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The Ministry of Economy of Montenegro, as a key agency responsible for the control of foreign trade in
weapons, military equipment and dual-use goods, has produced the Sixth Report on Foreign Trade in
Arms, Military Equipment and Dual-Use Goods. This Report gives an overview of the issued licenses
for export, import and brokering activities and describes the cooperation of the Ministry with inter-
national institutions and organizations in the area of arms, military equipment and dual-use transfer
control. Given that the licenses issued in 2012 can be utilized until the closing of year 2013, this report
does not cover the entire process of utilization of licenses issued in 2012.
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SECTION 1

INTRODUCTION

The Law on Foreign Trade in Arms, Military Equipment and Dual-Use Goods ("Official Journal of Monte-
negro”, No. 80/08), the Law on Dual-Use Export Controls (..Official Journal of Montenegro”, No. 30/12),
and the related by-laws provide a basis for the state control of international transfers of arms, military
equipment and dual-use goods (hereinafter referred to as: Controlled Goods).

The legal framework for producing the Annual Report on International Transfers of Controlled Goods
has been summarized in Article 32, paragraph 1 of the Law on Foreign Trade in Arms, Military Equip-
ment and Dual-Use Goods ("Official Journal of MNE", N0.80/08). The Ministry of Economy of Monte-
negro, as the body responsible for the implementation of the law and related regulations in the area
of exports and imports of controlled goods, produced this Report.

The Sixth National Report, an overview of the export-import control of arms, military equipment and dual-
use goods during the year 2012, was produced by the Ministry of Economy in accordance with the recommen-
dations of the international community. In producing this Report, the EU recommendations on the form and
content of national reports have been observed in order to make it compatible with the reports of the European
Union and useable for comparison with the national reports of neighbouring countries and countries worldwide.

With regards to the selection of data to be published, a compromise has been reached that includes
the commitment to publish information while at the same time protecting the commercial interests
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of legal entities. All data are published in an aggregated form in order to maintain the confidentiality
of information, in accordance with the Data Confidentiality Act (“Official Journal of MNE", No. 14/08,
76/09, 41/10, 38/12, 44/12 and 14/13) and Unpublished Data Protection Act ("Official Journal of MNE",
No. 16/07, 73/08).

After the Report has been submitted to the Government and adopted, the Report is published by the
Ministry of Economy and posted on the Ministry’s official website www.mek.gov.me. Thus a higher
level of transparency is achieved with regard to these activities, which contributes to building Monte-
negro’s credibility worldwide and improving international cooperation in this field.

The Report contains general information on the Law on Foreign Trade in Controlled goods, the ex-
port/import controls policy, national control lists, competent institutions in the licensing process,
licensing criteria, past experience in the field of foreign trade of controlled goods, active participation
in workshops/trainings and further advancement of the control system, as well as an the analysis of
statistical data shown in the Annexes.

The Annexes also contain tables with figures regarding the approved requests for foreign trade in
controlled goods activities.
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NATIONAL
LEGISLATION
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National legislation in the area of foreign trade in controlled goods [for the period of observation)
includes the following regulation:

Law on Foreign Trade in Weapons, Military Equipment and Dual-Use Goods;
Law on Dual-Use Export Controls;

By-laws;

Other regulations;

International legal instruments and regimes; and

International treaties and conventions.

ook LN -

1.
LAW ON FOREIGN TRADE IN WEAPONS,
MILITARY EQUIPMENT AND DUAL-USE GOODS

The national legislation related to export control of controlled goods now includes the Law on Dual-
Use Export Controls (..Official Journal of Montenegro”, No. 30/12), adopted and entered into force on
1 July 2012.
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This Law, together with the Law on Foreign Trade in Weapons, Military Equipment and Dual-
Use Goods (“Official Journal of Montenegro”, No. 80/08) prescribes the procedure and condi-
tions for international transfers of controlled goods, responsibilities and procedures for licens-
ing export and import, transport and transit, brokering and service provision in the foreign
trade deals. Also, the Laws provide for the oversight and control of issued licenses utilization
and impose penalties for failure to comply with their respective provisions. Penalties for non-
observance of the provisions of the Law are provided under the Penal Code of Montenegro (“Of-
ficial Journal of MNE", No. 40/08, 25/10, 32/11).

One of the key steps towards the building of the legal system in the field of export-import controls
of controlled goods is the acknowledgement of the criteria of the EU Council Common Position
2008/944/ CFSP', replacing the 1998 EU Code of Conduct on Arms Exports. The criteria of the EU
Council Common Position 2008/944/CFSP provide the grounds for granting or non granting approval,
i.e. approving or denying a licensing application.

Prior to making a final decision on licensing applications, the Ministry must obtain an approval
from the Ministries of Foreign Affairs, Defence, and Interior. If any of the ministries responds
negatively to the application in question, the Ministry of Economy shall not issue the licence?. If
necessary, and depending on the type and intended use of controlled goods, the Ministry shall
seek the opinion of other relevant authorities.

2.
BY-LAWS

The by-laws regulating specific issues related to export controls of transfers in controlled goods
include:

e Decision on the National Control List of Arms and Military Equipment (harmonized with the
Common Military List of the European Union (CFSP) (No. 2012/C 85/01);°

e Decision on the National Control List of Dual-Use Goods (harmonized with the EU List of Dual-
Use Goods and Technologies, Council Regulation [EC] No. 428/2009 of 05 May 2009):4.

e Decree on the list of non-military Weapons;5

 Regulation on foreign trade in munitions for special use®;

e Regulation on the Form of Licensing Application and Licence, Content and Forms of other
Documents Required for International Transfers of Controlled Goods’

e Regulation on the Form of Licensing Application and Licence for Dual-use Exports, Brokering
Activities and Technical Assistance:®

e Regulation on the Form of Request to be Registered in the Register of Entities who May
Perform Foreign Trade in Controlled Goods and on the Form and Manner of Keeping the
Register.’

e Regulation on the Actions of Customs Authorities in Customs Procedures Related to Arms,
Military Equipment and Dual-Use Goods.'®

In early 2009 Montenegro accepted the commitment to consistently apply all the eight criteria of the EU Council Common
Position 2008/944/CFSP in the process of export controls of controlled goods,i.e. in the licensing procedure. In this way
Montenegro has shown compliance with the European standards, and is thus paving the way for membership in internatio-
nal control regimes, and for the possibility of using all the benefits thereof. These criteria used to be a part of the EU Code
of Conduct, adopted in June 1998, and were also observed by Montenegro.

2 Anissued license may be revoked if the competent ministry finds out that it has been issued on the basis of false data; in the
case that the circumstances under which the license was issued have significantly changed; when the person or the foreign
trade deal threaten the security and foreign policy interests of the country; when the person does not observe the conditions
given in the license; or when the person ceases to observe the conditions.

“Official Journal of MNE", No. 52/12 of 12 October 2012.

“Official Journal of MNE", No. 44/11 of 29 August 2011.

“Official Journal of MNE", No. 66/10 of 19 November 2010.

“Official Journal of MNE", No. 66/10 of 19 November 2010.

“Official Journal of MNE", No. 08/11 of 4 February 2011,

“Official Journal of MNE", No. 62/12 of 14 December 2012.

“Official Journal of MNE", No.45/09; 08/11 of 4 February 2011,

“Official Journal of MNE", No. 60/09 of 8 September 2009.
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NATIONAL CONTROL LISTS

The Law prescribes that upon the request of a ministry in charge of foreign trade activities, the Government
shall approve and update national control lists and it shall harmonize them with the EU legislation. The EU
Lists are evolving documents and are updated on an annual basis; thus it is necessary to regularly update the
corresponding national lists in order to keep up with developments and events in the respective international
control regimes, and to harmonize with them.

3.
OTHER REGULATIONS

In the Montenegrin legislation there are other applicable laws, in addition to the Law on Foreign Trade
in Weapons, Military Equipment and Dual-Use Goods and the Law on Dual-Use Export Controls, re-
lated to international transfers of controlled goods. They regulate specific issues of importance in the
field of foreign trade of controlled goods."

4.
INTERNATIONAL LEGAL INSTRUMENTS AND CONTROL REGIMES

International control regimes are:

e Wassenaar Arrangement - WA'>- www.wassenaar.org.

e Nuclear Suppliers Group - NSG'® - www.nuclearsuppliersgroup.org.
e Zangger Committee'“- www.zanggercommittee.org.

o The Australia Group - AG'® - www.australiagroup.net.

 Missile Technology Control Regime - MTCR'®- www.mtcr.info.

Montenegro has not launched any initiative yet for acceding to the international control regimes,
but the Ministry of Economy is going to consider the possibilities of accession to one of the above-
mentioned regimes in the near future.

0.
INTERNATIONAL TREATIES AND CONVENTIONS

Activities of Montenegro aimed at fulfilling its commitments derived from multilateral agreements
on arms control, disarmament and non-proliferation have focused on integration into organizations

11 Law on Production and Transfers of Arms and Military Equipment ("Official Journal of FRY", No. 41/96 and "Official Journal

of SCG” No. 07/05); Law on Foreign Trade ("Official Journal of MNE", No. 28/04, 37/07); Law on Customs ("Official Journal of
MNE", No. 07/02, 38/02, 72/02, 21/03, 31/03, 29/05, 66/06 and “Official Journal of MNE No. 21/08); Law on Border Controls
("Official Journal of MNE", No. 72/09).
Besides the above mentioned, other laws are also applied, e.g.: Law on Chemicals ("Official Journal of MNE", No. 18/12);
Law on the Protection from lonic Radiation and on Radiation Safety ("Official Journal of MNE", No. 56/09); Law on Control of
Production and Trade of Substances that May Be Used in the Production of Narcotics and Psychotropic Substances ("Official
Journal of MNE", No.83/09).

12 The goal of Wassenaar Arrangement is to promote transparency and greater accountability in transfers of conventional
arms and dual-use goods and technologies, as well as the use of military and dual-use control lists. Wassenaar Arrange-
ment currently includes 40 Participating States, the representatives of which meet regularly in Vienna.

13 Since its establishment, in 1975, the Nuclear Suppliers Group has seeked to ensure non-proliferation of nuclear weapons
by controlling exports and transfers of dual-use equipment that may be used as nuclear weapons.

14 The goal of the Zangger Committee is to prevent the diversion of exported nuclear materials for civilian purposes and their
development into nuclear weapons or other nuclear devices.

15 This control regime was established in 1985, with the goal of curbing the proliferation of weapons for mass destruction,
especially chemical and biological weapons, and equipment for dual-use production. It includes over 40 participatingstates,
some of which are EU member countries.

16 Missile Technology Control Regime (in February 2004 Serbia and Montenegro unilaterally commited to the MTCR Equipment,
Software and Technology Annex of 30th May 2003 and the MTCR Guidelines of 7th January 1993). This regime is aimed at
controlling the transfer of technology and equipment for production of missiles and maintaining the military and dual-use
control lists.
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which provide strong mechanisms of preserving peace and security, whilst respecting the interests
of all countries. Along with the establishment of an institutional framework for bilateral and multilat-
eral security cooperation, the relevant authorities are taking the necessary steps in order to lay the
relevant legislative foundations, including ratification and implementation of international treaties in
the field of disarmament, non-proliferation, arms control, combating terrorism and organized crime.

The Republic of Montenegro has constantly supported the application of all international instruments
regulating the field of disarmament and arms control; it recognizes each new and constructive initia-
tive aimed at building and increasing international cooperation in order to reduce and eliminate risks
and consequences of production and use of any weapons and ammunition.

After the declaration of independence, on 3rd June 2006, the Republic of Montenegro decided to suc-
ceed to the treaties which are in accordance with the legal system of Montenegro; thus becoming an
active stakeholder in the performance of the major part of international treaties and conventions in
the field of disarmament and arms control.

As regards disarmament, non-proliferation and arms control, Montenegro has played an active role
in the implementation of a series of other international instruments, as follows: 1999 Vienna Docu-
ment, 2000 OSCE Document on SALW, 2003 OSCE Document on Stockpiles of Conventional Ammuni-
tion, 2004 OSCE Decision on End-User Certificates, 2004 OSCE Principles on the Control of Broker-
ing of Small Arms, 2003 OSCE Elements for Export Controls on Man-Portable Air Defence Systems
(MANPADS], the Formal Document as per Article IV of Annex 1B of the General Framework Agree-
ment for Peace in BiH (Dayton Accords)'’.

In the field of non-proliferation of weapons of mass destruction and combating terrorism, Montene-
gro has been active in improving the legislative framework for the implementation of the Resolutions
1373 and 1540. The National Action Plan for the Implementation of Resolution 1540 will be drafted in
the near future and updated progress reports will be submitted to the UN related to the implementa-
tion of the Resolutions.

Montenegro is a signatory of the Hague Code of Conduct against Ballistic Missile Proliferation (HCOC)
and it regularly submits annual reports on the implementation of the Code.

With regard to SALW control, Montenegro implements the United Nations Programme of Action to
Prevent, Combat and Eradicate the Illicit Trade in Small Arms and Light Weapons in All its Aspects
(UN, PoA, SALW], relying, first of all on the following international documents:

1. United Nations Convention against Transnational Organized Crime and the UN Firearms Proto-
col against the Illicit Manufacturing of and Trafficking in Firearms, their Parts and Components
and Ammunition'®:

2. United Nations Programme of Action to Prevent, Combat and Eradicate the Illicit Trade in
Small Arms and Light Weapons in All its Aspects;

3. OSCE Plan of Action on Small Arms and Light Weapons (SALWJ;

4. Regional Micro-Disarmament Standards for South-eastern Europe (RMDS);

The Government of Montenegro has played an active role in drafting the new Strategy for Con-
trol and Reduction of Small Arms and Light Weapons (SALW), a document containing guidelines
for future activities in the field of SALW control. In accordance with the commitments provided
under the Strategy, a Commission for the Implementation of the Strategy for Control of Small
Arms and Light Weapons will be set up with the mandate to coordinate and direct the activities of
all relevant subjects taking part in the implementation of the Strategy, inform the public about
the planned activities and results obtained, draft a progress report related to the control and

17 Agreement on Sub-Regional Arms Control, (Article IV, Annex 1-B, Dayton Peace Accords), the Parties of which are the
Republic of Serbia, the Republic of Croatia, Bosnia and Herzegovina and Montenegro, was endorsed on 14th June 1996 in
Florence and ranks as one of key and essential mechanisms for peace-keeping and improvement of security and stability in
the region. The goal of the Agreement is to achieve and maintain balanced and stable defense force levels in the region in
terms of reduction of numbers of conventional weapons into five categories (tanks, over 75mm artillery weapons, armoured
vehicles, combat aircrafts and assault helicopters) under control of the Parties.

18 Montenegro became a signatory of the Convention and the Protocol on 3rd June 2006, by succession.
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reduction of small arms and light weapons in accordance with the UN Programme of Action to
Prevent, Combat and Eradicate the Illicit Trade of SALW and the OSCE Plan of Action on Small
Arms and Light Weapons, as well as with other relevant agreements.

In addition to its membership in international treaties in the field of disarmament and arms control,
and with the view to providing support and contributing towards building both regional and European
stability and security, Montenegro is conducting a number of activities in accordance with the follow-
ing international documents:

e 1999 Vienna Document'’;
e Treaty on Conventional Armed Forces in Europe, and
e Treaty on Open Skies?’.

With regards to the process of export controls of arms, military equipment and dual-use goods, Mon-
tenegro is observing more comprehensive criteria, in comparison to those envisaged by the Arms
Trade Treaty [ATT), the signing event of which is scheduled for 3rd June 2013. Having in mind that
each contribution to the responsible control of exports, imports and transfers of weapons adds to
both regional and global security, Montenegro will find itself in the group of the first countries to ac-
cede to the International Arms Trade Treaty.

19 Montenegro is regularly fulfilling its commitments related to the 1999 Vienna Document, which include confidence and
security building measures, exchange of annual information and controls through evaluation of military units, inspection of
specific areas, visits to military air bases, observing the announced military activities, observing training and exercises, and
by learning about new types of weapons. Montenegro has commited to ensuring three inspections of a specific area and
one evaluation visit on an annual basis, while the number of inspections and evaluations accepted on a bilateral level is not
limited and it is up to Montenegro do decide.

20 In spite of not being a signatory of CFE and Treaty on Open Skies, Montenegro is voluntarily participating in activities helping
towards the implementation of the above-mentioned treaties.
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IN THE EXPORT
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Compliance with standards in the area of control of arms, military equipment and dual-use transfers,
which are observed by all countries united in the fight against international terrorism and prolifera-
tion of weapons of mass destruction (WMD], is of outmost importance for the inclusion of Montenegro
in the international export control system and accession to international control regimes and agree-
ments in this area.

1.
INTERNATIONAL COOPERATION

In the course of 2012 and pursuant to the EU Council Decision 2012/711/CFSP on the activities of
COARM of supporting export controls of arms and military equipment, in the framework of the EU
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programme of cooperation in the field of dual-use export controls, the Ministry of Economy contin-
ued its fruitful cooperation with international organizations and institutions responsible for export
controls of weapons, military equipment and dual-use goods. Such cooperation highly contributed
towards gaining new knowledge and experience, which resulted in higher efficiency of activities of
export control of controlled goods.

2

TECHNICAL SUPPORT FOR CAPACITY BUILDING
IN MONTENEGRO IN THE FIELD
OF CONTROLLED GOODS TRANSFER CONTROLS

In order to strengthen capacity of institutions and increase the efficiency of the export control system,
passing and enforcement of legislation in this area, over the last couple of years a very fruitful international
cooperation took place. In the course of 2012, representatives from the Ministry of Economy and other
institutions involved in the export control system took part in the following workshops and conferences:

No Area Topic Organizer Date Venue
1 Brokering Brokering in international transfers | EXBS 25-27 January | Zagreb/
' of weapons and dual-use goods Croatia
Regional Export controls of weapons for the | BAFA/COARM 16-20 January | Prague/
2. seminar representatives from Montenegro Czech
and FYR Macedonia Republic
EU cooperation | Southeastern Europe - long-term COARM 22-23 March | Brussels/
3 in the field of perspective Belgium
: export controls
of DUG
4 Regional Arms Exports Regional Information | SEESAC 26-27 March | Sarajevo/
’ process Exchange Process BiH
5 Regional Arms Trade Treaty (ATT) UNICRI, EU, 18-20 April Belgrade/
: seminar UNIDIR Rep. of Serbia
b Control system | 13th International Conference on EXBS and EU 07-09 May Portoroz/
’ Arms Export Controls Slovenia
Legal issues EU cooperation in the field of dual- | Long Term 17-18 May Podgorica/
7. use export controls Programme Montenegro
(LTP)
8 Export controls | Strategic control of arms trade EXBS-US 18-22 June Tirana/
’ Albania
9 Resolution 1540 | Implementation of the UN Security | OPCW, MVPEI 3 October Podgorica/
: Council Resolution UN-1540 Montenegro
10 Bilateral Export controls of AME and DUG EXBS and EU 29-30 October | Vienna/
" | cooperation Austria
Regional 8th Meeting of the Regional Arms SEESAC 20 November | Tirana/
11. | meeting Exports Information Exchange Albania
Process
EU Programme | "Technical issues and exchange of | European 27 November | Ispra/Italy
12 “EU cooperation | best practice in the implementation | Commission’s
| indual-use of export controls of EU List of Dual- | Joint Research
export controls” | Use Goods" Centre (JRC)
Reduction of Draft National Strategy and Action OSCE and UNDP | 18-19 Maestral,
13. | smallarms and | Plan for the Control and Reduction December Budva
ammunition of Small Arms and Light Weapons
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3.

FURTHER ACTIVITIES IN THE FIELD OF
EXPORT-IMPORT CONTROLS OF CONTROLLED GOODS

In order to improve the export-import control system, which is one of the priorities of the Minis-
try of Economy, the assistance of international community continues to be necessary together with
strengthening of inter-agency cooperation in the field of law enforcement, as well as the outreach to
the industry in this field.

Consequently, in order to further improve the export-import control system, it is necessary to:

e Continue with the process of development and full implementation of the legal regulations and
of the present system of arms, military equipment and dual-use export control system;

e Strengthen regional cooperation in the field of export control;

e FEstablish new National Control Lists, or else harmonize them with the lists adopted by the EU;

e Fulfil all the commitments derived from the membership of Montenegro in the UN, together
with numerous resolutions, recommendations and other documents in the field of combating
proliferation of weapons of mass destruction and terrorism;

e Hold workshops and training courses for local industry and the governmental sector on export
control of controlled goods;

e |mprove the technical base and education of Customs Authorities in order to train them to
combat the trafficking of controlled goods;

e Adjust and use the TRACKER software:?'

e Continue participating in the EU Long-term Project??.

21 TRACKER software is a programme that, along with simiple data processing, has replaced non-automated methods of proce-
ssing data on transfer control and allows for keeping track of thousands of cases. Thus Tracker functions as a central database
of license applications to record data on the submitting, processing, monitoring, assessing and decision-making of applications.
Tracker has evolved into a powerful, international set of tools and includes automatization of work, internationalization,
users, groups, licenses and relation-building. By using this set of tools and technologies, the authorities may communicate
directly with their peers (e.g. ministries, agencies and departments) and organize and analyze information in a way that was
not previously possible.

22 The long-term Project is a follow-up of the EU Project implemented through institutions BAFA, from Germany, and SIPRI,
from Sweden; it is funded by the EU.

| 7
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From the moment the Law on Foreign Trade of Weapons, Military Equipment and Dual-Use Goods
was enforced, until the moment when this report by the Ministry of Economy was finalized, thirty four
(34) company enrolled in the Register of Entities who May Perform Foreign Trade in Controlled Goods.

IELIERNAER Decisions on registration, broken down by the type of transfers of controlled goods

Total number of registered

Type of transfers of controlled goods companies
Dual-use goods %
Weapons, military equipment and dual-use goods 8
Weapons, military equipment, dual-use goods and brokering 12
Non-military munitions 5
Weapons, military equipment, dual-use goods, brokering and non-military 4
munitions

TOTAL 34

23 The Law on Dual-use Export Control of 1st June 2012 supersedes the requirement for registration of companies dealing
with exports of dual-use goods.
| 19
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The structure of the number of approved transfers in 2012 has been shown in Table No. 2.

IEICRNCWA The structure of the number of approved transfers in 2012

Type of internatio- | Arms and ammuni- Dual-use goods List of non-military

nal transfer tion (AME] (DUG) munitions
Export 40 - 4 Lt
Import 41 3 28 72
Brokering activities 14 1 6 21
TOTAL 95 4 38 137

As a way of presenting the inventory of exports and imports of weapons, military equipment, dual-use
goods and non-military munitions, as well as brokering activities, the Annexes contain tables with all
the relevant data. The Report provides an overview of issued export and import licenses of weapons,
military equipment and non-military munitions broken down by issued licenses, destinations, and the
categories from the National Control Lists.

The following Annexes 1 to 8 provide a detailed overview:

Annex 1/12 Data on issued export licences for weapons and military equipment,
Annex 2/12 Data on issued import licences for weapons and military equipment,
Annex 3/12 Data on issued export licences for dual-use goods,

Annex 4/12 Data on issued import licences for dual-use goods,

Annex 5/12 Data on issued brokering licenses,

Annex 6/12 Data on issued export licences for non-military munitions,

Annex 7/12 Data on issued import licences for non-military munitions,

Annex 8/12 Information on denied applications.
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ANNEX 1/12:

DATA ON ISSUED EXPORT LICENCES FOR ARMS AND MILITARY EQUIPMENT (AME)

CIETINRE Fxports of arms and military equipment (2009/2010/2011/2012] (in million €]

12
9.93
10
8 7.72
6 4.92
3.96

4
| I
0

2009 2010 20M 2012

In 2012, the Ministry of Economy issued a total of forty (40) export licences for twenty (20) destinations,
in the total value of €4.91million. The entire value of export licences issued in 2012 was higher by €0.96
million (or 24.2%) than the value of exports approved in 2011. At the same time, the exports in 2012 were
smaller than in the years 2010 and 2009 by€5.01 million and € 2.8 million respectively (see Graph No. 1).

According to the number of issued licenses, the following destinations were the most important:
Ukraine (12), Bulgaria (3), Serbia (3), Egypt (2], and Croatia (2). Twenty two (22] licenses were issued
for these five (5] destinations, making up 55% of the total of licenses issued for exports of AME.

In the process of export of AME, five (5) countries acted as brokers [buyers] through which goods were
delivered to the end-user.

In terms of value, the most important export destinations were: Ukraine (€ 3.11 million], BiH (€ 0.56 mil-
lion), Libyan Arab Jamahiriya (€ 0.36 million), Serbia (€ 0.35 million), and Bulgaria (€ 0.24 million) (see
Graph No. 2).

CIE=TIAMNOWAS = xports of arms and military equipment, broken down by destinations (in million €)
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The total value of AME export transfers, as per the licenses issued for 5 most important destinations,
was €4.62 million, which makes up 93.9% of the value of AME export licenses issued in 2012.

Detailed information about the approved quantities of AME for export and their respective values is
provided in Annex 1a/12 of the Report.

Note: For the purposes of this Report, the values of approved exports are given in the national currency -
Euro. Exchange of other currencies was done according to the medium exchange rate for 2012. [Source:

www.cb-mn.org).

It is worth mentioning that three (3] licenses were issued for provision of services of overhaul and
modernization of aircrafts.

CIEYLBNIIER Distribution of exports of arms and military equipment in 2012 (in million €)
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The Graph No. 3 shows the distribution of approved export licenses in 2012. It demonstrates that the
goods that were most exported are those belonging to the category NL10, followed by the categories
NL2, NLT and NL3. In other words, the structure of the exported goods included products listed under 4
control numbers of the National Control List of Arms and Military Equipment, in the value of €4.9 milli-
on, or else 99.6% of the total approved exports in 2012.

Note: The definition of the AME categories classified in groups has been given in Appendix 1 of this report.

ANNEX 2/12:

DATA ON ISSUED |IMPORT LICENCES FOR ARMS AND MILITARY EQUIPMENT (AME)

In 2012, the Ministry of Economy issued a total of forty one (41) import licence from 16 destinations in
the total value of €4.53 million. The entire value of the issued import licences in 2012 was €0.81 million
(or 15.2%) lower than the value of licences issued in 2011. In comparison to imports in 2009 and 2010, this
value is lower by €10.26 million and €3.14 million respectively. This means that, as in the case of ex-
ports, the value of import licenses decreased in comparison to the previous three years (see Graph No. 4

According to the number of issued licenses, the following destinations were the most important:
Serbia (10), BiH (6), Albania (3], China (3), Taiwan (3), Croatia (2), USA (2), Italy (2) and Germany (2).

Thirty three (33) licenses were issued for these nine (9] destinations, which makes up 80.5% of the
total of licenses issued for import of AME.
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IV LBNIOWAR | mports of arms and ammunition (2009/2010/2011/2012) (in million €)
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In terms of value, the goods were mostly imported from the following destinations: Taiwan (€ 1.14
million), Korea (€ 1.01million], BiH (€ 0.56million), Serbia (€ 0.53 million), China (€ 0.42 million), USA
(€ 0.3Tmillion), and Albania (€ 0.16 million) [see Graph No. 5).

CIETINNMEH | ports of arms and military equipment from the most significant destinations (in million €)
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The total value of AME import transfers as per licenses issued for the first 7 destinations was €4.13
million, which makes up 91.2% of the total value of AME import licenses issued in 2012.

Detailed information about the approved quantities and the respective values is provided in Annex
2a/12 of the Report.

Graph No. 6 shows the distribution of approved import licenses in 2012. The most imported goods fall
under the category NL1 - in the total value €3.04 million or 67.25% of total imports, followed by goods
under NL10 - €0.46 million or 10.2%; NL3 - €0.38 million or 8.4%; NL11 and NL8 €0.3million each,
or 13.3%. The imports from these five categories thus cover 99% of total imports.
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CIEYLBNIRE Distribution of imports of arms and military equipment in 2012 (in million €)
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ANNEX 3/12:

DATA ON ISSUED EXPORT LICENSES FOR DUAL-USE GOODS (DUG)

In 2012 there were no applications for export of dual-use goods. The total value of exports in 2011 was
€0.25 million, which is by €0.64 million less than during 2010, but it is by €0.24 million more than
during 2009.

Note: The definitions of specific DUG categories have been provided in the Appendix 2 of this report.

CIETINNWAS Exports of dual-use goods (2009/2010/2011/2012) (in million €]
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ANNEX 4/12:

DATA ON ISSUED LICENSES FOR IMPORT OF DUAL-USE GOODS (DUG)

Three (3] licences for import of dual-use goods, in the amount of €0.32million were issued in 2012
(four licenses less than in 2011). Compared to the previous year, the value of approved imports is
lower by €0.02million (6%).

In terms of value, the most significant portion of the goods approved for import come from Albania
(€0.29 million or 90.6% of the total approved imports of DUG).

The majority of the approved goods are designated for re-export into the neighbouring countries.

A detailed description of imports of dual-use goods has been given in Annex 3a/12 of the Report.

CIETAlN[oKA Approved imports of dual-use goods (2009/2010/2011/2012) (in million €)

18 1,71
16
14
12

1
0.8

0,62

0.6
o 03 0,32

0'2 . .
0

2009 2010 2011 2012

ANNEX 5/12:

DATA ON ISSUED LICENSES FOR BROKERING ACTIVITIES

With the entry into force of the Law on Foreign Trade in Controlled Goods, the control of brokering
activities was introduced?*.

In 2012 the Ministry of Economy issued a total of twenty one (21) license for brokering activities (nine
licenses more than in 2011), in the total value of €5.29 million. The value of the issued brokering li-
censes was by €2.07 million (39.1%) higher than those issued in 2011, €3.22 million higher than the
value of brokering activities in 2010 and €2.25 million higher than in 2009.

Graph No. 10 shows the distribution of brokering licenses issued in 2012. Most brokering activities
were approved for AME (€4.23 million or almost 80%); followed by DUG (€0.67 million or 12.7%) and
non-military munitions (€0.39 million or 7.3% of the total value).

Graph No.11 shows brokering activities taking place in 2012, where we can see the sender and the
end-user, as well as the value of the approved transfer [see Graph No. 11).

24 “Brokering activity” is negotiation or contraction of transactions related to buying, selling or supplying controlled goods
from one foreign country to another foreign country or providing information to a person who is buying, selling or supplying
those goods from one country to another, excluding the activities such as transport, financial services, insurance, re-insu-
rance, advertising and promotion. | 25
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CIETLBNA Approved brokering activities in 2009/2010/2011/2012 (in million €]
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CIE=YMNRER Approved brokering activities in 2012 (in million €]
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The Law on Dual-Use Controls includes the requirement to license the goods covered by the Catch-All
Clause®, while technical assistance is required by both Laws?. From the moment of enforcement of the
laws until the end of 2012 there have been no licenses for such goaods.

For more details see Annex 4a/12.

ANNEX 6/12:

DATA ON ISSUED EXPORT LICENCES FOR NON-MILITARY MUNITIONS

In accordance with Article 6 of the Law on Foreign Trade in Weapons, Military Equipment and
Dual-Use Goods ("Official Journal of Montenegro”, No. 80/08), the Government of Montenegro
has passed a Decree on Establishment of the List of Non-military Munitions ("Official Journal
of Montenegro”, No. 66/10)? and has established the List of Non-Military Munitions - (see Ap-
pendix 3).

The reasons for the passing of this List lie in the fact that non-military munitions, because of their
nature, can be harmful for human life and health, property and environment, in other words for
security of Montenegro. Thus, it is necessary to obtain a license for international transfers of such
goods, to technically harmonize the List with Article 10 of the UN Firearms Protocol?, as well as to

25 “Catch all” clause implies the need to obtain a dual-use export license for the goods not included under the National Con-
trol List of Dual-Use goods. The intention is that the export control should include all the goods that may entirely or partially
be used for military purposes.

26 “Technical assistance” is the assistance related to development, production, assembly, testing, repair or maintenance of
controlled goods, as well as any other technical service that may be provided in the form of an instruction, training, transfer
of know-how and skills or consulting, including any form of verbal assistance.

27 By passing this decree, Montenegro has made yet another step towards raising the level of the overall security of trade in
non-military munitions, explosives, detonators and equipment for production of firearms. In this way efficiency of combating
illegal trade of firearms, their components and ammunition will be increased, in line with the Convention UN on Trans-Na-
tional Organized Crime.

28 Article 10 of the UN Firearms Protocol [UNFP] implies that Each State Party shall establish an effective system of export and
import licensing or authorization, as well as of measures on international transit, for the transfer of firearms, their parts and
components and ammunition, thus ensuring a detailed monitoring of their transport and a better law-enforcement process.
Article 10 of the Protocol also envisages that States Parties may adopt simplified procedures for the temporary import and
export and the transit of firearms, their parts and components and ammunition for verifiable lawful purposes such as hun-
ting, sport shooting, evaluation, exhibitions or repairs.
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establish a system for licensing export, import and transit of firearms, their parts and components
and related ammunition - SEC (2010)663 and SEC (2010)662.

In 2012, the Ministry of Economy issued four (4) licenses for export of non-military munitions [ten less
than in 2011), in the overall value of €0.27 million, which is by €1.78 million or 86.8% less than in 2011.

Licenses were issued for two destinations: three licenses to BiH and one to the Republic of Serbia.
In terms of value, BiH licenses amounted to €0.14 million, while the licenses for export to Serbia
amounted to €0.13 million (see Graph No.12).

Distribution of exports of non-military munitions in 2012 has been shown in detail in Annex 5a/12.

CIEYBNRIA Fxports of non-military munitions broken down by destinations (in million €)
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ANNEX 7/12:

DATA ON ISSUED IMPORT LICENCES FOR NON-MILITARY MUNITIONS

In 2012 the Ministry of Economy issued twenty eight (28) licenses for exports of non-military muni-
tions in the total value of €4.47 million

According to the number of issued licenses, the following destinations were the most important: Italy (5),
Germany (5); Serbia (4), BIH (4), India (2), Slovenia (1). Twenty one (21) licenses were issued for import from
these 6 destinations, or else 98.2% of the total number of issued licenses for import of non-military munitions.

In terms of value, goods were mostly imported from the following destinations: Italy (€2.24 million),
Slovenia (€0.88 million), Serbia (€0.52 million), and India (€0.21 million) (see Graph No.13).

Distribution of imports of non-military munitions in 2012 has been shown in detail in Annex 6a/12.

CIEYLBNRER | mports of non-military munitions broken down by destinations (in million €)
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ANNEX 8/12

INFORMATION ON DENIED APPLICATIONS FOR EXPORT/IMPORT OF CONTROLLED GOODS

In the course of 2012 a total of 175 licenses were issued, or else thirty eight (38] licenses less than in
the comparative period 2011.

In the above-mentioned period companies cancelled three (3) applications for export of AME into
Croatia, Switzerland and Bulgaria in the total value of €0.18 million, making up 3.7% of the approved
exports of AME, and one (1) application for import of AME from the Republic of Serbia in the value of
€0.12 million or 2.6% of the total approved imports of AME.

The Ministry of Economy denied one (1) application for exports of AME due to incomplete documenta-
tion. Also, in the above-mentioned period the Ministry of Economy denied two (2) AME export licens-
ing applications due to lack of approval by the responsible ministries.
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APPENDIX 1

EXCERPT FROM THE NATIONAL CONTROL LIST OF ARMS AND MILITARY EQUIPMENT#

NL1 Smooth-bore weapons with a calibre of less than 20 mm, other arms and automatic
weapons with a calibre of 12.7 mm (calibre 0.50 inches) or less and accessories, as fol-
lows, and specially designed components therefor;

NL2 Smooth-bore weapons with a calibre of 20 mm or more, other weapons or armament with
a calibre greater than 12.7 mm (calibre 0.50 inches), projectors and accessories, as fol-
lows, and specially designed components therefor;

NL3 Ammunition and fuse setting devices, as follows, and specially designed components
therefor;

NL4 Bombs, torpedoes, rockets, missiles, other explosive devices and charges and related
equipment and accessories, as follows, and specially designed components therefor;

NL5 Fire control, and related alerting and warning equipment, and related systems, test and

alignment and countermeasure equipment, as follows, specially designed for military
use, and specially designed components and accessories therefor;

NLé6 Ground vehicles and components;

NL7 Chemical or biological toxic agents, “riot control agents”, radioactive materials, related
equipment, components and materials;

NL8 “Energetic materials” and related substances;

NL9 Vessels of war (surface or underwater), special naval equipment, accessories, compo-
nents and other surface vessels;

NL10 “Aircraft”, “lighter-than-air vehicles”, Unmanned Aerial Vehicles, aero-engines and “air-

craft” equipment, related equipment, and components, as follows, specially designed or
modified for military use;

NL11 Electronic equipment, not specified elsewhere on the Military List, as follows, and spe-
cially designed components therefor;

NL12 High velocity kinetic energy weapon systems and related equipment, as follows, and spe-
cially designed components therefor;

NL13 Armoured or protective equipment, constructions and components;

NL14 ‘Specialised equipment for military training’ or for simulating military scenarios, simula-
tors specially designed for training in the use of any firearm or weapon specified by NL1
or NL2, and specially designed components and accessories therefor;

NL15 Imaging or countermeasure equipment, as follows, specially designed for military use,
and specially designed components and accessories therefor;

NL16 Forgings, castings and other unfinished products, specially designed for items specified
by NL1 to NL4, NL6, NL9, NL10, NL12 or NL19;

NL17 Miscellaneous equipment, materials and ‘libraries’, as follows, and specially designed
components therefor;

NL18 Production equipment and components;

NL19 Directed Energy Weapon (DEW] systems, related or countermeasure equipment and test
models, as follows, and specially designed components therefor;

NL20 Cryogenic and “superconductive” equipment, as follows, and specially designed compo-
nents and accessories therefor;

NL21 “Software”;

NL22  “Technology”;

29 Decision on the National Control List of Arms and Military Equipment ("Official Journal of MNE", No. 52/12 of 12 October
2012) harmonized with the Common Military List of the European Union (CFSP]( 2012/C85/01). | 33
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APPENDIX 2

EXCERPT FROM THE NATIONAL CONTROL LIST OF DUAL-USE GOODS?®
Structure of the Dual-Use List

The List of Dual-use Goods and Technologies includes 10 technical categories that are sub-divided
into five groups.

Each item from the List has the following marking: the number of technical category (0-9), group (A-
E) and the number of the international control regime relevant for the item in question.

Technical categories:

0 - Nuclear materials, facilities and equipment

1 - Special materials and related equipment

2 - Materials processing

3 - Electronics

4 - Computers

5 - Telecommunications and ‘information security’
6 - Sensors and lasers

7 - Navigation and avionics

8 - Marine

9 - Aerospace and propulsion.

Groups:

A - Equipment, systems and components
B - Production and test equipment

C - Materials

D - Software

E - Technology

Multilateral and unilateral control regimes:

000-099 - Wassenaar Arrangement

100-199 - Missile technology control regime
200-299 - Nuclear suppliers group

300-399 - Australia group

400-499 - Chemical Weapons Convention
500-599 - Reserved

600-699 - Reserved

700-799 - Reserved

800-899 - Reserved

900-999 - Unilateral control regimes

30 Decision on the National Control List of Dual-Use Goods (Official Journal of MNE", No. 44/11 of 29.08.2011), harmonized with
the EU List of Dual-Use Goods and Technologies [Council Regulation [EC] No. 428/2009 of 05 May 2009).
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APPENDIX 3

EXCERPT FROM THE LIST OF NON-MILITARY MUNITIONS®
LNM 1 Weapons and ammunition, their components and accessories, as follows:

1.1. Firearms include all types of rifles, pistols, and revolvers, and all types of devices which
discharge a bullet (round, ball, pellet), or other projectile from a barrel by means of gun-
powder gases propulsion;

Weapons that discharge projectiles under the pressure of compressed air or other gas;
Other weapons and devices;

Ammunition and parts of ammunition for products listed under LNM items 1; 1.2 and 1.3;
Components, accessories and special equipment [e.g. silencers, optical sights for sporting
and hunting weapons, laser distance meter and the like) for products listed under LNM 1.1
and 1.2.;

Weapons imitations and replicas (e.g. “air soft” and so on);

Stringed weapons such as bows, crossbows, slings and other devices that, by force of the
arched string thrust the arrow or other projectile; and

1.8. Police equipment, e.g. truncheons, cuffs, shields, protection vests, police helmets etc.

— o —
arwLDd

— —
No

LNM 2 “Energetic materials”, and related substances, as follows:

2.1. “Explosives” and their compounds;

2.2. Propellants (gunpowder];

2.4, Prepared explosives, except for gunpowder;

2.5. Safety fuzes and detonating fuzes;

2.6. Percussion and explosive caps; fuzes; electric and non-electric detonators;

2.7. Pyrotechnic fireworks products, signalling flares, fog signals and other pyrotechnic prod-
ucts: and

2.8. Anti-hail rockets.

31 Decree on Establishment of the List of Non-military Munitions (“Official Journal of Montenegro”, No. 66/10 of 19.11.2010). |
35
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