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FOREWORD

| am pleased to present to you the seventh edition of the White Book, which is the most recognized and valuable
xUEOPEEUDPOOWOl wlOiT 1T w, 6601 61T UPOwWwHnOUI PT Ow( OYI UOOUUZ w" OUBED
continued to grow in 2015 as well. We continued to expand by attracting the mo st important and the largest

investors in the country, with the mission to help further improve the business environment in Montenegro.

If we look back at the year 2015 in Montenegro, we can say that it was a year of stability, with no larger

movements. This stability and a slower pace were recognized by our members whose overall assessment of the

ease of doing business in Montenegro was 6.2 (on a scale of 1 to 10) compared to 6.3 rating for 2014. Over the past

several years, the MFIC rating has been verywell perceived by readers as a very quick, simple and illustrative

indicator of local investment and business environment related trends. The decrease of rating by 0,1 comparing to

the last year, is most probably attributable to certain persistent old and newly emerged obstacles having negative
DOXEEUwWOOwWOUUwWOI OETI UUzZwWEUUDOI UUB w, OUIl wUx1 EPI PEEOOaOwW+EEOD
Governance are evaluated by our members as the areas that need further improvements, while, the Rule of Law

and Property Development have been recording positive trends. Also industry -wise, indicators for Tourism,

Energy and Telecommunications have increased, but banking/finance rating has been decreasing.

(OWEEEDPUDOOOWPUwWPEUWOUUwWx O1AEWEAEIXA Wwd] CuRGEEARGE Qb ul 1ul & Govu QU Qu /
Montenegro 2016+ 2018 and to discover that focus of economic policy in 2016 and in the mid run will be

removing barriers to economic growth and development and, consequently, increase of economic

competitiveness, aeating new jobs and improving the standard of living for all citizens of Montenegro.

To this end, Montenegro has continued making dynamic progress in its EU accession processand so far, 20
chapters, out of 35, were opened. Opening of new chapters also implies further harmonization with the EU rules,
which is a very demanding process since it implies constant education of human resources. This confirms that
Montenegro fosters the spirit of euro -optimism and European values. Montenegro also received the invitation to
join NATO and thus achieved one of its most important foreign policy goals. The NATO membership will ensure
long-term stability and security and will bring along many economic benefits, positively impacting the business
climate.

| hope that these achievements will be an additional incentive for the Government to continue carrying on
already introduced reforms.

By publishing this edition of the White Book we demonstrated a more proactive approach towards establishing a
more stimulating and rel axed business environment in our country. We wanted to underline all the
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improvements in the area of legislation through introduction of regulatory reform and implementation of the
reform of certain procedures, increased administrative capacities of some of the ministries, etc. However, the fact
that we are repeating certain recommendations from the previous editions shows that our members are still
experiencing gaps in implementation and everyday practice, embodied in a complex legal and regulatory
framework, and less-than-transparent business processes.

We sincerely hope that we have provided a practical contribution to improving legal and regulatory framework

for doing business in Montenegro and that the Government will show understanding for our proposal s. Based on
our previous cooperation with the Government, we believe that this understanding will come and will continue

to develop. This makes perfect sense since so far the increase in wealth in Montenegro has primarily been driven
by significant foreig n investments which are mostly our members.

Finally, we would like to thank all contributors to this edition of the White Book, especially to our members.

, PUOUOEYuwW' DUj O

MFIC President
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INTRODUCTION

In the seventh MFIC White Book (WB) we will present an overview of the
investment and business environment as seen by major foreign investors
in Monte negro. As with the previous editions, we will revisit the
recommendations on improving the business environment we provided
over the years and offer new ones. We are thankful to the Government of
Montenegro for attention they give to our recommendations by providing
detailed commentary which we will present in this edition of the WB too.

The changes that wehave seenover the years have improved the general
business environment, as evidenced by numerous research organizations.
Nevertheless, some changes were unfortunately for the worse, while there

29% of GDP

Several tens
of thousands
of related jobs

8300jobs

Figure 1: MFIC in numbers
are still important areas that have not seen enough needed improvement.

It is our common desire to see Montenegro become one of the most
attractive destinations for FDI, something not easily achieved amongst
such fierce competition coming from jurisdictions with a much longer
tradition of attracting foreign capital and more developed inf rastructure,
regulatory environment and practices. But we would not be here if we did
not believe Montenegro has something to offer that others do not. This is
what we need to build our str ategy ont the uniqueness that will set this
country apart and make it a regional hub for business and investment.

Introduction - 5

MFIC: WHO WE ARE

AR

The Montenegrin Foreign
is an association of leading
foreign investors in
Montenegro established in
January 2009. Our aimis
to:

Improve the investment
climate and support business
development in Montenegro

Promote communication,
cooperation and dialogue
between the Council and the
Montenegrin authorities;

Cooperate wittthe
Montenegrin authoritiego
help overcomissuesand
obstacleghat foreign
investorsmay faceincluding
those concerning economic
relations with other countries

Liaisewith otherD O Y1 U U Q
organizations within the SEE
region
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As the number of foreign investors has grown in Montenegro, so hasour membership, from the five companies
that established the MFIC back in 2009, t035 in 2016.

Introduction - 6
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SUMMARY

In discussing with MFIC members about what their general feeling was about the developments affecting the
businessenvironment in 2015, most were not able to clearly define whether the feeling was positive or negative.
And perhaps that is exactly the main feature, as some improved and some were a step back, thus creating largely
a similar situation from the previous years.

This year we received comments from the Government on our 96 recommendations from the previous White
Book. The Government commented on a total of 90 recommendations while committing itself to consider or
accept6land dismissing 28.

The Government's comments on MFIC
recommendations - a statistical overview

ogé/?ogg%d on

Will be
phsidered/accepted
64%

B Will be considered/accepted Dissmised B Work in progress = Not commented on

Figure 2: The Governme nt's comments on a total of 90 MFIC recommendations

Governmentz ldstitutions provided their comments in a joint document that we found very useful.  We have
guoted all the comments we received from the Government after each of the recommendations, adding further
comments from the members where applicable.

(OwlT 1T WET ExUl UwURUOEEG QO] SEE WDOOBWUOUWPOXxUOYDOT wUI T wuiTUO
laws and regulations proposing changes that we believe would bring about a positive impact on the investment

and business environment and further align the regulations with the EU and international standards.

As in the previous White Book, we have identified several key issues such as Labar Law, Property
Development, Taxation, Corporate Governance and the Rule of Law. Our members noted improvements in the
environment in these aspects, however, there were also new challenges.

Introduction - 8
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In the chapter devoted to the Industry Overview, the White Book deals with issues and recommendations that are
specifically related to the industries which ou r members come from and have not been mentioned in the focus
areas in the previous chapter.

In the final part we offer further detail son the well-established cooperation the MFIC has with the Government
and the, %( " z UwE E Uilgtdedupdtidhw Ul OE U

Introduction - 9
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1. MFIC BUSINESS ENVIRONMENT INDEX 201 5

ABOUT THE INDEX

The MFIC Index is a perception-based evaluation of the ease of doing business in Montenegro. It is derived solely
from the opinions of its members who grade the individual industries which they represe nt on a scale of 1 to 10,
where 1 is the poorest score and 10 the best. The aim is to provide foreign investors and local decision makers
equally with a quantitative overview of how the investors already running a business in the country perceive the
business environment on the basis of several indicators (see below). It is divided into two categories: in the first,
investors provide a rating of the industry in which they operate as a whole, and in the second, individual focus
areas that the MFIC hasidenti fied on the basis of input from our members.

1.2. FIFTH YEAR OF THE MFIC IND EX

In the fifth year of the MFIC index we see the index stabilizing, with a somewhat decreasedresult compared to
the previous year. Our members in general felt there were not enough positive changes, and the index is a good
reflection of that. But what is more interesting is that this is the second time with no increase.Why is this
happening for the second year in a row? This is what we tried to discover talking to our members, and thi s is
what the WB 2015 is about.

OVERALL RATING 2015

MFIC INDEX:6.2 (6.31)

MFIC Index 2011 - 2015

6.4

6.3 6.3
6.2
6.2
5.9
5.8
5.8
5.6 -
5.4

m2011 = 2012 m2013 m2014 m 2015

(]

12014 result

MFIC Business Environment Index 2015- 10
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This is what the results in individual categories of the index looked like over the past four years:

How much positive or negative impact
these Focus Areas had on your business:

H 2011 w2012 m2013 m2014 m2015

8
6.3
. 5454 45.85.75.8 658657 555.65.85.95 6 4§52545.25.2
4
2
0
Labour Market and  Property Development Taxation Corporate Governance Rule of Law
Employment
How do you feel in: (Industry Rating)
W 2011 w2012 m2013 m 2014 m2015
10
9 8 7.8.75 8
8 7 6 8 777 6
l 556 6 5825586 %.6.33
5
4
3
2
1
0
'oo&. & & <0 & &
& N & & & &
& N S \ > \Z
& ,QQO . O'Q ,g’b' 'Q\
& N o < xS
& S & o
oy ol & g
g Q&o Qo
g é@
NS

When rating the industry, our members considered how easy or difficult their daily operations are due to the
general business climate and regulatory environment, and other factors such as:

- administration,

- the legal framework including laws and institutions,

MFIC Business Environment Index 2015- 11
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other business infrastructure areas
like roads, education, etc.

OYDE

ewou Rasi2& that the %o specific

the state, and do not reflect current

conditions or other external factors such as

methodology behind this ranking, it reflects the subject

an economic crisis. perception of MFIC members and not generally accept

facts.

For rating the individual focus areas, our

members considered how much positive or

negative impact to their business each of the categories listed below has:

The labour market and employment include several issues such as severance payments, fixederm
contracts, sick leave, etc.

Property development for this particular purpose relates to construction permits, registration, cadastre,
enforcing mortgage contracts, real-estate appraisal, etc.

Taxation/contributions refers to various fees, taxes, levies and the overall consistency and transparency
in paying taxes/evasion of payments.

Corporate governance includes financial reports, bankruptcy regulation, VAT harmonization with the
EU and audit practices.

Rule of Law and provisioning of public services includes the length of commercial disputes and court
cases, permits and licerces, temporary residence and work permits, etc.

MFIC Business Environment Index 2015 12
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2. THE YEAR IN REVIEW

what the key priorities are for 2016:

Highlights 2015

Economic growth in 2014 was disappointing. A
rebound on the back of strong foreign direct
investment (FDI) inflows and progress on a major
highway project is expected in 2015

Construction of a section of a motorway from the
capital to the north east of the country has begun.
The Chinese construction company CRBC will be in
charge of construction of the 44-km long priority
section (about one-third of the total motorway), while
85 per cent of financing will be covered by a 20-year
loan from China EximBank.

Steady progress is being made on EU accession
negotiations. Montenegro has now opened more than
half of the EU acquis chapters, and two chapters are
provisionally closed.

2 Source: Ministry of Finance.

2015 was a year with several significant developments for the business and investment environment. Below is the

Key priorities for 2016

]

Public finances need to be managed carefully. The
new highway project has added significantly to the
public debt burden, notwithstanding the favourable
interest rate and lengthy repayment period, and
carries significant currency risk. Prudent management
of spending will be vital to maintaining
macroeconomic stability.

Further business environment reforms are needed.
Although Montenegro has been successful in
attracting FDI, investor surveys point to dissatisfaction
with areas such as the rule of law and property
development, as well as tax policy stability and
flexibility. Addressing rule -of-law issues will also be
needed for further EU approximation.

Privatisation impetus needs to be restored. Progress
over the past year has been minimal, and a new effort
is needed to bring assets to sale and attract further
investment into key sectors such as energy and
tourism.

After the economy went into recession in 2012, with real GDP contracting by 2.5% growth resumed in 2013, and
according to Monstat data, GDP grew at 3.3%, followed by an even more moderate pace in 2014 atl1.8%, and a
more generous 4.3 percent in 2018.

The Year in Review - 13
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Figure 3: GDP in thousands of euros, Sources: Monstat 20092014, Ministry of Finance estimate for 2015

In 2015 asignificant increase in FDI inflow was recorded , thus reversing the negative trend from 2013. According
tothe" 1 OUUEOQw! EQOwWOIi w, 6601 O1 T et Bounflow Hrowdddid £6a9R mifidnowi OU wl Y h
almost doubling the amount from 2014 :

2010 2011 2012 2013 2014 2015

Direct investment, U0 mi 543 389 482 324 353.9 619.2

Table 1: Foreign Direct Investment, source Central Bank of Montenegro

3 Source: Central Bank, for 2014 estimates by the Montenegrin Ministry of Finance.

The Year in Review - 14
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In relative terms, such asper capita or percentage of GDP,Montenegro remains the regional leader among the
five countries of South-East Europe. For example, in 20B, which saw one of the lowest levels of FDI for several

In relative terms such as per capita or percentage of G
Montenegro remains the regional leader among the fiv
counties of SoutkEast Europe. For example, in 2013,
which saw one of the lowest |l FDI in several years,
FDI as percentage of GDP in Montenegro was the higl
in the region at 10.37 percent. In addition 2011, also
with one of the lowest levels of FDI during the dast

al EUUOwx] UWEEXxDUE w%# ( WwEU
next bestresut z + KhuwbOw21 UEDES ww

years, FDI as a percentage of GDP in Montenegro was the highest in the region at 10.3®6.4 In addition , in 2011,
also with one of the lowest levels of FDI during the past five a1l EUUOwx1 UWEExPUE w%# ( wWEUwz Wt N
the next-bestresultt z + Khuwb Gw21 UEDEGS

Many research papers and indicators emphasizethe importance of FDI for the Montenegrin economy . In order to
achieve an increase in the level of FDland return to much needed stronger growth, Montenegro needs a
competitive environment for FDI more than ever before.

2.1.MACROECONOMIC BACKGR OUND
, 0001 01 TUOGzUwlI EOOOOa wT Ul b wE UwBidpartdivitt dnBv@rade 6flalmestr® iframd O w0 T 1 w
2004 to 2008. Thisvas mainly due to strong domestic demand especially in the area of real estate, fueled by large
FDI inflows and rapid credit growth. The growth proved unsustainable as demand contracted due to the impact
of the global crisis and internal factors. The steep decline in demand was followed by a drastic fall in FDI, leading
to an almost total freeze in the real estate market and a sudden liquidity shortage. The impact of the crisis on the
Montenegrin economy was severe and fully unfolded during 2009, with annual GDP contracting by 5.7% YoY
from an already high 6.9%. After contracting for almost two years, the industry began to grow again in the second
half of 2010. Nevertheless, industrial production at the end of 2010 was still considerably below its pre -crisis peak,
and economic performance remained depressed until 2012, while growth resumed during 2013 at a moderate

4 Source: United Nations Conference on Trade and Development
5 According to  the central banks of the five countries in the region: Montenegro, Serbia, Albania,
Macedonia, B &H.

The Year in Review - 15
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pace at 3.3%#, continuing at an even more moderate rate in 2014 at1.8%’. Somewhat stronger growth was
resumed in 2015 with projections currently standing at 4.3 percents.

On the fiscal side, policies have become more prudent in the past few years, but the deteriorating economic
situation and the activation of state loan guarantees caused a surge in public debt, reaching almost59% of GDP in
September2015 from 27.5% in 2007.° Nevertheless, the authorities have made good progress inconsolidating
Montenegro's public finances in recent years. Even so, with construction of the 41-kilometr e (km) priority section
of the 164-km Bar-Boljare highway project which started in 2015, the longplanned construction project is

government deficit will widen from 0.9% of GDP in 2014 to 5% in 2015, and to over 4% thereafter.

These unfavorable public debt dynamics have resulted in a sovereign debt rating downgrade (by S&P)from BB-
to B+ in November 2014. As the rating company explained, the primary reasons for the further downgrade are the
October, while the stable outlook reflects a balance of risks from worsening external, fiscal, and debt metrics
againstUT 1 wEOUOUUAAUWI UOPUT wxOUI OUPEOGS »

Sovereign Credit Ratings 1°
Dec 2011 Mar 2012 Jun 2012 Nov 2014 Nov 2015

MNE: BB BB BB- B+ B+/B

3. WHAT OTHERS THINK

Numerous international organizations and think -tanks have publish ed their research on Montenegro. We would
like to take a look at some of them.

According to the Global Competitiveness Index produced by the World Economic Forum (WEF), Montenegrin
competitiveness resumed growth after a decline in 2013, and stagnation from there on. 1!

6 Source: Monstat.

7 Source: Monstat

8 Source: Ministry of Finance.
9 Ministry of Finance data.

©Source: Standard & Poords
11 http://www3.weforum.org/docs/gcr/2015 -2016/MNE.pdf . The ranking is out of 140 countries, lower is
better.

What others think - 16
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Figure 4: Montenegro's ranking in the Global Competitiveness Index 201042015

Just like the previous years, the findings of the GCI correspond exactly to the general perception of our members
qguantified in the MFIC index. The MFIC index show s that our members feel that the reforms have not progressed,
with even a slight downwards trend just the same as GCI. What is more important, there is a clear trend in both
indicators over the years that shows relative stagnation or only incremental progress, demonstrating a need for
reforms that go deeper into the core issues to achieve results that would turn the lingering progress into more
rapidly advancing development.

? 0a need for reforms that go deeper into the core isst
to achieve results that would turn the lingering progres
into more rapidly advancing development.

EEOQOUEDPOT wOOw6 OUOE w! E § MgntdnagrddHikled sobé)fRogdress id imprayving the business
environment going from 47 to 46 in rank out of the 189 economies surveyed Relative to its regional peers,
Montenegro progressed more slowly, especially when compared to FYR Macedonia which got ever closer to the
top ten world economies at number 12. Regardless, Montenegro remains one of the best ranked economies in the
region.

What others think - 17
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Figure 5: WB D oing Business 2016 ¢ Overall rating, regional comparison 12

In sum, all economies in the region improved their rankings, with Macedonia, Croatia and Bulgaria in the first
three positions in the order given.

Thus, Montenegro has continued to improv e its business environment over the years, according to the DB report.
However, it should be noted that this progress is the result of a relatively significant advances in two one of the
UEUI E wi @lin@Ety Oanstréction Permits?, where Montenegro increased its rank from 102 to a still
relatively poor 91st position, EOE w? / Ea D OT w3 ER 1 Upthewindidaiotsuwprd eitbedanta lightu

? oit should be noted that this progress is tesult of a relatively significant advances in two one
Ul 1 wUEUT Ewi DI OEUOwW?#1 EOPOT wpPUT w" OOUUUUEUE
vyl OEwUOWEwWUUDOOwWUI OEUDYI Qawx OOUwWNhUUwx OWYE
were either on a slight downward trend, or no changes were moted.

downward trend, or no changes were noted.

EEOQUEDPOT wOOwWUIT T w' 1 6D OET IR wdhd WG EDODOOE LUWUY WEOOOwW, 6OOUI O1 T U
is 649, making its economy the 65t freest in the 2016 Index, up one position from the 2015 Index.13

2pB2015 ranking shown is not | ast year6s published ranki
captures the effects of such factors as data revisions and the changes in methodology.

13 2016 Index of Economic Freedom, Heritage Foundation;

http://www.heritage.org/index/country/montenegro

What others think - 18
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Figure 66 w, OOU 1 Ebré dvédgmeuhe' 1 UDUET | wnOUOEEUDPOOz Uw( OET RwOi w$EOOOODEW
As the report summarizes:

ECONOMIC FREEDOM SNA PSHOT:

2016 Economic Freedom Score 64.9 (up 0.2 point)

Economic Freedom Status: Moderately Free

Global Ranking : 65th

Regional Ranking : 31stin Europe

Notable Successes Trade Freedom and Fiscal Freedom
Concerns: Management of Government Spending and Corruption
Overall Score Change Since 2012 +2.4

=A =4 =4 4 4 A -4

?The government has pursued refarta curb chronically high levels of spending and improve
public-sector efficiency, but progress has been sluggish. Despite the relativatyaimedined rule of
law, the pace of legislative and judicial reform has been slow, and corruption is stillgokase
significan® ?

2016 Index of Economic Freedom, Heritage Foundation

3.1. IN CONCLUSION

Following a generally positive trend from the past few years,, OOU1 01 T UOz Uwl OOEEQWUEOODPOT Uu
research works such as Doing Businessand the Global Competiveness Index either stagnated or improved

What others think - 19
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slightly . However, two points stand out from the findings of the reports and the perception of our members as

well:

1. The pace of reforms and improvements is not at a level necessary to produce the desired results.
2. Even though Montenegro is improving the business environment, asthe starting point is rather low and
the country remains in the upper middle rankings with significant room for additional improvement

In addition , according to the majority of the research presented here, some of the areas such athe rule of law,

corporate governance and infrastructure remain underdeveloped.
Montenegro 20% Progress Repofiy theEuropean Commissiaon theLegal System

?PLicensing, contract enforcement, access to credit and cumbersome tax administration

procedures are the main obstaclestferbusiness communidy?

What others think - 20
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3.2. THE CHALLENGES AHEAD

In summary, it is illustrative here to quote the findings of the IMF & staff teany sit to the country 4 which offers
a balanced and informed view of what Montenegro will have to deal in the short and medium term:

IMFE "The medium-term outlook is boosted by the construction of the Bar-Boljare
Executive highway. The government intends to pursue other fiscal incentives and public
infrastructure projects to promote economic development and connectivity.
Board 2015 *OP1 YI UOWEOUT OUT T wlT i wl OYI U661 60z Uwl UOPUT wUOU
Article IV also carries sizable risks, notably to the public finances. Montenegro also remains

vulnerable to fluctuations in external demand and global financial conditions.

Consultation

with "Even with relatively high growth, staff projects deficits of around 8 percent of GDP
over the next three years, contributing to substantial financing needs. During that

Montenegro time, gross public debt is expected to reach 80 percent of GDP, from 66ercent in
2015

"Low labor productivity and employment hold back potential growth. In this
context, the process of aligning labor laws with those of the EU provides an
opportunity to improve the flexibility of labor market outcomes, boost participation
rates, and reduce informality. "

14
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4. MFIC MEMBERSZRECOMMENDATIONS FOR IMPROVING THE REGULATORY

ENVIRONMENT

The regulatory environment in Montenegro has seen many changes diring the past few years primarily related to

the EU reform agenda. We will list some of the observations of our members on specific issues that can be further
improved to better accommodate the needs of business and economic development In this edition of the White

Book, we will continue by offering more specificsand will add the & OY1 UOOIT O U z Whidd w&recdidtito U w
some of our recommendations.

NOTES:

1 We will number each recommendation using the letter R followed by the recommendation number,
UUET wEUw1lhOwll OwlRod

1 The recommendations from the White Book 2013 and2014 keep the numbers that were assigned in
previously , while the new recommendations will  continue numbering.

1 Recommendations from 201 4 are marked by a border and font :52014 recommendatioﬂ'ls

4.1. LAWS (R1-R48, RO3-R98, R117)

In this section we have compiled the suggestions from our members on how to update the regulation that creates
businessbarriers and bring it in line with modern international standards and best practices. We repeated all the
recommendations from the previous WB, adding comments we received from the Government on some of our
recommendations.

- LAW ON ASSESSMENT OF ENVIRONMENTAL IMPACT (R1, R117%

No Recommendation Will be Dismissed | Work in Not
considered Progress commented
/accepted
R1 Amend the conditions set out in Articles \
20 to 24 to shorten the deadlines defined
therein
R117 | The Phase | should beminimalized as its NA
outcome is already known in advance.

, %( " wOl OET UUzwUI EOGOOI CEEUPOOUWI OUwb-@2UOYDPOT wUT T wu
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Article 8 of the Law defines stagesin the process of producing an assessment of environmental impact
which increases the time for approval of the project, thus prolonging the timeframes for obtaining a
building permit.

(R1)*s Our proposal is to amend tlenditionsset out in Articles 20 to 2tb shorten the .
deadlines defined therein, which would greatly shatterprocedure for obtaining the approva:ll
for the assessmeahdconsequently thbuilding permit.

&O0YI1 UOOI OUz Uletcorm@arafivesractice of duration of the procedure is taken into
account, the period for this procedure is very short in Montenegro. Any shortening would make
the procedure of environmental impassessment pointless, having in mind the necessity to

involve public participation.
Even though our members consider that the three-month deadline is still far too long , we will accept
&OY1T UOOI OUzUwi RxOEOCEUDPOOB w

Previously in recommendation R2, we prop osed: amending the Rulebook on projects which need to have
an assessment of the environmental impact, so that telecommunication facilities are classified in a list that
omits Phase | (request for the assessment) and goes directly to Phase Il (project devepment). The issue
here is that the base stations are always treated as buildings that have an impact on environment. This is
why would like to offer a new recommendation: (R117) The Phase | should be minimalized as its
outcome is already known in advance.

- LAW ON COMPANIES (R3)

No | Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R3 | Itis necessary to reinsert the provision in the Law | V
on Companies according to which a Registrar is
not liable for the authenticity — of information
from the application for registration, rather the
responsibility lies with the requestor.

(R2) It is necessary to nesertthe provision in the Law on Companies according to which a

| Registrar is not liable for the authenticity of information from the application for
registration rather the responsibilities withtherequestor

15 As explained in the note above, the symbol (Rx) throughout the document denotes a
recommendation and assigns a number to it.

, %( " wOl OEIl UUz wUI EOOOI OEEUDPOOUWI OUwhb-@3UOYDPOT wlT 1 wu
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The reason is that in the practice, the registration procedure is being delayedwhile the Registrar is
verifying all the submissions incl uding the notarized documents which should be a part of this
POUUDPUUUPOOZUWUI UxOOUPEDPODPUA

&O0YI1 U001 OUz Uudting Ofitlietnéws Law on Business Organizations is planne@fbr
2015,in whichthis recommendation will be taken into account as well.

LAW ON SPATIAL PLANN ING AND CONSTRUCTION (R4¢ R7)

Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R4

R5

R6

R7

It would be necessary to define timeframes for \%
processing the requests and possible penalties for
local governments that do not act in accordance

with this law.

It is necessary to establish unified cadastral maps \%
at the State level, where it would update the

information on underground installations and

create a unique database that would be accessile

to everyone.

It is necessary to equalize the Price list on charges V
for utility equipment in municipalities

The current Law on Spatial Planning and \4
Construction deals with construction,

reconstruction, renovation of facilities, but not the

replacement of equipment, so we think that we

should adopt by -laws that deal with this area

Article 91 established the authority for the issuance of building permits in a way that divides the
jurisdiction in this matter between the government ad ministration and local government administration.
For example, telecommunication facilities are under the jurisdiction of the local government
administration , however some local governments still do not process requests submitted by mobile
operators for issuing building permits or construction of temporary buildings which causes significant
difficulties for them in conducting business operations in those municipalities.

(R3) In this sense, it would beecessary to defiieneframedor processing the requestad
possible penalties for local governments that do not act in accordance with this law.

&O0Y1 UOOI OUz Haridg®midd thai drafting of the new Act on Spatial Development
and Construction of Structures is ongoing, this prsglowill be presented to the Working Team
for consideration.

, %( " wOl OEIl UUz wUI EOOOI OEEUDPOOU Wi OUwb-@2UOYDPOT wlUT 1 wu
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Article 128 of the Law defines a Cadastre of Ducts (underground and above -ground ducts), in the sense
of keeping records on such facilities, but is not applied in practice since the record has not been created.
This means that it is impossible to register underground reservoirs of gas stations and similar.

(R4) It is necessary to establish unified cadastral maps at the State level, where it would Lflpdate
the information on undergrouhinstallations and create a unique database that would be
accessible to everyone.

&OY1T UOOI OUz UINoB&OO1 OU 06 w
Fees for utility equipment  differ from municipality to municipality. Some municipalities have extremely
high prices, soit does not pay for the operators to invest in construction of new infrastructure.

(R5) It is necessary to equalize the Price list on charges for utility equipment in municipalitfies.

&O0Y1 UOOI OUz UAshraduslp Baid, telecommunication structures are exempttiem
payment of fees for provision of utility infrastructuia construction land

Telecommunications is an area that is rapidly developing in terms of technology, so the replacement of
equipment is unavoidable.

(R6) However, the current Law on Spatial Planning and Constructieals withconstruction,
reconstruction, renovation of facilities, but not the replacement of equipment, so we think :that
we should adopt blaws thatdeal with this area. |

&O0Y1 U001 00Uz IReEahStCtD Mmeans replacement of installations, devices, plants and
equipment thus the existing capacity is altered (Article 9). Therefore, the Law regiuates
replacement of "equipment” and separate regutat@are not needed

LAW ON YACHTS (R10% R15)

No | Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/ accepted

R10 | Article 20 of the Law on Yachts should be amended \

as follows:

23T 1T wUi DBxOEUUI UOWOU WUT T wl
which is sailing into Montenegrin waters may, prior

to sailing into the destination port, send copies of

, %( " wOl OEIl UUz wUI EOOOI OE E U b la@yemnirddidend®-@% UOY D OT wUT 1 wU
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documents via mail, fax or email to the Port

Authority or a Branch Office for the purposes of
conducting border controls, obtaining a vignette and
notarization of the signature of the crew and
passengers, in which case he shall warrant by means
of his signature on an appropriate form from the

Port Authority that the copies of all documents
submitted are equal to their originals.

R11 | A penalty provision in the Article 42 of this Law \4
should also be added for a person who verifies that
copies are authentic for which he knows or must
know that they are not equal to the originals.

R12 | Article 20 of the Law on Yachts: paragraph 4should | V
be amended to define the minimum time frame as
follows:

2317 1T w/ OUUOw U0OT OUPUawoli wE!
not all documentation from paragraph 3 of this

Article for obtaining a vignette has been submitted,
order the Shipmaster, or the skipper of a foreign

yacht that within a timeframe which cannot be

longer than 48 hours to submit the required
documentation, and within that time the yacht will

stay in the destination port.

R13 | Article 25 of the Law on Yachts¢ paragraph 2 (R13) |V
should be amended as follows:
? wi OUlI PT OWAaEET UwUT EQwx E
competition or is arriving in Montenegro in order to
be presented at a nautical fair does not have to have
a vignette, under the condition that the orga nizers of
the sports competition or the nautical fair notify the
Port Authority or a Branch Office no later than 48
hours from the beginning of the competition or fair.
This exception applies to the period of 48 hours
before and after the dates inthe orggdO B a1 Uz Uw
notification.

R14 | Article 28 of the Law on Yachts ¢ the following \4
should be added: (R14) a daily vignette fee and a
price list of administrative fees paid with this fee.

R15 | Article 29 of the Law on Yachts ¢ (R15) a sentence \Y
should be added at the end of paragraph 3:

? UWEOwWI REI xUPOOwWi UOOwxE!
pilotage is not mandatory for a yacht commanded by

, %( " wOl OEl UUz wUI EOOOI OEEUDPOOU Wi OUwb-@8 UOYDOT wlUT 1 wu
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a person who has sailed into the same port more
than five times with previous approval from the Port
Authority or a Branc h Office. The Port Authority or a
Branch Office shall respond to a request by the
Shipmaster for exemption from mandatory pilotage
within 24 hours of the reception of the request. In
case there is no response within the given deadline,
it shall be considered that the approval has been
granted.

(R7) Article 20 of the Law on Yachts should be amended as follows

?The fipmasteror the skipper of a foreign yacahlich is sailing into Montenegrin waters may
prior to sailing into thedestination portsend copies of documents via mail, fax or email to tk
Port Authority or a Branch Office fahe purposes of conducting border contralstaininga
vignette and notarization dhesignature othecrew and passengeis which casée shall
warrant by means of his signature on an appropriate foom the Port Authority that the

e

copies of all documents submitted are equal to their originals

&O0Y1 UOOI OUz Umgaéntedtedthrough the Amendments to the Law on Yachts, entered

into force inAugust 2015

(R8) A penalty provisionn the Article 42 of this Law should also be added for a person wh
verifies that copies are authentic for which he knows or must knowhthedre not equal to the
originals.

Article 20of the Law on Yachts: paragraph 4 (R9) should be amended to define the
minimum time frame as follows

?ThePort Authority of a Branch Office shall, in case notddbumentatiorirom paragraph 3 of
this Article forobtaininga vignettehas been submittedrder the Shipmaster, or the skipper o
foreign yacht that within a timeframe which cannot be longer #tnours tosubmit the

requireddocumentationpand within that time the yacht will stay in the destination port

&O0Y1l U I O U atOWGE iedroplemented in the forthcoming period

Article 25o0f the Law on Yachts ¢ paragraph 2 (R10) should be amended as follows

MFIC membersz wU1 EOOOI OEEUPOOUwWI OUwhpOxUOYEDT wUOT T wUI T UOE
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?A foreign yacht that participates in a sppcompetition or is arrivingn Montenegro in order tg
be preseridat a nautical fair does not have to have a vignetteler the conditiorthat the
organizes of thesportscompetition othenautical fairnotify the Port Authority or a Branch

Office no later than 48 hours from the beginning of the competition oifffag exception applies
OOwUT T wx] UPOEwWOT wKWwT OUUU WE InbtifiddtionuE OE wE I Ol

Article 28of the Law on Yachts ¢ the following should be add€&11) adaily vignette fee anc
a price list of administrative feesid with this fee

Article 29 of the Law on Yachts(R12) a sentence should be added at the end of paragraph

?As an &ceptionfrom paragraph of this Article pilotage is not mandatory for a yacht
commanded by a person whiassailed irio the same port more than five times with previous
approval from the Port Authority or a Branch OffidéePort Authority or a Branch Office shal
respond to a request by the Shipmaster for exemption from mandatory pilotage within 2dfh
the recepobin of the requesin case there is no response within the given deadline, it shall be
considered that the approval has been granted

C/
S
([a)

ours

&O0Y1 UOOI OUz Umgénteatedtbrough the Amendments to the Law on Yachtstezh
into force in August 2015 (R13, 1ahd 15)

LAW ON CONSUMER PROTECTION (R16t R17)

No | Recommendation Will be Dismissed | Work in Not
considered Progress commented
/accepted
R16 | Itis necessary to harmonize the provisions of \4
the Law on Customer Protection for both users
and service providers in order for them to
clearly know their rights and obligations
R17 | This is why our proposal is to revoke this \Y
provision

31 1 wUUI ©defiheddrbAlrtitld25  are different from the rights of consumer guaranteed by the Law
on Contract and Tort and Law on electronic communication, which are lex specialior the area of
electronic communications.

(R13) It is necessary to harmonize the provisionthet.aw on Customer Protectidior both

users and service providers in ordi@r themto clearly know their rights and obligations.

, %( " wOl OEIl UUz wUI EOOOI OEEUPOOUWI OUwWb-@8UOYDOT w

Ol 1 wu
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Moreover, according to Article 36 of the new Law on Consumer Protection (Official Gazette No. 2/14 and
6/14), public service providers are required to get approval from the Organization for Consumer
Protection prior to forming the final price of a service.

As the electronic communications sector is already under a strict regulatory regime, this legal provision
creates unnecessary additional obligations for providers, i.e. seeking an opinion from a non -
governmental organization, although a regulatory body exists ¢ the Agency for Electronic
Communications wh osepurpose is, among other thing s, to regulate wholesale and retail prices, and
operators of electronic communications are required to notify the Agency o f all price changes.

(R14) This is why our proposal is to revoke this provision.

&O0Y1 UOOI 66Uz Ulh€ propbsadwilh he taken into accowithin the upcomingchanges to
the Act on Consumer Protection.

- LAW ON FOREIGNERS (R18¢% R19, R93-R95, R11%#120)

No Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R18 | The validity of a residence permit should be \

extended to 3 years from the existing 12 months as
that would significantly simplify the procedure
for employing foreigners.

R19 | There should be a possibility for an employee, \
when changing employers, to only obtain a new
working permit without revoking the residence
permit when such a permit is still valid.

R93 | The condition for applying for a permit is now a \
certificate issued by the Employment Agency
stating that there are no unemployed persons who
fulfil the conditions for engagement in such a
position or that an unemployed person has
Ul T UOUT Ewl 6xO00aldl OU66 wpl
provision be reconsidered.
R94 | A permit for employment and residence of \
foreigners may be issued for one year and be
xUOOOOT 1 Ewi OUWEOOUT T UwU
Ul Ul 1l wal EUU2 8 w3i DUwUI @0
to whether this is a maximum time, in which case
foreigners will not be able to apply for a permit
for permanent residence
R95 | TheUaUUl OwoOi weddi PUOEUDO \
qualifications needs a complete overhaul that

, %( " wOl OEIl UUz wUI EOOOI OEEUDPOOUWI OUwb-@3UOYDOT wlUT 1 wu
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would include not only shortening the entire
procedure but streamlining it and introducing
more transparency into the process. In addition,
there is a clear need for foreign engineers to be
able to acquire a licence in Montenegro based on
their existing credentials.

Understanding the importance of these NA
documents our recommendation is to provide

possibility to foreigners to get this statement from

their countries through their Embassies without

the need to go personally go to their country just

to take over of this certificate.

We recommend to consider liberalization or NA
simplifying the procedure for obtaining

permanent residence or citizenship for such cases

after a certain period based on employment

and/or property ownership .

Introduce the same procedure for obtaining a NA
residence permit for partners which are not

married

The limit for temporary contracts as the base for NA

work permits, should be decreased

(R15) The validity of a residence permit should be extended to 3 years from the existing 1
months as that would significantly simplify the procedure for employing foreigners.

&OY1 U001 600z UwE 66D D ¢ U weddidrbéndationis accepted with regard to issuing
threeyear permit to a foreigner, we think it would be contrary to the intention of the Act on

%OUI BT Ol UUwPT PET wx OEET Uwl OxT EUPUWOOwWI OxO00aoli
In response to the comment from above, the MFIC members noted that the new Law on Foreigners

(entering into force on 1 April) contains certain restrictions which are a step back wards in comparison to

the existing regulation. The condition for applying for a permit is now a certificate issued by t he

Employment Agency stating that there are no unemployed persons who fulfil the conditions for

engagementin such a position or that an unemployed person hasrefused employment. What is even
more burdening is the 30-day deadline which the Employment Agenc vy is given to issue this certificate.

, %( " wOl OEIl UUz wUI EOOOI OEEUDPOOU Wi OUwb-38 UOYDOT wlUT 1 wu
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(R93) Even though this condition is not stipulated for managerial positions, such regulatiofhs
only contributeto increasing the iflexibility ofthe labar market in Montengro and therefore

we proposehatthis provisionbe reconsideret

In addition, it is stated that a permit for employment and residence of foreigner s may be issued for one
year and be prolonged for another two years Pmeaning in total three years».

(R94) This requiredurther clarification, as to whether this is a maximum tinmrewhich case
foreigners will not be able to apply gopermit for permanent residenc@nce theondition for
suchapermit isa fiveyear residencgeriod in Montenegro.

(R16) There should begossibility for an employe@hen changing employern® only obtain
a new working permit without revoking the residence permit when such a permit is still
valid.

&OYI1 UOOI OUz niaEcorancé withuihe Act on Foreigners (Official Gazette of Montenegr
56/2014 and 28/15), a single documepermit for temporary residence and work (in the form of
ID) - will be issued to foreigners who are employed and work in Montenegro, which means that
the residence and work of a foreigner coincide and the peresidaince will not be entered into
travel document. This means that the period which a foreigner spent in Montenegro will not be
noted in their passport.

(R95) ThesystemOi WE OO PUOE UP OO wO éneddatoniplet®dvestag tha?d U E O D
would include not only shortening the entire procedure but streamlining it and introducing
more transparency into the process. In addition, there is a clear need for foreign engineers to be

able to acquire a licem in Montenegro based on their existing credestial

&O0Y1 UOOI OUz Thefpiodedur@ obracognition of foreign educational certificates is
transparent and very simple, meaning that only formal control of foreign certificates is
performedcredibility of the certificate, status of the institution)

Our members disagree with the above statement, emphasizing that in practice these requirements create
significant obstacles for investors.

Certificate on clean criminal record is part of the necessary documentation for extending the permit for
foreigners, from both UT 1 wE x x O B Ec&utty and Mént@r@grauTo get it from the country of origin ,
the applicant has to return to the home country to start procedure (which last s an approximate 3 weeks)

16 This has been revoked in the latest amendments during 2016

, %( " wOl OEIl UUz wUI EOOOI OEEUDPOOUWI OUwb-BxUOYDPOT wlUT 1 wu
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and sometimes again to take over the certificate.(R118) Understanding the importance of these
documents our recommendation is to provide possibility to foreigners to get this statement from their
countries through their Embassies without the need to go personally go to their country just to take over
of this certificate.

Our members report that currently we have a situation where foreigners have beenworking in
Montenegrin companies for almost 10 years,and they decided to stay in Montenegro, bought property
and are still going through the same procedure of permits extension every year, thus being unable to
have permanent employment contract. (R119) We recommend to consider liberalization or simplifying

the procedure for obtaining permanent residence or citizenship for such cases aftera certain period based
on employment and/or property ownership

Numerous expatriates that are coming to Montenegro bring their families with them. In cases where an
expatriate is married, his/her partner can obtain residencepermit, while those that are not married but
live with a p artner this is quite difficult. (R120) It would be recommendable to introduce the same
procedure for obtaining a residence permit for partners which are not married.

Companies which have branches all around the country often have issuesin find ing adequate candidates
for temporary jobsin branches on south of the country among Montenegrin citizens . However, our
members have noticed interest in such position from citizens from other countries in the region .
However, to obtain a work permit they need to present a contract for a minimum of 6 months, while most
of these jobs are needed only for 3 months (R121) In order to overcome this, the limit for temporary
contracts as the base for work permits, should be decreased

LAW ON PENSION SAND DISABILITY INSURANCE (R20)

No | Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R20 | Article 82 of the Law on Pensions and Disability \4

Insurance should be amended with norms that

would make an appearance before the Committee

mandatory, including the penalty provisions. We

propose that failure to appear be considered a

breach of work obligation.
Article 82 of the Law on Pension s and Disability Insurance defines that the procedure for pensions and
disability insurance is initiated upon a request from an insured person, or the employer of the insured
person and upon the proposal of a health organization that has provided the health protection .

In practice this Article cannot be implemented since if an employer initiates the procedure for
establishing the right of an employee to a disability pension, and the employee does not respond to the
invit ation of the Committee of the state Pension Insurance Fund the procedure is cancelled. The same

, %( " wOl OEI UUz wUI E OOOIing ke regnlétdyeavirddidentd-B2 UOY
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situation happens when a health organization initiates the procedure, and in practice the only way a
disability is established is on the basis of a personal request

(R17) This Article should be amended with norms that waunlakean appearance before the
Committee mandatoryncluding the penalty provisions. We propose that failure to appear be

considered a breach of work obligation

&O0Y1 UOOI OUz Ulh€ propbsed (thanges to the Act are not accepted because the rights
deriving from pension and disability insurance arespsial rights, which cannot be transferred

to other persons. Also, the Act on General Administrative Procedure provides a party's failure to
act may be considered waiving of the request.

- LAW ON HEALTH INSURA NCE (R96)

No | Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R96 | It would be advisable to consider introducing a \

provision that would define a definite number of
repeated sick leaves in succession after which an
employer should have the right to request a
Medical Board review.

(R96) It would be advisable to consider introducing a provision that would define a definifte
number of repeated sildave in succession after which an employer should have the right Eto
request a Medical Board review. |

- LAW ON ELECTRONIC COMMUNICA TIONS (R25, 27, 28 R97-R99, R18, 122-127)

No Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R122 | Article 192 should be revised in at least these NA

areas, protection of end users, personal data
protection and protection of competition.

R97 | Implementation of paragraph 4 of Article 159 \Y
excludes the implementation of paragraph 6,
which first leads to confusion in their
interpretation, and then in their implementation.
For this reason, the manner for implementation of
this article needs to be defined, especially taking
into account the high penalties provided in Article
192 of this Law in case ofbehavior of operators

, %( " wOl OEIl UUz wUI EOOOI OEEUDPOOUWI OUwb-B3UOYDPOT wlUT 1 wu
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contrary to Article 159 of the Law.

R98 | We encourage the authorities to reconsider the \Y

provision from Article 117, paragraph 3 of the

Law on Electronic Communications, which

regulates the renewal of licences for the use of

publicly available frequencies. This obligation

puts operators in an extremely disadvantaged

position, creating uncertainty for a business in

which millions have been invested previously.

R99 | Article 178 of Law on Electronic Communications, \4
defining the issue of direct marketing, is a
constraint for operators as communication with
UUIl U0wPUWEUOUT T UwbOUOwW@
urge the Government to define this matter in a
way that encourages and not discourages
technological advances.

R25 | Article 159 regulates the charging of the services \
in a manner that is contradictory because in one
part it gives operators certain rights (the existence
of several tariff packages) while in paragraph 7 of
the same Article makes the existence of tariff
packages pointless.

R27 | Operators, other than the Universal Service \
Operator (USO), should not have an obligation to
provide information on subscribers as it is
unnecessary after introduction of the Universal
Service Operator and the universal service
information directory.

R28 | The obligation imposed to the Universal Service \
Operator to print the Directory book should also
be revoked, as it is an outdated form in which
there is no interest at all. Evenmore importantly,
if a user requests deletion of his or her personal
data, this is impossible prior to the printing of a
new edition.

R123 | Discrimination as a legal institution is mentioned NA
only in the Article 3, but unfortunately without a
clear elaboration and clarification of what actually
constitutes discrimination of users. This makes the
designing and implementing offers for users
diffi cult, because some of them are often labelled
as discriminatory without a clear explanation on
what the specifics discrimination applies. More
detailed regulation in this regard would need to
be prescribed in order to avoid possibilities of

, %( " wOl OEIl UUz wUI EOOOI OEEUDPOOU Wi OUwb-B2 UOYDOT wlUT 1 wu
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abuse.

R124 | The procedure of the Agency in bringing the NA
decision represents also one of barrier in our
operations 6 un this regard, the Government
should consider the involvement of operators in
shaping the legal framework.

R125 | Article 151, paragraph 2, point 13 - the obligation NA
of the operators to obtain prior subscribersz
consent for changing or withdrawing tariff
package from the offer and migrate subscriber to
another tariff with similar or more favourable
tariff, should be amended in a way that instead of

sSUEUEUDPEI UUWEOOUI OUwUT T u
be required.
R126 | Article 152 paragraph 5 should be amended in a NA
way that informing subscribers 30 days earlier in
case of changing the terms and conditions defined
by the subscriber contract is obligatory only if
such changes are not in subscribers favour.

R127 | We propose to make changesto initially allowed NA
SMSmessagesto be sentb DUT OU U wUT 1 w
consent with the possibility that if users do not
want to receive messages, they shall have the right
at any time to unsubscribe from any of them.

Even though our recommendation 2417 was dismissed last year, our members consider this
recommendation is still valid. This year we would like to expand the recommendation:

(R122) Article 192 should be revised in at least these areas:

91 Protection of end users (points 12 and 13, paragraph 2 Article 192). The special Law defining this
field, the Law on Consumer Protection does not stipulate fines this high.

1 Personal data protection (point 15 paragraph 1 Article 192). The Law on Protection of Personal
Data does not stipulate fines this high (as high as 20 thousand euros)and we believe there is no
need to make an exception in the area of telecommunications.

1 Protection of competition. The Law on Protection of Competition already has penalties equally
high (1-10%of yearly income) rendering stipulating equal fines unnecessary when it comes to

17 The provisions of Article 192 of the new Law on Electronic Communications (2013) stipulate
unreasonably high penalties, which we consider to be inappropriate for the offences (for as many as 21
cases of breaking the Law)
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fulfilment of certain obligations prescribed in the points 6, 7and 8 of the same paragraph in the
Article 192).

(R97) Implementation of paragraph 4 of Article 159 excludes the implementation of paragraph
6, which first leads to confusion in their interpretation, and then in their implementation. For
this reason, the manner for implementation of #rigcle needs to be defined, especially taking
into account the high penalties provided in Article 192 of this Law in case of behaviour of
operators contrary to Article 159 of the Law.

—

operators, but in compliance with regulations on consumer protection, oblige operators to

include in their offer minimum one package of services with interval of 1 second, and oblige them
with regard to the price of such packageciwhmust not differ from the price of other packages of

the operators. The reason for this is that the operators whose offers used to include packages with
tariffing per 1 second established higher prices for such packages compared to other packages an
uses avoided them for that reason.

(R97) Implementation of paragraph 4 of Article 159 excludes the implementation of paragraph
6, which first leads to confusion in their interpretation, and then in their implementation. Ror
this reason, the manner for implementation of this article needs &fibhed] especially taking
into account the high penalties provided in Article 192 of this Law in case of behaviour of
operators contrary to Article 159 of the Law.

operators, but in compliance with regulations on consumer protection, oblige operators to

include in their offer minimum one package of services with interval of 1 second, andchelntige t

with regard to the price of such package which must not differ from the price of other packages of
the operators. The reason for this is that the operators whose offers used to include packages with
tariffing per 1 second established higher prices’doh packages compared to other packages and
users avoided them for that reason.
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(R98) Article 117, paragraph 3 of the Law on Electronic Communications, regulates the
renewal of liceces fortheuse of publicly available frequencies. The Article stigslétat upon
expiration of the licete a new tender should be implemented sbehthat any new provider

EEQWUEOI wOYT Uwl0T 1T wi sPUUDPOT wOx1 UEUOUz Uwi UI @aU
disadvantaged positigrreating uncertainty foe business irwhich millionshave been

invested previously. We encourage the authorities to reconsider this provision.

business climate, because the exiditensediave beegiven for the period of 15 years, which is

a sufficiently long period for investments and return thereof. We also point out that the practice
of leasing frequencies following the principle of auctions/tenders exists in all European countries
and in the regn, and that we have received a positive opinion from the European Commission
for this provision of the Act.

(R99) Article 178 of Law on Electronic Communications, defining the issue of direct marketing,
is a constraint for operators as communicatiorhwusers is brought into question. It negatively
impacts everyday technological advances, cost savings, speed of communication, environnmental
protection, and bettenformed users. Therefore, we urge the Governmeteftoe this matter

in a way that encowrges and not discourages technological advances.

protection, and also in compliance with European directives, and we point out that it was the
section of the Act addresg consumer protection that received the most positive comments from
the European Commission.

(R18) Article 159 regulates the charging of the servicesin a manner that is contradictory |
because in one pattgives operators certain rights (the existence of several tariff packages) while
in paragraph 7 of the sameticle maksthe existence of tariffackagepointless

package

(R19) Operatorspther thanthe Universal Servic®©perator(USO), shouldnot have an
obligation to providenformation onsubscriberss itis unnecessary aftemtroduction of the
Universal Servic®peratorandtheuniversal service information directory.
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&O0YI1 U001 OUz Ui ol @engabiyuconsidered theince there is a USO, other operators
do not need tprovidesuchinformation. We highlight that the focus of this provisiethe

usess, keeping them informedUsers already knothe numbers of their operator's services for
information and are contacting them, and it would certainly caisieckage in calls only with
theUSO, which is absolutelynacceptable from the viewpoint of protection of users and their
right to information at all times.

(R20) The obligation imposed to thimiversal Servic®perator toprint the Directory book
should also be revoked, as it iscatdatedformin whichthere is no interest at all. Even more;
importantly, if a userrequests deletion of his or lparsonal datgthis is impossible prior tthe
printing of a new edition

&O0Y1 UOOI OUz &M OO Adt Balieve that it imnecessary to print the Directory, because
there is a need to inform users in this way well in case they do not have internet or telephone
access. In addition, it is prescribed how to leave out personal data from new registries.

We are of the opinion that the recommendations R27 and R28 are well grounded and ask the Government
to reconsider one more time.

(R123) Discrimination as a legal institution is mentioned only in the Article 3, but unfortunately without a
clear elaboration and clarification of what actually constitutes discrimination of users. This makes the
designing and implem enting offers for users difficult, because some of them are often labelled as
discriminatory without a clear explanation on what the specifics discrimination applies. More detailed
regulation in this regard would need to be prescribed in order to avoid pos sibilities of abuse.

(R124) The procedure of the Agency for Telecommunications in bringing the decision represents also one
of barrier in operations of our members. Specifically, the issue lies with the Article 32 paragraph 5, stating
that the decisions of the Agency shall be final, and operators are bound to implement them regardless of
their merit. However, the paragraph 6 of the same Article states that in the event an administrative
procedure is initiated at the request of the petitioner, the enforcement of the decision can be postponed
until the court reachesfinal decision, but in practice this is not happening. In this regard, the Government
should consider the involvement of operators in shaping the legal framework.

(R125) Article 151, paragraph 2, point 13-UT 1 wOEOPT EUPOOwWOI wUT 1T wdOx1 UEUOUU WU
consent for changing or withdrawing tariff package from the offer and migrate subscriber to another

tariff with similar or more favourable tariff, should be a mended in a way that instead of subscribers

EOOUI OU0wOT 1T w T1 OEazUwWEOOUI OUwWUT OUOGEWET wUl gUPUI Ed w

B8Citing here the | ast yeards comment which has not <chang
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(R126) Article 152 paragraph 5 should be amended in a way that informing subscribers 30 days earlier in
case of changing the terms and conditions defined by the subscriber contract is obligatory only if such
changes are not in subscribers favour.

According to the Article 178, paragraph 1, the operators are not allowed to inform their customers via

SMS abouttheir offers that benefit the users themselves. (R127) We propose to make changesto initially

allowed SMSmessagesto be sentb DUT OUUwWUT 1T wOUI UUz weOOUI OUwhPBUOT wlOT 1T wx(
to receive messages, they shall have the right at any time to unsubscribe from any of them.

LABOUR LAW ¢ (R30,R100)

No Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted
R30 | The Labour Law is incomplete and to a large \
extent relies on the General Collective Agreement,
i.e. the Industry -wide Collective Agreement,
which makes managing human resources in
companies significantly difficult. In practice, it
often happens that regulations of the Labour Law
are interpreted differently due to their links to the
General Collective Agreement.
R100 | The MFIC would like to add that i tis our position |V

that the rules on disciplinary procedure should

not be regulated by the collective bargaining

agreement at any level, as this is a very strict and
formal procedure similar to court proceedings, for
which few employers are properly equippe d.

The inflexibilities that the current Labo  ur Law incorporates, may lead to negative consequences for the

PT OO01 woOil w, 6OOUI 01 T UOzUwI E6OOOa6wW3T PUWPUWEOWEUI EwUOT EU wt
community, primarily due to rigid provisions that only serve to inhibit a stronger labo ur market and to

indirectly protect people with inadequate performance, thus contributing significantly to a higher

unemployment rate.

(R21) TheLabour Law is incomplete and to a large extent relies on the General
Collective Agreement, i.e.thelndustry-wide Collective Agreememnwhich makes managing
human resources in companggnificantly difficult. In practice, it often happens that
regulations otheLabar Law are interpreted differently due tioeir linksto the General

Collective Agreement.

19 For further information, see chapter  Labour Market and Employment
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&O0Y1 UOOI OUz Lriie@@doposals relating to inflexibility of provisions of the Labour Act,
which prevent development of stronger labour market and inlyirgotect workers with

inadequate performance, and incompleteness of the Labour Act due to relying on provisions of
the General Collective Agreement will be taken into consideration in the process of drafting of
the new Labour Act the passing of whiclpianned under Action Plan for Chapter 19 Social
Policy and Employment for quarter IV of 2047.

(R100 TheMFIC would like to add thait is our position that the rules on disciplinary
procedure should not be regulated by the collective bargaining agred@meyntevel, as this is a
very strict and formaproceduresimilar to court proceedirggfor whichfewemployersre

properly equipped

GOYI UOOI OUZUWEOGOOI OUWEDPUI EWEEOYT wUI OEUTI UwUOOwWUOT 1T wuil EOC
of the Government to improve the regulations in these two very important areas.

No

LAW ON PROTECTION AT WORK (R31% R33)

Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R31

R32

A new paragraph should be added in Article 34 \
Ei Ul UwxEUET UExT wt wOOwUI E
employer has outsourced work safety tasks to a
certified agency or individual, joint responsibility

will lie with both the employer and a certified

agency to whom the work safety tasks are
outsourced if this agency did not provide the
employer with proper information on the work

safety measures to be undertaken. If the certified
agency provided the employer i n a timely manner
with the work safety obligations and if the

employer did not follow the instructions, the
employer is responsible for the work safety of

I OxO00all UG~

The following should be added to Article 19 after \Y
paragraph 1:

? 3 UE b O b @jopedobmandéshould be
conducted within 15 days unless, in accordance

with the findings of a certified agency or a certified
individual, an employee was not exposed to higher
risk due to a transfer to another position,
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introduction of new technology or assets, or as a
Ul U0UO0wOT weil EOT T UwbOwlT 1
R33 | Additionally, we consider that it is not necessary to \4
force an employee to again take work safety
training after changing position if the level of risk
or the tools for performing the job have not
changed.

(R22) A new paragraph should be added inArticle 34 afterparagraph 3o readas follows:
?In casean employer has outsourced work safety tasks to a certified agency or
individual, joint responsibility will lie with both the employer and a certified agency to
whom the work safety tasks are outsourced if this agency did not provide the employer
with proper information on the work safety measures to be undertaken. If the certified
agency provided the employer in a timely manner with the work safety obligations and
if the employer did not follow the instructions, the employer is responsible for the work
safety of employees?

&O0YI UOOI 00Uz U lieChanliLav bas been abolished, and the Law on Safety and Health at
Work (Official Gazette of Montenegro 34/14) entered into force in August 2014. The Law is
harmonized with Council Directive 89/391/EEZ of 12 June 1989 on the introduction of
measures to encourage improvements in the safety and health of workers at work.

Article 19 does not clearly define the deadline for performance of work safety training in cases when a
EOOxEOQazUwUI T UOE U Bodhat befirlg eurtsks Oridangeddn dé&job. It is not clear
whether in such situations an employee may start worki ng and later on receive adequate work safety
training.

(R23) The following should be added/dicle 19 after paragraph 1:

PTraining for safe job performance should be conducted within 15 days unless, in
accordance with the findings of a certified agency or a certified individual , an employee
was not exposed to higher risk due to atransfer to another position, introduction of new

technology or assets or as a result of changes in the job process?

&O0YI1 UOOI OUz LWithdespdcii@ keaommendations referring to provisions of Article 19 of
earlier Act, current Article 20 of the Act relating to training and assessing of skills, we note that
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the provisions relating to this matter are harmonized with the said Directivic(@&d.2 of the
Directive).

(R24) Additionally, we consider thait is not necessary to fore@m employe¢o again takevork
safety trainingafter changing position if the level of risk or the tools for performing theajab
not changed |

Govi UOOI 00Uz U uwkhé ceGominendation is not accepted, that is to say the recommendation
relating to provisions of Article 19 of earlier Act, currently Article 20 of the Act, because Article

20 paragraph 2 of the Act on Safety and Health at Work provifiemning of employees shall

be adapted to new and changing risks, and if necessary, it shall be repeated at regular intervals in
accordance with the programme referred to in paragraph 2 of this Article".

LAW ON EMPLOYMENT AN D WORK OF FOREIGNERS(R34¢ R35)

No | Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted
R34  We consider that Article 12 should be \%
i OUOUOGEUI EwPOwWUT T wi 600«
employer shall hire a foreign national according
to the educational level for which the work
x1 UOPUwPUwWDUUUI E2 8
R35 | A work permit should be issued according to the | V

educational level and not to positions or tasks a
foreigner performs, as that should be a part of
OT1T wi 6xO00al Uz UwWEOE wi Ox (

Article 12, according to which an employer may employ a foreigner national only in a position for which
awork permit has been grantedis not acceptable and may create problems in practice. This provision
does not benefit either the employer or the employee.

(R25) We consider thatrticle 12 should be formulated in the following manner : ?The
employershall hire a foreign nationalccording to theducational levebr which the work
x| UOPUwPUwWPUUUI E2 6 w

(R26) A work permit should besssued acording to theeducational level and not to positions or
tasksaforeigner perfors as that should be a parttbel Ox O0al Uz UwWEOE wl Ox 00a
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&OY1 UbOI 06Uz Ulhé eéaimendations (R34) and (R35) relate to the Act on Employment
and Work oforeigners (Official Gazette of Montenegro 22/08 and 32/11) which was revoked on
1.04.2015 by entry into force of the new Act on Foreigners (Official Gazette of Montenegro
56/14). The Ministry believes that recommendations given in the document "Whit& Book

should be adjusted to the new Act on Foreigners, which provides that a uniqgue document is
issued for residence and work of foreigmgrermit for residence and work of foreigners, and

after that the Ministry could give opinion regarding potential recaenafations.

In addition, the labour market in Montenegro does not treat domestic and foreign employees equally:
nationals may be promoted (meaning may change their position without interruptions in employment)
but if a foreigner wants to do the same for his employment, work permit and residence permit must be

In addition, the labomarket in Montenegro does not treat domestic and foreign employee
equally: nationals may be promoted (meaning may changepttgtion without interruptions
in employment) but if a foreigner wants to do the samerhdayment, work permit and
residence permihust be terminated, after which he will have to apply for new. one

terminated, after which he will have to apply for new one s.

- LAW ON GENERAL ADMIN ISTRATIVE PROCEDURE (R36)

No | Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R36 | Articles 2361240 should be amended in such a \

manner that will reduce the procedure for deciding
on appeal, and stipulating the second instance
should resolve the matter independently after
several repetitions of the same procedure, and will
do so by removing all serious violations of the
rules of procedure, instead of returning the matter
to the first instance authority for retrial an
unlimited n umber of times
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(R27) In this LawArticles 2364 240should be amended snicha manner that will reduce the
procedure for deciding on appeaidstipulating the second instana&houldresolve the matter
independenthafter severalepetitions of the same procedwedwill do sdy removing all
serious violations of the rules of procedure, instéaeturning the matter to the first instance
authority for retrialan unlimited number of times.

&O0Y1 U001 06Uz Ukrdctae 3o adbas shown that we have long, exhausting and inefficient
procedures which incur high coststtee parties and authorities, and prevetite creation of a
favaurable business environment. The Draft Law on Administrative Procedure (consolmated
the Government on 13une 2014 and undergoing Parliamearly procedure) envisagdbe
obligation of the secondstance authority, when it has already annulled once the decision of the
first-instance authority on the grounds of a complaint, and the paasfiled an appeahgainst

the new decision of the firgtstance public law bodyp annul the firstinstance decision and
decide independently on the administrative matter. The objective of this norm is to stop in
practice the scalled "pingpong" eféct andthe frequent returning of cases to the fiastance
authority, which usually makes the same decisiai@repeated proceeding. This will enstoe
parties a quicker exeraig of rights, reduce the number of unlawful administrative acts and,
thus, reducehe costs borne bthe parties and authorities.

The MFIC welcomes the fact that the Government has recognized this issue as well. Although the
Government offers the view that this recommendation is implemented, it remains to be see how much in
practice the new Law on Administrative Procedure will effectively change the issue at hand.

LAW ON STATE SURVEYING AND CADASTRE OF | MMOVABLE PROPERTY (R37¢% R38)

No | Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted
R37 | The MFIC proposes the addition of four new \4
paragraphs in Article 12 after paragraph 3 as
follows:

?2( 001 EPEUI OawUxOOwUl ET {
paragraph 3 of this Article, the state body shall
enter a note on the submitted request to the
cadastre of immovable property.

The note from paragraph 4 of this Article shall
be deleted after the procedure before the state
body is complete.

The state body shall make no special decision on
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entering and deleting the note from paragraph 4

Of wOT PUw UUDEOI 2 8

We propose the Law on Property Rights to be \%
amended ("Official Gazette of Montenegro”, No.
19/09), so that a new paragraph is added to

Article 378 after paragraph 2 as follows:

23T 1T wUERxEal Uwi OUWEOwWD «
is subject to a fiduciary transfer of ownership

UT EOOwWET wUT 1 wel EVOU2 8

(R28) TheMFIC proposeshteaddtion of four new paragraphs iArticle 12 after paragraph 3
as follows

?Immediately upon receiving the request from paragraph 3 of this Article, the state body s
enter a note othe submitted request to the cadasdf immovable property

The note from paragraph 4 of this Article shall be deleted after the probethreethe state boc
is complete

The state body shall make no special decision on entering atidgitie note from paragraph
of this Article

Entry and deletion of the note from paragraph 4 of this Article may be automated in an
information system of the state badg

The arrent paragraph 4 would become paragr&ph

hall

y

=

&O0Y1 U001 06Uz Lehargednd@mendments to the Act on State Surveying and Cadastre of
Immovable Property, published in the Official Gazette of Montenegro 43/15 of 31.07.2015,

introduced changes to Article 12 which is now worded as follows: registration of rights
cadastre oimmovable property shall be performed based on a time sequence of subm
registration requests. Legal effect of registration on third parties shall start from the time
submission of the registration request to the administration authofitye administration
authority shall register the number of the request and time of the submission of the reque

in the
ission of
of the

st in the

immovable property certificate immediately upon the receipt of the registration request and
publishes at the same time the data from dguest on its website, except the data which are

considered protected under the law.

, %( " wOl OEIl UUz wUI EOOOI OEEUPOOUWI OUwb-G8 UOYDOT w

Ol 1 wu



White Book 2015
1719

By ceding the order of priority of the request for full registration ofregéstration that such
requests have in the order of priority, the order of priority of seghast may be substituted.

Fiduciary ownership

Some municipalities levy a tax on immovable property over which banks have fiduciary ownership

rights. According to Article 4 of the Law on Tax on Immovable Property, the taxpayer is the owner of
the property on 1 January of the year for which the tax is being calculated. As the bank is not an owner of
such properties but only has a right (fiduciary) used to secure its outstanding credit, as noted in the
information on mortgages and limitations (in the same way a mortgage is registered), it cannot be
considered a taxpayer for the relevant properties.

Fiduciary property according to the Law on Property Rights, Article 14 is only a conditionally acquired

right to an immovable property which gives the creditor an authorization to collect its debts before other
creditors. The debtor continues to use the property, with benefits belonging to him, and thus he is the
taxpayer in this case.

(R29) In order to prevent such cases from occurring in the futueepmpose thieaw on
Property Rights to be amend@Dfficial Gazette of MontenegroNo. 19/09), so that a new
paragraph is added furticle 378after paragraph 2 as follows

?The taxpayer for an immovable property which is subject to a fiduciary trarisfemership
shall be the debtor

&OYI1I UOOI 00Uz URaentacks ihéveoheen accepted and implemented throudghawhen
Amendmentsand Additions tothe Law on Immovable Property Tax (Official Gazette of
Montenegro 9/15)- Article 1 paragraph 5 of thidaw, the solutions of which will be
implemented from 1 January 2016

As we mention throughout the documetite MFIC is concerned primarily with creating a
business environment in which Montenéyyretbnomic potential will be able to flourish, an
we leaveét to the lawmakers to decide which particular law should regulate a particular is
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No

LAW ON ENFORCEMENT A ND SECURITY (R42,R43)

Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R42

R43

Much stricter control of the court processes with \4
special regard to the deadlines of the objection
would inevitably be needed. Besides the deadlines,
the objection of the clients shall also be handled in
accordance with the provisions of the Law. Our
members have been expecting practical
implementation of the law governing the

institution of public enforcement officers since
2011. Since the practical implementation of the law
started recently in April 2014 it might bring some
improvement in the identified d eficiencies as well
especially in relation to the shortening of the
processes and the meeting of the stipulated
deadlines.

Change of the Article 173 paragraph 4 of the Law \4
on Enforcement and Security is needed in such a

way as to include the mortgagee as an entity which

has the right to object to the discounted sales price

of the real estate for which the enforcement

procedure is initiated.

The process of enforcement under the Law on Enforcement and Security

The process of enforcement under the Law on Enforcement and Security is supposed to be a short
procedure overall as the court must decide upon a motion for execution within 5 days of its submission.
This deadline is hardly ever met in practice. Sometimes it takes several months or even a year toblock the
accounts of the debtor. Furthermore, the law clearly stipulates that the appeal does not suspend the
enforcement order, unless it is required by it in some specific cases. However, very often completely
ungrounded objections of the debtors are taken into account and the court takes the decision to transfer
the case intothe litigation process, making it extremely difficult or even impossible for the bank to block
the account of the debtor even though it is obviously in default and undoubtedly fulfils the objective
criteria for an account block.
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Proposal:

(R30) Much stricter control of the court processes with special regard to the deadlihes
objectionwould inevitably be needed. Besittesdeadlingghe objection of the clients shall also
be handled in accordance with the provisions of #ine Our members havieeen expecting
practical implementation of the law governing the institution of public enforcement officers since
2011. Sincelte practical implementation of the law started recently in April 2014 it might bting
some improvemetm the identified deficiencies as well especially in relation to the shortening of
the processes and the meeting of the stipulated deadlines.

& O0YI1 UOOtodreptyIn those terms, théaw on Amendmentaind Additionsto the Law on
Enforcement and Securing of Claims (Official Gazette of Montenegro 20/2015 of 24.4.2015,
which entered into force on 02 May 2015) has changed functional competence for deciding on
legal remedies against decisions of public bailiffs by providing that an individual judge decides
on objection to decisions made on the basis of executive document, while a panel of three judges i
still competent for acting upon objections to decisiorschred on the basis of an authentic
document. In this way conditions have been created for more regular acting of courts in
proceedings regarding legal remedies submitted against decisions of public bailiffs which have
been reached on the basis of an asithelocument, having in mind that authentic documents

were preceded by a corresponding proceeding before the court which had already established th
facts.

Problems occurred during the ? EQUU U WUEOT 2 wOil wUT 1T wOOUUT ETT EwUI EOQu
creditors

Article 160 of the Law on Enforcement and Security provides that in case of a ?court sale? w @4l estate,

the mortgagee who has not initiated the enforcement proceeding shall also be reimbursed. In Article 173
paragraph 4 it is stipulated that if the real estate is not sold at the second auction, a new auction shall be
scheduled where the discount of the sales price can beset with no restrictions, but only with the consent

of the enforcement creditor which has initiated the subject enforcement proceeding. Some of our
members have had the experience where the sales price of the real estate was lower than the secured
amount of the bE O O z Wanking) tdortgage right, therefore with such action the r ecovery of the bE OOz U w
claim was jeopardized.

(R31) Change of the Article 173 paragraph 4 of the Law on Enforcement and Security is néeeded
in sucha wayasto includethe mortgagee as an entity which has the right to olgettte '
discounted sales price of the real edtaterhich the enforcement procedure is initiated.
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&O0Y1 UOOI OUz UuNanedOitheUAau on Changes and Amendments to the Act on
Enforcement and Securing of Claims (Official Gazette of Montenegro 20/20154¢1024,

which entered into force on 2 May 2015), through changes to Article 173 paragraph 4 has
limited the lower selling price of immovable property in a way that if the immovable property is
not sold at the second public auction, the public enforcenffesgrcshall schedule a new public
auction at which the immovable property can be sold at below 50% of set value, but not below
the amount of claim of the judgement creditor, which provides protection of the creditor's right
to collect claims.

- LAW ON VAL UE ADDED TAX (R44)

No | Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R44 | It is not clear enough what managing banking \

accounts means, what it encompasses and
whether all related services are not taxable. It also
remains unclear what debt collection is, meaning
can debt collection be considered as collection of
forfeited assets?

Article 27 ¢ other exemptions

Paragraph 4 (b) defines that banking and financial services are exempt of VAT, while the same paragraph
states the following:

?b) services related to the management (handling) of deposits, savings, banking accounts, payment
operations, payment orders, activating due payments, checks or other instruments, excluding the
collection and purchase of debts?.

(R32) It is not clear enough what managing banking accounts medre, it encompasses ano!
whether all related services are not taxabl@so remains unclear what debt collectisn '
' meaningcandebt collection beonsidereds collectin offorfeitedasset8

&O0YI UOOI 00Uz UThisdgoisidnlis harmonized with the EU acquis. Operations of banks
are specified by the Act on Banks, and they are not generally VAT exempt, but only the affairs
under the said provision. Accorgj to the Act on Banks, forfeiting is classified as purchase,
selling and collection of claims, and they are not VAT exempt under the said provision.
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- LAW ON DEPOSIT PROTECTION (R46)
No | Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R6 UUPEOI w! WwUUEUT UwUOT EQw?V
calculating the regular premium and methods of
calculation of premium shall be reached by the
Board of Directors, as per rule until November of
U1l wEUUUIT O0wal EVUuMedythd T 1
Law does not list which conditions may affect the
increase of a rate of a premium. At the beginning of
2014 the rate of the premium was increased, while
the guaranteed deposit remained unchanged

Pz k YOYYYKAD

C/
m/
([a)

(R33) Article 28UUEUT UwUOT EQw?3T 1 wEl EPUPOOWOOWUT T w
methods of calculation of premium shall be reached by the Board of Djeecfmes rule until
November of the current year for the next yelpwever, the Law does not list it conditions
may affect the increase of a rate of a premAirthe beginningof 2014the rate of the premium
wasincreased, while the guaranteed depasiiainedunchangedz50,000).

&O0Y1 UOOI 60z Uatalfyésdd tie Deposit Protection Act are planned for 20172

- LAW ON OWNERSHIP RIG HTS (R47)

No | Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R47 | A clearly defined standpoint of the lawmakers is \4

needed to announce firmly and bindingly that if in
cases where thebank had established a mortgage
on the land, the building which was subsequently
built on such encumbered property is also subject
of the same mortgage, i.e. the mortgage right is
automatically extended to the constructed facility,
regardless of whether the extension of the
mortgage is prescribed in the particular Mortgage
Agreement or not.

, %( " wOl OEIl UUz wUI EOOOI OEEUDPOOU Wi OUwb- UOYDOT wlUT 1 wu
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The Law on Ownership Rights clearly stipulates the principle of the extension of the mortgage right as

i O000PUOGW? (T wOT T WwYEOUT woOi wlOT 1T wxUOxI UVawbOEUI EUI UWEUUH
UTTTUUwUOWUT 1T wbOxUOYI Ol OUwWOI wUT 1 wrcad (the tnigrarétation 2idl UT w E |
application of this provision by the competent authorities. Our members had different experiences in this

area where some land registry offices accepted the requests and included a newly -built building on an

encumbered land plot as mortgage, but there were opposite examples where the banks came across with

an interpretation according to which afacility that is subsequently built on the mortgaged land cannot be
automatically a subject of the mortgage right unless it is otherwise stipulated by the Mortgage
Agreement.

Proposal:

(R34) A clearly defined standpoint of the lawmakers is needed to announce firmly and bindingly
that if in case wherghe bank had established a mortgage on the land, the building which was
subsequently built on such encumbered property is also subject of the same matghge
mortgage right is automatically extended to the construfaeility, regardless of whether the
extension of the mortgage is prescribed in the particular Mortgggeement or not.

&O0Y1 U001 O6Uz Ulhé saidprapasal will be considered when making changes to the Law on
Property Legal Relations.

4.2 IMPLEMENTATION AND ENFORCING THE L AW (R48)

No | Recommendation Will be Dismissed | Work in Not
considered Progress commented
/accepted

R48 | Itis necessary to improve the transparency of | V

the procedures and application of ethical
principles by the authorities

Without a predictable business environment and legal certainty, no sustainable development is possible. We

noted in the previous years that a lack of predictability, stability and legal certainty have unfortunately countered
the positive steps that were undoubtedly made .

This is an example we repeat from the WB 2012which has still not been changed:

PUBLIC PROCUREMENT -RELATED CHALLENGES

Bidders very often face the following challenges in the process of public procurement. Rigidity of the process in

terms of eligibility criteria ; copying the same documents for each tender position for the same tenderer,

, %( " wOl OEI UUz wUI EOOOI O ihe reguiérdyennvirddidentd-Gx UOY D OT w
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submission of documents already in the possession of that or other public bodies; in case of appeal payment of
fees amounting to 1% of the estimated public procurement value ; imprecise requirements or the lack of document
specifications with regard to the subject of procurement ; an inferior status of bidders with the state commission
which does not involve representatives of the real estatesector. In addition: multiple institutions in charge ;
submission of massive documentation; payment of different taxes and fees; waiting for the administration 7 U

? Ul x &cmake public procedures complicated and ultimately very expensive creating additional issues.

(R3YH) It is thereforenecessaryo improve the transparency of the procedures and applicatior;h of
ethical principles by the authorities. |

&OY1 UbOI 60Uz Ulhé proppsadwill be taken into consideration in the process of changes to the
Law onLegal Property Relations

5. FOCUS AREAS

INTRODUCTION

Generally speaking, during the past year we saw limited progress, and the momentum from the previous years
and the post-independence boom has gradually faded. The deficiencies and an inefficient administration coupled
with an unstable regulatory environment still dominate the business and investment environment .

The Government needs to continueE1 OBY1 UDOT wUI | OUOUwWUT ECwbpbPOOWOEPOUEPOWUT
economy. In this chapter the MFIC off ers its view of the specific issues that need further improvement and
presents suggestions to help that cause.

The following is a review of five broad categories which encompass numerous individual issues and topics of
significance for a well -functioning b usiness environment and an investment-friendly economy, as seen by our
members. Now we will discuss the following areas:

5.1. Labour Market and Employment
5.2. Property Development

5.3. Taxation

5.4. Corporate Governance

5.5. Rule of Law
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However, sometimes we like to emphasize issues that are of extreme importance and are very illustrative of the
type of changes of a deeply rooted mentality in the administration , which is not up -to-date with global business
practices and requires far more than just wri ting regulations. The following, although from last edition of WB, is a
perfect example ofthat and is still valid :

Lack of coordination between the stagtitutions too often causes a situation in which, after
submitting a request to one state body, the applicant must obtain certificates/evidence to supp
request from another state body although the law stipulates that they should cooperateargkex
information among themselves. The most interesting situation in this regard was when the Cel
Registry of Companies, which is an office of the Tax Administration, required an applicant to s
evidence of regular tax payment issued by the sadyetbat requested.it
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5.1LABOUR MARKET AND EM PLOYMENT (R49 ¢+ R57, R101¢ R102, 128-129)

No

Recommendation Will be Dismissed | Work in
considered Progress
/accepted

Not
commented

R49

R101

R50

R51

R52

R53

R54

The violations should not only be included in the \%
Labour Law, but should necessarily enable the
employer to release workers with unsatisfactory
performance, under the conditions clearly defined

by the law.

In order to reinforce the commitment to resolve \%
the issue of abuse of sick leave discussed above in
the section on Laws, we propose to introduce

abuse of sick leave as grounds for termination

Simplifying the procedure in a matter that would \
not force business to conduct a courtroom-like

trial would speed up the process and bring

benefits to both employers and employees

Our members support the view from the Joint \
Position Paper on the Labour Law that it would

be? O1 El UUEUaAwUOwWxUOYDPEIT u
reduce the occurrences of violations of workplace
order, such as warnings and notices. Notices of
warning could be issued in the event of a petty
violation of workplace order or in cases where it is

not the intention of the employer to fine the

employee and whereby it is evident that a certain
OO0PUUDPOOWPOwWx1 Ui OUOPOT w
We propose that Article 123 of the Labour Law be | V
changed to read as follows:

s, 001 UEUA& wE OE b @drelding fothd O
employment period shall be statutorily limited to

three years from the date of the occurrence of the
obligation.

The Labour Law is not clear enough, and \4
sometimes cannot be applied or is completely
contradictory. Complicated procedures and
administration are a true burden for any

company.

An employer cannot conclude one or more Work \4
Agreements with the same employee, as referred
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to in paragraph 1 of this Article, if their total
continuous duration is longer than 36 m onths.

R55

The first step would be to increase the tax base \%
through better enforcement of the existing rules
which would eliminate the fear of fiscal concerns
that may be caused by decreasing the taxes and
contributions.

R56

Only after this effort, which demands strong \%
action and will, would it be prudent to decrease
taxes and contributions in the first stage to 40% of
the net salary. This would still be a relatively high
rate, however, it would most certainly broaden

the tax base and thus erable a second round of
decreasing taxes and contributions to a level
acceptable to both employees and employers on
one side, and the government and the society it
represents on the other.

R57

UwUUOEUOT EwbOwOT 1T w/ OUPUD V
General Collective Agreement is completely
redundant. The document is outdated and as such
is not recognized in any contemporary legal
Uauuil 068~

R102

If properly regulated, introducing the institute of \%
volunteer work could be a useful tool in creating a
more dynamic labour market. This could be used
for training purposes, or as a trial period ¢ under
particular conditions that would be defined by
law.

R128

Segmented use of the annual leave should be NA
more flexible in order to give enough room to

both employer and the employee to agree upon
the duration and how the annual leave is used.

R129

Definition of salary requires a more precise NA
wording . Additionally, the minimum salary
should be defined per industry or type of jobs, in
order to prote ct employees, but with possibility to
decrease salary for nonperformers in a safe
manner.

As noted earlier, it is our core belief that the
regulatory framework of any modern economy

? UwUUEUTI EwPOwUT T w&dYI U
proposals laid out by the MFIC in this section will b
taken into consideration in the processlr@fiting of
the new Labour Law the passing of which is planne

FocudWthg Agiion Plan for Chapter 19 Social Policy anc
Employment for quarter IV of 2057.




White Book 2015
ARIA

should be designed to stimulate market development, create skilled jobs, productivity and attract investment. As
part of this, an effective Labour Law should provide basic fairness and protection for employees, while also
promoting healthy competition for skilled, | ong-term jobs by facilitating flexibility and labo ur mobility.

This is still not the case in Montenegro, the MFIC appreciates the fact that the Government is willing to consider

all the proposals OEPE wOU U whb OwUT PUWET Ex Ul UGS w mehts AU tbel popoBa taid dut bw & O Y 1 U ¢
the MFIC in this section will be taken into consideration in the process of drafting of the new Labour Law the

passing of which is planned by the Action Plan for Chapter 19 Social Policy and Employment for quarter IV of

2017.

PRIMARY ISSUES:

In working with our members and partner organizations such the American Chamber of Commerce, the
Montenegrin Chamber of Commerce, $ Ox OO0 a 1 U U z waflithe MantengdidBusiness Alliance , we have
prepared joint conclusions in t he area ofthe Labour Law, under the umbrella of AmCham in a document entitled
Position Document.

PROCEDURE FOR DETERMINING WORK VIOLATION S

This matter is necessary to be regulated not by the General Collective Agreement (see below for details), but
solely by the provisions of the Labour Law. 20

(R36) These violations should not only be included in the lwabaw, but shoulchecessarily enable th
employeto releasevorkers with unsatisfactory performance, untleconditions clearly defed by the
law.

(R101) In order to reinforce the commitment to resolve the issue of abuse of sick leave discussed above

in the section on Laws, we propose to introduce abuse of sick leave as grounds for termination.

1 ESTABLISHING VIOLATI ON OF WORKPLACE ORDER

Another related issue is an overly complicated and rigid regulation, again from the CBA, on establishing violation
of workplace order.

(R37) Simplifying the procedure in a matter that would not force business to conduct a couhlkeomi
trial would speed up the process and bring benefitoth employers and employees: |

20 For a detailed proposal of how the Labour Law should be amended to accommodate this request
please see the Position Document from December 2013.
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1 ADDITIONAL TOOLS TO BE USED IN THE EVENT OF AN EMPLOYEE VIOLAT ING
WORKPLACE ORDER

(R38) Our membersupport the view from the Joint Position PapettlosLalour Law that it would be
Pnecessary to provide additional tools that can reduce the occurrences of violations of
workplace order, such as warnings and notices. Notices of warning could be issued in the
event of a petty violation of workplace order or in ca ses where it is not the intention of the
employer to fine the employee and whereby it is evident that a certain omission in performing
daily tasks has occurred.?

BACK MONEY CLAIMS

(R39) Frequently abused, in practice demonstrated that thggnatdiidea was not formulated well
enoughHere we quote the position paper:

0Pl wxUOxOUI wlOT E U wr Lawbe éhénped to readaibllanwd:] 1 w+ EE O

dMonetary claims arising from and relag to the employment period shall be statiy limited to
threeyearsfromthe date of the occurrenakthe obligatiorp

This would make these claims equal to any other claims which in most cases havea statute of limitation clause for
good reason.

Our members further note that when it comes to Article 123, we find it essential in terms of the legal security of
employers in Montenegro. As was stated many times before, employers operating their businessesin line with
the legal regulations should not suffer due to irresponsible individuals. The proposed deadline of three years is
grounded in the practice from the region , but employers will welcome any kind of limitation when it comes to  the
deadline within which the monetary claim may be lodged.

NOTIC E PERIOD

(R40) The Labar Law is not clear enough, and sometimes cannot be applied or is completely
contradictory. Complicated procedures and administration are a true burden for any company.
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WORK AGREEMENT DURAT ION

One of the most criticized provisions of the Law is most certainly the one related to the duration of the work
agreement defined by Article 25. The issue with here lies primarily with the extremely rigid and complicated
procedure for termination of the work agreement, which succeeds inprotecting employees with inadequate
performance, thus contributing significantly to a higher unemployment rate.

(R41) Again, we quote the wording of the proposed paragraph 25 fro@inh@osition Paper fily
supported by the MFIC:

2An employer cannot conclude one or more Work Agreements with the same employee, as referred to in
paragraph 1 of this Article, if their tot@lontinuousduration is longer than 36 months.

However, it must again be emphasized that in order to achieve a true compromise in this issue that works for the
benefit of both the employees and the employer it is necessary to, simultaneously, introduce more up-to-date and
flexible regulation on termination of the work agreement.

Commenting on our recommendation, the Government notes that Article 25 is in line with Directive 1999/70/EZ
as of 28 June 1999 which we do not question. The point of our recommendation is to remove inconsistencies
provided in this Article. Namely, paragraph 2 definesthat an employer cannot conclude one or more work
contracts with the same employee, as provisioned in paragraph 1 of this Article, if their overall duration is,
continuously or with interruptions, longer than 24 months. Paragraph 3 ( an interruption shorte r than 60 days is
not considered to be an interruption as defined in paragraph 2) is totally useless as the previousparagraph clearly
states that fact as being irrelevant. This norm leads to the conclusion that regardless of the interruptions, the
employer cannot conclude one or more work contracts with the same person if the total duration of those
contracts is longer than 24 months.

TOTAL COST OF EMPLOY MENT

With the latest increase oftax from 9 to 15 percent, and a small reduction in 2015 to 13%for salaries above
average, the total cost of employment, previously also very high, has been brought up to unsustainable levels In
OUET UwUOwi BUI WwEOwI Ox00al I w0 wsasDwEVIw BixIow,ad Qi Gl ou & B QuE

In practice this creates a twofold issue:

1 Most of the tax burden falls on the largest companies and those who work legally, thus essentially
punishing law -abiding companies.

1 Other companies usually fall back to the grey zone, either paying only a partial amount of the taxes and
contributions or failing to register the employees completely ¢ distorting the competition and rewarding
unlawful behavio ur.

21 According to Monstat data:
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The approach to alleviating the challenges brought about by an unrealistically and unsustainably high cost of
employment, atwo -stage approachis in order2z

1 (R42) The first step would be to increase tiare base through better enforcement of the existiing
rules which would eliminate the fear of fiscal concerns that may be caused by decreasingjthe
taxes and conthutions.

1 (R43) Only after this effort, which demands strong action and withuld it be prudent to
decrease taxes and contributions in the first stage % @Cthenet salary. This would still be a
relatively high rate, however, it would most certainly broaden the tax base and thus enabl
second round of decreasing taxes and contribstma level acceptable to both employees and
employers on one side, and the gorent and the society it represents on the other.

4%
Q

Stimulating measures combined with stronger enforcement will contribute to an overall increase of employment
and fiscal revenues. Decisive and immediate action is a must if we are to accomplish this goal.

The Government this year stated they accept the recommendation to expand the tax base, however the results are
yet to be seen. Unfortunately, the Government does not accept our proposal on incremental reduction in the total
taxes and contributions levied on salaries:

&OVYi ubOil 60z LWGoatdlUGANS for social insurance are paid in Montenegro in a way that the
employee is provided with pension insurance, health care and unempiaysoeance, that is to say
that the rights of the employee on such grounds are provided directly. Therefore, it is impossible to
reduce cotmibutions to 40% of net salary.

61 WUOOEI UUUEOGEwWUT T w&dY1I UOOI OUzUwxOUPUDOOwWPRI
overburdened pension and other social security schemes. However, we point out that the exis
amount of taxes and contributions is simply unsustainablewaitichave to be reduced if we want tt
economy to develop and unemployment to fall.

22 Qut of somewhat over 170,000 employed persons (according to Monstat,
), approximately 50,000 are employed by
the Government. It is more than clear that this is an unsustainable burden for such a small economy as
Mont enegrods, and that reforms in this sector are |l ong o
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GENERAL COLLECTIVE
AGREEMENT (GCA)
The issue of the General Collective ? othe General Collective Agreementis completely

Agreement (GCA) has caused numerous

issues for busines®sespecially concerning
the matter of disciplinary rules of procedure
and violation of working duties. However, Position Document

redundant. Thedocuments outdatedandassuchis not
recognizedn any contemporaryegalsystenm

regardless of the fact that the lack of an in-
force GCA has caused these regulatory gaps,
it is the very existence of the document that is questionable.

(R44 UwWUUEUI EwbOwUIT [oute Geherd ©odebtivetAQrEdthént i©doraplately
redundant. The document is outdated and as such is not recognized in any contemporary legal
systemd 2 w |

VOLUNTEER WORK

(R102 If properly regulated, introducing the institute of volunteer work could be a useful tool in |
creating a more dynamic lalmomarket. This could be used for training purposes, or as a trial nerio:d
under particular conditions that would lekefinedoy law. '

&OY1 UbOI 00Uz UVoRIGLEEINGIS voluntary and free investment of time, knowledge and skills for
performing of services or activities in favor of another person or for the general welfare of society (Article
2 of theLaw on Volunteering).Contract onvolunteering may also be concluded with a person who
wants to obtain special education and skills to work in their professlolunteering performed
pursuant to paragraph 1 of this Articis recognized as work experience and as a conditidakimg

the qualification exanfArticle 12a of the Act on Volunteeringfaving in mind the above, we think

that the institute of volunteering has already been regulated by provisions of the Act on Volunteering.

ANNUAL LEAVE

(R128) Segmented use of the annual leaveshould be more flexible in order to give enough room to both employer
and the employee to agreeupon the duration and how the annual leave is used. Protective measure of 10 days
should remain in force, while the other part of the annual leave should be stipulated in a way that would provide
more flexibility. Additionally , the deadline within which the employee should be informed about the approved
annual leave should be decreased from 30 to 15 days.
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SALARY

(R129) Definition of the salary requires a more precise wording . Additionally, the minimum salary should be
defined per industry or type of jobs, in order to protect employees, but with possibility to  decrease salary for non
performers in a safe manner. As our members report currently the law offers this possibility in theory but in
practice court cases related to this alwayshave negative outcome for employers. One possible solution to the
variation of the salary depending on performance could be: ?Depending on the level of performance lower or
higher than standard, Employer can decrease or increase salary for up to 20%».
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5.2PROPERTY DEVELOPMENT (R58¢ R65, R103)

No Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R58 | Just as with any other product, real estate \4

E1T YI OOx Ol OUwxUONIT EQUwOI
unless a particular project corresponds to a
particular demand in the market, it will likely
remain just another opportunity wasted. This
relationship has to be established in the highest-
ranking planning doc uments

R59 | To get that extra edge, it would be \
recommendable to hire international consulting
companies that specialize in this field. Such an
investment would pay itself off multiple times
over through direct revenue generated by projects
and an indirect, trickledown effect that would be
felt across the whole of Montenegro.

R60 | The sooner the investors are given opportunities \%
to start real estate development projects, the
higher the chances will be to attract them. This
means less work relating to overcoming of
administrative obstacles, which would allow
investors to focus immediately on the most
important segment ¢ the investment.

R62 | Introduction of internationally recognizable \
standards would enable a better foundation for
further growt h and development in the real estate
market.

R63 | It would be recommendable for the Real Estate \
Directorate to hire private, licensed geodetic
companies, to make changes in the cadastral
records on behalf of the Directorate. This would
contribute to i ncreasing the limited capacities of
the Real Estate Directorate.

R64 | Itis necessary to set low and fixed fees for various | V
services offered by the cadastre.

R65 371 wll EOw$ UUEUI w EODPODU V
be updated on a daily basis instead of once a
month or even more rarely. In addition, the
possibility of downloading the title deed and
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paying for all the fees electronically would be a
welcome change that would significantly reduce
part of the procedure.

R103 | Public Notary offices should have direct accessto | V
the Cadastre/Real Estate database to ensure real
time registration of property title deeds.

According to Doing Business 2016, Montenegro made progress in one of the most criticized areas construction
permits, rising to 91st place from 106" the year before.
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Figure 7: Doing Business 2016; Regional Comparison in r ankings for Dealing with Construction Permits.

This is a reflection of positive developments in this area over the past years, welcomed by the MFIC members. We
hope this is the beginning of a positive trend in this important aspect of property development.

However, it is very important to note that construction permits are only the final step in a process that requires
more attention by the Government of Montenegro. Here we would like to offer our perspective on how to further
improve the business environment in this sense, and better utilize the potential this area holds for boosting

, 0001 01 TUOzUwWI EOOOOao
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ESTABLISH A GENUINE RELATIONSHIP BETWEEN PLAN NING DOCUMENTS AND MA RKET
OPPORTUNITY

(R45) Justasvith EOa wOUT 1 Uwx UOEUEUOwWUI EQwl UUEUT wEl YIOOxO
a particular project corresponds to a particular demand in the market, it will likely remain just anather
opportunity wasted. This relationship has to be establishdteihighestanking planning

documents3

&OYI1I UbOi 06Uz UkeE the purgbse of improved quality of planning and better understanding and
more detailed elaboration of the Rulebook of closer contents and form of planning documents/criteria of
the purposeof areas/elements of urban regulation and uniform graphic symbols, the Directorate for
Spatial Planning of the Ministry of Sustainable Development and Tourism has prepared, in cooperation
with the World Bank Projedt LAMP (Land Administration and Managenm¢ Project), the "Rulebook

for economic and demographic analysis and economic and market projection in spatial and urban plans
in Montenegro”. The Manual for economic and demographic analysis and economic and market
projection in spatial and urban plans ontenegro is aimed at providing, in way, selectively and
systematically, guidelines for preparation of economic and demographic analysis and economic and
market projection for spatial and urban plans. This Manual is just one of a humber of steps towards
achieving the objective of improvement of methodology for spatial management and increasing the
quality of drafting of spatial planning documents, and raising awareness of the need to preserve space,
and the open form of this Manual offers opportunitiesheck practically the systematic aspect and
usefulness of collected and presented material in order to make corrections thereto and, if needed, t
amend and improve them. The intention is for this Manual to become Rulebook over time.

In order to accompli sh this in a most effective way, and take advantage of the increasing pool of investment
capital increasingly available after the recovery from the 2008/2009 financial crisis,Montenegro needs to stay
ahead of fierce completion.

23 The established zoning system in Montenegro is such that even when an investor finances

devel opment of a planning document, those urban spati al
requirements in accomplishing project feasibility often cannot be introduc ed due to the limitations of a

planning document of a higher rank, limiting urban parameters. This is why it is necessary precisely and

in great detail to standardize and regulate economic and market analysis , Which would be designed

during the stages befo re adopting a planning document of a higher and lower rank. Such an analysis is
mentioned in the Law on Spatial Planning and Construction and the accompanying rulebook, but it has

not been standardized. In this way economic and market analysis would become a standard for the

mar ket valwuation of the plannerds solution, making pl ann
competitive and attractive for investors. In addition, it is even more important to create a realistic basis

for a quick start -up of pro jects planned in such a way. The basic condition for this is to provide for

implementation of this approach in practice through higher -ranking plans.
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(R46) To getthat extra edge, it would be recommendable to hire international consulting cor‘rtpaniies
specialize in this field. Such an investment would pay itself off multiple times over through directi
revenue generated by projects amdndirect, trickledown effé¢hat would be felacrosshe whole of |
Montenegro.

&O0YI UbOI 00Uz Uhis tearim@ndatiowill be taken into consideration in the prooefsdrafting
of the Rulebook (mentioned in the comment above).

DEVELOP DETAILED PROJECTS INCORPORATING THE MARKET COMPONENT

(R47) The faster an investor can begin a development project, the better the elnattcatiract them.
This means less work sifting through administrative hurdles, which would enable an investor to hfave his
or her focus immedidteon the important part the investment. |

REAL ESTATE APPRAISAL

There are currently no standards implemented in practice, due to a lack of regulation in this important field.

(R48) Introduction of internationally recognizable standards wbehable a better foundation for
further growth and development in the real estate market.

&OVY1 UbOI 66Uz Ulhé propbsabaf tHeaw on Accounting, which has been prepared in accordance
with Directives of the European Union and sent to the Europeann@ssion for approvahasa

separate sectiatevoted to appraisdh this manner, this field will be established and regulated by
legislation for the first time in the Montenegrin regulatory system, with a legal obligation to observe
international standadls in this field.

CADASTRAL PRACTICES

(R49) It would be recommendable for the Real Estate Directorate to hire plisetsedyeodetic .
companies, to make changes in the cadastral records on behalf of the Directorate. This would ccznntribute
to increasing the limited capacities of the Real Estate Directorate. |

&OY1 UOOI OUz UNoEarcapied.U

LOW FIXED FEES FOR FRROPERTY TRANSFERS

When transfer fees and taxes are too high, even registered property might quickly become informal if subsequent
transactions are not registered. This not only weakens the protection of property rights, it also reduces potential
revenue from property taxes.
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(R50) Therefore it is necessary to set low and fixed fees for various services offered by the cadafStre.

fee for using data of state surveying aadlastre of immovable property (Official Gazette of Montenegro
26/12).

REAL ESTATE ADMINIST1 3 (. - 22 w# 3 DATES$ w4/

oA NN

month or even more rarely. In addition, the possibiditdownloadhg the title deed and payg for all |
the fees electronically would be a welcome change tléd gignificantly reduce part of the procedure.

Property, which is published in the Official &#te of Montenegro 43/15 of 31 JA15 added the

principle of prorptness: administration authority keeps updated records on registered titles on
immovable property and applications filed for changing of such data; the certificate of title can also be
obtained via Internet.

RANKING OF MORTGAGE RIGHTS / PENDING IND EX

(R103) Public Notary officeshouldhave direct accessttie Cadaste/Real Estate database to ensureé
reaktime registration of property titldeed. |

Immovable Propertwhich was published in Official Gazette of Montenegro 43/15 6312015,
Article 155a providehat the institution in chargeshall providehe nationalauthority, local self
government authorities, legal entities performing functions of public intaresinotaries the access to
geodetic cadastral information system and downloading data from that system for the purpose of
performing functions under their competence.

5.3INFRASTRUCTURE (R67)

No | Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R67 | The MFIC encourages the Government to invest | V
additional efforts into commencing the
construction of projects primarily in the area of
traffic infrastructure and energy as soon as
possible.
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This hugely important area remains underdeveloped, and is one of the major limiting factors in the development
of the whole country. For the past two years, primarily due to a lack of funding, no major projects were initiated
that could improve the situation in this regard.

(R52) TheMFIC encourages the Government to invest additional effottscommencing the |
| construction of projects primarily in the area of traffic infrastructure and energy as soon as possible.

&O0YI UbOI OUz Ulhé folioing activities have been planned:

1. Construction of a new terminal building at the airport Tivat with supporting infrastructure (period of
implementation 2018);

2. Extending and reconstruction of maneuvering areas and landing platform dtpbet ivat (period
of implementation 2018);

3. Reconstruction of existing control tower at the airport Tivat (period of implementation 2016).

In theupcomingperiod, in parallel with implementation of the priority section of the highway Bar
Boljare,activities will also be implemented towards completing project documents for the remaining

Ul EUPOOUWOI wUT T wi BT T b Ea OAndrieRica Evtiiéh@Gdplaningd byutie | 1 wU 1 E C
Detailed Spatial Plan of the highway to be implemented as the secthorl #ecording to strategic

plans and orientation of Montenegro to invest in the development of railway transportation, intensive
efforts have been invested in the past six years into implementation of railway overhauling projects

this sense24

5.4 TAXATIO N

Montenegro is generally recognized as a low-tax area. This is a very good image to have in the business
community; however, this is just part o f the story, asthe 9% corporate tax rate is not the only consideration to
take into account when talking about the tax environment. As the Doing Business report notes:

24 According to official Government data, d uring the period since regaining of independence of
Montenegro u ntil 2014, more than 300 mill EUR has been invested in maintenance, reconstruction and
construction of roads.
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?0n average, firms make 17.00 tax paymentsax,
spend 314.00 hours a ydding, preparing andpaying
taxes and pajotal taxes amounting to 21.60% of
profit 6 2

Doing Business 2016 report

Here we would like to discuss a topic that entered into the focus during the previous year sand is related to a
significant step back in the area of taxation.

PREDICTABILITY

Our members report that in total, various taxes and duties including both those on the national and municipal

level have in the past few years seen an increase of close to 509 his is mainly owing to municipal taxes and

increases inthe prices of their services, and the Government needs to continue looking even more closely at this

side of the issue of taxation.# UUBD OT wl Yht OWEUUDPOI UUI Uwpki Ul nthetwamostD Ul E2 wU Db E
significant tax rates: VAT was incr eased from 17 to 19 percent, andncome tax from 9 to 15 percent for above-

average salaries £480).$ Y1 QwUT OUT T wPbUwWPEUWEEOOI EwEwWUI Ox 028154 w? EUDUD U U
reducing it to 11% in two increments .

5.5CORPORATE GOVERNANCE (R68% R72, RL04)

No Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R68 | The MFIC considers it crucial for the relevant \

authorities to improve not only control, but also
education in this area (financial reporting) .

R70 | A change to the Bankruptcy Law is needed in \4
such a way that the bankruptcy manager needs to
share the opposing evidence with the creditor
whenever the bankruptcy manager declares a
claim to be disputed. Furthermore, the deadlines
should be defined by the law, on the basis of
which the bankruptcy judge must act in litigations
for determination of the challenged claim, bearing
in mind the urgency of bankruptcy proceedings.

R71 | A change to the Bankruptcy Law is needed in \
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R104

In this section we outline several components of corporate governance that still require improvement, while
listing concrete solutions to issues that impede the development of this area and therefore the economy as a
whole. The below quote from the EC Montenegro 2015 Reportis very similar to the general feeling our members
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such a way that the bankruptcy manager needs to
share the opposing evidence with the creditor
whenever the bankruptcy manager declares a
claim to be disputed. Furthermore, the deadlines
should be defined by the law, on the basis of
which the bankruptcy judge must act in litigations
for determination of the challenged claim, bearing
in mind the urgency of bankruptcy proceedings.

A change to the Bankruptcy Law is needed in \%
such a way that will include a provision that

prescribes the obligation for the bankruptcy judge,
before voting on the reorganization plan, based on

the request of one or more creditors with a

minimum 30% proportion of the reported claims,

to appoint an independent external financial

advisor or financial expert, whose costs are to be
borne by the debtor who has submitted the
reorganization plan, to review the feasibility of the
proposed plan, the reality of the applied

assumptions and the sustainability of the

proposed measures for the settlement of the

EUI EPUOUZUWEOEDOUG

The number of bankruptcy judges should be \%
increased and specialized training should be

given more attention

have regarding this area:

?Montenegro is moderately prepared on company law. Some progress was mgidéatinde

alignment2?

The quality of financial reporting remains an area with huge potential for improvement. Even though there are
several exceptions, the overall quality is still not at an acceptable level. Some of our members are working with
their clients on producing finan cial reports that would enable them to access a wider pool of financing options

5.5.1. FINANCIAL R EPORTING

available outside Montenegro.

25 Montenegro 2015 Progress Report, European Commission
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(R53) However, this creates only a limited impact on the system as a whole, and the MFIC considers it

crucial for the relevant authities to improve not only control, but also education in this area.

&OYI1 UOOI OUz LNetvdegd s@ulions have been prepared in this field. Proposallaiviien
Accounting is sent to the European Commission for approval with regard to compliahce wit
Directives.

5.5.2. BANKRUPTCY REGULATIO N

Our introductory assessment from three years ago® U w U U b O ldeucurtedbliaw @r? Bankruptcy regulates in
detail all aspects of the bankruptcy procedure. However, the problem of the bankruptcy procedures is
not in thelegal framework, but itheirimplementation. Montenegrin courts and judges have not yet
built a clear position and legal practice regarding the application of the Law on Bankruptcy and the
introduction of modern concepts of bankruptcy law to Montenegro.

In addition, our members note that no progress has been notedrelated to the official control over the
implementation of the reorganization plans. When a reorganization plan is adopted under a bankruptcy
proceeding there is no official body which control s either (i) the feasibility of the submitted plan or (ii) the proper
implementation of the plan. The regularity of the latter checks is also not regulated. Since the payment schedule
serves as the formal repayment schedule between the lender and the borraver, a stricter control must be
established by the law and executed by the ruling courts.

UNGROUNDED CHALLENGI NG OF THE REPORTED CQLAIMS IN BANKRUPTCY
PROCEEDINGS

A reported monetary claim is determined and deemed to be approved if it is not challenged by t he bankruptcy
manager or by any other creditor. Unfortunately , in practice, this right is often subject to abuse, where groundless
challengesto the reported claims are made by other creditors sothat they have a privileged position or by the
bankruptcy ma nager who usually acts in favour of the debtor, whereas the law stipulates that it should act
independently. What is even more serious is that the bankruptcy manager does not have an obligation to explain
the reasons why certain claims are defined as dispued ones, even though the submission by the creditor contains
clear evidence (signed loan agreements, utilization requests signed by the debtors, signed transfer orders,
analytical cards, etc). Compared to such objective evidence the other party has no obigation to prove its
statements with underlying documents. After the claim is challenged in the bankruptcy proceeding, the creditor

is referred to start the litigation process to prove its right , which takesa long time.

Proposal:

26 For example, financial transactions such as loans to financial derivatives, which is the ability to charge
in bankruptcy using the newly introduced provisions such as those of setoff, the right to choose, and the
like.
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(R54) A changeto the Bankruptcy Law is neededsacha way that the bankruptcy manager needs t

O

share the opposing evidenaéh the creditor whenever the bankruptcy manager declares a claim to be
disputed. Furthermore, the deadlines shouldddmedby the law onthe basis oivhich the bankruptcy
judge must act in litigations for determination of the challenged cla@aing in mind the urgency of
bankruptcy proceedings.

&OY1 UOOI 06Uz Ulhé propnsab of tHeaw on Changes and Amendments to the Bankrupty

regulates more closely also the manner of submitting an objection which can be filed by a creditor or any
other person having legal interest to the court against any action performed by the trustee in

bankruptcy, and obligations of the trustee in bautcy are clearer.

VOTING RIGHT SIN CASE OF THE REORGANIZATION
ThepUOET UUwWOI wYOUDPOT wOOwWUT I wul OUT ECPAEUDPOOwWx OEQWEOT UwdOU wC
but the overall decisions are made solely on the separate decisions o the classof creditors. This usually leads to

the adaptation of the reorganization plans by negatively discriminating against the banks asthe largest overall
creditors in most of the cases.

Proposal:

(R55) A changeto the Bankruptcy Law would be dedita insucha way that it includes provisions |
stipulating the rightof vetoof a creditor whose claim exceeds 50% of the total reported claims so that it
canvote against the reorganization plan if it is against its intesest |

&OVYI1I ubOil 60z vAntiele @ dwhiwh defines the principle of equal treatment and equality, states that
in bankruptcy proceeding creditors shall have the same treatment in accordance with their status
regulated by this Law and that creditors shall be equal within the same paymemtdcepting this
proposal would undermine this principle because a creditor with more than 50% of claims would
condition other creditors with his interests and would use the right to veto to prevent reorganization
plan.

REVIEW OF THE SUBMITTED REORGANIZATION PLAN

The Bankruptcy Law stipulates that the reorganization of the company can be approved only if it provides amore
favourable settlement and recovery for the creditors compared to the liquidation through the sale of the assets. It
means that the main assumption behind the approval of a reorganization plan should be the evidence that there
are economically justifiable and realistically achievable reasons for the continuance of the debtor's business
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activity. As opposed to this principle , in practice the reorganization plans are usually proposed by the debtors,
and the court does not check the quality and the realistic background of the plans, but accepts it as it is submitted,
without questioning or analy sing it further. This action puts the debtor in an extremely favo urable position since
it may submit completely unrealistic reorganization plans for approval. In several cases these reorganization
plans entirely lack any ground s and business rationality or reality.

Proposal:

(R56) A changeto the Bankruptcy Law is neededsncha way that will includea provision that
prescribes the obligation for the bankruptcy judge, before voting on the reorganization plan, based on the
request of one or more creditors watiminimum 30% propdaion of the reported claims, to appoint an
independent external financial advisor or financial expehiose costs are to be borne by the debtor who

hassubmitted the reorganization plan, to review the feasibility of the proposed plan, the reality of the

applied assumptions and the sustainability of the proposed measures for the settlement of tize Greditor
claims.

&OVY1I uUbOil 60z U ArEadleOIHY Gpéaragraph 1 states that a bankruptcy judge may, ex officio or
following proposal of an interested personder the trustee in bankruptcy, or other professionals
engaged by him, to establish accuracy of data contained in the proposed reorganization plan and for the
costs incurred on such grounds to be borne by the party who submitted the proposal of reémmaniza
plan. Therefore, this paragraph establishes the right of creditors to check reorganization plans, and we
think it is not necessary to have it as an obligation, since it is in the interest of all creditors to have a
quality reorganization plan and tonsure more favorable satisfon of creditors as opposed to
bankruptcy.

However, the mentioned provision of the Article 164 can be, but is not necessarily, a right to verification and

additional evaluation of sustainability of the reorganization plan . Beaing this in mind, current formulation of the

Article 164,according to the experience of our members does not provide security to creditors in implementation

of the idea, which is why we believe the change is still required .

BANKRUPTCY JUDGES

(R104) In addition, the number of bankruptcy judges should be increased and specialized tralnlng
should beyiven more attention.

&O0YI UOOI 00Uz UNunber Of juges increased.
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5.6 RULE OF LAW (R73-75)

ARIA

No

Recommendation

Will be
considered
/accepted

Dismissed

Work in
Progress

Not
commented

R73

The supervision and the internal audit of the
actions of the Land registries is inevitably needed
for securing the prevention of the ungrounded
breach of the deadlines prescribed by the Law.

\Y

R74

The one-stop-shop system should be extended
across the range of services in this area, including
issuing both working and residence permits to
foreigners that are employed in Montenegro.

R75

Changes are inevitable, but how these changes are
managed and implemented in the regulatory
environment is what makes the difference between
a stable, predictable environment that enables
companies to plan ahead and invest and an
environment in which investors take conservative
investment decisions not being able to tell how
much, or if t hey will profit at all.

Heritage Foundation, Index of Economic Freedom 2016

laundering is significant. Politicization of the judiciary is a long -standing problem .

Corruption is a serious problem in Montenegro. Graft and misconduct are widespread in
such key areas as health care and public procurement. Organized criminal groups have
significant influence in both the public sector and the private sector, and Russian money

Generally, our members consider that, even though Montenegro is making progress on its EU reform agenda,

there are still issues that are a cause of concern in this area, primarily the fight against corruption and reinforcing
the rule of law.

As the Heritage Foundation noted in its Index of Economic Freedom 2016:
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5.6.1. JUDICIARY
Our members report limited or no progress at all when it comes to the issue of lengthy commercial disputes and
courtcases. EUI UYEUDPOOU Wi UOOwWUT T wxUIl YPOUUWUT Ul | Lepgihy@ountwOi wUT B
proceedings can render the intentlo# petitioner completely pointless, thus jeopardizing the very
foundations of the rule of law.

LONG-+ 23 (-&w?. 43w. %w" . 413w2 +$2w/ 1. "$#41%2uw
(OQwlOT T wx UOET U U wbOjudictalididdlosdré, thénibtidadée zradiod facksRaldwité o
lasting process of registration of thetices in the Deed of Title, despite the fact that in the Law o

State Survey and Cadastre it is stipulated that the deadline for the registration is 15 days from
moment of submission. This deadline is hardly ever met by the Land Registry Offaxddition, the

_ D 5

execution process is often delayed by the debtors who manage to avoid the delivery of default
by fictitious leases in case of residential properties. Given the current practice, from the momer
the initiation of the oubf-court sale until the first public auction, almost half a year or even more
often passes. This is an extremely serious problem that the banks are facing when it comes to -
extrajudicial foreclosure of encumbered immovable assets mainly in terms of unenforceabil

PROPOSAL

(R57) The supervision and the internal audit of the actions of the Land registries is inevitably ne
for securing the prevention of the ungrounded breach of the deadlines prescribed by the Law.

&O0YI UbOI 00Uz Ulhis eéammendation or control of work of the Real Estate Agency is
implemented in the Law on Changes and Amendments to the Law on National Surveying and
Cadastre of Property.

Compared to the period of some 5-6 years ago, our members note significant improvements in the general
operation of the Real Estate Agency. However, legally defined time frames are still not respected in many
cases, especially in smaller municipalities.
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5.6.2. PERMITS AND LICEN CES

Noting some progress in this area, our members are unanimous thatthe administrative procedures required for
issuance of various permits and licences remain expensive and time-consuming. One of the most criticized areas
of administrative procedures required for business operations is th e area of issuing permits and licences.Even
though progress is notable, it is necessary to further simplify complicated and expensive administrative
procedures and eliminate emerging forms of bureaucratic autocracy ¢ especially at local levels.

(R74) Theonestopshop system should be extended across the range of services in this area, incéluding
 issuing both working and residence permits to foreigners that are employed in Montenegro. !

&OYI1I UOOI 00Uz Lmestaxshapprinciple for issuing residence amork permits to foreigners has
been introduced by entry into force of the Law on Foreigners the enforaémwwith started in April
2015.

Unfortunately, our members did not have a positive experience with the new system, or perhaps it was
implemented wit h varying success in different municipalities.

5.7 PREDICTABLE BUSINESSENVIRONMENT (R75)

In the White Book 2013 we discussed the issue of the predictable business environment, concluding that ame of
the defining characteristics of the previous year was the unpredictable business environment, caused by the
frequent regulatory changes and increasesin the tax rates and other fees payable to the government.

Ol wOil wOUUwWOI OET UUwPOwl YYNwxEDPEWEWUOUEOWOI
infrastructure services in total to both local and national governments. With approximately the
revenue, as growth was impeded by the global and local negative economic circumstances, ir
Ul PUwi T UUIT wUI EET I{Bniteedsdd) nids0 in womlikadds, ied O O b (
contributions and all other payments due to the government on various accounts, including se
related to infrastructure. Regardless of how we choose to name these fees, this is an unsustai

trend of increase.

We quoted this example to illustrate the point:

In 2014 wefaced even more increasest the price of water in the coastal region, the ecological tax, etc. In addition
to 2013 there were increases of VAT from 17 to 19 percent, anda partial increase in the income tax rate from 9 to
15 percent(lowered to 13% in 2015) In 2015, this trend has been reversed, but our recommendation is still valid:
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(R58) Changes are inevitable, but how these changes are managed and implemented in the regulatory
environment isvhat makes the difference between a stable, predictable environment that enables
companies to plan ahead and invest and an environment in which investors take conservative
investment decisions not being able to tell how much, or if they will profit.at all

Ur

&O0YI UbOI 00Uz UMiEsSr§ OfiFtance and the Council for improvement of business environment,
regulatory and structural reforms are investing continuous efforts into improvement of regulatory
framework and business environment in general.
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6. INDUSTRY OVERVIEW

6.1.TOURISM (R76% R82, R1D5+ R110, R130

No Recommendation Will be Dismissed | Work in Not
considered Progress | commented
/accepted

R76 | Montenegro needs to position itself first in terms \Y

of the level of tourism it wishes to attract, which
the Strategy has defined to a certain extent. It
cannot only be high-end tourism, and a mix,
strategically designed, would be the best way
forward. In that sense, the regions, well defined in
the Strategy, need to have their position and level
in the general picture of Montenegro as one
destination. However, these ideas are yet to be
implemented.

R105 | In order to fully utilize the power of marketing for \
promoting Montenegro as a tourist destination,
we propose to include the stakeholders more. Our
members in the tourist industry would be willing

to contribute to a more coordinated, clear strategy
that integrates the key players in this industry in
Montenegro.

R106 | Montenegro should consider introducing a more \
liberal regime for tourist visas to enabl e tourists
and property buyers from those countries from
which some of the largest foreign investors in
Montenegro come, to be able to easily access
Montenegro. A good example is the Schengen visa
which enables a visitor to stay in the EU for three
months, but only seven days in Montenegro. Or,
for example, to get a Montenegrin visa, the
procedure for an Azerbaijani lasts three months
and they have to go to Teheran, Iran which is
nearly one thousand kilometres away.

R107 | Introduction of the so-called? $ EOOOODPE w, V
would greatly benefit Montenegro. Our members
are confident that the country would attract
significantly more foreign investment should this
option be available to a prospective investor.
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In addition to the formal aspects of m aking \Y
Montenegro more accessible that are mentioned in
the two recommendations above, more accessible,
easy, costeffective access from major European
capitals needs to be encouraged. To this end, the
airport infrastructure also needs an upgrade,
especially when it comes to Tivat Airport.

Paragraph 2 of the Article 27 of the Law on \%
Yachts: Previously this (the possibility of filling
OUOwUT T w?EUI pwOPUU> wi UD
has been allowed, and now it is only necessary to
apply the existing Law.

We believe it would be enough to have a proxy \
that is not necessarily notarized, but is signed by

the captain as a guarantee of authenticity with
accompanying penalty provisions to be applied to

a person who verifies the authenticity of a copy

for which they know or must know they are not
identical to the original.

It is necessary to harmonize the Law on Yachts \%
and the Law on Border Controls or issue a

mandatory interpretation defining which one of

the two laws t akes precedence over the other

when regulating the same matters, such as leaving
the country and deadlines.

It would be recommendable to revoke the \
Ul gUpUI O O0wUOwWUI CUUOwWU
police, since the police issues this document and

can at any time check it against the records.

It is necessary to allow a request for a berthto be |V
signed by a Ship Master and not only by the

Agent. There are no regulations that would make

it mandatory for a yacht to hire an agent, and this
practice therefore does not make sense.

In addition, in order bring the work of inspections \
and more importantly, their results, to a higher

level we propose the introduction of independent
inspectors to be considered, who would control
businessesthat have already been visited by the
inspection, similar to the audit of the inspectors

that is already in the Law.

The process of inspections of foreign-owned \4
businesses needs to be more transparent for the
business owners.
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R109 | A lower VAT rate of 7 percent should also be \Y
applied to food and beverages for hospitality
businesses, which is especially important in the
challenging period that is ahead for Montenegrin
tourism.

R110 | Tourist registration process needs to be made \4
automatic at the airports, and all other Border
Control Points.

R130 | In order to compete with the countries in the NA
region, and those beyond the region that are the
main Montenegrin competitors, Montenegro
obviously needs to increase the amount of
investment in advertising the country, especially
having in mind that the revenue from tourism
comprises 20% of the GDP.

INTRODUCTION

Montenegro is becoming a worldwide tourist destination

with high potential for further development. Tourism

holdsUx 1 EPEOQwUDPT OPI PEEOEIT wi OUw, 60
is considered to be of strategic importance for the
EOUOUUazUWET YI OOxOI1 OUB

According to World Travel and Tourism Council
(WTTC)Z, the following is the key data representing
Montenegrin tourism :

GDP: DIRECT CONTRIBUTION

The direct contribution of Travel & Tourism to GDP was EUR405.8mn (11.3% of total GDP) in 2015, and is
forecast to rise by 6.9% in 2016, and to rise by 5.6% pa, from 2018026, to EUR746.3mn (14.6% of total GDP) in
2026.

GDP: TOTAL CONTRIBUT ION

The total contribution of Travel & Tourism to GDP was EUR794.8mn (22.1% of GDP) in 2015, and is forecast to
rise by 6.6% in 2016, and to rise by 6.0% pa to EUR1,521.9mn (29.9% of GDP) in 2026.

EMPLOYMENT: DIRECT CONTRIBUTION

27 htt p://lwww.wttc.org/ -
/media/files/reports/economic%20impact%20research/countries%202016/montenegro2016.pdf
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In 2015 Travel & Tourism dir ectly supported 18,500 jobs (10.3% of total employment). This is expected to rise by
6.5% in 2016 and rise by 2.8% pa to 26,000 jobs (13.4% of total employment) in 2026.

EMPLOYMENT: TOTAL CO NTRIBUTION

In 2015, the total contribution of Travel & Tourism t o employment, including jobs indirectly supported by the
industry, was 20.5% of total employment (37,000 jobs). This is expected to rise by 6.2% in 2016 to 39,000 jobs and
rise by 3.3% pa to 54,000 jobs in 2026 (27.7% of total).

VISITOR EXPORTS

Visitor ex ports generated EUR844.7mn (48.7% of total exports) in 2015. This is forecast to grow by 6.7% in 2016,
and grow by 5.0% pa, from 20162026, to EUR1,463.7mn in 2026 (47.9% of total).

INVESTMENT

Travel & Tourism investment in 2015 was EUR224.5mn, or 32.6%0of total investment. It should rise by 7.9% in
2016, and rise by 7.2% pa over the next ten years to EUR487.5mn in 2026 (50.1% of total).

WORLD RANKING (OUT O F 184 COUNTRIES)ACCORDING TO THE RELATIVE IMPORTANCE
OF TRAVEL & TOURISM'S TOTAL CONTRIBUTION TO GDP:

31st

Contribution to GDP in
2015

RELATIVE SIZE

144th
ABSOLUTE
Size in 2015

28th

LONG -TERM
GROWTH

Forecast 20162026

8th
GROWTH
2016 forecast

Our members noted that Montenegro is being better positioned as atourist destination each year with concrete
steps being taken to further improve its image.
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RECOMMENDATIONS
, OO0U01 61 T UOzZUwxOUI OUPEOWI EVWET 1 Owi DYl OWEOOEUI U1 wi UPEIT OPOI
| YI YwPT PET wEPOUwWUOwWx OUP UP OO wU lydanréubiddrisi, avitnpictwesdueuE1 UODOEUD O
OEOEUEEx]T UWEDOEwWxUOBI EVUI EWEDPOEPYI UUPUA? 6 w

1 Regions and marketing

(R59) To achievéhe goal quoted abguwdontenegro needs to position itself first in terms of the
level of tourism it wishes to attrgatvhich the Strategy has defined to a certain exiésannot
only be highend tourism and a mix, strategically designed, would be the best way forward In
that sense, the regions, well defined in the Strategy, need to have their position and level in the
general picture of Montenegro as one destination. However, these ideas are yet to be
implemented.

inter alia, that Montenegro should be a highd yeatround tourist destination, which offers at

the same time a diverse tourist product and the higlitgubereof with the aim toatisfy the

Ol 1 EUwOI wMdateriegrd, d3 bed thedStrategy, has been divided into eight clusters and
diverse groups of tourists have been defined individually in each cluster

(R105) In order to fully utilize the power of marketing for promoting Montenegro as a tourist
destination, we propose to include the stakeholders more. Our members in the tourist industry
would be willing to contribute to a more coordinated, clear strategyrthegrates the key

players in this industry in Montenegro.

before it will be sent to competent authorities for consideration and approval. Deadline: quarter
IV of thisyear.Also, development of Marketing Strategy is planned for next year.
Representatives of tourism sector of Montenegro will be consulted in its drafting.
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Visas

(R106) Montenegro should consider introducing a more liberal regime for tourist visastde
tourists and property buyers fromdke countries from which some of the largest foreign
investors in Montenegro come, to be able to easdgss Montenegrd.good example is the
Schengen visa which enables a visitor to staha&itU for three moths, but onlyseverdays in
Montenegro. Or, for example, to get a Montenegrin visa, the procedure for an Azerbaijaniilasts
three months and thdyaveto go to Teheran, Iran which is neadgethousand kilomess

away.

extended to holders offfngen, USA visas from seven to 30... Residents of Azerbaijan do not
need a visa to enter or stay in Montenegro up to 90 days.

Welcoming these changes, we note this is stilljust a step in the right direction, with further liberalization
required.

Economic passport

(R107) Apart from further liberalizing the visa regime, introduction of theessgE O 01 Ew? $ EO O«
/ EUUxOUU? wbphOUOEwWI Ul E0OCa wET Ol i nbthatthe@dktry Would U O 6 u
attract significantly more foreign investment should this option be available to a prospective

investor.

and analyzed, as well as opisoand potential benefitd creating a similar prograrior
Montenegro.

Infrastructure

(R60) In addition to the formal aspects of making Montenegro more accéisatdee
mentioned in the two recommendations abowae accessible, easy, aftctive access from
major European capitals needs to be encourdgetis end the airport infrastructure also

needs an upgrade, especially when it comes to Tivat Airport.

supporting infrastructure (period of implementation 2018), 2. Extension and reconstruction of
manoeuvring areas and landing platform at the airport Tivat (period of implementation 2018), 3.
Reconstruction of existingoatrol tower at the airport Tivat (period of implementation 2016).
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I Yachting

Paragraph 2 of the Article 27 of the Law

on Yachts alternatively stipulates the . . .
- . Y STpHiaTes | . . Ports ,Cate%orlzed According to the Type of Maritime
possibility of fillingOUUwUI | w? EUl PwObUU? _

Traffic and Purposeoorts are required to have berth

According to the Regulation on Conditions to be Met b

fully or by adding information , but the
Port Authority does not allow the (Article 2, paragraph 1, point 1). One @fir members has

addition of information , which makes several times sent a request for mapping a space whic

EOUT w/ OUUw UUI OUBUaz UwRPE ek fol dgidlifpGd8wever no response

significantly easier. . . . .
gnificantly east has been received to date. What this means in practice

(R61) Previously this has been that skippers anchor tiveboat in a space they themselve
allowed, and now it is onlgecessary ~determine while waitingor fuel and that the Port

to apply the existing Law Authority issues a fine for doing so.

&O0Y1 UOOI 00Uz IByEMy@nitad U

force of the Law on Changes and Amendments to the Law on Yachts a software solution has been
created for electronic completing andnitoring of crew list, which is a solution to the problem

of adding crew members to the crew list.

The definition of a proxy/ authorization given by the owner of a yacht to the skipper/captain ~ should be
harmonized by a legislative or less formal act. The Port Authority insists on a proxy that has been
certified by a notary (or another similar institution ) even when the owner of a yacht is present

(R62) We believe it would be enough to have a proxy that is not necessarily notarized, but is
signed by the captain as a guarantee of authenticity with accompanying penalty provisions to be
applied to a person who verifibg authenticity of a copy for which they know or must know
they are not identical to the original

&OVY1I uUbOi 60z IByedy dtodarce of the Law on Changes and Amendments to the Law
on Yachts and by giving instructions to Harbour Master's Office or Branch Offices

(R63) It is necessary to harmonize thew on Yachts and the Law on Border Controls or
issue a mandatory interpretation defining which one of the two laws takes precedence err the
other when regulating the sammatters, such as leaving the country and deadlines. |

&O0YI UbOI 00z Mok stands ldydhe 2014 position of the Governmenabse it is clear
that the Law on Border Control has supremacy over the Law on Yachts, that is to say the
recommendation is accepted.
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