3 Targets for compliance

The Waste Strategy of Montenegro contemplates early compliance (before 2021). The impact of this
drive for acquiring EU standards will, however, heavily impact on cost recovery capacity, as Waste is
opex “heavy” that is: one unit of investment, capex, generates a multiple of between 7 and 8 units of
opex. Thus the implementation of the Waste Management Strategy of Montenegro and the National
Plan of Waste management in Montenegro for the period 2015-2020 will be heavily cross subsidized,
which means that it will absorb disproportionate quantity of limited spending resources from other
sectors, which will additionally affect, in a short-term, the harmoniousness of the process of
environmental alignment.

3.3.2.4 Cost of alignment

On the basis of the prior targets for compliance, the defined volumes in % of population served by a
fully compliant system and the unit costs per inhabitant, the cost of alignment can be evaluated on a
multi-annual basis. This is illustrated below in nominal terms, distributed as Capex, Opex and
administrative costs.
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GRAPH XI: COST OF ALIGNMENT IN THE WASTE SECTOR

EUR MILLION

COST OF ALIGNMENT IN NOMINAL TERMS
MULTI-ANNUAL COST FLOWS

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
WOpex (10.65391/12.82427/13.27397| 21.937 | 23.503 | 23.974 | 24.367 | 24.771 | 25.183 | 25.549 | 25.982 | 26.424 | 26.877 | 27.311 | 27.762 | 28.25 | 28.679 | 29.262 | 29.756 |30.25843
mcapex | 7.13 7.595 | 8615 | 11.315 | 2.08 35 0.08 1 0 0 0 0 [ 1] 3.675 0 0 [ 2 0

Capex peaks at over€11 million perannum in 2019.

Opex increases to a substantial €30 million per annum in 2035. This reflects an important characteristic
of the waste sector mentioned above, that it is opex heavy, i.e. a unit of investment in the field of
waste management implies a large stream of opex costs that impinge directly on the household

affordability constraints.

The Cost of Alignment discounted, thatis, in NPV terms, isindicated below.

EUR million

GRAPH XII: COST OF ALIGNMENT IN THE WASTE SECTOR DISCOUNTED AT 4%

TOTAL COST OF ALIGNMENT IN WASTE
MANAGEMENT DISCOUNTED AT 4%
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Total

354.8473084

The discount rate used is 4%, the same as presently recommended for large infrastructure projects.
This magnitude isindicated in the chart below:

Investment costs are estimated at€ 39.5 million.

Capex, to 2035, isa considerably higher (and ongoing) costamounting to that date to € 315.4 million.

Overall, the alignment costin Solid Waste Managementis estimated to be € 354.8 million.
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3.3.2.5 Considerations for financing
Investment costs will receive considerable support from donors, particularly the EU’s IPA programme.

Other donors can be actively sought, as there are numerous programs to assist in resolving many
problemsrelated to waste management.

However, it must be noted that Waste Management implies heavy Opex costs and these will be
financed through Cost Recovery from Tariffs. Thus the sequencing of investments in this sector will be
more conditioned by household affordability constraints than by limitations to investment financing.

Given the ongoing program and prioritization of waste management, heavy cross-subsidization of
waste services, absorbing more that theirsectoral share of limited affordability, will be unavoidable.

This was taken into account when defining a basic financing strategy in the following section of this
part of the document.

3.3.3 Emissionsto air (IED)

3.3.3.1 Baseline

The economic impact of emissions to air is large, complex and affected by a number of Industrial
sub-sectors. Although it is economically difficult to attribute costs to specific EU regulations
(directives) and generally cost estimates are made on the basis of pollutant removal, for the
strategy of environmental alignment in Montenegro, this impact is divided into two areas:

e emissionsthatgenerally fallunderthe climate change area (GHG) and
e industrial emissions that affectairquality.

It must be noted that the intention is to assess the reasonable amount of costs implied by
harmonization with the EU acquis in the next 20 years. Thus, although certain industrial activities are
not now present in Montenegro, potential remediation risks must be taken into account, if only in the
event of unforeseen circumstances.

This cost analysis is the general one, since it does not indude estimates related to the future
Investment plans of the Aluminium Plant in Podgorica and the investment related to the construction
of the Il block of the Thermo-Power Plant in Pljevlja. All these will be taken into account during the
future estimation of costs, since the commitment of the Government of Montenegro regarding these
two large industrial facilities is very strong.

It must be noted that air emissions have also a great impact on health and are, to a certain
extent, trans-boundary, which grants their limitation/reduction a high priority.

Implementation of all requirements of relevant acquis cannot be achieved in the short term due
to both the technical limitations to establish a reliable inventory and monitoring system and the
affordability constraints that will limit the pace of implementation.

3.3.3.2 Rationale for the cost estimate

Cost is a major consideration in meeting the alignment and implementation requirements of the
alignment process. There are avariety of costs to be met, which can be grouped as follows:

e administrative costs;
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the preliminary costs of setting up, or restructuring, a regulatory body (e.g. a competent
authority) and any agendes that it might require — this will include costs assodated with
physical and human resources and training;

costs of introducing apermitting and enforcement regime and carrying outinspections;

costs associated with identifying the installations to be covered by the directives and assessing
theircurrentsituation;

costs assodated with the development of BAT (Best Available Techniques) guidance
documents for each industrial sector;

costs associated with consultation;

costs of data recording and reporting;
training costs; and

the continued costs of operating the system.

These costs may be offset by the implementation of a cost recovery scheme in
accordance with the polluter pays principle, whereby — through levying a charge for the
permit and regulatory regime — the government recoups the costs of regulation from the
operators of installations. There should be complete cost recovery for all the expenses
associated with permits, and schemes such as EMAS and the eco-labelling scheme should
be entirely self-financingas far as the regulatory bodies are concerned,;

Costs to Industry.

It is dear that the costs to industry of compliance will be far greater than the direct costs of
implementing the legislation. The costs of ensuring that large combustion plants reduce
emissions to an acceptable level may include the construction of new plants to replace
outdated ones, the addition of new units to less-polluting plants to compensate for the
loss of energy from the shut-down of those that cause major pollution, the changing of
units within a plant so that less-polluting fuel can be used and so on. The IED Directive
imposes far-reaching obligations and substantial costs on industry and government at
all levels. Application of the principles of BAT will be a key determining factor in the costs
to each industrial sector. The biggest price to pay ultimately could be the closure of certain
plants. The BREF documents should be able to provide some guidance in this area and
the assessment of local circumstances and conditions will also have a large influence.

The evaluation of costs has been performed in two stages:

A preliminary analysis based on the existing budgets of various institutions which have been
made available. The Montenegrin databases have been extensively used so as to establish the
present situation. This initial estimate provided a baseline figure on emissions that enabled to
establish the framework for a “Baseline Scenario”. Subsequently, projections of growth in
Greenhouse Gases (GHG) have been derived from various TA projects and locally derived
statistics creating a “Business as Usual Scenario”, BAU, thatis, the likely increase in Emissions if
no abatement measures are taken. The difference between the “BAU” and the estimated
limits to be applied under the EU legislation, the Copenhagen and other International Treaties,
will provide a rough estimate of the volumes of gases that need to be reduced through
Abatement Measures;
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e The abatement costs of reducing emissions have been estimated on the basis of international
references and applied to the volumes that need to be reduced thus providing an estimate of
the cost of alighmentinthis sector.

3.3.3.3 Abatement costs

Abatement costs derived from the application of the RAINSs* Model for EU 25 constitutes the most
complete study on the costs of reducing emissions performed to date and has been considered as a
reasonable option to apply to Montenegro, where such data has not been specifically generated.

They are summarized inthe Table below.

TABLE VIIl: ABATEMENT COSTS PER POLLUTANTS

ABATEMENT COSTS
RAINS MODEL FOR EU EMISSION LIMITS SCENARIO B (INTERMEDIATE) FOR EU 25

TONS REDUCED ‘ RANGE EU 25 EPRTR BASED
2005-2020 ‘ COSTS (LEVELIZED) €MM) COST/TON LOow HIGH
SO, 1.238.000 14.010 16.000 5.600 16.000
NOx 1.592.000 14.970 12.000 4.400 12.000
NH; 1.088.000 38.925 31.000 11.000 31.000
PM 10 255.000 9.540 75.000 26.000 75.000
10S (VOC 977.000 1.770 2.800 950 2.800

The procedure to apply such costs to Montenegro has been to take the intermediate cost within the
range and adapt it through application of the € inflation index from the year the calculation was made
to 2015.

In NMVOCs a lower range has been applied, given Montenegro’s geo-morphological characteristics
and lack of a cementindustry.

Specific abatement costs for Montenegro will be calculated on the basis of actual data through
development of DSIP for IED directive (see section 5.6.2, Table XLIl: IMPLEMENTATION PLAN -
INDUSTRIALPOLLUTION)

TABLE IX: ABATEMENT COST FOR MONTENEGRO

ABATEMENT COSTS FOR MONTENEGRO | NOy SO, NMVOC
In € per Ton Removed 9.403 11.317 39.224
3.3.3.4 Targets for compliance

As an initial target forthe purposes of the economicgap estimate, 2025 has been established.

It must be noted, however, that such a date may not be achievable due to the affordability constraints
that will be established in the Strategy, as the Energy Sector costs impact directly upon household
affordability through the price of electricity.

Emissions to air as a result of district heating, emissions from individual systems for heating of
individual households (coal, wood, oil, gas, etc.) and emissions from traffic are included in the energy

84 The Regional Air Pollution Information and Simulation (RAINS) model developed by the Intemational Institute for Applied Systems Analysis
(IIASA) combines information on economic and energy development, emission control potentials and costs, atmospheric dispersion
characteristics and environmental sensitivities towards air pollution (Schépp etal., 1999).

RAINS REVIEW 2004 - The RAINS model, International Institute for Applied Systems Analysis, Schlossplatz 1, A-2361 Laxenburg, Austria
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sector. Because of the simplification of cost estimates at the national macroeconomic level, which are
based on calculations of costs for a total reduction of emissions into the air, more precise breakdown
by types of sources and types of pollutants has not been made.

TABLE X: TARGET VALUES CONCERNING EMISSIONS TO AIR

TARGET VALUES 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

| Target achieVeMEeNt..........ceiveeeeiieeeverces et e e sascene e sne sas s sns ses sesassesnsnnen

Energy sector 1% 2% 5% 10% 16% 25% 40% 65% 80% 90%

Industry 3% 10% 20% 35% 50% 60% 70% 80% 90% 95%

VOCs 2% 10% 17% 25% 35% 45% 60% 70% 80% 90%

Other 2% 10% 20% 35% 50% 60% 70% 80% 90% 95%

3.3.3.5 Cost of alighment estimate

To estimate the Cost of Alignment, it was necessary to apply the abatement costs to the Volume of
Emissions that need to be reduced. The Volume of Emitted polluting substances to be removed (i.e.
the Volume of the main Pollutants - SO,, NO,, NH;, NMVOCs) needs to be reduced.

As noted above, many industrial processes, energy generation, transport and household heating affect
the air quality. For the primary purposes of the Strategy, detailed differentiation of impacts cannot be
done, given the interactive nature of the types of emissions and pollutants.

In this Strategy, only the necessary costs to reach the permitted emission limits have been taken into
account for the calculation of the costs. Huge investments planned for the new power plant (in
connection with the export of energy) are not included in the calculation of the costs because they go
beyond the basicrequirements for meeting EUregulation specific standards.

GRAPH XIlI: COST OF ALIGNMENT OF INDUSTRIAL EMISSIONS TO AIR

COST OF ALIGNMENT OF INDUSTRIAL EMISSIONS TO AIR IN NOMINAL TERMS

25

EUR MILLION

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
H OPEX 0 0.177272/0.531816| 0.88636 |1.418177|1.949993 2. 013626(3.190898| 3.36817|3.545442(3.545442|3.545442 3.545442 3.545442|3.545442 3.545442 3.545442(3.545442|3.5454 42

W CAPEX | 4.8435 | 9.687 | 9.687 |14.5305|14.5305| 19.374 | 9.687 | 4.8435 | 4.8435 | 4.8435 [ 0 0 ] 0 0 ] 0 0 0
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The Graph Xlll shows thatthe Capex peaks are at just over€ 19 million perannumin 2021.

Opex increases to € 3.5 million per annum in 2026. This is a recurring cost that will have to be fully
absorbed by cost recovery from users, mainly through the electricity charges.

GRAPH XIV: INDUSTRIAL EMISSIONS TO AIR — COAST OF ALIGNMENT DISCOUNTED AT 4%

INDUSTRIAL EMISSIONS TO AIR - COST OF ALIGNMENT
(DISCOUNTED AT 4%)

120
100

EUR MILLION
3

1

B CAPEX 79.47588881
B OPEX 32.26810208
ETOTAL 111.7439909

Investment costs, Capex, are estimated at € 79.5 million to be incurred prior to 2025, mostly by
Industry and primarily by the Energy Sector (induding households and district heating systems). Opex,
to 2035, is an ongoing cost amounting to that date to € 32.3 million in present day terms. Overall, the
alignment costsinthisareaare estimated tobe € 111.7 million.

3.3.4 Climate Change

3.3.4.1 Baseline

Climate Change issues are being dealt with as a separate theme throughout this document. However,
when it comes to analysis of the cost of alignment, it is beneficial to have Climate Change sector
placed after the Emissions to air sub-sector in order to have the link with the air protection legislation
and the reduction of emissions of pollutants to air, thusly to have more comprehensive overview of
the two somewhat complementary sectors.

Climate change legislation regulates issues that cut across the economy and is highly horizontal by its
nature, thus it represents a challenging task to calculate the exact cost of alignment. The national
planning and estimation efforts are additionally exacerbated by the uncertainties attached to the
diverse nature of climate change legislation. This chapter of the Strategy focuses on providing the
alignment costs for climate change legislation that Montenegro will incur over the next 15 years. In
achieving this, the primarily subject of analysis was Montenegro’s Intended Nationally Determined
Contribution (INDC), which sublimates the national effort and goal in combating climate change.

This approach allows for the Strategy to establish an order of magnitude so as to enable more detailed
planning in the DSIPs (Directive Specific Implementation Plans) for respective elements of climate
change legislation, which will take place as Montenegrois nearing EUaccession.
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Another recent development which reinforces the approach taken in this document is the adoption of
the Paris Agreement in December last year. The Paris Agreement represents a historic milestone in the
international effort to combat climate change and Montenegro has expressed its intent to honour this
universally accepted treaty. Montenegro has committed to an Intended Nationally Determined
Contribution (INDC) to mitigate the impact on Climate Change of GHG Emissions with the goal to curb
its emissions by 30% by 2030, compared to 1990 levels.

This Commitment has been established covering the following sectors:

Energy:
e Fuel Combustion

e Fugitive emissionsfromfuel

e (CO, transportand Storage

Industrial processes:

e Mineral industry

e Chemical industry

e Metalindustry

e Non-energy products fromfuels and solvent use
e Electronicindustry

e Productuses as substitutes for ODS

e OtherProduct Manufacture and Use

Agriculture:
e Livestock

e Aggregate sources and non-CO, emissions sources on land
Waste

TABLE XI: QUANTIFICATION OF THE INDC

REDUCTION

QUANTITIES IN MILLION TONS 5,239 3,667 1,572

This agreement assumes a static figure for emissions and whilst useful as a reference for estimating
the reductions with regard to the reference year (1990), the actual reduction effort will need to be
higher due to the fact that as the economy develops, emissions, if no measures are taken, will
increase.

For the purpose of the Strategy cost calculations, a dynamic scenario was assumed, with growthin line
with projected GDP growth if no measures are taken.

Thus the actual cost of the measures was applied to reductions on this dynamic figure, which in a
positive GDP growth scenario are, naturally, much higher.
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The target established in the INDC for 2030 must not be confused with the actual reduction required.
Itis a means to agree on a target, but the de facto reduction needed will be higher than the mentioned
1,572 Million tons.

If no action is taken, the emissions volume in 2030 will not be 5,239 Million tons that are the 1990
reference. It will, according to the simple calculation of assuming emissions growth in line with GDP
growth be, in 2030, in the order of 7,2 Million tons. In 2020 the de facto emissions would be 5,01
Million tons in 2021 (theoretical accession) 5,21 Million tons In 2025 6,1 Million tons and in 2030 7,2
Million tons.

The conclusion is that the target established by the INDC is fine for the purpose it is established, but
the reduction estimated (1,572 Million tons) assumes a reduction on a past static reference, not the
actual reduction needed inadynamiceconomy.

3.3.4.2 Methodology for calculating costs
For the purposes of the Strategy, the following cost calculation Methodology has been applied:
1. TheReference takenisthe latestavailable emissions figure, whichis 3,866 Million tonsin 2011.

2. Thisfigure hasbeen projectedinaccordance with GDP estimated growth.

3. The cost of abatement, assumed to be the carbon Ton Eq. International price (which varies
considerably) has been established forend 2015 at €7,76.

4. This price has been projected to grow in real terms (above inflation) at 2% over the next 2 years
and 3% after that, thus establishing a reasonable theoretical carbon price to be applied as an
abatement cost. This figure is €9,08 for 2021, €10,22 for 2025 and €11,85 for 2030. As indicated,
these estimated costs are in real terms. The actual cost applied overall is the average for the
period to 2030, whichis €9,6 per Ton.

5. The needed reductions to align the actual no measure emissions with the 2030 targets are
multiplied by this cost and this provides an inter-annual cost figure.

6. A reasonable investment timetable has been established, rising by 5% in 2016 to 20% in 2021,
with residual amounts as from then onwards of an additional 5% per annum to 2025. This
investment schedule can be compressed, butthisis notdone fortwo basicreasons:

(i) The affordability capacity of Montenegro will be highly stressed. Under the prepared
Scenario, the compliance target of 2020 is met as is, subsequently, that of the INDC for 2030.
Thus a more aggressive Investment planis not considered necessary;

(ii) Furthermore, the greater the costs can justifiably be deferred to post accession, the better
for Montenegro, asit will have access to a substantially higherrate of assistance from the EU.

7. To the required investments (capex) the Operating Expenses have been calculated and added on
an ongoing basis.

Below is the projected growth of emissions in a no measures scenario and the milestone targets
established:
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GRAPH XV

: EMISSIONS GROWTH AND REDUCTION MILESTONES
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el NEAS/INDC Milestones | 4.24

4.19 3.93

3.67

=== Projected Emissions 4.08

4.28 4.82 | 501 | 521 | 542 5.86 | 6.10 6.59 | 6.79

7.20

The Calculations of costs for t

he purpose of achieving the Milestones are detailed below:

TABLE XlI: ABATEMENT COSTS TO MEET STRATEGY/INDC TARGETS

GHG EMISSIONS IN MONTENEGRO

(MILLION TONS)

2012 2013 2014 2015 2016 ‘ 2017 2018 ‘ 2019 ‘ 2020

REFERENCE 1990 5,24 5,24
20-20-20 GOAL (Reduction 4,19
20%)
YEAR 2011 Estimate 3,87 3,77 3,90 3,96 4,08 4,28 4,00 4,00 4,00 4,00
Evolution in %, At GDP -2,50 3,50 1,40 3,20 4,90 5,00 5,00 5,00 5,50
Accumulated GDP Index 97,5 100,9 102,3 105,6 110,8 115,2 119,8 124,6 129,6
Target 4,24 | 4,19
Abatement Required to
2025 (45%) 3,54 261 483 717 962 1.246
Unit Cost battement (in €) 9,60 7,76 7,91 8,07 8,31 8,56 8,82
Growth in Abatement Cost 300 200 3.00 3.00 3.00
(Carbon Eq) in % p.a. ! ! ! ! !
CAPEX INVESTMENTS 33.95
REQUIRED (in € Million) ’
EFFECTIYE APPLICATIO'N OF CAPEX 5% 10% 10% 15% 15%
interannually in %
EFFECTIVE REDUCTION OF
EMISSIONS as regards the no 2,14% | 5,90% | 9,52% | 13,0% 16,4%
measure estimate
O G 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
MONTENEGRO (MILLION TONS)
REFERENCE 1990 5,24
20-20-2'0 GOAL 4,19
(Reduction 20%)
YEAR 2011 Estimate 3,87 5,21 5,42 5,64 5,86 6,10 6,34 6,59 6,79 6,99 7,20
Evolution in %, At GDP 4,00 4,00 4,00 4,00 4,00 4,00 4,00 3,00 3,00 3,00
Accumulated GDP Index 134,8 140,2 145,8 151,6 157,7 164,0 170,5 175,6 180,9 186,3
Target | 393 | 367
Abatement Required to | 55 | 158 | 149 | 171 | 1,93 | 217 | 267 | 293 | 312 | 333 | 354
2025 (45%)
Unit Cost A:;'teme"t lin | o60 | 908 | 936 | 964 | 992 | 1022 | 10,53 | 1085 | 11,17 | 11,51 | 11,85
Growth in Abatement 3,00 3,00 3,00 3,00 3,00 3,00 3,00 3,00 3,00 3,00
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Cost (Carbon Eq) in %
p.a.

CAPEX INVESTMENTS

33,95
REQUIRED (in € Million)
| 2021 2022 | 2023 2024 | 2025 2026 2027 2028 2029 | 2030
EFFECTIVE APPLICATION OF . . . . .
CAPEX interannually in % 20% 10% >% % %
EFFECTIVE REDUCTION OF
EMISSIONS as regards the no 26,9% | 30,7% | 34,4% | 37,8% | 44,7% | 44,1% | 47,0% | 49,8% | 52,4% | 54,9%

measure estimate

COST CALCULATION
(Million €)
capex 33,95 1,70 3,39 3,39 5,09 5,09 1,70 1,70 1,70
opex 3,66% 0,00 0,06 0,19 0,31 0,50 0,68 0,75 0,81
NPV 4% 26,70
ops 7,18
Total 33,88
Capex Cumulative 1,70 5,09 8,49 13,58 18,67 20,37 22,06 23,76

COST CALCULATION
(Million €)
capex 33,95 1,70 1,70 1,70 1,70 1,70 1,70 0,00
opex 3,66% 0,87 0,93 0,99 1,06 1,12 1,18 1,24
NPV 4% 26,70
ops 7,18
Total 33,88
Capex Cumulative 25,46 27,16 28,85 30,55 32,25 33,95 33,95

3.3.4.3 Relationship between the INDC and Climate Change Acquis

The purpose of the Strategy is to establish an order of magnitude so as to enable more detailed
planning in the DSIPs (Directive Specific Implementation Plans). The projected investment scenario
has, prudently, been elongated beyond the expected EU compliance date of 2020 to 2025, allowing for
further assistance from post-accession EU funds for part of the investment required to continue the
effort and reach the 2030 INDC target. Montenegro’s compliance schedule will run parallel to that of
EU members in the 2020-2030 decade so as to, jointly, reach the international targets established for
2030.

3.3.4.4 Cost of alignment estimate

For the purposes of establishing an order of magnitude the abatement of the existing level of CO2 ton
eq. has been estimated in accordance with a sequential reduction as calculated above. The results are
illustrated below:
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GRAPH XVI: COST OF ALIGNMENT IN THE CLIMATE CHANGE SECTOR

A COST OF GHG ABATEMENT IN NOMINAL TERMS
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2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030
mOPEX | 0.00 | 0.06 | 019 | 031 | 0.50 | 0.68 | 0.75 | 0.81 | 0.87 | 0.93 | 0.99 | 1.06 | 112 | 1.18 | 1.24

m CAPEX| 1.70 | 339 | 339 | 5.09 | 5.09 | 1.70 | 1.70 | 1.70 | 1.70 | 1.70 | 1..70 | 170 | 170 | 1.70 | 0.00

Under this scenario, Capex costs peak at € 5,1 Million in 2021. Opex reaches a maximum of just over
€1,2 Million by 2030.

GRAPH XVII: COST OF ALIGNMENT DISCOUNTED AT 4%

COST OF GHG ABATEMENT NPV AT 4%
€35.00
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m  €25.00
] €20.00
= €15.00
™ €10.00
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1

B CAPEX €26.70

B OPEX €7.18

H TOTAL €33.88

In accordance with the Investment schedule prepared and Opex estimates investment costs, Capex,
are estimated at € 26,7 Million to be incurred prior to 2030, mostly by Industry and primarily by the
Energy Sector; Opex, to 2030, is an ongoing cost amounting to that date to € 7,2 Millionin present day
terms.

Overall, the alignment costs of the Climate Change legislative framework are estimated to be € 33,9
million for the period to 2030, final INDC joint Montenegrin and EU members compliance with the
Paris Agreement.

Having relatively high uncertainty regarding emissions in the LULUCF sector, Montenegro reserves its
right to review this Strategy and its INDC until 2020 upon the availability of more accurate data and
improved technical conditions regarding land use, land use change and forestry and indude it in its
nationally determined contribution.
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3.3.5 Nature & biodiversity protection

3.3.5.1 Baseline

The Strategy on Biodiversity states that the key implementation activity will consist in the
establishment of the NATURA 2000 network, for which Montenegro plans to apply IPA and other funds
depending on their availability. Since a common GIS database for biodiversity management needs to
be established, the first step in this process will be organization of data management and integration
and analysis of all the existing data. The process of establishing an Environmental protection
information system through the IPA project is currently in progress, and information databases on
biodiversity will be part of this system. Itis expected to be completedin 2017.

Through IPA technical assistance, a project is under implementation to identify potential protected
sites of Natura 2000, which will be completedin 2019.

Since at this moment it is not possible to forecast all the sites which may be designated under NATURA
2000 or, hence, the proportion of territory that might be accounted for by such sites in Montenegro,
the current cost estimate is based on the assessment of an order of magnitude, based, primarily on
experience in neighboring regions.

3.3.5.2 Unit costs

For the purpose of this analysis, a simplistic matrix of unit costs was defined, based on spedcific
experience inthe Region.

e The preparation of Management Plans;

e Thecompensationsto Farmlandinthe protected area;

e The compensation to activities not compatible inthe designated Buffer Zones;
e Transaction costs forthe acquisition of private property in core areas;

e The purchase of equipment for ongoing monitoring, supervision and protection of the
designated area.

TABLE XIII: UNIT COSTS PER HECTAR-NEW PROTECTED AREAS

UNIT COSTS IN €/HA | €/Ha
MANAGEMENT PLANS 11,85
FARMLAND 3,00
BUFFER ZONES 1,00
TRANSACTION COSTS 14,00
EQUIPMENT 3,51
3.3.5.3 Targets for compliance

Currently, protected areas now cover 1,763.62 km?, or 12.768% of the territory, of which the largest
part (101,733ha or 7.32%) consists of 5 national parks: "Durmitor", "Skadar Lake", "Lovéen",
"Biogradska Gora" and "Prokletije". The remaining part is related to the 45 locations that are protected
on "lower" level. In April 2015, the first regional park "Piva" was declared. Montenegro is currently in
the procedure of proclaiming the Regional park "Komovi" and considering declaration of the first
marine protected area, as well as Ulcinj Salina as a protected area (the procedure of prodaiming Ulcinj
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Saline as protected area is ongoing). If we take into account the protection on the basis of assumed
obligations from international agreements, 237,899 hectares or 17.22% are under the protection,
where some of the areas are protected on both grounds (eg. Skadar Lake-Ramsar site and National
Park, Durmitor-UNESCO site and National Park).

The Strategy for Nature Protection indicates a target for 2020 for the establishment of the Natura
2000 sites and indicates a cost of € 19.6 million. There is a detailed analysis of Human Resources
required overthatsame time span.

3.3.5.4 Cost of alignment

To complement this estimate, performed analysis was based on assumption that the full 2.379 km2 of
protected space needs to be fully brought into compliance applying the unit costs above, but excluding
transaction costs.

On the basis of the prior targets for compliance, 2020, the defined volumes in surface to be protected
and the unit costs per ha, the cost of alignment can be evaluated on a multi-annual basis. This is
illustrated below in nominal terms, distributed as Capex, Opex and Administrative costs, which refer to
site specific administration not Central Government expenses which are under the Horizontal
Legislation.

GRAPH XVIII: MULTI-ANNUAL COST FLOWS- PROTECTED AREAS

ALIGNMENT COSTS IN NOMINAL TERMS
MULTI-ANNUAL COST FHLOWS
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Capex peaks at just over€ 6 million in 2020.

Opex grows from a very limited 2016 figure of €0.25 million to €3.6 million per annum in 2020. This is
not a significant figure in the context of Montenegro’s overall alignment effort, but it is qualitatively
importantand will be adequately provisioned in Montenegro’s different Budgets.

Site spedfic Administrative Costs (Local) build up as Opex does and reach € 3.7 million per annum in
2020. The same logicas for Opex is applicable here.

The Cost of Alignment discounted, thatis, in NPV terms, isindicated below.
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GRAPH XIX: TOTAL COST OF ALIGNMENT DISCOUNTED — PROTECTED AREAS

TOTAL COST OF ALIGNMENT
NPV AT 4%
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The discount rate used is 4%, the same as presently recommended forlarge infrastructure projects.

From the economic point of view, the main costs incurred will be in the management of the Natura
2000 sites. Total costs up to 2020 will accountfor€ 28.9 million (in NPV terms).

3.3.5.5 Considerations forfinancing

The necessary investments, for which donor funding is to be actively sought, will be made before
accession.

In the short term, the maintenance of protected areas will be mainly funded from the local and state
budgets. In the medium to longer-term however, increase of funding for nature conservation and
biodiversity protection with user fees is crucially important priority. These will internalise external
benefits of improved protection of natural resources through the development Park fees and revenues
from compatible rural businesses. In this regard, co-operation between the different institutions in
Montenegro in relation to programming for the IPARD programme will be important. This will also be
the case in relation to the design of pilot agri-environmental measures under the IPARD programme
which could be used to support the preservation of the NATURA 2000 network in Montenegro. Other
funding opportunities will also be pursued including under the Cross Border Programmes and other
programmes, possibly alsoaswell asundernational research programmes and bilateral donors.

3.3.6 Othersectors
3.3.6.1 Noise

3.3.6.1.1 Baseline

The main costs imposed upon public administration by the directives in the noise sector will be
establishing the authorities responsible for overseeing the agreed noise emission levels and
drawing up “strategic noise maps”.
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The main costs imposed upon producers and consumers are compliance with emission limits and
technical requirements under the directives. These costs are in EU member states borne by
the producers of vehicles, aircraft and equipment (industry) or by consumers (households,
motorists etc.). Laboratory feesrelated to type-approval are also borne by product producers.

The costs of adaptation of existing institutional arrangements and for the measurement and
laboratory facilities for testing, examination and approval, will depend on how the present
organization evolves.

The costs for producers and consumers will depend on the extent to which producers will need
to modify equipment to meet the new noise standards.

3.3.6.1.2  Cost of alignment

Additional costs will be incurred in order to putin place systems for the preparation of strategic
noise maps and action plansto address the problem of ambient environmental noise.

The enforcement of the directives may require increased staffing and training at the type-
approval/examination authorities and at the facilities performing tests. More staff are needed for
performing periodical checks of industrial products in use, for spot checks, and for inspections to
verify the conformity of production (if the industrial products covered are being produced in the
Member State), and as regards verification where self-certification or full quality assurance systems
are applied. These costs depend on local wage levels, as well as on the scale of testing activities. The
testing activities depend on the volume and diversity of the industrial products covered by the
noise directives that are being introduced and tested.

Personnel costsinclude:

e Gross salaries induding Sodal Security (domestic equivalent) contributions .The cost per unit
of additional staff is estimated at€ 15.000 perannum growingat 2% p.a. in EUR terms;

e Overheadsare estimated at an additional 70% of the above;
e Training can be estimated at 150% of personnel costs over the period to 2020 and distributed
in proportion to total amount of increased staff.
3.3.6.1.3  Strategic noise maps for agglomerations and transport

According to data from the COM report (2011) 321ss, the cost of strategic noise maps ranges between
0.33 and 1.16 €/capita, at an average of 0.84 €/capita.

According to the document The Best Practices for the Development of Strategic Maps - Conference of
European Directors of Roads from August 2013, data on the costs of the strategic noise map for major
road are divided into two groups, internal and external, and the same are estimated at around € 604
perkm of road.

EPA, LU will organize several workshops to raise public awareness, after the adoption of strategic noise
maps, which will be financed by the state budget and from the budgets of local governments.

Funds for implementation of the Action Plan for major roads and agglomeration are not currently
possible to estimate and they will be assessed in the Action Plan. Funds for implementation of the

85 Report from the Commission to the European Parliament and the Council on the implementation of the Environmental Noise Directive in
accordance with Article 11 of Directive 2002/49/EC, Brussels, 1.6.2011
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Action Plan for the major road will be provided from the state budget, while funds for the
implementation of the Action Plan for the agglomeration will be provided from local budget or
through donor projects.

3.3.6.2 Chemicals

3.3.6.2.1 Baseline

The principal cost areas associated with the implementation of legislation in the chemical
sector consist of costs of establishing the implementation systems, the day-to-day costs of
maintaining them and ongoing costs for tasks such as the classification of new chemical substances,
dealing with notifications and employing specialist advisors/consultants. Costs will also be
incurred by the competent authority to manage notifications and reporting obligations.

Most of the costs will be borne by the private sector. Montenegrin companies producing chemical
substances, or importing them from outside the EU, will have to register them with ECHA. The cost of
drawing up a registration dossier can be high, € 250,000 and more. For substances already registered
by other companies, parts of the registration may be bought second-hand. Even so, smaller
importers/producers are likely either to dose shop or to sell their business to companies already
holding the necessary registration certificates.

Minor costs will also be taken into account for establishing and maintaining the IT infrastructure in
order to have a secure connection to the ECHA IT system, which is necessary for the exchange of
data between Member States and the ECHA, and for establishing measures to ensure the
confidentiality of this data.

The implementation costs to be borne by industry are very much higher than those borne by
governments. As this regulation shifts the responsibility for risk assessment for manufactured,
imported and used substances to industry, the workload for companies required to register
substances will be very high. Besides the costs of the staff involved, companies will need to pay for
studies and tests as well as the registration fee(s). Depending on the manufactured or imported
amount, and the number of companies that have to register the same substance, the costs will
differ considerably for different substances. The regulation foresees the establishment of so-called
substance information exchange forums (SIEFs) in order to share information on existing data, to
avoid additional testing on animals, and to save costs. It is possible for companies registering the
same substance to make a joint submission (Art. 11). Registrants using this possibility can also
benefitfroma reduced registration fee.

For other actors in the supply chain of substances there will be a greater need for handling
information on the substances, which will result in some additional costs for companies not
involvedinthe registration procedure.

3.3.6.2.2  Targets for compliance

The targets assumed for compliance in the different sub-sectors are indicated below:

TABLE XIV: TARGETS FOR COMPLIANCE - CHEMICALS

Asbestos 0% 20% 40% 70% 100% 100% 100%

POPs 0% 10% 20% 40% 60% 80% 100%
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Biocides 0% 10% 20% 40% 60% 80% 100%

Other 0% 20% 40% 60% 80% 100% 100%

These targets constitute a reasonable assumption based on prior experiences in transition economies
and the plan of Montenegro to create the required coordination structures to approach this objective
ina harmonized framework as from 2016.

3.3.6.2.3  Costs to industry

Investment, based on neighbouring transition economies, has been estimated for compliance in
Montenegrointhe following Table.

TABLE XV: INVESTMENT COSTS - CHEMICALS
CHEMICALS SECTOR — TOTAL INVESTMENTS

Investment costs of achieving targets in € million
DIRECTIVE Economically adjusted / Undiscounted investment costs
Asbestos 2.9
POPs 0.5
Biocides 0.1
Other 4.1
TOTAL 7.6

Opex has been input as 3.5% of Investments in accordance with an expected economic life of the
investment mix, mostlyinstallations and equipment, of 28 years.

3.3.6.2.4 Total costs

The multi-annual cost flow, including capex, opex and additional administrative costs incurred (Admin)
isshown below in€ million andin nominal terms for the period 2015-2022.

GRAPH XX: COST OF ALIGNMENT - CHEMICALS

COST OF ALIGNMENT IN NOMINAL TERMS
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GRAPH XXI: COST OF ALIGNMENT DISCOUNTED - CHEMICALS

TOTAL COST OF ALIGNMENT NPV AT 4%
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Investment costs, Capex, are estimated at € 6.7 million to be incurred prior to 2021, mostly by Industry
and primarily by the Chemical sector.

Opex, t0 2022, isan ongoing cost amounting to that date to €0.84 millionin present day terms.

Overall, the alignment cost of the Chemicals & GMO sectoris estimated to be € 7.5 million.

3.3.6.2.5 Financingthe costs
Basic sources for financing the costs can be:
e Cost Recovery from Users;
e EU Grants & otherDonors;
e Private SectorInvestments;
e |SG & CGBudgets & potential Ecological funds;
e ProjectFinance withoutrecourse to Government Guarantees from IFls and Commercial Banks;
e Finance to CG&LSG for Environmental Projects.
[ ]

3.3.7 Costs to the administration

3.3.7.1 Baseline

As is expressedin the Institutional Chapter of the Strategy, much work remains to be done with regard
to the restructuring, capacitation and alignment of the Montenegrin Institutions with those required
for harmonicinteraction with the EU counterparts.

In that Chapter a necessary increase of staff to 2020 amounting to 134 new posts is envisaged. This
can be achieved by internal reorganization of institutions and better use of resources offered by the
current management capacities, as well as with additional training of civil servants, more efficdent and
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clearer distribution of competences between the institutions, and new employment if necessary. This
would imply the following additional costs:

TABLE XVI: ESTIMATED ADDITIONAL COSTS TO THE ADMINISTRATION

Type of cost Cost

GROSS SALARIES (€15,000 p.a.average 3 years over 2016-2020) €6.030.000
OVERHEADS (70% of above) €4.221.000
TRAINING (150% of above. Includes traveland all related expenses) €9.045.000

TOTAL COSTS FOR THE PERIOD 2016-2020: €19.296.000

In most of the Sector Strategies, a detailed explanation of needs is defined, and was used as the basis
for capacity buildingon ashort term.

In this section, total administrative cost of alignment is estimated also on the basis of experiences in
other EU candidate states. Montenegro is fully committed to reinforce budget for environmental
administration to meet the challenge of acquis implementation and, indeed, EU membership. There is
also a strong commitment of the Ministry of Finance to fully support the strengthening of the
administration forthe environment and climate change sector trough the state budget.

3.3.7.2 Estimated administrative cost of alighment

The Benchmark analysis is based on the estimated costs for the administration of the alignment with
the environmental acquis of neighbouring countries.

At this stage, reasonable benchmark can be illustrative of what different analysts in different strategies
expecttooccurin processesin Montenegro.

TABLE XVII: BENCHMARK FOR ESTIMATED COST TO ADMINISTRATION*
TOTAL COST TO ADMINISTRATION

(IN € MILLION) FOR ALIGNMENT
Total cost |'2015" 2016

Increase in resources / budget | 0% 7

Nature protection 471 € 0.00 0.24 0.47 0.71 0.71 0.71 0.58
Solid waste management 12.80 € 0.00 0.64 1.28 1.92 1.92 1.92 1.57
Water management — urban waste water 9.56 € 0.00 0.48 0.96 1.43 1.43 1.43 1.18
Water management — drinking water 4,78 € 0.00 0.24 0.48 0.72 0.72 0.72 0.59
Water management — flood risk 4,78 € 0.00 0.24 0.48 0.72 0.72 0.72 0.59
Emission to air — air quality 17.11 € 0.00 0.86 1.71 2.57 2.57 2.57 2.10
Climate change 5.11 € 0.00 0.26 0.51 0.77 | 0.77 0.77 0.63
Chemicals, noise 2.96 € 0.00 0.15 0.30 0.45 | 0.45 0.45 0.37

TOTAL| 61.82€ | 0.00
* based onempirical data from some neighbouring countries

The Total cost of €61.82 million is for the 2016-2035 period. The Table only shows the medium term
figuresto 2021.

Net present value (NPV) of the costs of minimum required administrative capacities in the
environmental and climate change sector in Montenegro for the period 2016-2020, calculated on the
basis of empirical datafrom some neighbouring countries, is estimated at € 37.08 million.
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In the plan for strengthening administrative structures in the environment by 2020, a total of 126
employees has been identified (in 2015) in all institutions, which are involved in the process of the EU
alignment. The required minimum capacity of staff by 2020 for an effective transposition of EU
legislation, the implementation of regulations and supervision of the implementation in accordance
with the EU acquis is estimated at about 260, which means that 134 members of technical staff are
missing. This will be an additional cost to administration of about €20 million in the period until 2020.
Considering the basis for cost estimates in Table XIV, total cost of the targeted 260 employees in the
environmental sector for the period from 2016-2020 would amount to around €37.4 million, which is
almost equal to the cost estimate for the same period calculated based on empirical data from some
countriesinthe region (€37.08 million).

Montenegro will strengthen its institutional capacities considerably (see Institutional strengthening
plan in the Action Plan of the document), which can be interpreted as a minimum only required to
sustain the adequate structure of administrative capacities for efficient implementation of
requirements fromthe EU acquis.

Beside the funds allocated for the Ministry of Sustainable Development and Tourism for strengthening
the administrative capacity, the Ministry of Finance is planning also significant part for the Human
Resources Administration Authority for the capacity building within the public administration, which
are implemented in accordance with the recognized needs for capacity building on behalf of relevant
authorities. For these purposes 180 thousands euros is allocated for the Human Resources Authority
on an annual basis. And in this case, there is a possibility of internal redistribution of funds within the
departments under MSDT.

GRAPH XXII: ESTIMATED COST TO ADMINISTRATION
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Graph XXIII shows the current gap between the empirical estimate of required minimum
administrative capadities in the environment in accession processes in countries in the region and the
current capacities in Montenegro. This baseline analysis serves the purpose of illustrating that the
current Institutional strengthening policy in Montenegro must be revised in depth.

The plan for institutional strengthening in Montenegro is provided in the third part of the document
section 2.2.

In the following section 4 on Economic & Financial Alignment Strategy, this aspect, together with the
overall Financing requirements for the entire process of environmental alignment, is further
considered.
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3.4 Total cost of alignment and sector distribution
3.4.1 Total cost of alignmentin multi-annual flow format

The aggregation of all the multiannual flows estimated for the Environmental Sectors provides the
estimate of the Total Cost of Alignment for Montenegro on an annual basis. Such figures are
summarized inthe graph below:

GRAPH XXIlI:  TOTAL COST OF ALIGNMENT IN MULTI-ANNUAL NOMINAL FLOWS

TOTAL COST OF AILIGNMENT IN NOMINAL TERMS
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This flow shows the peak early on in 2019 and 2020. This is due to the completion of Capex in the
Waste and other Sectors, whilst Water costs continue rising. Naturally, these flows will vary as the
policy assumptions are modified and thus these figures must be interpreted as a best to date estimate,
subject to ongoing reviews as data becomes available and positions within Montenegro are clarified. It
is however, a reasoned and reasonable estimate that constitutes a first draft preliminary order of
priority.

3.4.2 Total cost of alignment and distribution into sectors
The distribution of the estimated total costs into the different environmental sectors has a wide
rangingimpacton policy.

e The Cost Recovery Component and most Donor Funds will finance selectively some of the
sectors (Waste, Water) in preference to others. Environmental Funds, Budgets and all other
sources of finance, should be applied strategically so as to balance the proportion of costs with
available resources.

e If this is not done, some sectors will approximate at a faster rate and be, in fact, cross-
subsidized from the neglected ones. As the Environment is closely interactive, such a policy
would neither be fair, nor effective technically, noreconomically efficient.

There is no need for an excessively close alignment of said costs and resources, since planned costs will
not materialize as expected and are-in any case - indicative.

Maintaining, however, a general proportion to achieve a balanced environmental policy, is an
important objective and these results can be used as a guideline.
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TABLE XVIII: SECTORAL DISTRIBUTION OF COSTS
TOTAL COST AND DISTRIBUTION BY SECTORS (in € million)

Key sectors NOMINAL | NPV@4% | SECTOR %
Nature protection 41.62 33.64 2.35%
Solid waste management 551.80 368.16 25.76%
Water management 1.264.07 840.63 58.81%
Air quality 173.87 129.54 9.06%
Climate change 57.40 42.77 2.99%
Chemicals and noise 19.64 14.54 1.02%

TOTAL COSTS 1.429,28 100,00%

As can be observed, the total cost of alignment amounts to €2.108 Millionin Nominal Terms.

As indicated in earlier chapters, this figure is arrived at by adding successive annual amounts and
therefore does not correctly reflect the economic cost in true present-day terms. Thus the multiannual
cost flows have been discounted back to 2015 at a rate of 4%, thus arriving at what is termed the Net
Present Value (NPV) of said cost flows which reflects (at that discount rate) the Cost of Alignment to
Montenegroin 2015 Euros.

The said figure amounts to € 1.429 Million. This will be the figure quoted as total cost of alighment.
The distribution into sectors of the Total Cost s illustrated by the following Graph.
GRAPH XXIV: SECTORAL DISTRIBUTION OF COSTS
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As can be observed, the highest costs will be incurred in the Water Sector, in net present value around
€840 million and 59% of the Total Cost.

Second in Importance will be Solid Waste Management, €368 Million, 26% of the Total Cost.
Third will be Emissions to Air, almost € 130 Million and 9% of the Total Cost.

These results are in line with empirical observationsin previous transition/alignment processes, except
that generally Emissions to Air takes second place and Waste, third. The structure of the Montenegrin
economy (low level of industrialization), accounts for the relatively low impact of Emissions to Air
whilst the need for a functional waste management system to EU standards as soon as possible in
tourist areas, penalizes the cost of that sector.
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3.4.3

Total cost of alignment and distribution into types of cost

The distribution of costs by type is the following:

Capex or Investment costs;
Opex or ongoing Operation & Management costs of the new assets;

Administrative Costs to establish, monitor and enforce environmental policy also have
significant policy implications.

The amount of Opex must be recovered from user charges. This is the Cost Recovery
Component and implies a tapping of limited affordability at Household level. This affordability
constraint will determine the speed at which the Investment plan can proceed in a sustainable
manner;

A certain proportion of Capex will need to be financed locally. This is the Local Contribution
Component. The financdng capacity of the various Montenegrin institutions will also be limited
and act as a constraint to the development of the alignment process;

Administrative costs will need to be met by allocations from the Budgets of the various
Montenegrin Institutions. Although their overall cost is low, as compared to Capex and Opex, it
isnevertheless asignificant figure and must be carefully planned.

Administrative costs will need to be met by allocations from the budgets of the various
Montenegrin Institutions. Although their overall cost is low, as compared to Capex and Opex, it
isnevertheless asignificant figure and must be carefully planned.

Below inthe charts the Total NPV Cost has been distributed into the indicated types of cost.

TABLE XIX: DISTRIBUTION OF COSTS BY TYPE
TOTAL COST AND DISTRIBUTION BY TYPE OF COST (in EUR million)

Key sectors CAPEX | OPEX |
Nature protection 15.28 13.65 4.71
Solid waste management 39.47 315.38 12.80
Water management 489.23 326.75 19.12
Emissions to air 106.12 43.09 22.23
Chemicals and noise 6.92 2.95 2.96
TOTAL COSTS | 65700 | 70182 | 61.82

PERCENTAGE OF COST TYPE

As can be observed, Capex willamount to € 657 million, 46% of the Total.

Opex, the greatest limiting component due to its impact on scarce affordability, amounts to almost €
702 Million, 49% of the total.

Administrative costs amount, in turn, to € 62 million, or 4.35%, a sizeable figure if compared to
Montenegro’s budgets, which will be used efficiently to ensure that the multiplier effect mentioned on
mobilization of donorfunds takes place.
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4. ECONOMICAND FINANCIAL ALIGNMENT STRATEGY

4.1 Baseline

In the previous part of this Chapter, the cornerstone of the strategy, the cost, is defined. The Cost of
Alignment Model produces a multiannual stream of costs which must be financed. To produce a
strategy and the resulting Financial Plan, itis necessary to:

e (Calculate the cost recovery component, i.e. the amount of the costs that can be recovered
fromthe end users. Thisrequires prior calculation of the Affordability Constraints;

e Estimate reasonable Transition Periods for full compliance of the acquis;
o Define the Financing Sources;
e (Calculate the Funding Gap;

e Formulate aPlanto Finance the Gap.

4.2 Affordability constraints

Affordability constraints limit the amount of the costs that can be recovered from end users through
tariffs and othercharges whichis termed “Cost Recovery”.

After full compliance, in application of the “Polluter Pays Principle”, cost recovery should be 100%.
Until then, cost recovery should at least cover OPEX costs so as not to compromise the capacity to
attract grants (only investment costs are eligible and projects must be financially sustainable) and
support from International Financial Institutions (IFls).

The calculation of cost recovery includes:

e Collecting data on Household Income (HHI) distributed in Income Deciles (10% segments from
the 10% richestto the 10% poorest);

e Projecting such data in accordance with GDP expected growth and adjustment indexes to
account from typically faster than GDP growth in HHI;

e Estimatingthe industrial/commercial component;

e Calculating the present level of affordability used for utility payments. This part is supporting
the existing systemandis not available for support of the incrementalalignment effort;

e (Calculating the component of untapped affordability that can sequentially be mobilised to
supportthe alignment effort (i.e. the rate of mobilisation of the cost recovery component).

The Results of these analyses are summarised in asimplified table format below.

TABLE XX: COST RECOVERY — EVOLUTION OF HOUSEHOLD INCOME
EVOLUTION OF HHI (€/HH)

| 2015 2016 2017 2018 2025 2030 2035

HHI AVERAGE €/HH (2012=€2.335) 7,695 8,072 8,395 8,731 9,080 9,444 11,490 | 13,579 15,590

GDP GROWTH 3,20% 4,90% 4,00% 4,00% 4,00% 4,00% 4,00% 3,00% 2,00%

REDISTRIBUTION FACTOR AVERAGE 1,01 1,01 1,01 1,01 1,01 1,01 1,01 1,01 1,01

AFFORDABILITY DEVELOPMENT (Million euro/Household)

2015 2016 2017 2018 2025 2030 2035
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AVERAGE HHI AFFORDABILITY:

25% OF HHI AVERAGE (Target is
World Bank Maximum 1,924 2,018 2,099 2,183 2,270 2,361 2,872 3,395 3,897
Recommended Threshold)

HH EQ AT HH SIZE FOR AVERAGE

INCOME OF 3.24 0.05% 192,146 | 192,050 ( 191,954 | 191,858 | 191,762 | 191,666 | 191,187 | 190,710 | 190,234
,24-0,05%

ANNUAL DOMESTIC AFFORDABILITY

7 4 41 4 4 2 727
(€ Million) 358 370 388 03 9 35 549 629
PRESENT EXPENDITURE ON
UTILITIES PER HH
Best estimate: 13,9% of Average HH 199 206 215 224 233 242 305 350 404
according to HHsurvey2014.
GROSS HHI AVAILABLE FOR 159 164 172 | 179 186 193 244 279 | 323

COMPLIANCE

The Maximum Available for New Investments and their OPEX is based on the expected evolution of
average HHI minusthe presentlevel of resources being used at present to sustain the existing services.

The gross amounts appear substantial, but although this evidences that there is untapped affordability
at the average HHI level, it must be taken into account that the capacity to mobilize this untapped
affordability is obviously limited. Increases in tariffs must be gradual and matched by observable
improvements/extension of the service levels.

Below, this figure is modulated by a sequential increase in real terms of HHI dedicated to the
alignment effort, which is estimated, at maximum, to be 5% p.a. until 2018 and 7% from then
onwards. This will modulate the Net HHI figure available for compliance to a relatively aggressive, but
plausible level, as shown below.

This figure will determine the maximum Opex payable and, in turn, the maximum investment plan that
Montenegro’s affordability constraints can sustain.

TABLE XXI: COST RECOVERY —EVOLUTION OF NET AFFORDABILITY

2015 |2016 2017 | 2018 2019 2020 | 2025 2030 2035

GROSS HHI AVAILABLE FOR COMPLIANCE 159 | 164 172 | 179 186 193 | 244 279 323

MobilisationRatein real terms (Tariff Increasesin real 5% 5% 5% 5% 5% 5% 7% 7% 7%

terms)

Index of HHI tapped for Compliance Effort until MAT is 5% 10% 15% 20% 25% 30% 37% 24% 70%
reached

NET HHI AVAILABLE FOR COMPLIANCE ] | 16 26 | 36 46 58 | 176 282 329

ADDITIONAL OPEX COSTS FOR COMPLIANCE

Includes Admin Costs as part of Opex tosustain System 0,00 | 17,9 | 29,11 | 38,25 | 51,89 | 58,91 | 59,93 | 73,73 | 86,78

ADDITIONAL CAPEX COSTS FOR COMPLIANCE 47,05 | 94,97 | 80,84 | 65,21 | 71,50 | 58,94 | 33,39 | 34,77 | 2,32

NET FINANCE NEEDED FOR COMPLIANCE TARGETS -39 | -97 -84 | -68 -77 -60 | 82 173 240

As can be observedinthe table above:

e Net cost recovery (HHI available for compliance) evolves closely to that of required Opex until
2021, when expected HHI capacity starts to be considerably and consistently above Opex. This
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implies that the overall Implementation Plan is strained, but feasible with some component of
otherRevenues (Tourism fees) cross-subsidizing water & waste tariffs;

e To provide the additional Capex figures, finance will be required until 2023 (not shown in table
where the period 2016-2020 is detailed and then 2025, 2030, 2035). After that date, Montenegro’s
economy is capable of producing surpluses to repay the needed finance inthe first 8 years.

4.3 Transition periods for full compliance

The following parameters have been integrated into the Alignment Cost Model Tool:

e The multiannual cost flows on a Directive/Sector basis;

e The multiannual potential Cost Recovery on a Directive/Sector basis;

e Assumptions on macroeconomicand socio-economic parameters;

e Mobilisationratesforcostrecovery;

e Assumptions on EU grant mobilisation rates and donor funding;

e Projection of domesticfinance resources;

e Projections of finance from IFls, other project finance and private investment;
e Othertechnical parameters necessary for making the model operative.

The Model Tool is designed to adjust all flows to variations in any of the inputs, notably to target dates
for full compliance.

From the accession date, Montenegro will have access to a much higherlevel of EUdonor funds.

Wherever possible the Action Plans of existing strategies (Waste, Energy) have been respected. When
such Action Plans imply periods that do not comply with the Affordability constraint for OPEX (Waste,
Water), or are more stringent than required given the expected accession date, the target dates have

been lengthened to provide plausible and reasonable transition periods from the economic point of
view.

This “Sensitivity Analysis” has been performed to determine reasonable transition periods for full
compliance of the different Directives/Sectors. Results are shown inthe Table below.

TABLE XXII: ESTIMATED COMPLIANCE DATES

ESTIMATED COMPLIANCE DATES
SECTOR/HEAVY INVESTMENT DIRECTIVE

ACCESSION

COMPLIANCE

Urban Wastewater 2035
Drinking Water 2024
Flood Protection 2035
MSW Management (including Special Waste Streams) 2023
Ambient Air Quality 2025
Climate Change 2025

These dates will be adjusted when preparing the DSIPs and only defined finally upon closure of the
negotiations.
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The estimatesin this Strategy are for general guidance only.

4.4 Impact on Montenegro
The Impact on Montenegro, “the burden of alignment”, is evaluated from the perspective of:
e Consumers, both households and industrial /commercial;

e Montenegro as a whole, by measuring the additional GDP that must be dedicated to the
alignmenteffortinthe field of environment.

4.4.1 Burden on consumers

The payment for the Operating Costs of the new infrastructure required to reach EU standards, Opex,
constitutes the primary impact on Consumers. Opex is an essential Cost Recovery item throughout the
Alignment Effort.

In the Overall Implementation Plan prepared, Opex is not quite completely covered by the estimated
net affordability. However, the Opex gap is small, and part of the cost recovery effort in Waste and
Water will be supported by non-residents through revenues from tourism. Thus the Plan is deemed
feasible, although the strain that primarily domestic consumers will bear with successive tariff
increasesisevident.

This aspect is bestillustrated in the following Graph:

GRAPH XXV: BURDEN ON CONSUMERS —OPEX COVER
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Affordability is just below Opex until 2021. This means that the Alignment Plan prepared in this
Strategy is viable (see above) but strains domestic consumer capacity to the maximum in the period to
2021.

Evidently, if we factor in the needed Capital Expenditures (Capex), the need for finance becomes much
greater. This Funding Gap in relation to the Total Cost (Capex+Opex) is shown below:
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GRAPH XXVI: THE FINANCING GAP

FINANCING GAP: TOTAL COST NOT RECOVERABLE FROM NET AFFORDABILITY
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It is evident that there is a large “Funding Gap”, that is, the part of the cost not recoverable from user
charges, until 2023, shown here as the red columns. As from that date, however, it is expected that
the economy of Montenegro will generate sufficient repayment capacity to comply with the level of
debtrequired underthis alignment plan (blue columns).

4.4.2 Burden on Montenegro as a whole

According to the Environmental Performance Review, Central Government Expenditures only
accounted for 0.2% of GDP in 2014. Municipalities were responsible for substantial additional amounts
until 2010, but limitations on liquidity and reduced debt capacity has caused a strong contraction since
then.

Municipalities carried out programme in upgrading water and waste management services, mostly
through Loans (KfW) and this has reduced their capacity to take on further loans to sustain these
investments. This limitation may further impact negatively on the infrastructure investment
programmes in these sub-sectors, redudng the rate of alighment beyond the adjustments made in this
Implementation Plan. This aspect will be carefully addressed in both the DSIPs and all Feasibility
Studies.

In the Table below, the basicdataavailable, supplemented by Best Project Estimates, is provided:

TABLE XXIlI: EXPENDITURE ON ENVIRONMENT

EXPENDITURE ON ENVIRONMENT 2008-2014 (in € million)

2008 2009 2010 2011 2012 2013 2014
CENTRAL GOVERNMENT 5,7 10,0 9,3 9,0 6,2 53 7,8
LSG/MUNICIPALITIES * 32,7 47,4 42,9 12,5 10,7 3,0 3,0
Unaccounted Domestic Sources** 12,00
TOTAL 38,40 57,40 52,20 21,50 16,90 8,30 22,80
% GDP 0,68%

*Estimatesfor2013/2014 are project estimates based on minimum structuralinvestments, as there are nofigures available.
**Estimatesare project estimates based on experience in other SEE &CEE countries.
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Officially, GDP expenditure on Environment amounts to only 0.32%. If the unaccounted for
investments of NGOs, economic agents, private donors and physical persons is added at the estimated
value, the figure rises to 0.68%, very low —in any case — for any country and more so for Montenegro,
an ecological state.

Taking the 0.68% figure as a baseline for 2014 and adding the expected increased costs on a multi-
annual basis, the expected impact of Alignment on Montenegro as a whole can be estimated. This is
shown inthe following Graph:

GRAPH XXVII: IMPACT OF ALIGNMENT ON MONTENEGRO'S ECONOMY
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Additional GDP to the Environment sector will need to reach 3.8% in 2016 and be sustained at above
the reasonable 3% threshold to 2022. After that date, the effort diminishes to 1.9% of GDP in 2035,
more in line with the figures observed on average in the EU. This is so on account of the Water and
Waste sector programmes and is based on the capacity to raise large amounts of debt.

4.5 Financial plan for alignment

As part of this strategy macro-economic simplified financial plan was prepared so as to provide basic
indications regarding magnitudes and core methodology for a more detailed Model that can be
developed at a later stage with improved statistical dataand greaterresources.

For the objectives of this document, it constitutes a reasonable, simplified but coherent Financial Plan,
takinginto account the major elements that affect multi-annual programming for the Alignment Effort.

4.5.1 The fundinggap

The first calculation that must be made in order to prepare a Financing Plan is the “Funding Gap”,
defined as the amount of cost that cannot be recovered from user charges. This will be the difference
between total cost and Net affordability. Itis defined, on an annual basis, in the graph below.

127



GRAPH XXVIII: THE FINANCING GAP

FINANCING GAP: TOTAL COST NOT RECOVERABLE FROM NET
AFFORDABILITY
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Montenegro will require external financial support, aside from donor contributions, until at least 2023,
when affordability will be able to generate suffident funds to offset all costs and to commence
repayment of the non-grant support required until that date.

4.5.2 Financingthe gap

e The Funding Gap aftercost recovery must be covered by a mix of instruments, including:

e EU Grants. The IPA 2014-2020 program during the alignment phase, which is estimated to be
effective from 2016 to 2022. The theoretical target date for membership has been set at 2021.
Under the Structural Funds after 2023, large increases in Grant mobilization are estimated.
The following Table is derived from the EUD’s plan for Environment:

TABLE XXIV: IPA GRANTS 2016 - 2022
IPA FUNDS 2016-2022

(FROM 2014-2020 PROGRAMMING PERIOD) in EUR WMillion
PRIORITY 1 WASTE 13.75
PRIORITY 2 WATER 16.68
PRIORITY 3 CLIMATE CHANGE 5.70
PRIORITY 4 NATURE PROTECTION 3.00
PRIORITY 5 AIR QUALITY 5.00
TOTAL | 44.13

Total Funds to be made available for the 5 priority programs within Environment amount to €

44.1 million.

e Finandng Institutions. This indudes a mix of IFls, domestic and other commercial banks,
Project Finance from KfW and other specialised sources, direct loans to projects (EBRD, EIB,
etc....) without government recourse. From prior experience in other Alignment Efforts, this is
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estimated at 22% of investments, with repayment schedules of 15 years, a grace period of
three yearsand average interest rates of 3% in Euros;

e Other Donors. Direct support from Project Donors induding TA and specific project
components. Amounts to approximately 4% of the effort;

e Industry/Commercial direct investments and Private Investors. On the basis of prior
experiences, the project team estimates that Industry is expected to contribute 6.87% of cost
on the basis of the overall industrial/commercial p.e. (persons equivalent) of 27% of HHI.

e Private Investment is a variable factor, but is estimated to account for 6% of Investment
needs;

e The remaining Gap will be financed by the Public Sector through a variety of instruments
whichinclude:

e Central Budget;
e Local Self-Government Budgets;
e Otherpublicsectorinstitutions;

e Economic instruments, most prominently the expected Eco fund to be created soon and the
various fees collected by the different institutions involved in water and other indirect revenue
generating sectors.

The portion remaining after these contributions will be financed by the Public Sector through Financial
Instruments (for example, an EBRD line for Environmental projects co-financing). The basic funding
concepts have been input in the following Table, which constitutes an embryonic Financing Plan for
Alignment.
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TABLE XXV: FINANCING GAP COVERAGE

FINANCING GAP COVERAGE 2015 | 2016 | 2017 | 2018 | 2019 2020

TOTAL COST 47 113 110 103 123 118 93 108 89
COST RECOVERY 8 16 26 36 46 58 152 265 323

FUNDING GAP AFTER COST RECOVERY

ESTIMATED GRANTS AVAILABLE FROM EU FOR

ENVIRONMENT * 0 6 6 6 6 6 25 50 50

NET FINANCING FROM NON-GOVERNMENT SOURCES 10 )1 18 1 16 » ; . .

(22%) **

OTHER DONORS (4% Inv.Direct+ntl TA 4%) 2 5 4 a4 5 5 a4 4 4
k%

COMMERCIAL&PRIVATE SECTOR INVESTMENTS . » o . S . . " ;

(6,87%Comm.+6% Other)

REQUIRED FROM PUBLIC SECTOR -35 ‘ 100 224 289

ACCUMULATED PUBLICSECTOR DEBT REQUIRED FOR

-153 -194 -222 19 921 | 2.237

ALIGNMENT

*Based on IPA 20142020 Programme and subsequently on the assumption that Montenegro has access to Structural funds increasing

progressively its absorption capacity to 8 times the present value of IPA (estimates based on past experience of other states in the EU
accession process)

**Direct project financing from domestic banks, IFls and other sources. Repayment period 12 years with 3 year grace period. BPE — best
project estimate of 22% of CAPEX.

*** Private sector investments considered to be neutral to public sector — profits to be derived from efficiency gains not higher than cost
recovery tariffs (BPE 12.8% of CAPEX).

The resultsindicate aneed forstrong PublicSector support.

Accumulated Financing needs reach €228 million in 2021 (not shown in the summarized Table) and
diminish until 2025, where the Cost Recovery capacity becomes sufficient to eliminate the need for PS
debtfor Environment.

However, it must be noted that the peak financing requirement of €228 millionin 2021 will account for
over 5% of the projected GDP. A sizeable sum, which in order to be materialized, needs a lot of
anticipation and good planning, aside from convincing macroeconomic figures.

5.

5.1

CONCLUSIONS AND ACTIONS TO BE TAKEN

Conclusions and actions

Based on the conducted economic and financial analysis, the following key conclusions have
beenreached and the actionsss foreseen by the Montenegrin authorities are thereby proposed:

Conclusion 1:

An Environmental Infrastructure Audit needs to be carried out at short notice to establish clearly
the situation in Montenegro regarding the state of Environmental Infrastructure and of Utility
service providers. This will clarify the “Starting Position” vis a vis the preparation of more
detailed Implementation Action Plans at Directive Specificlevel (DSIP).

Action Planned (short term):

The activity will be carried out by the MSDT, by the end of the | quarter of 2017. It will be done
with available IPA funds and co-financed by Montenegro by a minimum of 15%;

86 Short term actions arerleated to the period up to 2 years. Medium termactions are to beimplemented inperiod 3 to5 years.
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Conclusion 2:

An Affordability Study at National and Regional (North/Centre/Coast) level should be carried out
at short notice so as to provide much needed affordability references and benchmarks.

Action Planned (short term):

The activity will be coordinated by MSDT in cooperation with the Ministry of Finance and
performed by the end of the | quarter of 2017,

Conclusion 3:

The Environmental Protection Funds (Eco funds) should be developed in view of their high
potential for revenue generation. Law on Environment under parlamentary procedure creates
the basis for the establishment of the Eco fund, which is supported by the Ministry of Finance.

Action Planned (short term)::

The relevant bylaw which will determine the legal and formal status of the Eco-fund is planned
to be adopted by the end of 2016. The MSDT will coordinate the process of establishing the legal
basis for Eco Fund. The Ecofund is planned to be operative priortothe end of 2017 ;

Conclusion 4:

The Government will consider contracting a flexible drawdown financding line for ready co-
financing for Environmental Projects, especially in view of the limitations that Municipal entities
are burdened with. The amount and timing of this financing instrument will depend, largely, on
the situation and action plans at Municipal level, which need to be coordinated;

Action Planned (medium term):

Upon completion of the revision of the Waste Strategy and the DSIPs on Urban Waste Water,
which are the main burden for Municipal entities, the finandng requirements will be fine-tuned
in cooperation with the Ministry of Finance. Upon the completion of internal approvals, the
Ministry of Finance will commence negotiations for such a type of specific use co-financing
mechanism; The Government of Montenegro will ensure that the national co-financing
contribution is secured each year on a multi-annual strategic basis. This implies securing,
delivering and monitoring all co-financing, induding contributions from the state budget,
donors, domestic sources and international financial institutions (IFls). The unified list of priority
projects is currently being revised further so as to ensure the capacity to attract Donor and IFl
fundsforviable, well-structured projects;

Conclusion 5:

PUCs are an extremely important part of the Alignment Effort and steps will be taken to regulate
them in such a way as to promote Scale of Operations and extension and modernization of
services, since they will be the recipients of the largest portion of grants;

Action planned (medium term):

The concepts of “Maximum Affordable Tariffs” and “Full Cost Recovery Tariffs” will be
established clearly as reference parameters for project evaluation and the setting of tariffs; This
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domestic benchmarking exercise will follow the completion of actions 1 & 2, and is planned for
2018;

This exercise will permit Montenegro to establish medium/long-term domestically affordable
tariffs (supplemented by tourists) and gradually reduce the present practice of cross-subsidizing
from tourist revenues the utility (water and waste) service ciharges.Tourism is a service industry
and sustains much of Montenegro’s local and central budgets, but itis not an additional revenue
without cost. The sector has its own economic flows, revenues and costs, and detracting for a
lengthy period of time revenues from that sector may cause long term damage. It is also
counterto the Polluter pays and economic efficiency principles;

Conclusion 6:

Directive Specific Implementation Plans need to be prepared for the Investment Heavy
Directives on an urgent basis, more specifically Waste and Water as they are key to the Cost
Recory component and will have a high inddence on the finandng strategy over a lengthy
period of time. DSIPs for other directives specified in the AP will be prepared according to the
defined timeline.

The identification of projects in the Environmental field needs to be addressed in a more
coherent and comprehensive way, effectively developing the project documentation and
composing the “least cost to Montenegro financing mix” which includes better access, with
qguality documentation, to IPA or subsequent EU grant instruments, donors, IFls & other
financing sources, LSGs , and last, but certainly not least, access to all domestic environmental
sources, the Eco fund, the Water fund, other economic instruments that may be designed to
ensure available funds on call for co-financing so as to avoid costly delaysinimplementation;

Action Planned (medium term):

The DSIP on Urban Waste Water, the area of greatest economic impact and which will define
the final date for complete allighment, is planned to be contracted before the end of 2016 and
available IPA funds complemented by 15% co-funding from Montenegro’s Budget have been
earmarked for this task.

Montenegro recognizes that the preparation of this first Directive Specific Implementation Plan
will require an intense effort both in the technical and the economic & financial fields, by inter
alia:

Defining clearly the existing infrastructure;
Setting service targets foralignment on the basis of a well-documented starting point;
Detailed definitions of the BATs to be employed;

The estimation and definition of investment requirements on a multi-annual basis with a
flexible multi-criteria modeling tool;

Determine the Macro-affordability Constraints on both a National and Regional basis;

Estimate the impact of investments upon affordability on account of the Opex requirements
that will build up;

A clear justification, from the financial and economic point of view, of the Transition periods
required forfull compliance.
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The contract is expected to be awarded in the 4" Quarter of 2016 and implemented over a 9
month period.

In parallel, as from 1°* Q 2017 onwards, the Waste Strategy will be defined by a specialized
domestic Task Force subsequent to which the Solid Waste Management DSIP will be contracted,
with completion expected by the end of 2017.

The Strategy provides the framework for the realization of the implementation, but Montenegro
plans to develop DSIPs to achieve more coherent, orderly and precise planning. Montenegro will
ensure coordination of all aspects of the sector of environment to be horizontally integrated
intoall economicareas.

Conclusion 7:

MMontenegro recognizes the need to implement the necessary institutional reform. From the
economic point of view, it is clear that the opportunity cost of inefficiency in the alignment
processisa multiple of the institutional strengthening costs.

Action Planned (short term):

In the field of economic/financial planning, request TA from the EU and other Donors, in at least
the following spedialized areas, so as to minimize the perceived gap between Montenegrin
capacities and the heavy burdens that must be assumed regarding the DSIPs and the subsequent
Chapter 27 negotiation:

e EU grant objectives and procedures;

e CBA (CostBenefit Analysis);

o Affordability and Tariff setting;

e Financial Planning and Modeling;

e Create the capacity to mobilize the latent affordability at domesticlevel.

Optimizing Cost Recovery from end polluters through user charges and the various economic
instruments is not just financially desirable, it is an absolute requirement of the EU Grant
Scheme.

The EU subsidizes the part of an eligible investment that cannot be afforded at domestic level.
The Grant is the part of the Investment that cannot be recovered from user charges. User
charges need to be raised to the MAT (the Maximum Affordable Tariff) in the shortest time
possible whilst respecting affordability thresholds.

The main institutions that are involved in this process are the PUCs and LSG. Thus, in this
context, all efforts to accelerate the formation of economically and finandally viable PUCs must
be a Montenegrin Governing Institution Priority.

Capacity must be built up at Ministry level by creating an EPU (Economic Policy Unit) so as to
provide guidance as required regarding the setting of MATs (Maximum Affordable Tariffs) and
FCTs (Full Cost Recovery Tariffs). This will require expertise within the EPU in the field of
Affordability Calculation and in the development of tariff policy.

Create the capacity for ensuring rapid and full mobilization of available EUfunds.
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The preparation of feasible and sustainable projects is essential for attracting Donor and IFl
finance, at t present stage and even more so upon membership of the EU. This is an undertaking
of major importance and Montenegro intends to be as prepared as possible, reinforcing its
institutional capacity in the above mentioned areas, inter alia.

Given funding limitations in Montenegro, finance for all these activities will be sought actively
fromthe multiple donorsourcesinterested in supporting Montenegro’s efforts.

Conclusion 8:
It is necessary to create the capacity to mobilize the latent affordability at domesticlevel.
Action planned (medium term):

Optimizing Cost Recovery from end polluters through user charges and the various economic
instruments is not just financially desirable, it is an absolute requirement of the EU Grant
Scheme.

The EU subsidizes the part of an eligible investment that cannot be afforded at domestic level.
The Grant is the part of the Investment that cannot be recovered from user charges. User
charges need to be raised to the MAT (the Maximum Affordable Tariff) in the shortest time
possible whilst respecting affordability thresholds.

The main institutions that are involved in this process are the PUCs and LSG. Thus, in this
context, all efforts to accelerate the formation of economically and finandally viable PUCs must
be a Montenegrin Governing Institution Priority.

Capacity will be built up at EPU (Economic Policy Unit) level to provide guidance as required
regardingthe setting of MATs (Maximum Affordable Tariffs) and FCTs (Full Cost Recovery
Tariffs). This will require expertise within the EPU in the field of Affordability Calculation and in
the development of tariff policy.

Conclusion 9:

Montenegro recognizes the need to strenghten the capacity for ensuring timelyand full
mobilization of available EUfunds.

Action planned (mediumterm):

Under IPA I, a significant testing of the local Institutional capacity will take place. However, it
must be noted that the expected volumes of available IPA funds will remain approximately the
same until accession. Projects will continue to be relatively large, clearly prioritized and few in
number. As from 2016, taking into account procedures within DIS (Decentralized
Implementation System) for IPA Component Il and indirect management mode for IPA 2014-
2020, Montenegro will continue with trainings for structures dealing with implementation of
IPA. On the other hand it will be necessary to develop programming documents for the
Environment and Climate Change sector, depending on maturity of actions foreseen and
availability of funds. These plans are connected to the plans set out in the Action Plan for
meeting the requirements of EU cohesion policy which Montenegro developed in preparation
for negotiations on Chapter 22 - Regional policy and coordination of structural instruments. This
link is particularly important for the proper planning of the priority areas that will be supported
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through the European structural and investment funds after accession, as the preparation of
Operational Programmes’ forthe ESI funds is expected during 2017.

As from membership onwards, however, the pressure will emanate from the increase of
available funds. Funding can be expected toincrease by eight to tenfold.

87 Having reviewed the decisions of the EU Member States on the operational programmes for the 2014-2020 financial perspective, and
bearing in mind the size of the country and the need to ensure the system for easy and efficient management of European structural and

investment funds, it was decided to prepare the Operational Programme, which will contain the different priorities and measures based on
defined national priorities.
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IV. ACTION PLAN FOR THE FULL ALIGNMENT OF MONTENEGRIN
LEGISLATION

1. INTRODUCTORY NOTES

This AP is a constituent and final part of the Strategy. The AP was made on the basis of prior
comprehensive analyses that identified the state of play in the field of transposition of legislation in
Chapter 27 (Environment and Climate Change) and the state of play in the implementation of
Montenegrin legislation that transposes the EU requirements into the legal system of Montenegro.
The analyses also identified gaps in relation to the paradigm consisting of the EU acquis in the field of
Environment and Climate Change, both in terms of legal and in terms of institutional alignment. In
addition to this, such analyses identified the elements required for definition of measures to be
undertaken to overcome the identified gaps and to achieve full transposition of the EU legislation in
the field of Environment and Climate Change in the acceptable time framework and full application
and enforcement of Montenegrin legislation. The AP contains step by step outline with dates and tasks
to be fulfilled to ensure full alignment for each piece of the EU legislation on Environment and Climate
Change, in short-term (1-2years), medium-term(3-4 years) and long-term (after the accession to the
EV).

In the process of preparation of analytical base (regarding the transposition and implementation) for
the purposes of this Strategy and AP for its implementation, in addition to the official EU documents
and documents adopted by Montenegrin authorities, numerous (working) documents previously were
used. Such documents were mostly prepared for various purposes and not particularly for
development of Strategy with the AP. These indude, for example, a comparative overview of the
completed transposition of certain EU directives (Table of Concordance - ToCs) and questionnaires
about the implementation that were prepared for the ECRAN Project?® but were updated for the
purposes of this Strategy.

The abundance of the analytical material that was prepared and that was a result of long-term efforts
of competent authorities to ensure high-quality fulfiiment of the alignment obligations assumed in the
SAA on one side, and the need to prepare the Strategy text on the other side, led to the decision that,
for the purposes of the quantitative and qualitative aspects of transposition, itis absolutely acceptable
in developing the Strategy text to rely on the findings and results obtained within the ECRAN Project.
At the same time, in addition to using fully the available materials related to the implementation of
environmental acquis in Montenegro, numerous inter-service consultations were conducted, as well as
consultations with other relevant stakeholders, with the view to identify, as accurately as possible, the
preparedness of the institutions (in terms of capacities, i.e. clearly defined responsibilities and current
qualifications of human resources) for the full implementation of the alignment in the environment
and climate change sectors, within the deadline that fits into Montenegrin political agenda.

2. JOINT MEASURES FOR SEVERAL INSTITUTIONS

The measures that have to be undertaken in order to achieve full transposition of the EU requirements
in the environment and climate change sectors, as well as the implementation of Montenegrin
legislation putting the transposition in effect, are presented by sub-sectors. There is a note indicating

88 Environmentand Climate Regional Accession Network
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the cases where spedific inter-sectorial activity is needed. Several measures aimed primarily at creating
a favourable environment of synergy needed for the implementation of the individual sectorial
activities are separately elaborated in the form of joint measures for the environment and climate
change sectors. These joint measures refer to the activities that require particdpation of several
Montenegrin institutions or indude transposition of several pieces of EU legislation, i.e. adoption,
implementation and enforcement of several pieces of Montenegrin legislation.

All the proposed joint measures aim at supporting the acceleration of the process of alighment in
the environment and climate change sectors and thus at creating the conditions for successful
negotiations in this, undoubtedly the most complex chapter in the accession negotiations between
Montenegro and European Union.

2.1 Institutional Cooperation

In case of a significant number of issues in the field of environment and climate change, Montenegro
has spread the competences on various public institutions. Strategy has therefore identified cases
where only through intensive and permanent cooperation of such institutions (both in the field of
transposition and in the field of implementation and enforcement of regulations) full implementation
of the EU acquis can be ensured in Montenegro. Therefore, undertaking of one general measure will
contribute to the full alignment of Montenegrin legislation with the EU legislation in the field of
environment and dimate change. Such a measure is identified as an inter-institutional agreement
concluded between the authorities under the umbrella of the Government of Montenegro. Such an
agreement will precisely define duties of all the institutions responsible for undertaking certain
activities in the field of transposition, implementation and enforcement of legislation. Such a
mechanism of cooperation of these institutions will in no way influence the existing horizontal
coordination of the regular activities of the ministries and other bodies and organizations within the
Government of Montenegro. The proposed mechanism will only intensify and enhance cooperation in
numerous activities in a limited number of cases with a view to achieving timely the full alignment in
the environment and climate change sectors.

2.2 Strengthening and institutional alignment of the bodies in charge of the environment
protection and climate change

This AP contains assessment of the minimum needs for strengthening institutions that are in charge of
the Environment and Climate Change sectors in Montenegro. The projected increase in number of
employees provides realistic plan to make optimal use of existing capacities and to upgrade them with
new employees. Significant improvements may be achieved through reorganization of present
institutional set up in the field of environmental protection and its further upgrade by increasing a
number of employees where necessary. For the increase in 2016 and 2017, already adopted plans for
administrative capacities upgrade defined in the Montenegro's Programme of Accession to the
European Union 2016 — 2018 were used. This Strategy and its Action Plan establish the commitment of
MSDT and other authorities with responsibilities in sector the sector of Environment and Climate
Change.

As a priority measure, Montenegro will, before the first revision of the Strategy and AP (envisaged by
30June 2017), prepare the Institutional Adjustment and Capacity Building Plan in the Environment and
Climate Change sectors (with a view to achieving high level of protection). On the basis of a predsely
identified state of play and needs and abilities of the country, the Plan is to provide arguments for at
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least two development options for full institutional adjustment of Montenegro for the full
implementation of the EU acquis in the territory of Montenegro - the maximum and the optimum one.

Measures for institutional reorganization and capacity building in this AP have been designed on the
basis of the first institutional gap analysis. Gaps have been identified not only in terms of lack of
administrative capacities, but also in terms of the need for more adequate organization of institutions.
Therefore, the Government of Montenegro envisaged as an important measure the development of
the Institutional Adjustment and Capacity Building Plan to ensure more efficient organization of the
employees and concentration of existing administrative capacities with specific expertise in fewer
competent institutions in charge of implementing the obligations transposed from the EU acquis on
Environment and Climate Change. MSDT will have the obligation delegated by the Government to
coordinate the process of developing the Institutional Adjustment and Capacity Building Plan for all
the institutions in charge of Environment and Climate Change in Montenegro. The plan will be
developed in close collaboration with all the relevant institutions. The same plan will take into account
reorganization of the existing inspection, where further activities in reorganization and capacity
building of environmental inspection are envisaged. The strategy for Chapter 27 gives minimum
number of necessary staff for the fulfilment of the obligations arising from this chapter by 2020. This
will be fulfilled by the Government and organized according to the Plan to be developed. Process of
developing the plan will be adopted by the Government no later than the end of Il quarter 2017,
before the first revision of the Strategy and the AP. Itis important to mention that funds needed for
the development of the Plan will be provided from the national budget of Montenegro or from other
sources.

2.3 Adoption of lawsin the abridged procedure

As for the transposition of the EU environmental and dimate change legislation, this AP defines the
obligations of the administration bodies responsible for preparation of drafts and proposals of laws
and implementing acts adopted by the Government, i.e. for the adoption of implementing acts
adopted by the ministries. The column "time limit for transposition" shows (in years) the time limit in
which laws on amendments of the existing laws or new laws will come into force. Plan provides steps
and realistictimelines to ensure transpositionin the short-term and mid-term.

Environmental and Climate Change acquis accounts for about 30% of the entire EU legislation and its
incorporation in the national legal system of a candidate country also means the incorporation into
that legal system of the requirements defined in numerous international treaties that EU acceded to
(which makes them a constituent part of the acquis). In addition to that aspect of the alignment (the
transposition aspect), a very complex aspect of the alighment refers to the adjustment of the
institutions in the field of Environment and Climate Change to the needs of the implementation of the
acquis in Montenegro (reorganization, clear division of competences, strengthening of human
resources). Measures for adjustment of the competent institutions, envisaged in this plan, can be
undertaken only if there is a detailed plan of adjustment adopted on the basis of a study of the needs
and in the conditions of continuous implementation of measures proposed in such a plan for the full
transposition of the EU acquis, i.e. in the conditions of a continuous development of an increasingly
complex system of legal provisions that regulate all the matters of high level environment protection
in Montenegroinline with the EU requirements.

Since the precondition for continuation of the negotiations between Montenegro and EU in the
Chapter 27 is meeting the opening benchmark, it is necessary to ensure that the new laws or
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amendments to the existing laws are adopted and that they come into force within the time limits set
in this AP. Coming into force of these laws within the set time limits will ensure that numerous other
measures also defined in this AP can be implemented, which will lead to full transposition,
implementation and enforcement of all EU requirements defined in the Chapter 27, within the time
limits planned forthe accession of Montenegro to the EU in 2020.

In that aim the Government of Montenegro will ensure consideration of the proposals for adoption of
the laws in this field according to the abridged (summary) procedure. Upon the adoption of the
Strategy and the AP, the Government and the Parliament will make an agreement which will clearly
define the necessary details and significantly contribute to the speeding up of the process of
alignment, takinginto account plans for transposition from this document.

3. TIME FRAMEWORKFOR THE IMPLEMENTATION OF THE ACTION PLAN

The time framework that the implementation of the AP is incorporated in is linked to 2020. As for the
practical aspects, implementation of all the measures planned in the AP is distributed in the sequence
that starts in 2016. (i.e. afterthe Strategy comesinto force) and finishes in the first half of 2020.

Within that available four-year period, the implementation of the 185 measures that are to be
undertaken to ensure full transposition i.e. harmonization of Montenegrin legislation with the EU
Environment and Climate Change acquis, is planned within short and medium time limits and in line
with the Coundl Decision on the principles, priorities and requirements defined in the EU Partnership
with Montenegro. The short time limits amount to 1to 2 years, while the medium ones amount to 3 to
4 years, with the exception of those that require undertaking of certain economic and financial
activities aimed at supporting the alignment process.®® Time limits for the full transposition, shown in
the appropriate column in the tables for sub-sectors under the heading TRANSPOSITION PLAN, refer to
the time of coming into effect (and the beginning of implementation) of the laws and implementing
acts. The time limits expressed in years are counted from the day of coming into effect of the Strategy
(with this AP). Since the procedure of adoption of the law is outside of the scope of competencies of
the administration bodies (i.e. the Government of Montenegro and the ministries), the time limits
inserted in the tables assume that the line administration bodies (ministries and the Government) will
timely undertake all the measures that are within their scope of competendes (drafting the text, drafts
and proposals of laws as well as the necessary explanations and impact assessments) to ensure that
the laws can be adopted and can come into force within the set time limits. In that respect the
appropriate joint measures, referred to above, also have to be undertaken.

The time limits expressed in months and days are counted from the day of coming into force of the law
definingthe obligation of adoption of certainimplementing act.

4. NEEDS FOREXTERNALASSISTANCE

Given the existing capacities of the institutions of Montenegro responsible for various aspects of the
environment protection, Montenegro will need technical assistance to be able to implement all the
activities that are planned or to implement in practice the commitments defined in the Strategy in the
time period projected in the AP - by 2020. Montenegro will ask for technical assistance (trough IPA,
TAIEX, Twinning instruments) for the implementation of the legislation transposing the EU

89 Council Decision 2007/49/EC of 22 January 2007 on the Principles, Priorities and Conditions contained in the EU Partnership with
Montenegro.
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requirements into the legal system of Montenegro and for ensuring the conditions for the full control
of the implementation and enforcement of the legislation. Specific measures/actions for which
Montenegro plans to require technical assistance are indicated in the AP.

Starting from self-assessment of the state of the transposition activities, the AP precisely identifies the
activities whose implementation requires external technical assistance (both in terms of transposition
of the EU legislation and in terms of implementation of the national legislation). Technical assistance is
necessary for the transposition of the horizontal legislation EU (INSPIRE Directive) and in the
subsectors of Water Quality, Waste Management, Industrial Pollution and in Climate Change sector. In
the subsector of Chemicals this type of support can be ensured within the programme activities of the
European Chemicals Agency (ECHA). The assistance needed for these activities can also be ensured
through bilateral cooperation with individual EU member states (e.g. twinning projects). In addition to
the technical assistance from the EU, Montenegro will certainly make the best use of the available
forms of support of international financial institutions to be able to implement the legislation that
transposes the EU requirements into the legal system of Montenegro.

It has to be noted that technical assistance will be provided depending on the availability of the funds
of donors and of the EU and of maturity of the actions foreseen. Donors' coordination and a good
quality and early programming of potential IFIs/IPA/Member States' assistance is crucial in order to
obtainthe needed expertise and therefore achieve atimely implementation of the actions planned.

5. SPECIFICMEASURES BY SUBSECTORS

5.1 HORIZONTAL LEGISLATION
5.1.1 Plan of Activities for Transposition of Horizontal Legislation

Horizontal legislation of Montenegro is to a large extent aligned to the horizontal legislation of the EU
in the field of environment protection. The process aimed at achieving full transposition of the
horizontal legislation of the EU into the legal system of Montenegro includes the total of eight
measures to be undertaken in the time framework of less than four years. The same time limit is
envisaged for the implementation of only one measure (that refers to the environment inspection).
With the implementation of the remaining nine measures, full harmonization of the horizontal
legislation of Montenegro with the appropriate EU legislation would be achieved in the period of 28
months from the day of coming into force of the Strategy (with this AP). The AP of the measures with
the sequence and time limits for their implementation and institutions responsible for their
implementation is presented inthe Table XXVI.

TABLE XXVI: TRANSPOSITION PLAN - HORIZONTAL LEGISLATION

PLAN OF MEASURES FOR ACHIEVING FULL TRANSPOSITION

HORIZONTAL LEGISLATION

s o Time limit for | Technical
No. EU legislation Measure Institution € .t. 0 ec. ca Notes
transposition | Assistance

Directive 2001/42/EC

1 (SEA) Fullytransposed
2 Directive 2001/92/EC Fullvt q
(EIA) ullytranspose
[Within the time
. . limit for
Directive 2014/52/EU Amendments to (31/12/2017 .
3 1 MSDT transposition
(EIA) the Law atlatest) . )
envisagedin the
Directive]
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[Within the time

Amendments -
to/adoptionofa limit for
2 MSDT 31.12.2017 transposition
new . .
imol i " envisagedin the
implementing ac Directive]
Directive 2003/4/EC
4 (acc.ess to Fullytransposed
environmental
information)
Directive 2003/35/EC
> (publicparticipation) Fullytransposed
Directive 2004/35/EC
6 (environmental Fullytransposed
liability)
Directive 2008/99/EC
7 (prqtechonofthe Fullytransposed
environment through
criminal law)
Directive 2007/2/EC Adoptionofthe
2018
8 (INSPIRE) 3 Law MSDT Necessary | Nottransposed
(FizmuTa:tSisc:r??EC) Adoptionof These matters are
9 & 4 | implementing MSDT 2018 Necessary | notregulatedin
1205/2008 t Montenegro
(Metadata) acts g
Commission )
Regulation (EC) Adoptionof These matters are
10 | 976/2009 (Metadata- | 5 | implementing MSDT 2018 Necessary | notregulatedin
Definition of acts Montenegro
elements)
Comm|5.5|on Adoptionof These matters are
11 | Resulation(EU) 6 | implementi MSDT 2018 N tregulatedi
268/2010 (access to implementing ecessary | notregulatedin
. acts Montenegro
spatial data)
;Zmn:;tsii:?m) Adoption of These matters are
12 105;/2010 7 | implementing MSDT 2018 Necessary | notregulatedin
(Interoperability) acts Montenegro
Commission Dedsion .
2009/442/EC Adoptionof These matters are
13 Lo 8 | implementing MSDT 2018 Necessary | notregulatedin
(Monitoring and
. acts Montenegro
reporting)
Council Directive Amendments to With a view to
14 9 MSDT 2017
91/692/EEC (SRD) the Law meetingthe
Amendm.entsto obligation of
10 | oradoptionofa MSDT 2017 submitting
Regulation (EC) new law informationand
15 | 401/2009 (EEA & dootionof
EIONET) Adoptionol reports to EU
11 | implementing MSDT 2017 Necessary | authorities as
acts defined
With a view to
Recommendations Amendments to achieving full
C i . .
16 2001/331/EC 12 _thelaw(an.d MSDT (and 2020 atlatest incorporation F’fEU
(Ins pection) implementing others) recommendations
acts as needed) into Montenegrin
legal system
5.1.2 Plan of Activities forImplementation of Horizontal Legislation

Following Directives are being implemented through the appropriate laws and implementing acts that

are already harmonized with them: Directive 2001/42/EC on the assessment of the effects of certain
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plans and programmes on the environment; Directive 2001/92/EU on the assessment of the effects of
certain public and private projects on the environment; Directive 2003/4/EC on public access to
environmental information; Directive 2003/35/EC providing for public participation in respect of the
drawing up of certain plans and programmes relating to the environment; Directive 2004/35 of the
European Parliament and of the Council on environmental liability with regard to the prevention and
remedying of environmental damage; and Directive 2008/99/EC on the protection of the environment
through criminal law. With a view to improving the implementation of the above legislation in practice
special furthertrainings are planned for civil servants on the national and local level.

Transposition of the Directive 2007/2/EC establishing an Infrastructure for Spatial Information in the
European Community (INSPIRE) is planned through new law and implementing acts that are to be
adopted by the end of 2017. Therefore, the detailed measures and the plan of activities required for
establishing the appropriate infrastructure for the full implementation of this Directive will be defined
afterthe transpositionis completed.

Efficient implementation of the Directive 91/692/EEC (SRD) in practice will depend on the measures
for strengthening the administrative capacities of the institutions that are responsible for reporting
about the implementation of individual pieces of legislation harmonized with the EU environmental

acquis.
TABLE XXVII: IMPLEMENTATION PLAN - HORIZONTAL LEGISLATION
PLAN OF PRIORITY MEASURES FOR IMPLEMENTATION OF LEGISLATION
HORIZONTAL LEGISLATION
No. EU legislation Measure Institution . el f?r Tet:'hnlcal Note
implementation Assistance
Preparation and
implementation of
Directive the' p.Ianforfurther
1 2001/42/EC (SEA) 1 training ofhuman MSDT 2016 - 2017
resources on the
national andlocal
level
Preparation and
implementation of
. . the planforfurther
2 26?173;?% (EIA) 2 training ofhuman MSDT 2016 - 2017
resources on the
national andlocal
level
Directive
2003/4/EC MSDT Fully
3 (accessto EPA .
environmental LGU implemented
information)
Directive
4 2003/35/EC lVéspiT Fully
(public implemented
participation) LGU
Directive
5 2004/35/EC NIIESPIiT Fully
(environmental implemented
C s LGU
liability)
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Preparation and
implementation of
the planforraising
the level of
knowledge
(awareness)of all
stakeholdersinthe
criminal-law

%BZ%;(;EC pro'Fection of the
(protection of the envi ronmentand
6 . 3 publicthrough MSDT 2016-2017 Necessary
environment S
o training and
It:\r/‘cl))ugh criminal workshops of the
representatives of
allinstitutions
responsible for
theseissues MJ,
MSDT, AlA, State
Prosecution Service,
courtexperts,
courts.
. . Prepare INSPIRE
Directive transpositionand Not
7 2007/2/EC 4 . . MSDT 2016-2017 Necessary | transposed
(INSPIRE) implementation vet
plan (INSPIREPIlan)
Commission There is still
Regulation (EC) Prepare INSPIRE no legal basis
8 1205/2008 5 Plan MSDT 2016-2017 Necessary in
(Metadata) Montenegro
Commission
Regulation (EC) There is still
9 976/2009 6 Prepare INSPIRE MSDT 9016-2017 Necessary no legal basis
(Metadata - Plan in
Definition of Montenegro
elements)
Commission There is still
Regulation (EU) Prepare INSPIRE no legal basis
10 268/2010 (access 7 Plan MSDT 2016-2017 Necessary in
to spatial data) Montenegro
Commission There is still
1 Regulation (EC) 8 Prepare INSPIRE MSDT 9016-2017 Necessary no legal basis
1089/2010 Plan in
(Interoperability) Montenegro
goer:irs'r;;smn There is still
12 | 2009/442/EC 9 :er:Ea re INSPIRE MSDT 2016-2017 Necessary i"no legal basis
(Monitoring and
. Montenegro
reporting)
13 Council Directive 10 Alignreporting MSDT 2017
91/692/EEC (SRD) procedure
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14

Regulation (EC)
401/2009 (EEA &
EIONET)

11

Establish national
EIONET -
Environment
Informationand
Observation
Network and
ensure adequate
expert-technical
supportto EPAand
National Referential
Centres (NRC) so
thatitcanfunction
inlinewiththe
rules of the
EuropeanEIONET
network

EPA

1st Quarter 2018

Necessary -
IPA project

15

Recommendation
5 2001/331/EC
(Inspection)

12

Preparation and
implementation of
the planforfurther
training of
inspectorsinthe

MSDT
AlA

2016-2017

Necessary

Administration for
Ins pection Affairs

5.1.3

Plan for Upgrading of Administrative Capacities

As for the upgrading of the administrative capacities in the institutions that are responsible for the
transposition and implementation of the horizontal legislation, the activities listed below will be
started already in 2016:

Improved organization of MSDT and EPA will be achieved through a reallocation of the
available human resources and their further specifictraining as needed;

As for the higher quality implementation of legislation harmonized with the Directive
2001/92/EU on the assessment of the effects of certain public and private projects on the
environment and Directive 2001/42/EC on the strategic assessment of the effects of certain
plans and programmes on the environment, further strengthening of the administrative
capacitiesisto be done onthe local level;

In order to achieve successful implementation of legislation harmonized with the Directive
2008/99/EC on protection of the environment through criminal law and of legislation
harmonized with the Directive 2007/2/EC establishing an Infrastructure for Spatial Information
in the European Community (INSPIRE) Montenegro will strengthen the administrative
capacities in other public institutions that will participate in the implementation of these
pieces of legislation. It means that MSDT will develop a Plan for building of administrative
capacities that will cover the governmental (all relevant institutions) and local level for all
horizontal directives. After its development and adoption a special attention shall be given to
trainings and awareness and Montenegrin participation in the EU environmental bodies and
networks;

Improve capacity and methods of work of the inspection body responsible for supervision of
the implementation of horizontal legislation in line with the Recommendation 2001/331/EC of
the European Parliament and of the Council of 4 April 2001 providing for minimum criteria for
environmental inspectionsinthe Member States.
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TABLE XXVIII: PLAN OF ADMINISTRATIVE CAPACITIES - HORIZONTAL LEGISLATION

PLAN FOR UPGRADING ADMINISTRATIVE CAPACITIES

HORIZONTAL LEGISLATION

No. of employees (posts according to the
Institution EU legislation job classification rulebook)

2015 | 2016 | 2017 | 2018 | 2019 | 2020

Directive 2001/42/EC(SEA)
Directive 2011/92/EU (EIA)
Directive 2003/4/EC (Public access to environmental

information)
Directive 2003/35/EC(Public participation and access to justice)

MSDT Directive 2004/35 (Environmental liability for environmental 3 6 6 8 8 8
damage)

Directive 2008/99/EC ("Eco-crime")

Directive 2007/2/EC(INSPIRE)

Directive 91/692/EEC(SRD) - Standardisation of Reporting
Regulation (EC) 401/2009 (EEA & EIONET)

Directive 2001/42/EC(SEA) 2 4 4 6 6 6
Directive 2011/92/EU (EIA) 4 4 6 6 6 6
Directive  2003/4/EC (Public access to environmental
information) 3 3 4 4 4 4
Directive 2003/35/EC (Public participation and access to justice)
EPA Directive 2004/35 (Environmental liability for environmental 1 ) ) ) ) )
damage)
Directive 2007/2/EC (INSPIRE)
Regulation (EC) 401/2009 (EEA & EIONET) 12 12 16 20 20 20
Directive 91/692/EEC(SRD) - Standardisation of Reporting
EPA - TOTAL 22 25 32 38 38 38
M) Directive 2008/99/EC("Eco-crime") 1 2 2 2 2 2
UN Directive 2007/2/EC (INSPIRE) 3 3 5 6 6 6

TOTAL 29 36 45 54 54 54

AlA was not included into this part of the Plan for upgrading of administrative capacities. There are
currently six environmental inspectors currently working in the AIA. They cover the supervision of
implementation of the entire legislation in the sector of environment protection and climate change in
Montenegro. Montenegro plans to further strengthen the administrative capacities of AIA and will
explore the best solutionsin this respect.

Current projection of the strengthening of administrative capacities of AIA needed for the full and
effident implementation of the EU requirements in the environment sector and the dimate change is
presented in separate tables atthe end of ChapterV (5.11).

In 23 local government units (LGU) there are currently 27 civil servants employed to work on the
implementation of legislation in the field of environment protection. This Plan for Upgrading of
Administrative Capacities does not take into account the insuffident capacities of LGU either,
particularly those for the implementation of legislation on SEA and EIA harmonized with the
requirements of the Directive 2001/42/EC (SEA) and Directive 2001/92/EC (EIA). It is to expect that the
majority of local government units will not be able to strengthen their capacities to improve the
quality of implementation. Therefore, Montenegro plans to explore other possible solutions for the
improvement of the quality of the implementation of these pieces of legislation on the local level.
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5.2 AIR QUALITY
5.2.1 Plan of Activities for Transposition of Legislation in the Field of Ambient Air Quality

Transposition of the air quality EU legislation has been largely completed. Therefore, only three
measures have been envisaged and presented in TABLE XXIX - adoption of implementing acts that will
ensure full harmonization of Montenegrin legislation with the EUlegislation in this sub-sector.

TABLE XXIX: TRANSPOSITION PLAN - AIR QUALITY

PLAN OF MEASURES FOR ACHIEVING FULL TRANSPOSITION

AIR QUALITY
L, . Time limit for | Technical
No. EU legislation Measure Institution ... . Notes
transposition | Assistance
1 a:;c)t've 2008/50/EC Fullytransposed
Directive 2004/107/EC
2 («4thDaughter Fullytransposed
Directive»)
There is a legal basis
forthe adoptionof
implementing act
Commission Directive fortransposition of
(EU) 2015/1480 . provisions related to
(reference methods Adoption of locations of sampling
3 . ! 13 | implementing MSDT End of 2017 A .
data validation and act points (provisions on
location of sampling reference methods
points) and data validation
are already
transposed)
Revision of AQmonitoringnetwork in accordance with Article 5
Action step 1 of Directive 2008/50/ECwithin IPA Project - IPA/2014/032- 2017
803.09/ME/Air Quality)
Action step 2 Amepdnjentofthe Regulation on establishment of Air Quality 2018
Monitoring Network
Directive 2001/81/EC
4 (national emission Fullytransposed

ceilings - NEC)

Directive 94/63/EC
(Volatile organic
compound (VOC)
emissions resultingfrom
5 the storage of petrol and Fullytransposed
its distributionfrom
terminals to service
stations - VOC"Petrol

Storage")
Directive 2009/126/EC Directive has been
(Stage Il petrol vapour fullytransposed,
recoveryduring Adoption of exceptforthe

6 refuellingof motor 14 | implementing 2018 amendments that
vehicles atservice act have to be donein
stations - VOC"Petrol line with the Directive
Stage I1") 2014/99/EU
Directive 1999/32/EC
(Sulphurcontentin Fullytransposed

certainliquidfuels)
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Directive (EU) 2016/802

(codification)repealing Commission
Directive 2012/33/EU Adoptionof Implementing

7 (marinefuels) and 15 | implementing | MSDT End of 2016 Decision (EU)
1999/32/EC (Sulphur act 2015/253 has been
contentin certain liquid adopted
fuels),

Proposed Directive on
reduction of national
emissions of certain 16
atmospheric pollutants
2013/0443(COD)

Action step 1—Analysis ofthe new Directive

Action step2 —Improvement and update of emissioninventory data 2017

Action step 3—-Developing emission projections and setting-up of national e mission ceilings 2018

Action step 4 —Proposing national emission ceilings to CLRTAP secretariat 2018

Action step5—Gainingfull membership status at Getheborg Protocol To be defined*
upon completion of

Action step 6 —Amendments to the Regulation on nationalemission ceilings steps

*depending on CLRTAP procedures

5.2.2 Plan of Activities for Implementation of Legislation in the field of Air Quality

Provisions of the Directive 2008/50/EC on air quality and cleaner air for Europe and Directive
2004/107/EC relating to arsenic, cadmium, mercury, nickel and polycyclic aromatic hydrocarbons in air
are fully implemented through the law and implementing acts that are already harmonized with the
above directives. An improved level of implementation will be achieved within the project for the
improvement of air quality monitoring (IPA/2014/032-803.09/ME/Air Quality)) the existing network of
seven measuring stations for air quality will be extended to 10 automatic stations. Immediate re-
allocation of the existing measuring stations will be done, EMEP station for monitoring of the influence
of cross-border transport of air pollution will be operational, while additional analytical equipment for
the laboratory will be procured.

The key challenge in the implementation of the Directive 2008/50/EC is to achieve good air quality in
all areas through the implementation of the National Strategy for Air Quality Management and air
quality plans for the munidipalities of Pljevlja and Niksi¢ and the capital of Podgorica where there is an
increased concentration of pollutants, primarily PM10 particles, which often exceed the limit values.
Implementation requires high financial investments in infrastructure for remote controlled heating,
improvement of public transport in towns, implementation of energy-efficiency measures,
preservation and upgrading of green areas etc. The second Action Plan for implementation of the
National Strategy for Air Quality Management for the period 2017-2030 shall be adopted by 31
January 2017.

Further steps related to the implementation of NEC Directive are as follows: after Energy community
decision which is expected in October 2016, it will be known if the existing TPP Pljevlja (which is the
major source of SO2 and NOx national emissions, accounting for some 90%) will be allowed to work
additional 20.000 working hours without investment in abatement technology between 2018-2024. If
the decision is positive, emission s of TPP will be reduced for 50% in that 6-year period, due to
reduction of working hours. In a few years TPP will have to be closed down or undergo major
reconstruction in order to meet environmental requirements. However, realistic emission projections
would be possible to develop during 2017. These projections will serve for setting-up national emission
ceilings by 2030 and development of National Programme for progressive reduction of emissions in
accordance with NEC Directive. Another important event expected by the end of 2016 is adoption of
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the new NEC Directive which extends the number of pollutants and level of reduction. It will also
require additional efforts regarding development of the National Programme which should be
completed in 2018. New national emission ceilings with the summary of the National Programme for
progressive reduction of emissions shall be presented to the Secretariat of CLRTAP in order to gain full
membership in Gothenburg Protocol (Montenegro is already a party to the Protocol on Heavy Metals
and the protocol on POPs) . Depending on CLRTAP procedures, national emission ceilings for
Montenegro could be accepted by 2019, while the deadline for achievement of projected reductions
will remain 2030. However, itassumes full implementation of the new NEC Directive as of 2019.

Provisions of the Directive 1999/32/EC relating to the Sulphur content in marine fuels have been
implemented in Montenegro since 2011. Sampling and analysis of fuel is done by accredited
laboratories in line with the methods required in Article 6 of the Directive. Full implementation of the
provisions of the Directive 2012/33/EU amending the Directive 1999/32/EC on the sulphur content in
marine fuels is planned for the end of 2017. By then the Directive will be fully transposed (Codified
version of the Directive (EU) 2016/802 will be used for transposition), and the training for port
authoritiesin the field of control of marine fuels and ship abatement equipment willbe completed.

Full implementation of the legislation transposing the provisions of the Directive 94/63/EC on the
control of volatile organic compound (VOC) emissions resulting from the storage of petrol and its
distribution from terminals to service stations and Directive 2009/126/EC on the stage Il petrol vapour
recovery during refuelling of motor vehicles at service stations is planned for the period by 2020. By
that time adequate equipment for prevention of emissions and recovery of volatile organic
compounds (VOC) will be installed in all fuel storages, all fuel distribution tanks, vehide tanks and
pumps of the service stations in Montenegro covered by the requirements of these directives.
Distributors are well aware of their obligation since they were actively involved in drafting the
legislation transposing VOC Directives through cooperation with Montenegrin Chamber of Commerce.
Taking into account requirements of mentioned directives (e.g. throughput is greater than 500
m3/year) it will be limited number of distributors affected by these requirements.

TABLE XXX: IMPLEMENTATION PLAN - AIR QUALITY

PLAN OF PRIORITY MEASURES FOR IMPLEMENTATION OF LEGISLATION

AIR QUALITY
No. EU legislation Measure Institution ) ULl f?r Tetfhmcal Note
implementation Assistance
Directive Extensionof the
2008/50/EC (on network of measuring

1 ambientair stations for monitoring EU/IPA
qualityand airqualityand funds
cleanerairfor reallocationof the EPA already
Europe - AAQ) 13 existingmeasuring IHS 2017 committed

. . posts, reconstruction of under
CETI
D|rect|ve2004/.10 the EMEP station and IPA/2014/032
7/EC (As, Hg, Ni,

5 nd PAH — «ath purchase ofthe -803.09/ME/
2 additional analytical Air Quality
Daughter .

. . equipment for
Directive»)
laboratory.
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Adoptionofthe second
Action Planforthe
implementation of the
NationalStrategyfor
AirQuality
management with
measures to achieve
compliance with limit
values throughout
national territory

Directive (EU)

Specifictraining of

2015/1480 humanresourcesin EPA
(reference the, datavalidation, IHS
methods, data 14 | modellingand defining 2018 Necessary
validationand locations of the
location of measuringstations for
sampling points) airquality control
Updating and upgrading
of the inventory of
15 audlﬁca'tlon.and EPA 2017 Necessary
eutrophication
pollutantsand ozone
Directive precursors
2001/81/EC Producing projections
. . of emissions and
(n:.;\'FlonaIemlssmn 16 | setting-up ofthe MSDT 2017
ceilings - NEC) . . EPA
national emission
ceilings
Development of the
17 NatlonaIProgramme MSDT 2018
forprogressive
reduction of emissions
Directive
94/63/EC (Volatile
organic
compound (VOC
emifsions ( ) Installing the
equipmentforthe
res ulting from the reqCO\F/)e of VOCin Fuel
storage ofpetrol 17 ry L 2020
dit storage, transportand distributers
ertrlibsution from distribution offuel to
terminals to service stations
service stations -
VOC "Petrol
Storage")
Directive
2009/126/EC )
(Petrol vapour Installing the
recoverydpuring equipment forthe VOC
refuelling of 18 recove.rydurlng . Fl.JEI 2020
¢ hid ¢ refuellingof motor distributers
?e?’v?cre\/;alticf:sa- vehicles atservice
VOC "Petrol Stage stations
”n)
Directive
1999/32/EC
(Sulphur content Training ofport MSDT Necessa
ry
in certainliquid 19 authorities for control MTMA - 2017 Europe
fuels), amended of qualityof marine Port Aid/132799/C
bythe Directive fuels authorities /SER/ME

2012/33/EU
(marine fuels)
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5.2.3 Plan for Upgrading of Administrative Capacities

The activities envisaged for the period 2016-2017 aimed at achieving the efficdent transposition and

implementation of the EU acquisin the sub-sectorairquality include:

e Eventual reallocation of competences and available human resources in the MSDT, EPA and
IHS and planning their further training, depending on the Institutional Adjustment and

Capacity Building Plan planned to be developed by the end of the | quarter of 2017;

e Preparing a detailed plan for training of human resources in EPA in the field of mathematic
modelling according to the legislation that is harmonized with the Directive 2008/50/EC on the
ambient air quality and developing projections, particularly for the implementation of
legislation transposing the Directive 2001/81/EC (NEC).

e Preparing a plan for awareness rising among stakeholders, in order to enhance their

knowledge about their rights and obligations stemming from air quality acquis, as well as to
promote better public participation in decision making related to air quality.

Table XXXI: ADMINISTRATIVE CAPACITIES PLAN - AIR QUALITY

PLAN FOR UPGRADING OF ADMINISTRATIVE CAPACITIES

AIR QUALITY

No. of employees (posts according to the job

Institution EU legislation classification rulebook)
2015 2016 2017 2018 2019 2020
Directive 2008/50/EC (on ambient air quality and deaner
airforEurope - AAQ)
Directive 2004/107/EC (As, Hg, Ni, and PAH — «4th
Daughter Directive »)
Directive (EU) 2015/1480 (reference methods, data
validationandlocation of sampling points)
Directive 2001/81/EC(national emission ceilings - NEC)
MSDT Directive 94/63/EC (Volatile organic compound (VOC) 1 2 3 3 3 3
emissions resulting from the storage of petrol and its
distribution from terminals to senice stations - VOC
"Petrol Storage")
Directive 2009/126/EC (Petrol vapour recovery during
refuelling of motor vehides at service stations - VOC
"Petrol Stagel")
Directive 1999/32/ECand Directive 2012/33/EU (Sulphur
contentinmarine fuels)
Directive 2008/50/EC (on ambient air quality and deaner
airforEurope - AAQ)
Directive 2004/107/EC (As, Hg, Ni, and PAH — «4th
Daughter Directive »)
Directive (EU) 2015/1480 (reference methods, data
validationandlocation of sampling points)
EPA 1 3 4 4 4 4

Directive 2001/81/EC (national emission ceilings - NEC)

Directive 94/63/EC (Volatile organic compound (VOC)
emissions resulting from the storage of petrol and its
distribution from terminals to senice stations - VOC
"Petrol Storage")

Directive 2009/126/EC (Petrol vapour recovery during
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refuelling of motor vehides at service stations - VOC
"Petrol Stagel")

Directive 1999/32/EC (Sulphur content in certain liquid
fuels), and Directive 2012/33/EU (marine fuels quality)

Directive 2001/81/EC (national emission ceilings - NEC) 2 3 3 3 3 3
EPA - TOTAL 3 6 7 7 7 7
TOTAL 4 8 10 10 10 10

In addition to the institutions and human resources listed in the table, the Plan for Upgrading of
Administrative Capacities also takes into account another seven persons employed in IHS who work
on theissues of airquality in addition to other tasks they perform ( water quality).

In Montenegrin coast there are eight branch offices of the MTMA - Harbour Master's Offices for the
control of quality of marine fuel and at least a number of persons employed in each of the branch
offices will be trained for the control of use of marine fuels and equipment for prevention of emission
of pollutants into the air. The training does not indude sampling and analysis of fuel that will be done
by accredited laboratories, but only control of the ship log books and technical documentation.

Six inspectors for the environment who cover inspection supervision of the implementation of
legislation in all sub-sectors of the field of environment are not included in the Plan for Upgrading of
Administrative Capacities for the sub-sector of ambient air quality because the issue of strengthening
of the capadities of the inspection body will be solved in general for all sub-sectors of the environment.
Current projection of the strengthening of administrative capacities of AIA needed for the full and
effident implementation of Chapter 27: Environment and Climate Change is presented in separate
tables at the end of ChapterV (5.11).

5.3 WASTE MANAGEMENT

5.3.1 Plan of Activities for Transposition of Legislationin the Field of Waste Management

The Regulations defining waste management in Montenegro have been aligned with the EU
regulations for a long time. However, in order to achieve full alignment, Montenegro will implement
35 measures presented in TABLE XXXII. The majority of these measures will be enacted within the
maximum period of 24 months, via amendments to the Law on Waste Management and the adoption
of appropriate secondary legislation. The deadline of four years is envisaged only for one measure
(related to the regulation of the issue of ship recycling), considering the fact that, during the
preparation of this AP, there was no expressed interest for carrying out such recycling activity in
Montenegro.

Since it has been noticed that this subsector lacks professional human resources, it will be possible to
implement projected measures within envisaged deadlines only if extemal expert support is timely
ensured to MSDT (as EU technical support).

Spedial attention will be paid to the transposition and implementation of the so-called special waste
streams and through the creation of the planned Study on special waste flows to find the best model
for the establishment of extended producer responsibility.
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TABLE XXXII: TRANSPOSITION PLAN-WASTE MANAGEMENT

PLAN OF MEASURES FOR ACHIEVING FULL TRANSPOSITION

WASTE MANAGEMENT

L . Time limit for Technical
No. EU legislation Measure Institution . i Notes
transposition Assistance
Before the High level of
expirvofa transposition.
Amendments to piry Amendmentsto the
83 the Law MSDT short-term Law when needed.
period (1.5 Technical assistance
. . ears necessary for the
Directive y ) creation of the
2008/98/EC program for the
1 (Waste Necessary prevent!on .ofwa.s'te
. " generationidentifies
ramewor o
. . Amendments to/ the objectives and
Directive) . Up to 180 measures for the
84 adoptionofan MSDT days prevention of waste,
implementing act as well asindicators
for monitoring and
evaluating progress
achieved by applying
these measures.
Commission Before the
Regulation (EU) expiryofa
Amendments to
No.1357/2014 85 MSDT short-term
. the Law .
replacing Annex period(1.5
I11to Directive years)
2008/98/EC of
the European
. Amendments to
Parliamentand
2 ) the Law when
of the Council
needed
on wasteand Amendmentsto /
. . Up to 180
repealing 86 adoptionofan MSDT davs
certain implementing act Y
Directives
(Waste
Framework
Directive)
Commission
.. MSDT
Decision
2000/532/EC
3 (Wast Fullytransposed
aste MSDT
Framework
Directive)
Before the
expiryofa
Commission Amendments to Iy
o 87 MSDT short-term
Decision the Law i
period (1.5 Amendments to
2014/955/EU
4 years) the Law when
(Waste
Amendments to needed
Framework ] ]
. . the implementing Up to 180
Directive) 88 MSDT
act days
Council Before the
Directive expiryofa
Amendments to pITy High level of
5 1999/31/EC 89 MSDT short-term .
the Law . transposition
(Landfill of period (1.5
waste) years)
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Amendments to

. . Up to 180
90 the implementing | MSDT
days
act
High level of
. . transposition.
Council Dedision .
Amendments to Deadlineis
2003/33/EC . . Up to 180
91 the implementing | MSDT calculated fromthe
(Landfill of days .
act daywhenthis
waste) .
Action planenters
into force
Fullytransposed
Regulation (EC) (cooperationwitha
MONSTAT ) -
No. 2150/2002 view to aligning
(MSDT, .
(Waste regulationson
- Agency) .
statistics) collection of
information)
European Before the Partially
Parliamentand expiryofa transposed.
. Amendments to ]
Council 92 MSDT short-term Technical
] ) the Law ) )
Directive period (1.5 Necessary assistance
94/62/EC years) necessaryforthe
(Packagingand Amendmentsto / creationofthe
, . Up to 120 .
packaging 93 adoptionofan MSDT davs Studyon spedal
waste) implementing act Y waste flows.
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Before the

Highlytransposed.

A q tst expiryofa Technical
mendments to echnica
Directive 94 the L MSDT short-term ista
elaw assistance
2006/66/EC eriod (1.5
9 . P ( Necessary necessaryforthe
(Batteries and years) ]
creationofthe
accumulators) Amendmentsto / .
. Up to 180 Studyon spedal
95 adoptionofan MSDT
. . days waste flows
implementing act
Commission Before the
Regulation (EU) A q tst expiryofa
mendments to
No.493/2012 96 MSDT short-term )
. the Law . Technical
(Calculation of period(1.5 )
recycling years) assistance
necessaryforthe
10 | efficiencies of Necessary ) "
th i creationof the
e recyclin
yaing Amendmentsto / Studyon spedal
processes - . Up to 180
. 97 adoptionofan MSDT waste flows
waste batteries . . days
implementing act
and
accumulators)
Before the
c o A d tst expiryofa
ommission mendments to
ommiss! 98 MSDT short-term
Directive the Law .
period (1.5
11 93/86/EEC Nottransposed
(Labelling of years)
) & Amendmentsto /
Batteries) . Up to 180
99 adoptionofan MSDT g
ays
implementing act Y
Before the Partially
expiryofa transposed.
Amendments to
. . 100 MSDT short-term Technical
Directive the Law . )
period (1.5 assistance
12 2012/19/EU Necessary
(WEEE) years) necessaryforthe
Amendmentsto / Up to 180 creationofthe
(o}
101 adoptionofan MSDT dp Studyon spedal
ays
implementing act ¥ waste flows
Before the
iryof
Amendments to expiryora
102 MSDT short-term
Directive the Law .
period (1.5
13 | 2011/65/EU Nottransposed
years)
(RoHS)
Amendmentsto /
. Up to 180
103 adoptionofan MSDT davs
implementing act ¥
Before the Partially
iryof t d.
Amendments to expiryofa ranspose
104 MSDT short-term Amendments to
the Law )
period (1.5 the Law when
Directive years) needed. Ifthere
14 2000/53/EC N areno
ecessar
(end-of-ife ¥ amendments, the
vehicles) Amendmentsto / deadlineis
. Up to 180
105 adoptionofan MSDT days calculated fromthe

implementing act

daywhenthis
Action planenters
into force.
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Council

Amendmentsto /

Directive ) Up to 180 Highlytransposed.
15 106 adoptionofan MSDT
96/59/EC . . days
implementing act
(PCB/PCT)
Before the
expiryofa Poorlytransposed.
Amendments to ;
107 the L MSDT short-term Technical
Directive eraw period(1.5 assistance
16 | 2006/21/EC years) Necessary | pecessaryforthe
mining waste creationofthe
( g ) Amendmentsto / )
. Up to 180 Studyon spedal
108 adoptionofan MSDT
) . days waste flows.
implementing act
Before the Highlvt d
i ransposed.
expiryofa gy P
. Amendments to Technical
Council 109 MSDT short-term .
Directive the law eriod (1.5 assistance
irective ri .
17 P Necessary necessaryforthe
86/278/EEC years) .
creationofthe
(sewage sludge) Amendmentsto / .
) Up to 180 Studyon spedal
110 adoptionofan MSDT
) ) days waste flows.
implementing act
Before the Mostof the
expiryofa provisions ofthis
Amendments to .
111 MSDT short-term Regulationhave
the Law . )
period(1.5 been implemented
years) sincethe
Montenegroisa
signatory
Basel Convention.
National
procedures
prescribed bythe
Waste
. Management Law
Regulation (EC) and
No.1013/2006
18 o. / Necessary | cecondary
(shipments of .
legislation on
waste) Amendmentsto / .
. Up to 180 waste shipments
112 adoptionofan MSDT
‘mplementing act days were further
P & harmonized with
Regulation
1013/2006 / EC
and
otherrelevant EU
acquis.
Technical
assistance
necessaryforthe
further
harmonization.
Commission Before the
Regulation (EC) expiryofa
Amendments to
19 No. 1418/2007 113 MSDT short-term
. the Law i
(shipments of period (1.5
waste) years)
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Amendmentsto /
. Up to 180
114 adoptionofan MSDT g
ays
implementing act v
Before the The existing
MSDT, expiryofa competencesare
. . Amendments to .
Directive 115 MTMA (Port | short-term notclearly defined.
the Law . .
2000/59/EC (on Authority) period (1,5 Montenegroplans
portreception year) to definethe
20 | facilitiesfor Necessary | competencesby
ship-generated the end 0f2017.
Amendmentsto/ | MSDT, .
waste and cargo . Up to 180 Cooperation
. 116 adoptionofan MTMA (Port
residues) . . . days among competent
implementing act | Authority) e
authorities is
necessary.
Competence not
Amendments to defined.
Regulation (EU) the Lawand Montenegro will
21 | No.1257/2013 | 117 | adoptionof MSDT 4 years Necessary | determinethe
(ship recycling) implementing competent
acts authoritybythe
end of 2017.

5.3.2 Plan of Activities forImplementation of Legislation in the field of Waste Management

Planning documents for the implementation of regulations on waste management will envisage the
measures for implementing re-use and recyding and separated collection of waste material, such as:
paper, metal, plastics and glass from households, and the implementation of the principle “polluter
pays” according to which the producer of waste is responsible for covering the costs of waste
management, preventive action and repairing measures due to the negative impact of their plant or
activities on environment and human health. Date for full implementation of Waste Framework
Directive 2008/98/EC has been defined (see TABLE XXXIII: Implementation plan-Waste management),
according to the macroeconomic analysis presented in the second part of this document, and it
exceeds the timeframe of the National Waste Management Plan (2015-2020). Therefore, Montenegro
will address implementation of this Directive in two phases. First phase will be the implementation of
all the measures planned until 2020 by NWPM. Deadlines for implementation of the rest of the
measures aimed at achieving full implementation of the Directive will be determined after the
development of the planned DSIPs for specific directives (see TABLE XXXIII: Implementation plan-waste
management). According to the macroeconomic analysis and cost of alignment (chapter 3.3.2.4. of the
Economic part of the Strategy) full implementation of the EU acquis for waste management will be
achieved by 2035. Principle explained in 3.2.2. Establishing a timeframe is applied and minimum 20-
year period (2015-2035) isdetermined forthe full implementation of the WFD.

With regard to the implementation of Montenegrin regulations aligned with Directive 1999/31/EC on
landfill of waste, Montenegro will take into account goals related to the reduction of amounts of
disposed biodegradable waste on landfills, and re-use and recycing and prevention of waste
generation. Waste management princdiples have been applied, especially the hierarchy principle which
ensures the adherence to the priority order in waste management as follows: prevention of waste
generation, preparation for the re-use, recyding and other ways of processing (waste to energy) and
waste disposal. Regarding the above-mentioned, additional education of citizens has also been
planned related to waste separation, price incentives for citizens (pay as you throw) of municipal
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services for such activities and finding adequate market for the recyded raw materials. The date for
full implementation of Directive 1999/31/EC on Landfill of Waste has not been defined yet and it
exceeds the timeframe of the National Waste Management Plan (2015-2020), primarily due to
simultaneous remediation of unorganized waste dumps and in order to achieve the amount of
biodegradable municipal waste which is disposed to landfill referred to in Waste management Law
(35% of the total mass of biodegradable waste produced in 2010 shall be reached not later than by
2025) as an indicative year for the implementation of this directive is proposed 2025. Local
govemments are, according to National Waste Management Plan, required to produce a local waste
management plan, within six months from the adoption of this plan, which must have clear
responsibilities and instructions for selective waste collection at the municipal level, as well as
information about uncontrolled dumpsite and measures for their rehabilitation with clear mile stones.
Therefore, Montenegro will achieve full implementation of this Directive also in two phases. The first
phase until 2025, taking into account measures form the NWMP until 2020, and objectives envisaged
by the Waste Management Law regarding the biodegradable waste. Taking into account the
macroeconomic analysis and cost of alignment (chapter 3.3.2.4. of the Economic part of the Strategy)
with the EU acquis for waste management, second phase of implementation of the Directive
1999/31/EC will last until 2035, when the full implementation will be achieved.

Former implementation of the provisions of current legislation in Montenegro related to the
requirements of the Directive 2006/66/EC on waste batteries and accumulators has come down to the
collection and export of this type of waste, but it is also necessary to have other solutions in future in
case of incapability to export. As a consequence of this, in the forthcoming period Montenegro will
implement activities aimed at improvement of the system for undertaking, collecting and processing of
waste batteries and accumulators, primarily through implementation of the Regulation on detailed
criteria, amount and manner of paying a special fee for waste management, in order to start
implementing finandial responsibility of producers and importers as payment of a fee for the
management of this type of waste.

Directive 2000/53/EC on end-of-life vehicles has been highly transposed in the legal system of
Montenegro.

Regarding Directive 94/62/EC on packaging and packaging waste and Directive 2000/53/EC on waste
electrical and electronic equipment (WEEE), Montenegro will plan activities for the establishment of
the system for undertaking (take over waste equipment from the end user), collecting and processing
of waste.

Only after appropriate implementing acts are adopted it will be possible to plan and undertake the
measures for the implementation of legislation transposing Directive 2011/65/EU on the restriction of
the use of certain hazardous substances in electrical and electronic equipment, as well as the
measures for the implementation of legislation transposing Directive 2006/21/EC on mining waste.

Development of the Programme of soil analyses and Manual on the possibilities and manner of use of
processed sewage sludge has been planned with a view to implementing Montenegrin legislation
transposing Directive 86/278/EEC on the use of sewage sludge in agriculture. The organization of
trainings aimed at educating persons interested in the use of processed sewage sludge has been
conditioned by the consent of MARD for the use of processed sewage sludge in agriculture.

With a view to implementing the legislation transposing Directive 96/59/EC on disposal of
polychlorinated biphenyls (PCBs) and polychlorinated terphenyls (PCTs), the development of National

Plan for Disposal/Decontamination of Equipment containing PCB / PCT and PCB / PCT waste, has been
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planned as well as the creation of a manual for identification and safe handling of equipment
containing PCB/PCT for persons who carry out control and cancel from use PCB/PCT and PCB/PCT
waste, and training of inspectors for the improvement of system of inspector supervision in this
regard.

The division of competences for transposition and implementation of regulations aligned with
Directive 2000/59/EC (Ship-generated waste) and Regulations (EU) No. 1257/2013, as well as for
Directive 2009/16/EC (Waste ship recyding) has not been predsely defined yet. MSDT will initiate the
division of competences regarding the mentioned legislation. The Govemment of Montenegro will
take the decision based on the initiative of MSDT by the end of 2017.

TABLE XXXIII: IMPLEMENTATION PLAN — WASTE MANAGEMENT

PLAN OF PRIORITY MEASURES FOR IMPLEMENTATION OF LEGISLATION

WASTE MANAGEMENT

Time limit for

L Institutio . . | Technical
No. EU legislation Measure implementati i Notes
n assistance
on
| phase:implement
the measures defined
Directive bythe National National Waste
2008/98/EC Waste Management M ¢ Pl
Plan until 2020 MSDT 2035 anagement Fian
1 (Waste 50 Il bhase: achievi LGU Necessary of Montenegro
Framework thz szIe.ac Ieving 2015-2020
Directive) . . . Revision needed
implementation until
2035
| phase:implement
the measures defined
Directive bythe National National Waste
1999/31/EC Waste Management MSDT 2035 Management Plan
2 (Directive on 51 Plan until 2025 LGU Necessary of Montenegro
landfill of Il phase:achieving 2015-2020
waste) the full Revision needed
implementation until
2035
reponiio || TS
3 No.2150/2002 52 collectionon types MONSTAT 2018
(waste EPA
L and amounts of
statistics)
waste
Develop Directive
. . Specific
QDA;Z?/II\EIE Implementation Plan National Waste
. (DSIP) MSDT Management Plan
4 (Pa cl<kag|ngand >3 Implementthe LGU 2018 Necessary of Montenegro
packaging measures defined by 2015-2020
waste)

the NationalWaste
Management Plan
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Directive
2006/66/EC,
Regulation (EU)

Develop Directive
Specific
Implementation Plan
(DSIP)

Improve the system
forundertaking,
collecting and
processing of waste

National Waste

batteries and MSDT
No.493/2012 Management Plan
. . 54 accumulators and EPA 2018 Necessary
and Directive imolement financial AlA of Montenegro
93/86/EEC prement financia 2015-2020
A responsibility of
(batteriesand
producers and
accumulators) ; .
importers as paying
the fee for
management of this
type of wastein
compliance with
adopted Regulation
Develop Directive
Specific
Implementation Plan
(DSIP)
Establishan
appropriate system
forundertaking,
Directive collecting and
2012/19/EU processing of waste MSDT National Waste
(waste electrical batteries and Management Plan
. 55 EPA 2018 Necessary
and electronic accumulators and AlA of Montenegro
equipment- implement financial 2015-2020
WEEE) responsibility of
producers and
importers as paying
the fee for
management of this
type of wastein
compliance with
adoptedRegulation
Directive
2011/65/EU
(hazardous Develop Directive . .
. . Directive has not
substances in Specific
56 MSDT 2018 Necessary | been transposed

electricaland
electronic
equipment -
RoHS)

Implementation Plan
(DSIP)

yet
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Develop Directive
Specific

57 , MSDT 2017 Necessary
Implementation Plan
(DSIP)
Directive In agreement with
g 2000/53/EC (V producers and
end-oflife importers, establish
hicles - ELV) i MSDT
vehicles cg appropriate ?ystem EPA 2018 Necessary
forundertaking,
. AlA
collecting and
processing this
specifictype ofwaste
Development of Project
national planfor “Sustainable
59 d.isposal/de'oontamina MSDT 2016-2017 Necessary Ecological PCB
tion of equipment EPA Managementin
Directive comprising PCB and Montenegro”,
9 96/59/EC PCB waste (NIP) activitiesrelated to
(PCB/PCT) Creation ofa manual the
foridentification and MSDT implementation of
60 safe handling of PCB EPA 2017 Necessary | the Regulation (EC)
equipmentinline No. 850/2004 o
with NIP POPs
. . Develop Directive
Directive Specific MSDT Directive is not
10 2006/21/EC 61 . 2018 Necessary
o Implementation Plan ME transposed.
(Mining waste)
(DSIP)
Directive Reach common
86/278/EEC, agreementon MSDT Implementation of
11 Directive 62 conditions forthe use MARD 2018 regulations is on-
91/692/EEC of processed sewage going.
(Sewage sludge) sludge
Regulation (EC)
No.1013/2006
and Regulation .
Improve the issuance )
(EC) No. . . Implementation of
of permits forimport, . )
12 1418/2007 63 X EPA regulations is on-
) exportandtransitof ]
Regulation (EU) going.
waste
No.660/2014
(Shipment of
waste)
. . . . Directive is not
Directive Develop Directive MTMA &
) transposed.
2000/59/EC Specific MSDT .
13 (shi ed 64 imol tation Pl Port 2018 Necessary | Competence will
ship-generate mplementation Plan or
F; 8 DSpIP Authorit be defined by the
waste) (DSIP) uthorty end of 2017.
Regulation (EU)
No.1257/2013 ) )
. Define competences EU regulations
AND Regulation R
(EC) No of the institutions. have not been
) Develop Directive MSDT transposed yet.
14 1013/2006 and 65 . 2018 .
. ] Specific MTMA Competence will
Directive . :
Implementation Plan be defined by the
2009/16/EC
) (DSIP) end of 2017.
(Waste ship
recycling)
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5.3.3 Plan for Upgrading of Administrative Capacities

Insufficient human resources on all levels present a constraint in the process of establishing relations
in this area in the manner in which it functions in the EU member states. Administrative capacities will
be upgraded in all responsible institutions in the field of waste management. Particular attention will
be paid to the lack of professional human resources in the field of law and economics in MSDT and
EPA.

TABLE XXXIV: ADMINISTRATIVE CAPACITIES PLAN-WASTE MANAGEMENT

PLAN FOR UPGRADING OF ADMINISTRATIVE CAPACITIES

WASTE MANAGEMENT

No. of employees (posts according to job
Institution EU legislation classification rulebook)

2015 2016 2017 2018 2019 2020

Directive 2008/98/EC (Waste Framework Directive)
Directive 1999/31/EC (Directive on the landfill of waste)
Directive 94/62/EC(packagingand packaging waste)
Directive 2006/66/EC, Regulation (EU) No. 493/2012
and Directive 93/86/EEC (batteries and accumulators)
Directive 2012/19/EU (waste electrical and electronic
equipment - WEEE)

MSDT Directive 2011/65/EU (hazardous substances in 4 5 6 6 8 8
electricaland electronic equipment - RoHS)

Directive 2000/53/EC (e nd-of life ve hicles-ELV)
Directive 96/59/EC(PCB/PCT)

Directive 86/278/EEC, Directive 91/692/EEC (sewage
sludge)

Regulation (EC) No. 1013/2006 and Regulation (EC) No.
1418/2007 (shipments of waste)

Directive 2008/98/EC (Waste Framework Directive)
Directive 1999/31/EC(Directive on the landfill of waste)
Regulation (EC) No. 2150/2002 (waste statistics)
Directive 94/62/EC(Packaging and packaging waste)
Directive 2006/66/EC, Regulation (EU) No. 493/2012
and Directive 93/86/EEC (batteries and accumulators)
Directive 2012/19/EU (waste electrical and electronic
equipment - WEEE)

Directive 2011/65/EU (hazardous substances in
electricaland electronic equipment - RoHS)

Directive 2000/53/EC (e nd-of life ve hicles-ELV)
Directive 96/59/EC(PCB/PCT)

Directive 86/278/EEC, Directive 91/692/EEC (sewage
sludge)

Regulation (EC) No. 1013/2006 and Regulation (EC) No.
1418/2007 (shipments of waste)

Directive 2000/59/EC (ship-generated waste)
Regulation (EU) No. 2257/2013 and Regulation (EC) No.
1013/2006 and Directive 2009/16/EC (Waste ship
recycling)

EPA

Directive 2008/98/EC (Waste Framework Directive;
animal waste)

Directive 86/278/EEC, Directive 91/692/EEC (sewage
sludge)

MARD

ME Directive 2006/21/EC (mining waste)

Directive 2008/98/EC (Waste Framework Directive; on

MH
medical waste)

MONSTAT | Regulation (EC) No.2150/2002 (on waste statistics) 1 2 2 2 2 2
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TOTAL| 12 | 14 | 17 | 19 | 21 | 21 |

The table does not indude the upgrading of administrative capacities of AIA, which should be
implemented in compliance with Recommendation 2001/331/EC of the European Parliament and
Council. Current projection of upgrading of AIA administrative capacities needed for thorough and
effident implementation of Chapter 27: Environment and Climate Change is presented in separate
tables at the end of ChapterV (5.11).

5.4 WATER QUALITY
5.4.1 Plan of Activities for Transposition of Legislationin the Field of Water Quality

Following the adoption of remaining subordinate legal regulations by the end of 2018, Montenegrin
legislation will be fully harmonized with the Water Framework Directive and other EU Water Directives
(Table XXXV: Transposition plan — Water Quality). Also, by the 2" quarter of 2017 (see Table XXXV),
following the adoption of the Law on Urban Waste Water Management and subordinate legal
regulations pursuant to the Law (Regulation on agglomerations which will be adopted 6 months after
adoption of this Law and Regulations on establishment of sensitive areas) UWWT Directive will be fully
transposed into Montenegrin legal framework.

The first step in achieving a good inter-sector cooperation as far as full harmonization of national
legislation with EU legal regulations is concerned, is to have a more intense work in working groups
made of members from sectorsin charge of relevant EU regulations.

Ministry of Agriculture and Rural Development will be the responsible focus point and it will
coordinate with all activities for EU Water Directives transposition, with full support of all competent
institutions, on first place of MSTD, which are in charge or dealing with some parts of EU Water
Directives. Organisational structure of coordination will be done two months after adoption of
Strategy.

The second step will be to use expert assistance through TAIEX program for provision of assistance in
drafting of intricate acts and documents (these acts documents will be within the ownership of
Montenegrin administration) such as the Program of Monitoring of surface and groundwater status
and protected areas, Law on Urban Waste Water Management and subordinate legal regulations
pursuant to the Law. Restructuring of ideas in field of EU Water Directives harmonisation will be done
with help of experts from ICPDR, ISRBC, and neighbouring countries.

TABLE XXXV: TRANSPOSITION PLAN — WATER QUALITY

PLAN OF MEASURES FOR ACHIEVING FULL TRANSPOSITION

WATER QUALITY

Institutio | Time limit for Technical
EU legislation Measure . Assistanc Notes
o. n transposition e
Amendments to the Law 2nd quarter
67 MARD
Directive on Waters of 2018 Amendmen
2000/60/EC Adoption of ts to the
1 | (Water implementing acts Necessary Law on
) 3rd quarter of
Framework 68 (Plan of Protection of MARD 2018 Waters as
Directive -WFD) Waters against Pollution, needed
Rulebook of Water
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Quality Standards and
Criteria for Establishment
of Water Statusincluding
list of Priority Substances)

67 Amendments to the Law 2nd quarter | Necessary
on Waters of 2018
Commission Adoption of
Directive implementing acts
2009/90/EC (Amendments and MARD
(technical analyses 6o Supplements to the 3rd quarter of
and monitoring of Rulebook of Detailed 2018
waterstatus) Conditions for Legal
Persons who carry out
Water Quality Testing)
Adoption of the Law on Necessary
. . 4th quarter of
Directive 70 Urban Waste Waters 2016
91/271/EEC Management
(urban Adoption of MSDT &
wastewater implementing acts MARD
2nd quarter of
treatment - 71 (Rulebook of 2017
UWWT) Establishment of
Sensitive Areas)
Commission Adoption of the Law on Necessary
.. 4th quarter of
Decision 72 Urban Waste Waters MSDT 2016
2014/431/EU Management
(Formats of .
. Adoption of MARD & 2nd quarter
reporting - 73 . .
implementing acts MSDT of 2017
UWWT)
. 1st quarter of
67 Adoption of the Law MH
2017
Adoption of
implementing acts
(Program of Water
Quality Testing for Water
Supplyin Water Intake
Plants, Rulebook of
Council Directive Manner and Scope of
98/83/EC Testing of Quality of MH &
L o . 3rd quarter of
(Drinking water) 74 | Drinking Water, Sanitary | MARD/W 2018
and Technological Water, A
Irrigation and Bottled
Water, Rulebook of
Amendments and
Supplements to the
Rulebook of Detailed
SafetyRequirements for
Drinking Water)
Amendments to the Law 2nd quarter
67 MARD
on Waters of 2018
. . Adoption of
Directive . | i "
implementing acts
2006/7/EC P & ] Necessary
. (Rulebook of Detailed 3rd quarter of
(Bathing waters) 75 MARD

Content of the List of
Bathing Waters and
Participationof Publicin

2018
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the Preparation of the
List, List of Bathing
Waters)

Amendments to the Law 2nd quarter
67 MARD
on Waters of 2018
. . Adoption of
Directive . .
implementing acts
7 | 2006/118/EC (Rulebook of Wat ath rt p Necessary
ebook of Water artero
(Ground waters) 76 u. MARD au
Quality Standards and 2018
Criteria for Establishment
of Water Status)
Amendments to the Law 2nd quarter
67 MARD
on Waters of 2018
Adoption of
implementing acts
(Decision on
o Establishment of
Council Directive
8 | 91/676/EEC Vulnerable Areas, Necessar
] Rulebook of Criteria for 4th quarter of y
(Nitrates) 77 . MARD
Establishment of 2018
Vulnerable Areas,
Implementation of Amendmen
Monitoring of Nitrate ts to the
Concentration from Law on
Agricultural Sources) Waters as
Directive 67 Amendments to the Law MARD 2nd quarter needed
2008/105/EC on Waters of 2018
(environmental
9 . . Necessary
quality standards Adoption of 4th quarter of
. . 78 . . MARD
inthe field of implementing acts 2018
waterpolicy - EQS)
67 Amendments to the Law MARD & 2nd quarter
Directive on Waters M of 2018
10 | 2007/60/EC (Flood ] Necessary
risks) 29 Adoption of MARD & | 3rdquarter of
implementing acts Ml 2018
Directive Drafting and adoption of 2nd quarter
80 MSDT
2008/56/EC legal norms of 2018 Not
o
11 | (marine . . Necessary
Drafting and adoption of 3rd quarter of transposed
framework 81 ) ] MSDT
implementing act 2018
strategy, MSD)
Commission
Decision Drafting and adoption of Amendmen
12 82 ) & ) P MARD 2018 Necessary | ttothe Law
92/446/EEC implementing act
: . as needed
(Questionnaires)
5.4.2 Plan of Activities forImplementation of Legislation in the Field of Water Quality

Improvement of the monitoring of surface, underground and coastal (induding transitional) waters on
the territory of Montenegro, together with the establishment of a Program of measures, is the basis
for all further activities in the area of water resources management and preservation of their quality.

The drafting of RBMPs will be completed by the end of 2019. Within one year from their adoption,
planning, implementation and evaluation of a Program of measures for each individual river basin will

take place. The planning, implementation and evaluation of the programme of measures is an iterative
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process that will probably include the river basin management plan of the first, second (2027) and
further cycles and it is connected with UWWTD implementation period (Table XXXV1). Basic measures
will include control of pollution at source through the setting of emission limit values as well as
through the setting of environmental quality standards. The use of economic instruments, such as
water pricing, is part of the basic measures. Here, in particular, the 'polluter pays' principle will be
taken into account and it will be implemented until 2020. A very important document in the sense of
sustainable water management is the Water Management Strategy, which will be drafted by the end
of 2017. This document will establish long-term directions and objectives of water management and
quality preservation.

Implementation of environmental information system (EIS) which was launched in 2015 by EPA, which
will integrate all information from the sector and make them available for reference to all sectors,
represents another step towards ensuring sustainable environment and water resources management
in Montenegro, and it will be connected to the Water Information System (WIS) implemented by the
DW by the end of 2020.

In order to ensure full implementation of Directive 91/271/EEC related to urban waste water
treatment, the following will be done:

e The construction of infrastructure, previously envisaged by Strategic master plans
(construction of plants for waste water treatment, new sewage network, repairing of the
existing sewage system and the like) will be continued. The plan is to increase the current
number of 4 plants for waste water treatment and the portion of 67% of population connected
to sewage network in urban settlements to 14 plants by 2022 with fulfilling of UWWTD
standards, and 75-80% of the population. All planned plants for waste water treatment (of full
capacity) in the settlements with 2000 El (El — equivalent inhabitants) will be constructed by
2029, while percentage of population connected to sewage network will be higher than 90%
(the parts which will remain unconnected will be only those which do not have technical
capability or where connection is not finandally feasible in compliance with the Directive). The
implementation of this goal will be achieved in phases, while greater agglomeration and
vulnerable recipient agglomeration are prioritized and they will be implemented by 2022;

e The plan for implementing Directive 91/271/EEC related to urban waste water treatment will
be drafted by MSDT in cooperation with LGUs, following full transposition of this Directive into
the legal system of Montenegro, i.e. the adoption of enactments on agglomerations and
vulnerable areas, taking into account former implemented activities and previously adopted
strategic documents, completed project documentation and analysis of the situation and
needs on site. In this regard, it is necessary to update the calendar of works and investments
in defined agglomerations, as well as to consider the need to update master plans in the field
of waste waters atthe end of the second implementation phase (2019).

For the preparation of the River Basin Management Plan (RBMP) for Danube River Basin in
Montenegro Danube and Sava River Basin Management Plans prepared in accordance with WFD, and
under the coordination of ICPDR and ISRBC will be used to ensure consistency with the methodologies
and modalities of the project outputs as much as possible. Adriatic River Basin Management Plan will
be prepared with the same approach and in line with developed RBMPs of neighboring countries
(Croatia, Bosnia & Herzegovina).
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Improvement of the existing monitoring of surface, underground and coastal (including transitional)
waters on the territory of Montenegro, will be done in accordance with WFD until the end of 2019,
and establishment of a Program of measures will be done one year after adoption of River Basin
Management Plans.

Making of Hazards Maps and Flood Risk Maps, defining of areas significantly jeopardized by floods and
making of Flood Risk Management Plans for the Adriatic Sea Basin, and for the Danube Basin in
Montenegro will be done until the 2020. For Danube and Sava River Basin in Montenegro Flood Risk
Management Plans are done through ICPDR and Sava River Basin Commission, but they will need
update on national level.

Directive 2006/7/EC on bathing waters will be fully implemented by the improvement of monitoring
(identification of bathing waters, the length of bathing season, the establishment of monitoring
calendar), the assessment of quality of bathing waters and establishment of the profile of bathing
waters by the 2019.

The basis for the protection from water pollution caused by nitrates lies in the adherence to the Code
of Good Agricultural Practice adopted by MARD in 2013 prepared with the support of the World Bank.
Significant step is defining vulnerable zones and establishing the monitoring of surface and ground
waters. Montenegro should establish the network for monitoring of measures of concentration of
nitrates in surface and ground waters. Based on monitoring results, waters polluted by nitrates should
be identified or waters exposed to risk of pollution by nitrates from agricultural sources, while
vulnerable areas from which waters polluted by nitrates swell or filtrate into surface and ground
waters, should be determined. All activities for implementation will be in accordance with Nitrate
Directive, as well as C.GAP will be updated and enforced until the 2020, in coordination with
Agriculture Sector within MARD.

The improvement of monitoring of drinking water and reporting, as well as the control of water in
small water supply systems are significant for the implementation of regulations on the quality of
drinking water, aligned with the Directive on drinking water quality will be done untilthe end of 2017.

RBMPs geodatabase model will be established in Water Directorate until 2019. Database model, in a
form of geodatabase will be relevant for the storing of River Basin Management Plans data, and it will
be designed and structured in accordance to Water Framework Directive (WFD) Reporting Guidance
2016 v4.9, INSPIRE Directive and professional requirements, SavaGIS database model, DanubeGIS
database model. Geo dBase model will have open data exchange software, and reporting to EU
Commission, ICPDR, Sava Commission, providing datato EIS will be much more efficient.

Close link of the Directive on Marine Strategy Development and Water Framework Directive conditions
the cooperation of the sectors responsible for the implementation of these Directives. By 2020,
Montenegro will conduct the initial assessment of the current state of marine ecosystem and define
environmental goals and related indicators in order to achieve good environmental status. In addition
to this, the definition of the programme of measures for achievement or preservation of good
ecological status and monitoring programme will be carried out in order to satisfy all criteria and to
prevent overlapping of certain activities, which will be elaborated in detail via the projects to be
implemented. Implementation of these activities requires prior implementation of a monitoring
programme, on the basis of national regulations adopted in compliance with Artide 11 of the
Directive, as well as the adoption of the Marine Strategy of Montenegro in compliance with
requirements of Artide 5 of the Directive and establishment of regional cooperation in compliance

with Articles 5and 6 of the Directive.
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According by Law on Water Ministry of Agriculture is in charge for implementation of WFD and relative
water directives except UWWT, Marine Directive and Drinking Water Directive. Ministry of Agriculture
and Rural Development as a responsible focus point will coordinate with all activities related to
implementation of EU Water Directives, with full support of all competent institutions, in aim to
implement all directives by predicted periods intable below.

TABLE XXXVI: IMPLEMENTATION PLAN — WATER QUALITY

PLAN OF PRIORITY MEASURES FOR IMPLEMENTATION OF LEGISLATION

WATER QUALITY

Techn
Institu Time limit for ical
No. EU legislation Measure K . . . Note
tion implementation assist
ance
IPA
funds
. . alrea
Development of river basin
29 WA 2019 dy
management plans
progr
amm
ed
Implementation
will startone year
afteradoption of
RBMP and basic
measures will be
implemented until
2020
(implementation
30 Programe of measures WA .
of POMis an
Directi iterative process
irective
and POM full
2000/60/EC . .
implementation
(Water . - .
1 willbein line with
Framework .
Directi planned period of
irective - UWWTD
WFD) . .
implementation)
Development of Water MARD
31 2017
Management Strategy WA
IPA
funds
Ire
Establishment of water WA airea
32 . . 2020 dy
information system IHS
progr
amm
ed
Establishment of monitoring of IHS IPA
33 surface, ground and coastal WA 2019 funds
(including transitional) waters EPA alrea
d
Establishment of measuring royr
34 | stationsforsurfaceandground IHS 2019 gmrgn
waters
ed
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Commission

Directive Providi lit /
roviding quality assurance
2009/90/EC cing quality IHS
. quality control forthe
(technical 35 o . EPA 2018
monitoring of water quality (QA
analysesand
oo /Qq)
monitoringof
waterstatus)
L . Project
. . Revision of Strategic Master .
Directive applicationis
Plan anddevelopment of
91/271/EEC . . . under
b Directive Specific MSDT IPA reparation for
i
(urban 36 Implementation Plan (DSIP) 2017 neces p P .
wastewater . " LGU financing from
with the definition of sary .
treatment - . Operational
agglomerations and vulnerable
UWWT)and Programe
areas
Decision 2012-2013.
2014/431/EU Activities by IPA
(Formats of 37 Follow-up ofconstruction of MSDT | revised Strategic neces
reporting - urban infrastructure LGU Master Plan - sar
UWWT) 2035 4
38 Preparation ofreports MSDT Annual reports
Improvement ofthe control of
Council drinking water quality (control MH
unet 39 g water quality | 2017
Directive of smallvillage water supply PHI
98/83/EC systems)
(Drinking Follow-up of construction of N IPA
. MSDT Activities by
water) 40 urban infrastructure forthe neces
. LGU Master Plan
supplyof drinking water sary
Establishment of the monitoring HIS IPA
Directive 41 of bathing waters in compliance ZMC 2019 neces
2006/7/EC with the Directive sary
(Bathing Strengthening of laboratory IHS IPA
waters) 42 capacities for monitoring and EPA 2019 neces
reporting czMmC sary
Definition of ground water
43 . WA 2017
bodies
. . IPA
Directive
funds
2006/118/EC .
Establishment of the network of alrea
(Ground . . WA
44 | measuringstationand 2019 dy
waters) . IHS
monitoringof ground waters progr
amm
ed
Determination of vulnerable
45 WA 2020
zones
Development (preparation,
. definitionandimplementation) | Direct
Council .
. . ofactionplansforall orate
Directive .
determined vulnerable zones, for
91/676/EEC - -
. 46 Identification of water polluted, | Agricul 2020
(Nitrates) ) )
oratrisk of pollution, ture,
Establishment of action WD-
programmes, National MARD

monitoringand reporting
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Directive
IPA
2008/105/EC
. funds
(environmental
) o WA alrea
quality Improvement of monitoringand
8 oo ndards 47 i . IHS 2020 dy
standardsin reporting system
EPA rogr
the field of prog
. amm
water policy -
ed
EQS)
Development of preliminary
48 . WA 2018
flood riskassessment
. . Determination of areas of MARD 2019
Directive 49 o .
potential significant flood risks
9 2007/60/EC - IPA
. Preparation offlood hazard WA 2020
(Floodrisks) 50 . neces
maps andflood risks maps sary
51 Development of flood risk WA 2020
management plans
L.Initial
assessment of the
status of marine
ecosystem
2.Determination
of the GES 1. 2017-
characteristics 2018
Directive evelopm 3.Determination 2.2018
2008/56/EC ent of the .fth Ist MSDT 2017 3.2018
: of the goalsto . - neces
10| (marine 49 | Marne hi . GES EPA ) 2019
achieve sar
framework Strategy 2020 y
4.Development of 4.2019
strategy, MSD) L
the monitoring 5.2020
programme of
marine
environment
5. Development
of the Programme
of Measures
2nd
Drafting and Not
. . . quart | Necessar
Directive 80 adoptionoflegal MSDT trans
er of v
2008/56/EC norms posed
, 2018
11 (marine
3rd
framework Drafting and rt
ua
strategy, MSD) 81 adoption of MSDT g ¢
ero
implementing act
2018
Amen
- dmen
Commission
. . tto
Decision Drafting and N th
ecessar e
12 92/446/EEC 82 adoption of MARD 2018 La
w
(Questionnaire implementing act y as
s
) need
ed

5.4.3 Plan for Upgrading Administrative Capacities

The field of water quality in Montenegro lacks adequate administrative capadities for carrying out the
duties of transposition and implementation of Montenegrin legislation alighed with EU acquis. The text
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that follows provides a presentation of the plan for upgrading of administrative capacities within the
existing institutions and they will be responsible for full and correct transposition and implementation
of EU water acquis.

The plan for upgrading administrative capacities has been prepared based on the existing organization
of water sector in Montenegro as to respond to the needs for transposition which are identified in 4.1
and implementation which are identified in 4.2 of this document.

TABLE XXXVII: PLAN FOR UPGRADING OF ADMINISTRATIVE CAPACITIES-WATER QUALITY

PLAN FOR UPGRADING OF ADMINISTRATIVE CAPACITIES

WATER QUALITY

No. of employees (posts according to job
Institution EU legislation classification rulebook)

2015 | 2016 | 2017 | 2018 | 2019 | 2020

Water Framework Directive 2000/60/EC

Directive 2009/90/EC on technical spedfications for
chemicalanalysesand monitoring of water status
Directive 91/271/EEC related urban wastewater
treatment

Directive 2006/7/ ECon bathing waters management
Directive 2006/118/EC for the protection of ground
MARD ) 5 9 9 9 9 9
waters from pollution

Directive 91/676/EEC on the protection of waters from
the pollution by nitrates fromagriculturalsources
Directive  2008/105/EC  environmental quality
standardsin the field of water policy

Directive 2007/60/ on the assessment and
management of flood risks

Water Framework Directive 2000/60/EC

Directive 2008/105/EC on environmental quality
standardsin the field of water policy

Directive 2006/118/EC for the protection of ground
waters from pollution

WA Directive 2007/60/ on the assessment and
management of flood risks

Directive 2009/90/EC on technical spedfications for
chemicalanalysesand monitoring of water status
Directive 2006/7/ ECon bathing waters management
Directive 91/676/EEC on the protection of waters from
the pollution by nitrates fromagriculturalsources

Directive 91/271/EEC (UWWTD - urban water
services)

MsDT Directive 2008/56/ECon Marine Strategy 3 5 5 5 5 5
Water Framework Directive 2000/60/EC (WFD -urban
waterservices)

EPA Water Framework Directive 2000/60/EC 1 2 2 2 2 2

MH Directive 98/83/ECondrinking water 2 3 3 3 3 3

PHI* Directive 98/83/ECondrinking water 16 16 16 16 16 16

Water Framework Directive 2000/60/EC

Directive 2008/105/EC on environmental quality
standardsin the field of water policy

Directive 2009/90/EC on technical spedfications for

IMB
Institute for
Marine Biology
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chemicalanalysesand monitoring of water status
Directive 2008/56/ECon Marine Strategy

Coastal
Directive 2006/7/ ECon bathing waters management
Management . . . 2 2 2 2 2 2
7 Directive 2008/56/EC on Marine Strategy
one

Water Framework Directive 2000/60/EC

Directive 2008/105/EC on environmental quality
standards in the field of water policy

Directive 2006/118/EC for the protection of ground
IHS waters from pollution 4 6 7 8 9 10
Directive  2007/60/ on the assessment and
management of flood risks

Directive 2009/90/EC on technical spedfications for
chemicalanalysesand monitoring of water status

Water Framework Directive 2000/60/EC
Directive 2009/90/EC on technical spedfications for
chemicalanalysesand monitoring of water status
Directive 91/271/EEC related to urban waste water
treatment
3 Directive 2006/7/ ECon bathing waters management
AlA - Directorate . . .
Directive 2006/118/EC for the protection of ground

for Water . 2 3 4 5 6 7
| i waters from pollution
nspection
P Directive 91/676/EEC on the protection of waters from
the pollutionbynitrates fromagriculturalsources
Directive 2008/105/EC on environmental quality
standardsin the field of water policy
Directive 2007/60/ on the assessment and

management of flood risks

AlA - Sanitary

Inspection®* Directive 98/83/ECondrinking water 13 20 28 30 32 34

TOTAL*** 23 39 43 46 49 52

*PHI—the employees of the Institute, besides othertasks, perform the analysis of the quality of drinking water.

**Planned number of employees according to job classification rulebook, but it is important to note that within AIA - Sanitary Inspection, no
employeeisexclusively responsible for the field of drinking water quality, butthey also cover many other areas.

***Without PHI —PublicHealth Institute and AIA—Sanitary Inspection

The Plan for upgrading of administrative capacities presents also the current number of increase of
capacities of inspectors for water in AIA — Directorate for Water Inspection, by 2020. Current
projection of the strengthening of administrative capacities of AIA needed for the full and efficient
implementation of Chapter 27: Environment Climate Change is presentedin separate tables at the end
of ChapterV (5.11).

Ministry of Agriculture and Rural Development will establish the Working Expert Group on Water in a
month upon this Strategy adoptionin order to ensure implementation of this Strategy and Action Plan.
It will be permanent technical body for which regular meetings will be convened on weekly basis and
which will be constantly active in meantime by relaying on on-line forms of communications.
Important impetus to the improvement of coordination competent authorities will be generated by
regular monitoring and evaluation of the results in fulfilling their obligations which are defined in this
Strategy and Action Plan. Those problems which will not be possible to resolve at expert level Working
Expert Group will submit for consideration to the Minister level of responsible Ministry of Agriculture
and Rural Development.
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5.5 NATURE PROTECTION

5.5.1

Plan of Activities for Transposition of Legislation in the Field of Nature Protection

In the nature protection subsector total of 32 measures have been identified to achieve full alignment

of Montenegrin regulations with the EU acquis, as indicated in Table XXXVIII. Those measures will be
implemented within maximum 42 months (from the date of entering into force of the Strategy and

AP). However, significant number of measures will be implemented within the first 18 months of the
implementation period. The implementation of several measures envisages a deadline of 30 months,

whereas a period of 42 months has been envisaged only for implementation of two measures.
Detailed explanation of the plan for achieving full transposition of EU acquis in sub-sector of nature

protectionisgiveninthe textbellowthe Table XXXVIII.

TABLE XXXVIII: TRANSPOSITION PLAN — NATURE PROTECTION

PLAN OF MEASURES FOR ACHIEVING FULL TRANSPOSITION

NATURE PROTECTION

X o Time limit for Technical
No. EU regulation Measure Institution L. . Note
transposition assistance
Adoptio.n of MSDT 2n quarter of The goalis to achieve
Council Directive 153 | appropriate & 2017 full transposition;
1 | s2/a3/eEC law provisions MARD Application of a general
(Habitats) Adoption of MSDT measure forimproved
154 implementing & 2017 inter—institutional
acts MARD cooperation
Adoptionof MSDT nd ter of ) )
155 appropriate & naquartero The goalis to achieve
Directive law provisions MARD 2017 full transposition;

2 2009/147/EC Adoption of VSDT Application of a general
(Wildbirds) . . measure forinter—

156 | implementing & 2017 institutional fion
acts MARD institutional cooperatio
Adoptionof MARD & ) )

157 | appropriate MSDT 2019 The goalis t°_ ?Ch'e"e

3 | Coundil Directive NG appliationof s genera
1999/22/EC (Zoo) Adoption of MARD & PP 'ag

. . measure forinter—
158 implementing MSDT 2019 . L .
institutional cooperation
acts
. MSDT
159 Adoptlo.n of g 2nd quarter of The goalis to achieve
Council appropriate CA 2017 full alignment;

4 Regulation (EC) law provisions Application of a general

No 338/97 (CITES) Adoption of MSDT measure forinter—
160 implementing & 2017 institutional cooperation
acts CA
. MSDT
o 161 Adoptionof & 2nd quarter of The goalisto achieve
Commission appropriate 2017 full alignment;

5 Regulation (EC) law provisions A Application of’a eneral
No 865/2006 PP 'ag
(CITES) : measure forinter—

Adoption of MSDT institutional cooperation
162 implementing & 2017
acts CA
Commission The goalis to achieve
. . MSDT .

6 Implementing 163 Adoptionof & 2nd quarter of full alignment;
Regulation (EU) appropriate CA 2017 Application of a general
No 792/2012 law provisions measure forinter—
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(CITES) Adoptionof MSDT institutional cooperation
164 | implementing & 2017
acts CA
MSDT
. Adoptionof 2nd quarter of The goalis to achieve
Commission 165 . & .
A appropriate 2017 full alignment;

Regulation (EU) . CA Lo

7 No 791/2012 law provisions Application of a general
(CCIJTES) Adoptionof MSDT measure forinter—

166 implementing & 2017 institutional cooperation
acts CA
Adoptionof MSDT, nd quarter
) 167 | appropriate MARD & q The goal is to achieve
Regulation (EU) 2018 ;
law provisions MTMA fullalignment;
1143/2014 Lo

8 ( - i Application of a general

. n;/iiz;/)ea en Adoption of MSDT, measure forinter—
P 168 | implementing MARD & | 2018 institutional cooperation
acts MTMA
Adoptionof
A . . MSDT, 2nd quarter of
Council Directive | 169 | appropriate cA 2017
83/129/EEC law provisions The goal is to achieve
(imports ofskins MSDT, fullalignment;

9 of certain seal . CA Applicationof a general
pups and Adolr)tlon Of measure forinter—
products derived 170 | implementing 2017 institutional cooperation

acts
therefrom)
Adoption of MEDT, ggd quarter of
: A 17 . .
. 171 appropriate The goalis to achieve
Regulation (EC) law provisions fullaglignment'
10 No 1007/2009 Application of'a eneral
(trade in seal : MSDT, 2017 PP . §
roducts) Adoption of CA measure forinter—
P 172 | implementing institutional cooperation
acts
. Adoption of MARD & 2nd quarter
Council 173 appropriate MSDT 2018 The goalis to achieve
Regulation (EEC) pprop . .
No 3254/91 law provisions fuIIalllgn'ment,

11 (prohibitingthe Application of a general
upse ofle hild Adoptionof MARD & measure forinter—

g 174 | implementing MSDT 2018 institutional cooperation
traps) acts
Council Adoptlop of MARD & 2nd quarter The goalis to achieve

. 175 appropriate MSDT .
Regulation (EC) law provisions 2018 fullalignment;

12 No 2173/2005 Adoption of VIARD & Application qfa general
(FLEGT, 176 imol ti MSDT 2018 measure forinter—
establishment) ;th ementing institutional cooperation

Adoptionof MARD &
Commission 177 | a fo Hate MSDT 2nd quarter The goalis to achieve
Regulation (EC) Iapvf/) ch))visions 2018 full alignment;

13 No 1024/2008 P Application of a general
(FLEGT, Adoption of MARD & measure forinter—
implementation) | 17g implementing MSDT 2018 institutional cooperation

acts
. Adoptionof MARD & . .
Regulation (EU) 179 appropriate MSDT 2nd quarter The goalis to achieve
No 995/2010 Iapvfl’ rzvisions 2018 full alignment;
14 (Timber, ~d pt' ; ARD & Application of a general
obligations of optiono measure forinter—
'8at 180 | implementing | MSDT | 2018 measure fort .
operators) acts institutional cooperation
Commission Adoptionof The goalis to achieve
. MARD & 2nd quarter .
15 Delegated 181 | appropriate MSDT 2018 fullalignment;

Regulation (EU)

law provisions

Applicationof a general
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No 363/2012 Adobtion of measure forinter—

(Timber, . P . MARD & institutional cooperation
L 182 implementing 2018

monitoring MSDT
R acts

organizations)

Commission Adoptionof

Implementin 183 | a fo riate MARD & 2nd quarter The goalis to achieve

plementng ppropriat MSDT 2019 full alignment;

16 | Resulation(EU) law provisions Application of a general
No 607/2012 — pp ono tg
(Timber, due Adortlon 0. MARD & mifi::jtrﬁ)nz Icrc]Joereration
diligence system) 184 ;th ementing MSDT 2019 p

The explanation of the plan for achieving full transposition of EU acquis in sub-sector of nature
protectionisgiven bellow:

e Measures 153 and 155 — These measures will be realized by adoption of new Law on Nature
Protection. The Proposal of this Law was adopted by Government in December 2015. Now it is
inthe procedure of adoption by the Parliament of Montenegro.

e Measures 154 and 156 - As to enforce implementation of the Law on Nature Protection and
enable full transposition of the Council Directive 92/43/EEC (Habitats) and Directive
2009/147/EC (Wild birds), a number of implementing acts will be prepared and adopted.
Realization of measures 154 and 156 implies adoption of the implementing acts as follows:

- Rulebook on the criteriafor determining the ecological network (2017)
- Rulebook on the content of studies on appropriate assessment (2017)

- Rulebook on the manner and conditions of collection, use and transport method, monitoring
the state of populations and the list of spedes of wild animals, plants and fungi, which are used for
commercial purposes with quotas (2017)

- A list of types of habitats and species induding bird species, priority habitat types and species
for which sites of ecological network should be determinate (2017)

- The criteriafor determining the sites of ecological network (2017)

- List of wild bird spedes that can be offered for sale live or dead, transport and hold for sale
and offering for sale and their any recognizable parts or derivatives sold if they are killed, captured or
acquiredinaccordance with Law on Nature Protection and the Law on Wildlife and Hunting (2020)

- The act on ecological network with the borders for each site, information on the targeted
spedes and habitats, manager unit of each site, as well as measures of protection and conservation of
the ecological network (2020.)

All above listed implementing acts will be adopted in 6 months after adoption of the Low of Nature
Protection except the last two for which timeline for adoption will be determined in the process of
negotiation, but until 2020 as the expected date of accession of Montenegro to EU at latest.

It is important to state that full transposition of the Directive 2009/147/EC (Wild birds) requires
amendments to the Law on Wildlife and Hunting (“Off. Gazette of MNE”, no. 52/08 and 48/15) and
amendments to the Rulebook on hunting seasons (“Off. Gazette of MNE”, no. 60/10), that will be
completedin 2018 by MARD.
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Measures 157 and 158 — The content and form of appropriate law provisions and related
implementing acts will be defined one year upon adoption of this Strategy and its Action Plan
as to achieve full transposition of the Council Directive 1999/22/EC (Zoo) in 2 years upon its
adoption.

Measures 159, 160, 161, 162, 163, 164, 165 and 166 — The appropriate legal provisions for
transposition of the Council Regulation (EC) No 338/97 (CITES), Commission Regulation (EC) No
865/2006 (CITES), Commission Implementing Regulation (EU) No 792/2012 (CITES) and
Commission Regulation (EU) No 791/2012 (CITES) will be established by the Law on Nature
Protection which is in the process of adoption, while implementing act will be provided by
adoption of the Rulebook on detailed conditions for traffic, transit, trade , way of treatment of
animals during transport, spedes for which the license is issued, the type for which the import
or export is banned, suspended or restricted, license forms, content and manner of filing
notice on import and license request, the method of keeping of confiscated spedes, the
method of marking of wild species of animals and shipments of mushrooms or plants, the
content and manner of keeping the register of issued licenses 6 months upon adoption of the
Law on Nature Protection.

Measures 167 and 168 — The appropriate legal provisions for transposition of the Regulation
(EU) 1143/2014 (Invasive alien species) will be established by development of new Law on
Invasive Spedes in 2 years upon adoption of this Strategy and its Action Plan and 6 months
laterthe implementing act will be adopted as to enable this Law implementation.

Measures 169, 170, 171 and 172 -The appropriate legal provisions for transposition of the
Council Directive 83/129/EEC (imports of skins of certain seal pups and products derived
therefrom) and the Regulation (EC) No 1007/2009 (trade in seal products) will be established
by new Law on Nature Protection which is in the process of adoption. The implementing act
will be provided by adoption of the Rulebook on detailed conditions for traffic, transit, trade,
way of treatment of animals during transport, species for which the license is issued, the type
for which the import or export is banned, suspended or restricted, license forms, content and
manner of filing notice on import and license request , the method of keeping of confiscated
spedes, the method of marking of wild species of animals and shipments of mushrooms or
plants, the content and manner of keeping the register of issued licenses 6 months upon
adoption of the Law on Nature Protection.

Measures 173 and 174 — The appropriate legal provisions for transposition of the Council
Regulation (EEC) No 3254/91 (prohibiting the use of leghold traps) will be established by new
Law on Nature Protection. Legal provisions are also provided in the Law on Wildlife and
Hunting (“Off. Gazette of MNE”, no. 52/08 and 48/15) which has to be amended as to make its
harmonization with Regulation. Full transposition will be provided by adoption of
implementing act - Rulebook on detailed conditions for traffic, transit, trade, way of treatment
of animals during transport, species for which the license is issued, the type for which the
import or export is banned, suspended or restricted, license forms, content and manner of
filing notice on import and license request, the method of keeping of confiscated species, the
method of marking of wild species of animals and shipments of mushrooms or plants, the
content and manner of keeping the register of issued licenses 6 months upon adoption of the
Law on Nature Protection.
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e Measures 175, 176, 177, 178, 179, 180, 181, 182, 183 and 184 — The appropriate legal
provisions for transposition of the Council Regulation (EC) No 2173/2005 (FLEGT,
establishment), Commission Regulation (EC) No 1024/2008 (FLEGT, implementation),
Regulation (EU) No 995/2010 (Timber, obligations of operators), Commission Delegated
Regulation (EU) No 363/2012 (Timber, monitoring organizations) will be provided by
amendments of the Law on Forests (“Off. Gazette of MNE”, 47/2015) in period of 2-3 years
upon this Strategy and its Action Plan adoption. Full transposition of the legal provisions will
be provided by adoption of the Licencing Plan as the implementing act 6 months upon
adoption of the amendments of the Law on Forests.

5.5.2  Plan of Activities for Implementation of Legislationin the Field of Nature Protection

As it is presented in 5.1 harmonization of existing legislation in Montenegro with EU acquis in nature
protection sub-sector will be significantly increased by adoption of new Law on Nature Protection
which is now in the procedure of adoption by the Parliament of Montenegro. Therefore, in this
planning phase a detailed Plan of priority actions for implementation of the legislation harmonized
with the acquis cannot be presented. However it is possible to provide Action Plan which defines
development and implementation of the most important activities as toimplement 4 Directives and 12
Regulations in nature protection sub-sector: establishment of Natura 2000 network and preparation
and implementation of specific plan for implementation of the directives and regulations. Further
Action Plan provides detailed elaboration of these activities through a number of actions which follow
structure and content of EU nature protection acquis related requirements. For development of the
spedfic implementation plans the funds will be provided in the budget for 2017 as to enable us to start
with their implementation in 2017. The structure and content of actions follow the needs and gaps
related to capacities to implement EU acquis in nature protection sub-sector which are presented in
5.2.

TABLE XXXIX: ACTION PLAN — NATURE PROTECTION

PLAN OF PRIORITY MEASURES FOR IMPLEMENTATION OF LEGISLATION

NATURE PROTECTION

No.

EU

regulation

.. A Deadline of Technical
Activity . Institution . eadline o' e‘.: ca Note
Actions implementation assistance
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Directive
92/43/EEC
(Habitats)

89

Directive
2009/147/E
C (wild
birds)

90

Establish
Natura
2000
network

Create the basis for field
researches in
preparatory

phase of the process of
Natura 2000
establishment (increase
knowledge on
obligations related to
establishment of Natura
2000; finalize habitats
and spedes reference
lists;  set up the
boundaries of
biogeographical regions
and possible amendment
s of the Annexes; define
the concept of Natura
2000 in
Montenegro; confirm
national pSCl and SPA
selection methodol ogy
and criteria)

Collect data to prepare

proposal of pSCl and
SPA (prepare invwentory
of sites -field habitat
ma pping and
field species data
gathering);

Validate data and make
gap analyses

Prepare SDF and each
pSCl and SPA

Define
measures
for conservation of
proposed pSCl and SPA

general

Adopt national Decision
on ecological network
(see transposition table
XXXVIII, measure 156)

MSDT
EPA

MSDT, EPA,
MARD, local
authorities, IA,
PENP and
PECM

2016

2020

2016~
2017

2016-
2020

2019

2019-
2020

2020

2020

Necessary

IPA project:

Europe Aid
137266/DH/SER/ME
has beenlaunched in
April 2016 and will
provide key technical
assistance for
realization of the
actions listedunder
activity “Establishment
of Natura 2000
network”.

MSDT has initiatedand
realizeda number of
actions withtheaimto
support establishment
of Natura 2000
network. Itisimportant
to mention2important
project proposals which
are inthe process of
consideration by UNEP
as to submitthem to
GEF forapprovalin
2016:

-Promoting Protected
Areas Management
through Integrated
Marine and Coastal
Ecosystems Protection
in CoastalArea of
Montenegro,
-Implementation of
Ecosystem Approach in
the Adriatic Sea
through Marine Spatial
Planning (ofrelevance
for MSFD, butalsofor
Habitat Directive).

Results of previously
realized projectsin

the framework of
implementation of
Barcelona

Conwention provide
significant

contribution to
establishment of
Natura 2000 network.

The results

of MEDMPAnet
projectand CAMP
Montenegrowhich
were realizedin
cooperation with
UNEP/MAP,
Regional Centre for
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Prepare for
establishment of the
system for monitoring
the conservation status
of habitats and species
(develop draft of the
monitoring plan)

2019-
2020

Establish a system to
ensure reporting on
implementation of
Directive

Strengthen
administrative
capacities (appropriate
assessment procedures,
trainings and pilot cases,
measures of protection,

management

of sites, enforcement,
monitoring and
reporting

methodologies)

2020

2016-
2020

Define measures to
ensure that bird
populations are
maintained at
appropriate levels, both
inside and outside SPA;
define measures to
protect the habitats of
Annex | species and
regularly occurring
migratory species;

2019.
2020.

Special Protection
Areas (SPARAC) and
Priority Action
Programme

Regional Activity Centre
are relevant

for marine and coastal
biodiversity.

In the framework of
bilateral
cooperationwith the
Italian Ministry forthe
Environment, Land and
Sea underthea
number of coastal

and marine biodiversity
related projects have
been realized, such as
"Establishment of
protected marine

area Katicin
Montenegroand
assessment of

marine and coastal
ecosystems along

the coast" (MPA2
project).

These projects,
among other
results, enabled
identification ofthe
mostimportantand
most precious zones
for protection of
marine ecosystems (7
signifiant zones
have been
recommended, GIS
database has been
created which may
serve asthe basis
forfurther
developmentand
revalidation,
vulnerability
assessment have been
done, etc.).

The Project
“Mappingof key
marine habitats in the
Mediterranean and
promotingtheir
conservation
through the
establishment of
Specially Protected
Areas of Mediterranean
Importance (SPAMI) -
(MEDKEYHABITATS
project)isinthe
process of
finalizationin
cooperation with
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SPA/RAC (detailed
mapping ofhabitats in
the two selected
marine pilot sites).

Withinthe
framework of IPA
project “Cross
Border Marine
Natura 2000 Mapping,
Monitoring and
Management-4M
project” mappingof
habitatandspecies
atone additional

site will be conducted.

Define animals relevant
for keeping in zoo and

determine  derogations
for small zoo by using 2017
experience from EU and
Prepare MSs (with assistance of
andp an expert from EU/MS)
Dire ctive implement MSDT
1999/22/EC specific Establish licensing EPA 2017 2017
(keeping of | 91 plan for | system for zoo AFSVPA - Necessary
wild animals |m_plement Improve cooperation 1A 2018
. ation of s Local
inzoos) th and coordination authorities 2017
d'e i between res ponsible u "
(g:fp)we authorities
Improve system  of
keeping records in zoo 2017
register
Establish the rescue
centre for wild animals 2018
Prepare
and
|mplfer.nent 2017,
specific
implement
at.ion plan | prepare training plan
Regulation Wlt.h. staff
5 | | mnne
338/97, N
Re {Jlation Environme 207
(ECg) no nel MSDT 2020.
. Protection Implement training plan
865/2006, MF- Customs 2017
/ . Agency, . .
Regulation 92 Ministry of | Provide additional | Administration - Necessary
(EU) no. Finance — | necessary infrastructure | - In§pect|c?n 2020 | 2019.-
792/20}2, Customs (rescue  centre, and | @dministration 2020.
Regulation Administrat | @dequate equipment at
(EV) no. ion, borders where
791/2012, Administrat | confiscated spedes of
(CITES) ion for | wild flora and fauna can
Inspe ction be safelypreserved)
Affairs
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Define national list of

invasive alien species 2018
Prepare comprehensive
analysis of the pathways
of unintentional
introduction and spread
. . . . MSDT
of invasive alien species
in territory of
Regulation Prepare Montene;yro MTMA 2019
(EV) ?r:ilement METDQD 2018
(1;‘\‘1 ?\214 93 | specific VA - Necessary
. implement 1A 2020
alien ation plan. | Establish and apply CA
species) effective management | phytosanitary
measures for invasive | administration
alien species 2019
Establish a surveillance
system of invasive alien
species 2020
Directive Provide appropriate
83/129/EEC staffing arrangements of
(importation the custom o_ff_lcers and 2017
of skins of necessary trainings
certain seal related to inspection of
pups and shipments
products
derived
therefrom)
Strengthen  capacities
for identification of seal
Prepare an roducts
d : MSDT 2017
implement EPA 2017
94 | specific CA - Necessary
implement 1A 2020
Regulation ation plan Establish monitor.in.g PA
(EQ) no. system to  prohibit
1007/2009 import of seal products
. and to enable
(Trade in L 2018
seal application of
products) requisite import
procedures by the
customs departments
Prevent commercial
import of products 2020

listed in the Annex
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Prohibit import of pelts
and goods from
countries other than 2017
those listed in the
Annex to Decision
98/596 EC
Strengthen enforcement
Council system 2017
Regulation
(EEC) no. Regulate MARD FA 2017
3254/91 the Implement certification MSDT -
8 o 95 implement P i 1A Necessary
(prohibiting . procedure for imports of 2018 2018
ation more CA
the use of recisel pelts and goods (Art. 4) PA
leghold precisely
traps)
Implement an effective
monitoring and 2018
enforcement system
Regulation Prevent illegal cross-
(EC) no. Pre;pare border activities and
2173/2005 ?n provide improved MARD FA 2017
and mplgr:nent coordination of border 1A 2017
9 . 96 | specific . CA - Necessary
Regulation X services
implement PA 2018
(EC) no. ation plan
1024/2008 Establish FLEGT licenses
(FLEGT) shame 2018
Prevent illegal cross-
border activities and
provide improved 2017
coordination of border
services
Regulation
(EU) no. Define areas that are
995/|20?0’ Prepare particularly vulnerable 0
Rigs)atlon and when it comes to illegal MARD FA 2017 2017
no. . . R
implement | logging and other illegal 1A
10 363/2012 97 specific activities A 2020 Necessary
and .
. implement PA
Regulation . .. -
(EU) no. ation plan | Define institution which
607/2012 is . re.spon5|ble. for
(«Timber») monitoring and |§s.umg 2018
of the certificate
documents
Establish forest
information system and
e . 2020
monitoring system logs
(bar codes)

5.5.3 Plan for Upgrading Administrative Capacities

Since existing administrative capacities in key institutions for transposition, implementation and
monitoring of implementation of legislation in nature protection sub-sector need to be upgraded,
Government of Montenegro is committed to address these needs as follows: 1) to recruit new
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employees; 2) to reorganize existing institutional organization with the aim to transfer competent
employees to foster administrative capacities in nature protection sub-sector, and 3) to use TAIEX
assistance. At present, existing administrative capacities cannot ensure the efficientimplementation of
the current national legislation in the area of nature protection, keeping in mind the fact that
significant regulations still have to be harmonized with EU regulations. Following capacity gaps which
are presented in 5.1 and 5.2 which are related both to transposition and implementation of EU nature
protection acquis the Plan for Upgrading of Administrative Capacities is developed. It is presented
below in Table XL. The projected increase in number of employees provides realistic plan to make
optimal use of existing capacities and to upgrade them with new employees. Significant improvements
may be achieved through reorganization of present institutional set up in the field of environmental
protection and its further upgrade by increasing a number of employees where necessary as to fully
apply present Classification Rulebook.

Administrative capacities both at national and local level will have to be significantly strengthened in
particular those related to application of appropriate assessment, compensatory measures and other
spedfic knowledge related to the proper application of EU Directives and Regulation in nature
protection subsctor, including the Habitat and the Bird directives with regards to establishment of the
NATURA 2000 network. Particular attention will be paid to developing strong inspection network
which is capable to enforce the prescribed protection regime in designated nature protected areas.
Training activities related to transposition of EU acquis will rely on all available instruments in the
process of accession of Montenegro to EU, but having focus on potentials of TAIEX and Twinning
programmes (necessary trainings are planned within the support from TAIEX for capacity building and
IPA funds). National programs to support the process (conferences, seminars, workshops and round
tables) will be financed from the state budget, etc. Special training is needed for CA, PA, AlA etc
related totrade in endangered species, in order to ensure the properenforcement of the regulations.

This Strategy and its Action Plan establish the commitment of MSDT and other authorities with
responsibilities in nature protection sub-sector that will be turned into obligation upon their adoption
by the Government of Montenegro. Upon full transposition of all relevant EU regulations and relying
on the findings of the evaluation of the results of application of this plan for upgrading of
administrative capacities, additional analysis of existing administrative capacities will be required as to
further concentrate all available capacities for efficient implementation of EU nature protection
acquis. The most relevant needs with regard to the capadities for implementation are recognized in
the actions that are listed above in Table XXXIXin 5.5.2.

TABLE XL: ADMINISTRATIVE CAPACITIES PLAN — NATURE PROTECTION

PLAN FOR UPGRADING OF ADMINISTRATIVE CAPACITIES

NATURE PROTECTION

Number of employees (posts according to job
Institution EU regulation classification rulebook)

2015 2016 2017 | 2018 2019 2020

Directive 92/43/EEC (Habitats)

Directive 2009/147/EC (Wild birds)

Directive 1999/22/EC (keeping of wild
animalsinzoos)

Regulation (EC) no. 338/97, Regulation (EC)
no. 865/2006, Regulation (EU) no. 792/2012,
Regulation (EU) no.791/2012, (CITES)
Regulation (EU) 1143/2014 (Invasive alien

MSDT

182




species)

Directive 83/129/EEC (importation of skins of
certain seal pups and products derived
therefrom)

Regulation (EC) no. 1007/2009 ()

Directive 92/43/EEC (Habitats)

Directive 2009/147/EC (Wild birds)

Directive 1999/22/EC (keeping of wild
animalsinzoos)

Regulation (EC) no. 338/97, Regulation (EC)
no. 865/2006, Regulation (EU) no. 792/2012,
Regulation (EU) no.791/2012, (CITES)
Regulation (EU) 1143/2014 (Invasive alien
species)

Directive 83/129/EEC (importation of skins of
certain seal pups and products derived
therefrom)

Regulation (EC) no. 1007/2009 (Trade in seal
products)

EPA*

Directive 92/43/EEC(Habitats)

Directive 2009/147/EC (Wild birds)

Directive 1999/22/EC (keeping of wild
animalsinzoos)

MARD Regulation (EC) no. 2173/2005 and 1 1 3 3 3 3
Regulation (EC) no. 1024/2008 (FLEGT)
Regulation (EU) no. 995/2010, Regulation
(EU) no. 363/2012 and Regulation (EU) no.
607/2012 («Timber»)

VETERINARY Directive 1999/22/EC (keeping of wild
ADMINISTRATION animalsinzoos)

Coundl Regulation (EEC) no. 3254/91
(prohibitingthe use of leghold traps)
Regulation (EC) no. 2173/2005 and
FA Regulation (EC) no. 1024/2008 (FLEGT) 1 1 2 2 2 2
Regulation (EU) no. 995/2010, Regulation
(EU) no. 363/2012 and Regulation (EU) no.
607/2012 («Timber»)

TOTAL 7 11 15 18 18 18

* Within EPA, there are additional 14 jobs and employed state employees who have been specialized for research of certain types of flora
and fauna

The responsibilities in the AlA regarding the inspection of implementation of legislation in the field of
nature protection have been divided between the Department for Inspection of Forestry, Hunting and
Plant Protection and Department for Environment Inspection. Therefore six environment inspectors,
which cover the inspection of implementation of legislation in all areas of environment protection,
have not been envisaged specifically for nature protection within the Plan for Upgrading of
Administrative Capacities. The issue of strengthening the capacities of the inspection authority has to
be dealt with in general for all EU acquis subsectors of the environment sector, as well as the issue of
potential overlapping of responsibilities of environment inspectors for nature protection and
inspectors forforestry, hunting and plant protection.

The Plan for administrative capacities does not indude the capacities of the Customs Administration,
which performs the control of import — export of protected plants and animals (CITES), as well as
import of skins of marine mammals-seals and products derived therefrom.

Current projection of the strengthening of administrative capacities of AIA needed for the full and
effident implementation of Chapter 27: Environment and Climate Change is presented in separate
tables at the end of ChapterV (5.11).
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It is not only important to reorganize existing institutional structure and to increase number of
employees. Establishment of the coordination mechanism of all institutional capadties in nature
protection sub-sector is equally important. Therefore it will be created upon adoption of this Strategy
and it's Action Plan as the integral part of the overall structure for the process of Montenegro's
accession to EU and Montenegro’s negotiation on Chapter 27. It will rely on positive experience and
practice related to functioning of the most important coordination mechanisms such as the
functioning of the National Councdil for Sustainable Development, Climate Change and Integrated
Coastal Zone Management and its expert working bodies in period from 2002 to present. Thus the
Working Expert Group on Nature Protection will be established in a month upon this Strategy
adoption in order to foster implementation of this Strategy and Action Plan. It will be permanent
technical body for which regular meetings will be convened on weekly basis and which will be
constantly active in meantime by relaying on on-line forms of communications. Important impetus to
the improvement of coordination between MSDT and EPA, as the leading authorities for nature
protection and MARD, FA, VD, customs authorities, PA, MJ, AIA, National Parks, of Montenegro,
Coastal Zone Management Company and research institutions (universities, Marine Biology Institute-
MBI, Natural History Museum) which share some of responsibilities with MSDT in the field of nature
protection will be generated by regular monitoring and evaluation of the results in fulfilling their
obligations which are defined in this Strategy and Action Plan. Those problems which will not be
possible to resolve at expert level Working Expert Group will submit for consideration to upper level of
coordination structure of Montenegro's negotiation on Chapter 27. The special attention will be
attached to collection and smart use of the results of other nature protection related activities which
will be realized by stakeholders out of public sectorin particular those which will be implemented by
non-governmental sector which provides contribution to protection of significant natural values of
Montenegro fordecades now.

The Working Expert Group on Nature Protection will perform the following functions:

— Mitigation and overcoming of the gaps caused by the fact that the articulated institutional
organization, rendered even more complicated with fragmented and insufficiently differentiated
competences among above listed competent national authorities in field of nature protection, is
not followed by the appropriate structures and mechanisms of coordination,

— Application of the mechanisms of institutional coordination and unobstructed flow of information
inthe process of implementation of this Strategy and Action Plan,

— Functional inter-sectorial horizontal coordination at the national level among MSDT and other
above listed governmental authorities with responsibilities in nature protection sub-sector,

— Functional vertical coordination between national administration level and local self-governments
contributing alsotointer-sectorial horizontal coordination amonglocal self-governments.

Successful fulfilment of the stated functions will enable efficient exert steering over the
implementation of the Strategy and Action Plan, providing its advisory support to the Montenegro’s
negotiation structure on Chapter 27.

5.6 INDUSTRIAL POLLUTION

5.6.1 Plan of Activities for Transposition of Legislation in the Field of Industrial Pollution

The alignment of Montenegrin legislation with the EU legislation on the industrial pollution control is
planned through implementation of a total of 14 measures shown in Table XLIII. In view of exceptional
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complexity of issues related to industrial pollution and certain experiences gained in the past period,
full alignment of Montenegrin legislation with the relevant EU legislation is envisaged by
implementation of the abovementioned measures within a period from 15 to 36 months. At the very
beginning when the period for transposition of Directive 2010/75/EU (industrial emissions) starts to
run Montenegro will prepare detailed analysis of the existing regulatory framework in this subsector,
which will enable clear planning of all aspects of transposition of that Directive (which includes, in
addition to the adoption of a separate new law, amendments to several existing laws).

As regards regulating matters which are regulated by national legislation on a voluntary basis in
accordance with the EU eco-management policy, the time limit of 42 months has been set for taking
measures, if any, which would implement that EU policy in Montenegro.

To implement envisaged measures successfully, the MSDT will ask for technical assistance from the EU.

TABLE XLI: TRANSPOSITION PLAN — INDUSTRIAL POLLUTION

PLAN OF MEASURES FOR ACHIEVING FULL TRANSPOSITION

INDUSTRIAL POLLUTION
No. EU legislation Measure Institutio | Time Ilmtt-for Tetfhnlcal Notes
n transposition | assistance
Drafting and
adoptionofa
. . 118 Lawon MSDT 2 years . -
Directive Industrial Prioranalysis is necessary
2010/75/EU o (identifying whetheritis
1 A . Emissions Necessary
(industrial - necessaryto amend other
S Drafting and
emissions) dopti ¢ laws)
119 | @¢opuonol MSDT 180 days
implementing
acts
Drafting and
adoptionofa
Directive 120 Lawon MSDT 2 years
2001/80/EC Industrial
2 (LCP) thatis Emissions Necessary | Nottransposed
Chapterlll of Drafting and
the IED 11 | 2doptionof MSDT 180 days
implementing
acts
122 D;aftlt'nganfd MSDT & 1
Ia optiono DEM (M) year
Directive aws
3 2012/18/EU Necessary | Nottransposed
(Seveso Ill) Drafting and
123 .adoptlon of MSDT & 90 days
implementing DEM (MI)
acts
Amendments to
124 MSDT 1year
the laws .
. Amending thelaws as
Regulation (EC) needed (fulfillin
4 No 166/2006 Drafting and Necessary tment gd th
(EPRTR) adoption of commitments underthe
125 implementing MSDT 180 days PRTR Protocol)
acton PRTR of
Montenegro
Amendments to
Regulation (EC) | 126 MSDT 1lyear Amendments to the laws, as
the laws needed, atthe most
5 No 66/2010 - . .
(Ecolabel) 127 Drafting and MSDT 180 days appropriate time as
adoptionof determinedbythe MSDT,
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implementing provided that both systems
act are implemented before
Amendments to expiryofa 4-yeartime limit
- 128 MSDT 1year
Commission the laws
6 Decision Drafting and
2012/481/EU ( 129 ?doptlon of MSDT 180 days
Ecolabel) implementing
act
130 | Amendmentsto |y pr 1year
. the laws
Regulation (EC) Drafi .
7 | No1221/2009 a;ao 'tinognagf
(EMAS) 131 . P . MSDT 180 days
implementing
act
5.6.2 Plan of Activities for Implementation of Legislation in the Field of Industrial Pollution

Activity plan for implementation of legislation in the field of industrial pollution in the period up to
2020 envisages key measures relating primarily to the implementation of laws and implementing acts
aligned with key directives, Directive 2010/75/EU on industrial emissions (/ED) and Directive
2012/18/EU on the control of major-accident hazards involving dangerous substances (SEVESO IIl).
Seveso plants have not been identified yet in Montenegro. Identification will be carried out following
the alignment of national legislation with SEVESO Ill Directive, in cooperation with MSDT, EPA and Ml —-
Directorate for Emergency Management. It has also been planned to set up a register of polluters with

data on emissions in accordance with E-PRTR Regulation (EC) No 166/2006 and to initiate the activities
for the implementation of EMAS mechanism and Ecolabel.

TABLE XLII: IMPLEMENTATION PLAN - INDUSTRIAL POLLUTION

PLAN OF PRIORITY MEASURES FOR IMPLEMENTATION OF LEGISLATION

INDUSTRIAL POLLUTION
No. EU legislation Measure Institution _Tlme ) f(_)r Tec_hmcal Note
implementation | assistance
Develop Directive
Directive 2010/75/EU | 66 Specific . MSDT 2017 Necessary
. A Implementation Plan
onindustrial
o (DSIP)
emissions (IED) and Establishand
1 | Directive 2001/80/EC stablishan
on large combustion upgrade procedures
& . forgranting of MSDT
plants (LCP) thatis 67 itsi EPA 2018
Chapterlllofthe IED permitsin—
accordance withthe
IED
MSDT in Key measures
Identify SEVESO cooperation for
68 | plantsin with Ml 2017 implementation
Directive 2012/18/EU Montenegro EPA of Ieg|§lat|on
th trol of AlA relating to
onthe controto SEVESO I11
major-accident . .
2 . . Directive,to be
hazardsinvolving . .
Develop Directive . planned in DSIP
dangerous substances ) MSDT in
Specific . alreadyand
(SEVESOI11) 69 . cooperation 2017 Necessary | .
Implementation Plan ith MI implemented
(DSIP) wi following the
adoption of
legislation
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Regulation (EC) No Setup register of
166/2006 onthe 70 polluters (PRTR)with EPA 2017 Necessary
register of polluters a databaseon
(EPRTR) polluters' emissions
Implementation
Designate activities to be
. competent bodyand lanned
Regulation (EC) No 71 prodpuct-certific;ltion MSDT 2020 foIFI)owing the
66/2010 on Ecolabel EPA .
schemeforthe adoption of
award of Ecolabel. implementing
acts
Implementation
Startpreparatory activities to be
Regulation (EC) No 72 s:ttlt\i/rlmtglisgzrftEhl\:As MSDT 2020 foIFI)cIJZ:Nni:Zdthe
1221/2009 (EMAS) . EPA )
systemin adoption of
Montenegro implementing
acts

5.6.3 Plan for Upgrading Administrative Capacities

The proposed plan for strengthening of the capacities of key institutions (MSDT and EPA) gives an
estimate of the minimum human resources needed. Accurate estimates can be made only after
detailed analysis of the scope of activities of each dvil servant for full implementation of individual
pieces of legislation.
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TABLE XLIII: ADMINISTRATIVE CAPACITIES PLAN - INDUSTRIAL POLLUTION

PLAN FOR UPGRADING OF ADMINISTRATIVE CAPACITIES

INDUSTRIAL POLLUTION

No. of employees (posts according to job
Institution EU legislation classification rulebook)

2015 2016 2017 2018 2019 2020

Directive 2010/75/EU onindustrial emissions (IED)
and Directive 2001/80/ECon large combustion plants
(LCP)

Directive 2012/18/EU onthe control of major-accident
MSDT hazards involving dangerous s ubstances (SEVESO I 11) 1 3 3 4 4 4
Regulation (EC) No 166/2006 on the register of
polluters (EPRTR)

Regulation (EC) No 66/2010 on Ecolabel
Regulation (EC) No 1221/2009 (EMAS)

Directive 2010/75/EU onindustrial emissions (I1ED)
and Directive 2001/80/ECon large combustion plants
(LCP)

Directive 2012/18/EU onthe control of major-accident
EPA hazards involvingdangerous s ubstances (SEVESO 11l) 4 4 8 8 8 8
Regulation (EC) No 166/2006 on the register of
polluters (EPRTR)

Regulation (EC) No 66/2010 on Ecolabel
Regulation (EC) No 1221/2009 (EMAS)

Directive 2012/18/EU on the control of major-accddent

mi hazards involvingdangerous s ubstances (SEVESO I1l)

TOTAL 6 8 12 13 13 13

The table does not indude the upgrading of administrative capacities of AIA, which should be
implemented in compliance with Recommendation 2001/331/EC of the European Parliament and
Council. With the current number of only six inspectors and two more inspectors for waters it is not
possible to carry out effective inspection supervision of the implementation of all legislative acts
aligned with the EU environmental acquis. Current projection of upgrading of AIA administrative
capacities needed for thorough and efficient implementation of Chapter 27: Environment and Climate
Change is presentedin separate tables at the end of ChapterV (5.11).

5.7 CHEMICALS

5.7.1 Plan of Activities for Transposition of Legislation in the Field of Chemicals

Full alignment of Montenegrin legal framework for chemicals with the EU legislation will be achieved
by implementation of a total of 21 measures set outin Table XLV. The period in which full alignment of
Montenegrin legislation with the EU requirements is to be achieved is projected at no longer than one
year.
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TABLE XLIV: TRANSPOSITION PLAN - CHEMICALS

PLAN OF MEASURES FOR ACHIEVING FULL TRANSPOSITION

CHEMICALS
No. EU legislation Measure Institution Time Ilmft.for Te<.:hn|cal Notes
transposition | assistance
Directive Amendmentsto /
1 | 2004/42/EC (VOCs 132 | adoptionof MSDT 2017 :farrg]g'\gsed
“Paints") implementing act P
133 | Amendmentsto the Law MSDT 2016 Additional
, | Resgulation(EC)No Amendments to / 2017 regulation
1907/2006 (REACH) | 134 | adoptionof MSDT needed
implementing act
2016
135 [ Amendments to the Law MSDT Additional
Regulation (EC) No tiona
3 1272/2008 (CLP) Amendments to / 2017 regulation
136 | adoptionof MSDT needed
implementing act
] 2016 -
. 137 | Adoptionofthelaw MSDT Additional
4 Regulation (EC) No regulation
528/2012 (Biocid i
/ (Biocides) 138 _Adoptuono_f MSDT 2017 needed
implementing acts
Regulation (EU) N 2016 e
egulation (EU) No 139 | Amendmentsto the Law MSDT ( ) .
649/2012 (export Additional
5 | andimportof regulation
haza rdous Amendmentsto / 2017 needed
: 140 | adoptionof MSDT
chemicals) ‘ .
implementing act
Regulation (EC) No 141 | Adoptionofthelaw MSDT 2016 These matters
6 1102/2008 (export Amendments to / 2017 are partially
and storage of 142 | adoptionof MSDT regulatedin
metallic mercury) implementing act Montenegro
mMsDT | 2016
Regulation (EC) No 143 | Amendments to the Law Additional
7 | 648/2004 Amendmentsto / 2017 regulation
(detergents) 144 | adoptionof MSDT needed
implementing act
145 | Adoptionofthelaw MSDT 2016 These matters
3 Regulation (EC) No Amendments to / 2017 Necessary | are partially
850/2004 (POPs ) 146 | adoptionof MSDT (ECHA) regulatedin
implementing act Montenegro
o 147 | Adoptionofthe Llaw mMsDT | 2016
Council Directive
9 | 87/217/EEC Amendmentsto / 2017
(asbestos) 148 | adoptionof MSDT
implementing act
MSDT 2016
149 | Adoptionofthelaw ME
Di ive 2004/9/E
. (Vlre.cftllvet. 00 ég/ dC ATCG
1 erification- Goo
MSDT 2017
laboratory practice) Amendments to /
150 | adoptionof ME
implementing acts ATCG
Directive 151 | Adoptionofthelaw MARD 2016
2010/63/EU
11 | (protection of Amendments to / MARD 2017
i 152 dopti f
animals used for adoptono AFSVPA

scientific purposes)

implementing acts
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5.7.2 Plan of Activities for Implementation of Legislation in the Field of Chemicals

Activity plan for implementation of legislation relating to chemicals includes key measures for setting
up a register of chemicals and biocides, helpdesk service and poison (control) centre, as well as
measures of further training of employees in key institutions. Specific measures have also been
planned for setting up records of collection, storage and export of metallic mercury and preparing plan
for recording and safe handling of asbestos and asbestos products.

TABLE XLV: IMPLEMENTATION PLAN- CHEMICALS

PLAN OF PRIORITY MEASURES FOR IMPLEMENTATION OF LEGISLATION

CHEMICALS

A L Time limit for Technical
No. EU legislation Measure Institution . N X Note
implementation | assistance

Setup of register
of chemicals
(strengthening
the professional

Setup a register of and technical
hemicalsi ity of EPA
73 chemicats in . EPA 2019 Necessary ca.paayo )

accordance with willbe

REACH Regulation implemented
trough IPAII
2014-2020.
(Activity4.6.)
Setup of
helpdesk

(strengthening

Regulation (EC
g (EQ) the professional

No 1907/2006

: Setup Helpdesk and technical
concerning the 74 . . EPA 2018 Necessary . .
. ) service to assist users capacity) willbe
Registration, X
. implemented
1 Evaluation,

th h (IPATI
Authorisation and rough ( )

. 2014-2020.
RestrlFt|on of (Activity 4.6.)
Chemicals Technical
(REAGH) echnica

assistance by
ECHA. Within|PA
project
implemented by
ECHA, few study

Prepare and visits willbe

- implementa training MSDT 2017-2020 Necessary organisedto one
planforhuman EPA ofthe EU
resourcesin EPA countries witha

view to becoming
familiar with the
operationof
Helpdesk and
implementation
of REACH
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Regulation (EC)
No 1272/2008 on
classification,
labelling and
packaging of
substances and
mixtures (CLP)

76

Establish "Poison
(Control) Centre” -
(bodyresponsible for
receiving information
relatingto
emergency health
response) and
implement further
training ofhuman
resources
(toxicology)

MH

2018

Necessary

Chemicals
Management
Strategy 2015-
2018 also
provides for
establishment of
a Poison
(Control) Centre
in 2018.
Conclusion of the
Government of
Montenegro
from 18 May
2016 obliges the
Ministry of
Healthto
establish Poison
Control Unitwith
trained doctors
and medical
toxicology
specialists, within
the Clinical
Centre by2018.

Prepare and
implementa training
planforhuman
resources in EPA

MSDT
EPA

2017-2020

Necessary

Technical
assistance by
ECHA. WithinIPA
project
implemented by
ECHA, few study
visits will be
organisedto one
of the EU
countries witha
view to becoming
familiar with the
operationof
Helpdesk and
implementation
of CLP

Reportingon
communicationon
safe use ofchemicals

EPA

2016-
continuously

EPAin
cooperationwith
professional
institutions will
continue to
organizeround
tables,
workshops as
wellas
continuous
informing
manufacturers,
importers,
downstream
users andother
interested parties
forsafe
management of
chemicals
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Setup and maintain
a register of biocidal

Setup of register
of chemicals
(strengthening
the professional
and technical

77 | productsthathave EPA 2019 . .
capacity) willbe
been placedon the .
implemented
market
R lation (EC trough (IPA1I)
Regus /'200”1(2 ) 2014-2020.
° ) ) (Activity4.6.)
(makingavailable
Prepare and adopta
on the market lanforthe Technical
and useof 78 'pmplementat'on of MSDT 2017 Necessary | assistanceb
L i i Y i v
biocidal products) laws and EPA ECHA
implementing acts
Prepare (in2017)
and ensure the .
. . Technical
79 implementation of a EPA 2017 - Necessary | assistance b
training plan for MSDT 2020 ¥ y
. ECHA
humanresourcesin
EPA (2017-2020)
Regulation (EU) conduct P'?
No 649/2012 procedure in
accordance with this 2016 -
(exportand 80 . EPA -
. Regulationandthe continually
import of
. Rotterdam
chemicals - PIC) .
Convention
Through
Buildingcapacity technical
(humanresources) to assistance of
fulfill obligations Rotterdam
underth_e R_otterdam MSDT, EPA, Fonventlon
conventionin cA 2017-2020 Necessary | intendedfor
protecting human developing
healthandthe countryparties
environment from and parties with
hazardous chemicals economiesin
transition
Establishand
Regulation (EU) conductPIC
No 649/2012 procedure in
(exportand 80 | accordance withthis EPA 2017
importof Regulationandthe
chemicals - PIC) Rotterdam
Convention
Projecton
“Preparation for
ratificationand
Regulation (EC) Ensure controland implementation
No 1102/2008 keep records of EPA of the Minamata
(exportand 81 | collection, storage AIA 2017-2018 Conventionon
storage of and export of Mercury— Initial
metallic mercury) metallicmercury Assessment for
Montenegro” will
lastfortwo years
(2016-2018).
Issuing
Regulation (EC) authorisations for EPA Chapterl-Free
No 648/2004 82 | theuseofa AlA Implemented movement of
(Detergents) surfactant (industrial goods
detergent)
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Establishing release
inventoryof POPs
into waterand soil,
and upgradingthe

Issuesrelating to
PCBs/PCTs are
dealtwithunder
the projecton
“Sustainable eco-

83 releaseinventoryof EPA 3017-2021 Necessary management of
POPs into the air AlA PCBs in
through the Montenegro”,
Environmental relatedto
Monitoring Directive
Programme 96/59/EC
(PCBs/PCTs)
Updating the NIP
will be done
through the GEF
project; ,Review
and update of
the national
implementation
planforthe
Stockholm
Regulation (EC) Conventionon
No 850/2004 Persistent
(POPs) Organic
Pollutants (POPs)
in Montenegro.
Updating the The objectives
Natlonal . MSDT, EPA, of the.NIP
implementation plan 2016--2018 updatingare a)
CETI .
for Stockholm to comply with
convention Article7 of the
Stockholm
Convention by
updatingthe
National
Implementatio
n Plans on
Persistent
Organic
Pollutants
(POPs); andb)
to build
capacityin NIPs
updating.
Identification of
problems and
drafting ofaction
planwith measures
Directive 84 fort_he protection MSDT 2017
87/217/EEC, against harmful EPA Initiate
Directive effects of asbestos immediatelythe
91/692/EECand (Directive Specific activitiesforthe
Regulation (EC) Implementation Plan implementation
No 807/2003 - DSIP) of legislation
(Asbestos) Drafting ofa manual
forhandling the
85 | materialscontaining EPA 2017

asbestos fibres (loose
orbound asbestos)
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Informing the public
on the harmful
effects of asbestos
86 | andon handling the EPA 2017

waste containing

asbestos

Carry out effective
Directive mspect_u_)n

supervision over the
2004/42/EC (VOC

. . market (import) of
—volatile organic . -
9 - 87 | paints,vamishes and AlA 2017
compoundsin
- . othertypes of
coatings —“paints . .
. ” coatings, containing
and varnishes”) . .
volatile organic

compounds.

Directive
2010/63/EU

(protection of Issuing permits for

10 . 88 | use ofanimals for AFSVPA 2018
animals used for scientific purposes
scientific purp
purposes)

5.7.3 Plan for Upgrading Administrative Capacities

The administrative capacities for effective transposition, implementation and enforcement of most
legislative acts related to chemicals are extremely small both in terms of the number of employees in
competent institutions and in terms of their qualifications. This especially relates to key competent
institutions such as MSDT (one civil servant), EPA (four posts according to the job classification
rulebook) and AIA — environmental inspectorate employing only six inspectors for the entire area of
environmental protection who do not possess required additional expert knowledge to perform
inspection supervision in the area of chemicals. The proposed plan of necessary human resources with
chemical, medical (toxicologists) or other related (natural sciences) qualifications contains provisional
minimum of human resources required for the effective implementation of legislation. Full
transposition and implementation of legislation in the field of chemicals will be achieved through the
maximum utilization of existing expert state institutions by entrusting them with expert and technical
activities in the area of chemicals management (preparation of expert basis for EP, guides, testing and
checking of chemicals, training in chemicals security management, help desk, etc.).

Table XLVI: ADMINISTRATIVE CAPACITIES PLAN- CHEMICALS

PLAN FOR UPGRADING OF ADMINISTRATIVE CAPACITIES

CHEMICALS

No. of employees (posts according to job
Institution EU legislation classification rulebook)

2015 2016 2017 2018 2019 2020

Regulation (EC) No 1907/2006 conceming the
Registration, Evaluation, Authorisationand
Restriction of Chemicals (REACH)

Regulation (EC)  No 1272/2008 on
classification, labelling and packaging of
substances and mixtures (CLP)

Regulation (EC) No 528/2012 (making
available on the market and use of biocddal
products)

Regulation (EU) No 649/2012 (export and
import of chemicals - PIC)

Regulation (EC) No 1102/2008 (export and

MSDT
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storage of metallic mercury)

Regulation (EC) No 648/2004 (Detergents)
Regulation (EC) No 850/2004 (POPs)

Directive 87/217/EEC, Directive 91/692/EEC
and Regulation (EC) No 807/2003 (Asbestos)
Directive 2004/42/EC (VOC - volatile organic
compounds in coatings — “paints and
varnishes”)

Regulation (EC) No 1907/2006 conceming the
Registration, Evaluation, Authorisation and
Restriction of Chemicals (REACH)

Regulation (EC) No  1272/2008 on
classification, labelling and packaging of
substances and mixtures (CLP)

Regulation (EC) No 528/2012 (making
available on the market and use of bioddal
EPA products) 5 5 8 8 8 8
Regulation (EU) No 649/2012 (export and
import of chemicals - PIC)

Regulation (EC) No 1102/2008 (Export and
storage of metallic mercury)

Regulation (EC) No 648/2004 (Detergents)
Regulation (EC) No 850/2004 (POPs)

Directive 87/217/EEC, Directive 91/692/EEC
and Regulation (EC) No 807/2003 (Asbestos)

AFSVPA Directive 2910{§3/EU (protection of animals ) ) 1 1 1 1
usedforsdentific purposes)

MH
New Chemicals
Poison (Control)
Centre

Regulation (EC)  No  1272/2008 on
classification, labelling and packaging of - - 7 7 7 7
substances and mixtures (CLP)

TOTAL 6 6 19 20 20 20

The Table does not contain the part that would refer to the strengthening of the administrative
capacities of AIA that should be done in line with the Recommendation 2001/331/EC of the European
Parliament and Council.

With the current number of only six inspectors and two more inspectors for waters it is not possible,
either in physical terms or in terms of their qualifications, to carry out effective inspection supervision
of the implementation of all legislative acts aligned with the EU environmental acquis.

Reorganisation and institutional strengthening of AIA should cover not only environmental
inspectorate but also other inspectorates, so as to indude market, sanitary or phytosanitary
inspectorates in certain inspection affairs related to chemicals on the Montenegrin market.

The current projection for strengthening of the AIA administrative capacities required for full and
effective implementation of Chapter 27: Environment and climate change is shown in separate tables
at the end of chapterV (5.11).

5.8 NOISE

5.8.1 Plan of Activities for Transposition of Legislationin the Field of Noise

Legislation on noise is fully harmonized with the EU legislation. Transposition of the Directive (EU)
2015/996 (noise assessment methods) willbe done by the end of 2016.
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TABLE XLVII: TRANSPOSITION PLAN —NOISE

PLAN OF MEASURES FOR ACHIEVING FULL TRANSPOSITION

A NOISE
No. | EU regulation Measure Institution Ui Ilmft.for Tecfhmcal Notes
transposition assistance
Directive
2002/49/EC
1 (Environment MSDT Fullytransposed
al noise -
END)
Directive (EV)
201?/996 Adoptionofa There is legal
2 (noise 185 . . MSDT IV quarter 2016 basisfor
implementing acts .
assessment adoption
methods)

5.8.2 Plan of Activities forImplementation of Legislation in the Field of Noise

In line with requirements provided in the Law on Protection from Environmental Noise,© harmonized
with Directive 2002/49/EC (END), Montenegro defined competent bodies, as well as areas for which
strategic noise maps need to be drafted. Main implementation activities refer to drafting strategic
noise maps and action plans. Strategic noise maps for agglomeration and main roads will be drafted at
latest by 30 June 2017. Therefore, in 2016, EPA plans to prepare a project which would enable drafting
of a strategic noise map for the main road Radanovid-Tivat. Drafting of a strategic map for the capital
of Podgorica will also comprise the main road Cetinje — Podgorica — Gornji Kokoti. An accredited
institution (company) will be in charge of drafting strategic noise maps for main roads and
agglomeration. EPA is in charge of issuing permmits for measuring environmental noise levels (four
permits have been issued so far), as well as permits for drafting strategic maps and calculating noise
levels (one permit has beenissued sofar).

In 2017, Montenegro will establish a unique information system, which shall include data on noise.
Data provided within strategic noise maps will be entered into the system after 2017, once drafted.

Strategic noise maps for main roads and agglomeration will form the basis for the drafting of action
plans. Action Plans will be adopted by 2019. Action plans for the main roads are adopted by the
Government, whereas the Ministry of Transportation and Maritime Affairs, together with the Ministry
of Sustainable Development and Tourism is in charge of its adoption. Action plan for the capital of
Podgoricais adopted by the local government unit.

In line with the above, the date determined for full implementation of regulations aligned with END is
30 June 2019 (upon drafting of Action plans).

90 Official Gazette of Montenegro28/11,28/12,01/14
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TABLE XLVIII: IMPLEMENTATION PLAN —NOISE

PLAN OF PRIORITY MEASURES FOR IMPLEMENTATION OF THE ACQUIS

NOISE
De EU regulation Measure Institution ) ezl fo.r Tec.:hmcal Note
implementation assistance
Organizing
trallnlngtforall EPA Technical
.re e_van_ LGU assistance in
institution _— L
98 recarding the MTMA Beginningof 2017 | Necessary | trainingthe staff
garaing MSDT (TAIEX)
preparation
strategicnoise
maps
cirategi poise EPA plans the
99 g X EPA 30/06/2017 Necessary preparation of
maps formain .
projectin 2016
roads
P;epta rl.ngof. EPA
100 :n;ap:fg(l)crnmse The Capital 30/06/2017 Necessary
. of Podgorica
agglomerations
Organizing
national andlocal
101 campaignfor EPA 30/09/
mpaign fo LGU 2018
raising public
awareness
Organizing
training forall EPA Technical
1 relevant LGU assistance in
Dire ctive 2002/49/EC 102 |nst|tu'F|on MTMA Beginningof 2019 [ Necessary | trainingthe staff
. . regarding the MSDT (TAIEX)
(Environmental noise -
preparation
-END) ,
Action plans
Preparingan Technical
. MTMA . .
Action Planfor assistance in
X . In 31/12/ L
103 | noiseforthe main . Necessary | trainingthe staff
cooperation 2019
road Radanovidi . (TAIEX)
. with MSDT
Tivat
Preparingan
Action Planfor
. LGU .
noiseforthe . Technical
. Podgorica ) .
104 capitalof n 31/12/ Necessar assistance in
Podgoricaand cooperation 2019 Y | trai ning the staff
malnrqad Cetlnjfe:- with MTMA (TAIEX)
Podgorica-Gornji
Kokoti
Establishing
central Through Europe
105 information EPA 31/12/ N AID/135477/C/SE
system, which 2017 ecessary R/ME project
wouldcomprise
the dataonnoise
Drafting areport
on the level of 30/06/ Staff training
106 | environmental EPA 2019 Necessary (TAIEX)
noise
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Commission

Directive (EU) Applythe

2015/996 methodsin 31/12/ Staff training
2 | (noise 107 1 drafting strategic EPA 2016 Necessary (TAIEX)

assessment noise maps

methods)

5.8.3 Plan for Upgrading Administrative Capacities

Besides the employment of an additional inspector, no considerable increase in administrative
capacities of the authorities competent for assessment and management of environmental noise are
envisaged for the following years. However, additional training for existing human resources has been
planned.

TABLE XLIX: ADMINISTRATIVE CAPACITIES PLAN —NOISE

PLAN FOR UPGRADING OF ADMINISTRATIVE CAPACITIES

NOISE
Number of employees (posts according to job
Institution EU regulation classification rulebook)
2015 | 2016 | 2017 | 2018 | 2019 | 2020
MSDT D! rect!ve 2002/49/EC (EnV|r<?nmentaI noise - END) 1 1 1 1 1 1
Directive (EU) 2015/996 (Noise assessment methods)
Directive 2002/49/EC (Environmental noise - END)
EPA 2 2 2 2 2 2
Directive (EU) 2015/996 (Noise assessment methods)
MTMA D!rect!ve 2002/49/EC(EnV|r<?nmenta|n0|se-END) 1 1 1 1 1 1
Directive (EU) 2015/996 (Noise assessment methods)
. Directive 2002/49/EC (Environmental noise - END)
LGU Podgorica 1 1 1 1 1 1
€ Directive (EU) 2015/996 (Noise assessment methods)
TOTAL 5 5 5 5 5 5

The total of six environment inspectors, which should cover the inspection of implementation of
legislation in all areas of environment protection, have not been envisaged within the Plan for
Upgrading of Administrative Capacities for assessment and management of environmental noise only,
since the issue of strengthening the capacities of the inspection authority has to be dealt with in
general forall EU acquis subsections of the environment section.

Current projection of the strengthening of administrative capacities of AIA needed for the full and
effident implementation of the EU requirements in the environment sector and the dimate change is
presented in separate tables at the end of Chapter V (5.11). This estimation envisages the employment
of an additional inspectorfornoise in 2017 within AIA department for ecological inspection.

5.9 CIVIL PROTECTION
5.9.1 Plan of Activities for Transposition of Legislation in the Field of Civil Protection

The sector of dvil protection envisages the implementation of the total of six measures, whose
application would provide for the full alignment of this subsector with appropriate EU requirements
and for inclusion of state bodies, organizations and Montenegrin citizens into the activities which are
implemented on the EU level in terms of civil protection. Implementation of the measures shown in
Table L will lead to the achievement of a timely indusion of the bodies responsible for dvil protection
into the activities (on transposition and subsequentimplementation of the transposing legislation), the
implementation of which has been planned within the competences of other Montenegrin state
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bodies. All activities to be implemented within envisaged measures will be completed in accordance
with a transposition plan (TABLEL).

Table L: TRANSPOSITION PLAN —CIVIL PROTECTION

TRANSPOSITION PLAN

CIVIL PROTECTION

Time limit for

Technical

No. EU regulation Measure Institution . ) Notes
transposition assistance
Adoptionof proper Defining theissues
186 o I quarter2019 . .
legislation of implementing
Decision the MoU conduded
1 13.172/2013/EFJ ‘ DEM (MI) Necessary between
(Civil protection 187 Adoptionof " rter 2019 Montenegroand
mechanism) implementing acts quarter EU on Civil
Protection
Mechanism
Adoption of proper De_f| ning the |§sues
Decision 188 | | iciati DEM (MI) | I quarter2019 of implementing
egislation the MoU conduded
2014/762/EU on
. : between
2 implementing Necessary
.. Montenegroand
dedision Adopti f EU on Civil
1313/2013/EU 189 | LOOPHONO DEM (MI) | 11l quarter 2019 :
implementing acts (M1) quarter ' Protection
Mechanism
. . Cooperation in
Directive
drafting the drafts Connectionto
2007/60/EC (on
and proposalsof MARD measures no. 67
3 the assessment 190 . - .
legislation, DEM (MI) and 78, including
and management . . .
. implementing acts deadline
of floodrisks) .
and executive texts
Cooperation in
. . drafting the drafts Connectionto
Directive and proposalsof MSDT measures no. 122
4 | 2012/18/EU 191  brop &MPRR > No- -
legislation, and 123,including
(Seveso llI) . . DEM (MI) .
implementing acts deadlines
and executive texts
5.9.2 Plan of Activities forImplementation of Legislation in the Field of Civil Protection

Implementation of the EU acquis in the civil protection subsector is mainly related to meeting the
requirements arising from the signed Agreement of the Accession to the EU Civil Protection
Mechanism. Alignment with European standards in this area is planned to be defined through the

Disaster Risk Reduction Strategy, planned to be adopted in IV quarter 2017. Actual steps for
implementation of the activities arising from the obligations of the EU Civil Protection Mechanisms will
be defined within five —year action plan. Establishment of CECIS and sTESTA will be possible after the
development of the Disaster Risk Reduction Strategy.
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TABLE LI: IMPLEMENTATION PLAN - CIVIL PROTECTION

PLAN OF PRIORITY MEASURES FOR IMPLEMENTATION OF THE ACQUIS

CIVIL PROTECTION

No. EU regulation Measure Institution . ezl fo.r Teshnlcal Notes
implementation | assistance
Decision 1313/2013/EU e 31/12/ resiotanee
1 (Civil Protection 106 . DEM (MI) Necessary
Mechanism) Rgd uctl(_)n Strategy 2017 of thg
with ActionPlan mechanism
Commission Dedision
2014/762/EU on laying
down the rules forthe Prepare and draft Technical
5 implementation of the 107 Disaster Risk DEM (MI) 31.12. Necessary assistance
Decision Reduction Strategy 2020 of the
no.1313/2013/EUon a with Action Plan mechanism
Union Civil Protection
Mechanism

5.9.3 Plan for Upgrading Administrative Capacities

The issue of the administrative capacities is characterized by the fact that in the MI —Directorate for
Emergency Management —implementation of the EU acquis in the area of civil protection is delegated
to the officers from the Directorate for civil protection and humanitarian aid (seven officers).

TABLE LIl: ADMINISTRATIVE CAPACITIES PLAN - CIVIL PROTECTION

PLAN FOR UPGRADING ADMINISTRATIVE CAPACITIES

CIVIL PROTECTION

No. of employees (posts according to job
Institution EU regulation classification rulebook)

2015 | 2016 | 2017 | 2018 | 2019 | 2020

Decision 1313/2013/EU (Civil Protection Mechanism)

Commission Dedision 2014/762/EU on laying down the
Mi -Directorate | ryles for implementaton of the Dedsion
for Emergency | 5 1313/2013/EU on a Union Gvl Protection 7 7 7 7 7 7
Management Mechanism

TOTAL 7 7 7 7 7 7

Disaster Risk Reduction Strategy and the Action Plan, planned to be adopted in IV quarter of 2017, will
define precise tasks and obligations, based on which a new plan for upgrading administrative
capacities will be prepared.
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5.10 CLIMATE CHANGE
5.10.1 Plan of Activities for Transposition of Legislation in the Field of Climate Change

There is a dearly expressed political will of Montenegro to join the efforts of the international
community and the EU in undertaking the appropriate measures aimed at reducing the GHG
emissions. However, the political commitment is still not accompanied by the adequate development
of the legal framework, so that the requirements defined in the provisions of the 27 pieces of the EU
legislation related to the climate change can be incorporated into the legal system of Montenegro.
Given that, and naturally, the legal duty of Montenegro to harmonize its legislation in this sector with
the EU legislation, that stems from the SAA, the Table LIII presents the projection of undertaking the
total of 51 measuresinthe period of maximum 42 months with a view to achieving that goal.

Montenegro is aware that human resources in this sector are not at a satisfactory level. There is a lack
of technical capacity, whereas dimate awareness and coordination between the line ministries should
be further improved, due to their direct impact on the abilities to implement the defined measures.
Therefore, in parallel with the measures envisaged for the strengthening of the authorities responsible
for the climate change issues, Montenegro has to ensure extemal expert assistance for development
and preparation, as well as for adoption of numerous national legislation pieces (that used to be within
the sole competence of MSDT or within the split competence of MSDT and otherauthorities).

TABLE LIII: TRANSPOSITION PLAN - CLIMATE CHANGE

PLAN OF MEASURES FOR ACHIEVING FULL TRANSPOSITION

CLIMATE CHANGE

No. EU legislation Measure Institution UL I|m!t.for Tetfhnlcal Notes
transposition | Assistance
MSDT
16 | Adoptionofthe law 2 years
Directive 2003/87/EC P DCC Y
1 - Necessary | Nottransposed
(EU ETS) Adoptionof MSDT
17 | | . 120 days
implementing acts DCC
Commission 18 Adoptionoflaw MSDT 5
Regulation (EU) provisions DCC years These matters are
2 601/2012 (Reportin Necessar notregulatedin
/2012 (Reporting Adoption of MSDT y &
of greenhouse gas 19 | . . 120 days Montenegro
L. implementing acts DCC
emissions)
Commis.sion 20 Adoptionoflaw MSDT 2 vears
Eggu;;tlgn(EU) provisions bce i These matters are
3 /.f.l, £ Necessary | notregulatedin
(Verl icationo AdOptiOhOf MSDT d Montenegro
greenhouse gas = implementing acts DCC 120 days
emissionreports)
Commission Dedision Adoptionoflaw MSDT
2011/278/EU 22 provisions DCC 2 years These matters.are
4 Al . ¢ Necessary | notregulatedin
( Voc§t|ono 23 Adoptionof MSDT 1204 Montenegro
emission allowances) implementing acts | DCC ays
Commission 24 Adoptionof law MSDT 9 vears
Regulation (EC) provisions DCC v These matters are
5 (1:3;/'200:': of . Necessary | notregulatedin
; g 25 Adoptlonof MSDT 120 days Montenegro
greennouse gas implementing acts DCC
emission allowances )
Commission
Regulation (EU) No
1143/2013 Adoption of law MSDT These matters are
6 . 26 .. 120 days Necessary | notregulatedin
(Auctioning of provisions DCC Monte negro
greenhouse gas &
emissionallowances )
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Commission

Adoptionoflaw MSDT
Regulation (EC) 27 provisions DCC 2 years These matters are
7 176/2014 (Auctioning Necessary | notregulatedin
of greenhouse gas )8 Adoptionof MSDT 120 davs Montenegro
emission allowances) implementing acts DCC Y
29 Adoptionof law MSDT 2 vears These matters are
8 Regulation (EU) No provisions DCC Y Necessar to a large extent
517/2014 (F-gases) 30 Adoption of MSDT 120 d y regulatedin
implementing acts DCC ays Montenegro.
o Adoptionof law MSDT
Commission 31 provisions DCC 2 years These matters are
9 Regulation (EU) No Adoptionof MSDT Necessary | notregulatedin
389/2013 (Registry) 32 implementing acts DCC 120 days Montenegro
o . Adoptionoflaw MSDT
Commission Dedision | 33 rovisions DCC 2 years These matters are
10 | 2006/780/EC (Double P - Necessary | notregulatedin
. Adoption of MSDT
Counting) 34 | . 120 days Montenegro
implementing acts DCC
Adoption of law
Directive 35 provisions MSDT 2 years
11 2098{101/EC (ETS Adoptionof (DCC) Necessary [ Nottransposed
aviation) 36 | . . 120 days
implementing acts
CommissionDedsion | 37 Acr:Ioov?st;g:;flaw MSDT 2 years
12 2009/450/EC P - Necessary | Nottransposed
T Adoption of (Dbcc)
(Aviationl) 38| . . 120 days
implementing acts
Adoptionof law MSDT
Commission Dedision | 39 provisions DCC 2years These matters are
13 | 2010/2/EU (Risks of Necessary | notregulatedin
carbon leakage) Adoption of MSDT Montenegro
g 40 | . . 120 days g
implementing acts DCC
Commission Dedision Adoption of law MSDT
41 . 2 years
2014/746/EU provisions DCC These matters are
14 (Sectors exposedto a Necessary | notregulatedin
risk of carbon 42 Adoption of MSDT 120 davs Montenegro
leakage) implementing acts DCC ¥
Regulation (EC) No i
1055/2009 (EC) 3 AdoPt!on of law MSDT 2 years These matters are
provisions DCC to a large extent
15 (Substancesthat - Necessary " latedin
depletethe ozone 44 | Adoptionof MSDT 120 d egutated]
| implementingacts | DCC avs Montenegro.
ayer-0DS) p g
Regulation (EU) No 45 Adoptionoflaw MSDT 2 vears
16 525/2013 provisions DCC Y N Thesle mattlers Zr.e
(Monitoring 46 Adoptionof MSDT 120 d ecessary ﬁﬂaor;érsegurste n
Mechanism) implementing acts DCC ays &
DecisionNo Amendments to the Not transposed
L, | 406/2009/EC 71 Law MSDT 3years Cooperation with
(Distribution of Adoption of Necessary | ME, MTMA, MARD
48 | . MSDT 120 days .
Efforts) implementing act required
18 Directive 98/70/EC MSDT Fullvt d
(Fuel Quality) (DCC) utlytranspose
. ME
49 AdoPt!on of law MSDT 1,5 years Notfcr?nsposed
provisions (DCC) Participation of
19 Directive 2009/30/EC Necessar MSDT (DCC)
(Fuel Quality) ME y requiredthrough
Adoption of MSDT cooperationwith
>0 implementing act (DCC) 60 days ME
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Developmentand MSDT 15
Dire ctive 1999/94/EC 51| adoptonofiaw (DCC) years
20 (Consumer Information) provisions Necessary | Nottransposed
52 Adoptionof MSDT 30
implementing act (DCC) days
Developmentand MTMA/MI 25
. 53 | adoptionoflaw MSDT ! Thesemat.tersarenot
Regulation (EU) 510/2011 provisions (DCC) years regulatedin
21 | (Standards for CO2 emissions Necessary | Montenegro
A - MTMA/MI : .
from light-duty vehicles) Adoption of MSDT 60 Cooperation oflisted
>4 implementing act days institutions required
(DCC)
Developmentand MTMA/MI 25
Regulation (EC)443/2009 | 55 | adoptionoflaw MSDT years Thesletmzt.ters arenot
(Standards for CO2 emissions provisions (DCC) regtiiatedin
22 MTMA/MI Necessary | Montenegro
from new passenger . . .
- Adoptionof 60 Cooperation oflisted
vehicles) 56 | . . MSDT A .
implementing act days institutions required
(DCC)
Developmentand MI/MTMA
Commission Regulat.ion .(EU) 57 | adoptionoflaw MSDT 2,5 These maFters arenot
No 1014/2010 (Monitoring provisions DCC years regulatedin
23 | andreporting of dataonthe MI/MTMA Necessary [ Montenegro
registration ofnew 58 Adoptionof MSDT 60 Cooperation oflisted
passengercars) implementing act DEC days institutions required
Developmentand MI/MTMA 25 Th " X
Commission Regulation (EU) | 59 | adoptionoflaw MSDT y(’ears esleinj ersareno
No 63/2011 (Derogation provisions DCC reguatedin
24 . Necessary | Montenegro
from the specificCO 2 . MI/MTMA e .
. Adoptionof 60 Cooperation oflisted
emission targets, 60 | . MSDT A .
implementing act DCC days institutions required
Develgpmentand 2,5 These matters are not
Commission Regulation (EU) 61 ador.)tlionoflaw MTMA years regulatedin
No 725/2011 (Approval and provisions Montenegro
25 e . . Necessary
certification ofinnovative Adoption of 60 MSDT (DCC)
technologies) 62 | . Ip ti " MTMA g cooperates with
implementing ac ays MTMA
Developmentand These matters are not
63 | adoptionoflaw MSDT 25 regulatedin
provFi)sions bce years Mgntenegro
DecisionNo 1753/2000/EC These matters are not
26 | (Schemeto monitorthe Necessary | regulatedin
specificemissions) 64 Adoption of MSDT 60 Montenegro
implementing act DCC days MSDT (DCC)
cooperates with
MTMA
Developmentand ME 3
. . 65 | adoptionoflaw MSDT
Directive 2009/31/EC - years
. provisions (DCCQ)
27 | (Geological storage of ME Necessary | Nottransposed
carbon dioxide) Adoptionof 180
66 implementing act MSDT days
p g (DCO) y:

5.10.2 Plan of Activities forImplementation of Legislation in the Field of Climate Change

Plan of activities for the implementation of legislation in the sector of climate change by 2030 was
defined when the National Climate Strategy was adopted. Priority measures are classified in groups of
legislation that refer to the monitoring and reporting of greenhouse gases, trading in the greenhouse
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gasses emissions, distribution of efforts, protection of the ozone layer (ODS), emission of F-greenhouse
gases and use of fuel intransport.

Legislation that is fully harmonized with the EU acquis is implemented in Montenegro only in the field
of ozone layer protection and F-greenhouse gases emissions. Harmonization of Montenegrin legal
framework with other parts of the EU acquis on climate change is still at the outset.

5.10.2.1 Monitoring and Reporting Mechanism

Following pieces of EU legislation were taken into account in the process of planning the measures for
the implementation of the mechanisms for monitoring and reporting (MMR):

e Regulation (EU) No 525/2013 (Monitoringand Reporting Mechanism)

e Regulation (EU) No 749/2014 (Structure, format, submission processes and review of
information reported).

e ((2014) 1539 - Commission delegated regulation (EU) establishing substantive requirements
for a Union inventory system and taking into account changes in the global warming potentials
and internationally agreed inventory guidelines pursuant to Regulation (EU) No 525/2013 of
the European Parliament and of the Council

TABLE LIV: IMPLEMENTATION PLAN - CLIMATE CHANGE MMR

Time limit | Technica
No L Institutio for |
EU legislation Measure . . Note
n implemen | Assistan
tation ce
. Establishing Ensure
Regulation (EU) No 525/2013 ) .
S . national system MSDT Necessar | continuous
1 | (Monitoring and Reporting 20 2018 . .
. forGHG EPA y training of civil
Mechanism) .
inventory servants
Regulation (EU) No 749/2014
(Structure, format, submission
processes and review ofinformation
Ensure
reported). structure and
C(2014) 1539 - Commission ucture a
. formatofthe
delegated regulation (EU)
L . reports a well Ensure
establishing substantive o )
. L as submission MSDT Necessar | continuous
2 requirements fora Union inventory 21 2018 . -
o processes and EPA y training of civil
systemand taking intoaccount .
. . review of servants
changesin the global warming . .
. . . information
potentials andinternationally reportedin
agreedinventoryguidelines MMR
pursuantto Regulation (EU) No ’
525/2013 of the European
Parliament and of the Council.

5.10.2.2 Emission trading scheme (EU ETS)

Measures for implementation of the European Emissions Trading Scheme (EU ETS) for the GHG are
elaborated in the National Climate Strategy for Montenegro. Since Montenegro does not have the
legal framework to be harmonised with the EU legislation in that field, it is planned that in the period
2016-2020 most of the measures will be related to the establishment of the monitoring, reporting and
verification legislative framework, organisation of the system, training of human resources and
strengthening of capacities. The National Climate Change Strategy represents basic precondition for
implementation of the EU ETS. In order for EU ETS to be established, the Climate Change Law shall be
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adopted which will provide for legal basis for its full implementation. However, while working towards
this goal, Ministry of Sustainable Development and Tourism will address awareness raising especially
on the monitoring, reporting and verification requirements among potential operators which will fall
under this system in order to prepare them ahead and enable seamless implementation once the
necessary legal groundwork will be finished.

Timeline for this activity isindicated in the Table LIII, by which the Climate Change Law will be adopted
by the end of 2018. This legislative act will transpose all requirements stipulated in the ETS Directive
(2003/87/EC) and related legislation in this field. The process of transposition will start with TAIEX
mission in second half of 2016, which will analyze the structure and outline of the Climate Change Law
with a specific focus on establishment and regulation of EU ETS in Montenegro. By the end of 2017, at
least 6 TAIEX assistance missions will be conducted in order to define in more details key elements of
the EU ETS to be included in the draft Climate Change Law. By the end of 2017 IPA |l project will be
developed with the aim to assist finalization of the transposition of the ETS Directive (2003/87/EC) and
ensure necessary capacity building of the potential operators, state administration, induding issuance
of permits and inspection, and other relevant stakeholders. The Climate Change Law, once adopted by
the Government in 2018, will take into account the transitional period until the date of accession to
the EU, during which potential operators will have only voluntary obligations in line with the ETS
Directive (2003/87/EC) and related EU legislation in this field. After the date of accession to EU, the
European Emissions Trading Scheme will be fully operationalin Montenegro..

5.10.2.3 Ozone depleting substances (ODS) and emissions of Fluorinated gases

Requirements of the Regulation (EC) No 1005/2009 (amended by Regulations (EC) No 596/2009,
744/2010, 1087/2013, 1088/2013) on the protection of ozone layer and Regulation EU (No 517/2014)
on F-gases are implemented to a higher extent through the implementation of the Law on Air
Protection and Decree on substances that deplete the ozone layer and alternative substances that
establish the bodies responsible for implementation, necessary prohibition of use, import and export
of such substances as well as penalty measures. It is worth noting that use, import and export of ODS,
if done contrary to the law, are defined as criminal offencesinthe Criminal Code of Montenegro.*!

Montenegro has eliminated the use of all ODS except for HCFC substances out of which itimports only
the cooling fluid R22 in the amount of 13.9 t annually. The consumption is kept on the level from 2013.
Montenegro implements the Montreal Protocol in line with Article 5, which actually means that
Montenegro is entitled to finandal support in the implementation of the Protocol and to longer
deadlines for the full elimination of the ODS than the EU. Given the negligible quantity of ODS used in
Montenegro and the fact that these substances are not produced in Montenegro, harmonization of
the time limits with the EU should not be a problem. Montenegro is often mentioned as the regional
role model of good implementation of the Regulations of this kind.

In this sector the Directive 2006/40/EC (MAC Directive) relating to emissions from air-conditioning
systems in motor vehicles has not been implemented in Montenegro yet, and it is negotiated about in
the Chapter 14 (on automotive homologation).

Companies and repair services that handle the equipment containing ODS and F gases in Montenegro
are trained and certified. However, there is no system of mutual recognition of certificates with the EU

910fficial Gazette of RMNE 70/03,13/04,47/06, Official Gazette of MNE 40/08, 25/10, 32/11, 64/11,40/13,56/13, 42/15, 58/15.
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member states. This system is being developed in parallel with the system of mutual recognition of
certificates for other occupations (Chapter 1).

TABLE LV: IMPLEMENTATION PLAN - CLIMATE CHANGE - ODS & F-GASES

No. EU legislation Measure In§t|tu _Tlme Lyl f9r Te<fhn|cal Note
tion implementation Assistance
Regulation (EC) No
1005/2009 ("recast"),
with amendments of . . Implementatio
. Continue with MSDT In L .
1 the Regulations (EC) No. 22 . . . . ninlinewith
implementation EPA implementation A
596/2009, 744/2010, the Regulation
1087/2013, 1088/2013
(ODS)
5 Regulation (EU) No 23 Continue with M;M In LTEIHGI:T:;?:;'O
517/2014 (F-gases) implementation EPA implementation the Regulation
5.10.2.4 Transport and fuels

Quality of liquid fuels used in transport in Montenegro is controlled regulary. Implementation of

regulations includes the plan to establish the system of providing information about the consumption
of fuel and CO, emissions to persons purchasing new vehicles, as well as collection, control,

verification and transfer of aggregate and detailed data about newly registered vehicles.

TABLE LVI: IMPLEMENTATION PLAN - CLIMATE CHANGE - TRANSPORT AND FUELS

No. EU legislation Measure Institution . ML f_or Tetfhnncal Note
implementation Assistance
Continue with the in Full
1 | Directive 98/70/EC | 24 | fuel quality EPA _ , rutly
implementation implemented
control
Directive
2009/30/EC on fuel
qualityanda
mechanism to
monitorand reduce Establish control ME
) gregnhouse gas 25 and calculate MSDT 2018
emissions and greenhouse gases
. . . EPA
Directive emission
2009/28/EC on the
promotionofthe
use of energyfrom
renewable sources
Directive Este: bI|s: the
1999/94/EC on systemtor
provision of
consumer . .
informationonfuel informationon
3 26 fuel economyand MSDT 2018
economyand CO2 . .
. . CO2 emissionsin
emissions in respect
. respectofthe
of the marketingof ;
marketing of new
new passengercars
passengercars
Establishthe
Regulation (EU) No systemfor
510/2011 and calculationand
443/2 i 2
4 3/2009 on 7 reporting on CO MTMA 2019

emissions from new
light-dutyand
passengervehicles

emissionsin
respectofthe
marketing ofnew
passengercars
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Ensure keeping,
Regulation (EU) No collection,
control,
1014/2010 e
N verificationand
(Monitoring and transfer of
reportingofdataon | 28 Ml 2019
the registration of aggregate and
detailed data
new passenger
cars) aboutnewly
registered
vehicles.

5.10.3 Plan for Upgrading Administrative Capacities

Organization of institutions and the current administrative capacities still do not ensure efficient

transposition and implementation of legislation in the sector of climate change in Montenegro that
would be harmonized with the EU acquis. Adoption of the National Climate Strategy and establishment
of the Directorate for Climate Change in MSDT laid the first foundations of the institutional setup that

will be upgraded in the future and its human resources strengthened. Following activities will be
continued to achieve that:

e Establish an adequate institutional structure and inter-sectorial cooperation for the efficient
implementation of the policy in Montenegro in the field of climate change;

e Ensure an adequate administrative capacities of the institutions responsible for these issues on
the national level;

e Strengthen human resources of the Directorate for Climate Change in MSDT;

e Strengthen humanresources and ensure furthertraining of human resourcesin EPA;

e Establish an adequate organization, capacity and methods of work of the inspection body
responsible for supervision of the implementation of horizontal legislation in line with the
Recommendation 2001/331/EC of the European Parliament and of the Council of 4 April 2001
providing for minimum criteria for environmental inspections in the Member States.

TABLE LVII: PLAN OF ADMINISTRATIVE CAPACITIES - CLIMATE CHANGE
PLAN FOR UPGRADING OF ADMINISTRATIVE CAPACITIES
CLIMATE CHANGE
No. of employees (posts according to the job
Institution EU legislation classification rulebook)
2015 | 2016 | 2017 | 2018 | 2019 | 2020
Regulation (EU) No 525/2013 (Mechanism for
monitoringand reporting)
Directive 2003/87/ECon tradingin emissions (EU ETS)
Regulation (EU) 601/2012 (Reporting of greenhouse gas
emissions)
Regulation (EU) No 600/2012 (Verification of
greenhouse gas emission reports)
Decision2011/278/EU (Allocation of EA)
MSDT Regulation (EU) No 1031/2010, Regulation (EU) No 2 4 4 4 6 8
1143/2013, Regulation (EC) 176/2014 (Auctioning of
greenhouse gas emission allowances)
Regulation (EC) 176/2014 (Auctioning of greenhouse
gas emission allowances)
Regulation (EU) No 389/2013 (EU ETS Registry)
Decision 2006/780/EC (Double Counting)
Decision2010/2/EU (Risks of carbon leakage)
Dedsion 2014/746/EU (sectors exposed to a significant
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risk of carbon leakage)

Directive 1999/94/EC on consumer information on fuel
economy and CO2 emissions in respect of the
marketing of new passengercars

Regulation (EU) No 525/2013 (Mechanism for
monitoringand reporting)

Regulation (EU) No 749/2014 (Structure, format,
submission processes and review of information
reported).

Directive 2003/87/ECon tradingin emissions (EU ETS)
Regulation (EC) No 1005/2009 ("recast"), with
amendments to the Regulations (EC) No. 596/2009,
744/2010, 1087/2013, 1088/2013 (ODS)

Regulation (EU) No 517/2014 (Fluorinated GHG)
Directive 98/70/EC, 2009/30/EC (Fuel Quality)

Directive 98/70/EConfuel quality

EPA

Directive 2009/30/EC on mechanism to monitor and
reduce greenhouse gas emissions

Directive 2009/28/EC on the promotion of the use of
energyfrom renewable sources

Directive 2009/31/EC on geological storage of carbon
dioxide

ME

Directive 1999/94/EC on consumerinformation on fuel
economy and CO2 emissions in respect of the
marketing of new passengercars

MTMA Regulation (EU) No 510/2011 and 443/2009 on 2 2 2 2 2 2
emissions fromnew light-duty and passenger ve hicles
Directive 2008/101/EC (EU ETS aviation)

Decision 2009/450/EC (Aviation |)

Regulation (EU) No 1014/2010 (Monitoring and reporting of data on the registration of
new passengercars)

Directive 1999/94/EC on consumerinformation on fuel economyand CO2 emissions in
respect of the marketingof new passenger cars

Regulation (EU) No 510/2011 and 443/2009 on emissions from new light-duty and
passengervehicles

Regulation on CO2 emissions from new passenger and light-duty vehides - CO2
emissions fromvehicles

M

TOTAL | 16 | 19| 21 | 22 | 24 | 27

The Table does not contain the part that would refer to the strengthening of the administrative
capacities of AIA that should be done in line with the Recommendation 2001/331/EC of the European
Parliament and Coundl. Current projection of the strengthening of administrative capacities of AIA
needed for the full and efficdent implementation of Chapter 27: Environment Climate Change is
presented in separate tables atthe end of ChapterV (5.11).

5.11 UPGRADING ADMINISTRATIVE CAPACITIES OF THE ADMINISTRATION FOR INSPECTION
AFFAIRS IN THE AREA OF ENVIRONMENT AND CLIMATE CHANGE

Inspection bodies responsible for inspection of implementation of legislation aligned with the EU
legislation in the area of environment and climate change should be organized and trained in line with
the Recommendation 2001/331/EC of the European Parliament and the Council.
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The current number of only six ecology inspectors neither in physical nor in professional sense is
suffident for efficient inspection over the implementation of all the regulations in the area of
environment and climate change aligned with the EU acquis from Chapter 27.

Current estimate of the necessities for strengthening administrative capacities of the Administration
for Inspection Affairs has been prepared based on already undertaken obligations of the inspection
over the implementation of existing national regulations, even though total legal framework has not
still been aligned with the EU regulations within chapter 27. Upon the complete transposition of the
entire EU legislation, the obligations of the inspection body will increase significantly. Therefore, in the
following years, the need for additional reorganization and institutional strengthening of the AIA will
arise. The reorganization and strengthening shall comprise not only environmental inspection, but also
all otherinspection issues within the competences of the Administration, in order to be able to share
certain inspection tasks for environment and climate change with other inspections (e.g. Market
inspection, sanitary and phytosanitary inspection, etc.), thus strengthening inter — sectorial
cooperation and enhance the integration of environmental and dimate change policy into other
sections. Also, Montenegro will use the guidance documents and methodological tools for planning
and targeting of inspections developed by IMPEL and will actively participate in the activities of this
network.

TABLE LVIII: ADMINISTRATIVE CAPACITIES PLAN- AlA- ECOLOGY INSPECTION

UPGRADING OF ADMINISTRATIVE CAPACITIES

ADMINISTRATION FOR INSPECTION AFFAIRS — Department for Ecology Inspection

Chapter 27 Employed Plan for additional employment per years

No. Montenegro legislation

Name of subsection in 2015 2016 2017 2018 2019 2020

Environmental Law

Law on Responsibility for

Horizontal Da r.nage Causedto

1 legislation Environment 1 3 4 4 4
Law on Strategic Evaluation

of the Influence on

Environment

. . Law on Integrated Prevention
Control of industrial g

2 - and Control of Pollution of 1 1 1 1 1
pollution .
Environment 6
Airquality . .
3 Law on Protection of Air 1 1 2 2 2

Climate change

Environmental

Law on Protection of

4 noise Environmental Noise ! ! ! !
. Law on Nature Protection
5 Nature protection Law on National Parks 1 2 3 3 3
6 Waste management | Law on Waste Management 2 3 4 4 4
7 | chemicals Law on Chemicals 1 2 3 3 3
Law on Biocides
TOTAL OF ADDITIONAL EMPLOYEES PER YEARS 7 13 18 18 18
TOTAL 6 13 19 24 24 24

In 2015, six inspectors account for administrative capacities for Chapter 27 (for all subsectors of
environment). In order to improve inspection over the implementation of existing Legislation, it is
necessary to employ more inspectors, which would comprise the total of 24 inspectors, with existing 6
ones, inthe Department for Ecology Inspection.
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TABLE LIX: ADMINISTRATIVE CAPACITIES PLAN — AlA — FORESTRY AND HUNTING

UPGRADING OF ADMINISTRATIVE CAPACITIES

ADMINISTRATION FOR INSPECTION AFFAIRS — Department for inspection of forestry, hunting and plants protection

Chapter 27 Employed Plan for additional employment per years
No. The nam.e of Montenegro legislation in 2015 2016 2017 2018 2019 2020
subsection
1 Nature protection Law on Forests . 11 1 2 3 3 3
Law on Game and Hunting
TOTAL 11 12 13 14 14 14

In 2015, 11 inspectors for forestry, hunting and plants protection account for existing administrative
capacities. In order to improve inspection over the implementation of the regulations in the area of
nature protection, in 2016 the capacities need to be strengthened by employing an additional
inspector, i.e. with 3 inspectors by the end of 2020, which would comprise the total of 14 inspectors,

with existing 11onesinthe Department forforestry, hunting and plants protection.

TABLE LX: ADMINISTRATIVE CAPACITIES PLAN — AlA — WATER INSPECTION

UPGRADING ADMINISTRATIVE CAPACITIES

ADMINISTRATION FOR INSPECTION AFFAIRS — Department for Water Inspection

N Chapter 27 M S Employed Plan for additional employment per years
© | Name of subsection ontenegro legislation in2015 | 2016 | 2017 | 2018 | 2019 | 2020
1 Waters’ quality All existing regulations in the ) 3 4 5 6 7

area ofwaters
TOTAL 2 5 6 7 8 9

In 2015, two inspectors for waters account for the existing administrative capacities. In order to
improve the inspection over the implementation of regulations in the subsector of water
management, in 2016 the capacities need to be strengthened with three inspectors, i.e. with seven
inspectors by the end of 2020, which would comprise the total of nine inspectors for waters, together

with existing two.
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