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WHITRBOOK

FOREWORD

Dear Reader,

Welcome to the 2024 edition of the White Book - our key,
flagship project and the highlight of the year for all of us
at FIC. Our Council is the driving force of the Serbian econ-
omy, with 122 member companies, more than €44 billion in
investments, and over 115,000 direct employees.

We know that Serbia is a great place to invest and a regional
leader, drawing in around €4.52 billion in foreign direct
investment last year. However, recent events, especially in
Europe, have disrupted supply chains and impacted the
delicate investment ecosystem. While foreign investors
continue to invest, they do so with caution. That is why we
all need to work together to build a better environment
- one with effective governance, more competitive busi-
nesses, and a higher standard of living for everyone. The
FIC offers its knowledge and experience in navigating this
process, and the White Book is a perfect platform to get the
job done.

This year’s edition features 451 recommendations. We
highlighted that the most significant progress was made in
energy and digitalization.

We are the long-term and reliable partner to the govern-
ment and society at large, taking on multiple positive roles
in Serbia: bringing in new investments and creating jobs;
introducing modern technologies, facilitating innovation;
promoting ethical business conduct, and involving local

SMEs in our value chains and integrating them into global
markets. In 2024, we at FIC not only continued our activities
but expanded them. We have established excellent coop-
eration with the National Bank of Serbia and also raised
awareness of the importance of ESG, green and digital
transformation, transfer pricing, the need for business inte-
gration, and developing regulatory frameworks for gener-
ative Al. In 2024, the FIC and EBRD organised the second
conference on financial services with a focus on green and
digital transformation, and we hosted “FIC Insight into the
Telecommunications Sector”, a successful event where we
discussed the importance and impact of continuous invest-
ment in the mobile telecommunications sector on service
quality for users.

One thing that remains constant is our strong emphasis on
intensifying negotiations with the EU regarding member-
ship status. To attract more investments, we need further
economic integration with the EU market. More specifi-
cally, Western Balkan countries, including Serbia, should
continue working on structural reforms and aligning their
policies with the EU to boost competitiveness and secure a
place in supply chains. We must always keep in mind that
domestic companies also play a crucial role, and it is essen-
tial to push for both foreign and domestic investments to
sustain the ecosystem. More private domestic investments
are needed to close the gap.

| invite you to explore the White Book and enjoy the read.
You can never have too much learning and dialogue.

Mike Michel
FIC President



FOREWORD EU

Dear reader,

It is with great pride that | was given the opportunity
to write this foreword for the 2024 edition of the White
Book, a cornerstone of dialogue and collaboration
between Serbia and its vibrant community of foreign
investors. This annual publication has, over the years,
offered invaluable insights into the progress, potential
and challenges of Serbia’s business environment, pro-
viding a roadmap for improving the country’s invest-
ment climate. Wonderfully researched, and underpinned
by concrete experiences of leading investors in Serbia,
this year’s publication, addresses in a constructive man-
ner a variety of regulatory issues which can hinder day-
to-day company operations.

In this critical year, Serbia finds itself at a key juncture on
its European path, with the potential to unlock unprec-
edented opportunities through deeper integration with
the European Union (EU). The enlargement process has
returned to the top of the EU’s political agenda with a dedi-
cated Commissioner for Enlargement in the next European
Commission, instilling new life and momentum into Ser-
bia’s journey towards EU membership. This renewed focus
offers a unique chance for Serbia to accelerate its reforms
and deepen its engagement with the EU. An opportunity
that cannot be missed.

With this in mind, | wish to underscore two key elements
that will shape Serbia’s future: its integration into the EU
and the transformative impact of the EU Growth Plan for
the Western Balkans.

Throughout history, Serbia has often been a frontier
between worlds. Between Austro-Hungarian and Otto-
man Empires. Between East and West. Between North and
South. Serbia’s future, today more than ever, lies firmly
within a common European family. It lies between the
countries that share a common history and aim at forging
together a common European destiny.

The enlargement process has regained prominence on the
EU’s political agenda. This renewed momentum is a golden
opportunity for Serbia to accelerate its reforms and deepen
its engagement with the EU.
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It is my firm belief that Serbia’s EU accession path is more
than a geopolitical project - it is a vision for shared prosper-
ity and stability. As we look to the future, the EU remains
steadfast in its commitment to supporting Serbia to reach
its final destination. Serbia’s progress toward EU member-
ship represents not just a convergence of standards but a
deeper alignment of values and ideas. The EU has always
seen Serbia as part of the European family, and its contin-
ued progress on the path to EU membership will open new
doors for trade, investment, and economic growth.

The accession process also ensures that Serbia’s businesses
will be able to compete and succeed within the largest sin-
gle market in the world - a market that encompasses over
450 million consumers - for the benefit of all Serbian citi-
zens. Businesses will be able to thrive in a more open, com-
petitive, and innovative environment and consumers will
benefit from wider choice and lower prices of goods and
services they purchase. The EU is not just Serbia’s largest
investor and trading partner; it is the key partner in shaping
the future of the Serbian economy.

One year ago, the EU launched the EUR 6 billion Growth
Plan for the Western Balkans, a strategic initiative designed
to boost economic growth and foster closer market inte-
gration within the region and of the region with the EU Sin-
gle Market. Our shared efforts are already showing results.

Today, the Growth Plan is no longer a draft. It is a reality, a
reality that Serbia will soon start implementing. On October
3, 2024, the Serbian government adopted its Reform Agenda,
outlining strategic reforms across key sectors. These include
improving the business environment, boosting private sec-
tor development, enhancing digitalization, supporting
green energy transitions, but also advancing in fundamental
reforms including the rule of law and the fight against corrup-
tion - without which further economic progress could be at
risk. The Growth Plan, with its considerable financial support,
offers a unique opportunity to further align Serbia’s economy
with EU standards, strengthening its competitiveness glob-
ally and expediting Serbia’s accession process. The principle
behind the Growth Plan is simple: every reform will unlock
new funding. The very same principle as the EU applied to its
own Member States with the Recovery and Resilience Facility
for post-COVID 19 economic recovery.
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By focusing on critical reform areas and advancing firmly
in their implementation over the next three years, Serbia
has the potential to position itself as a regional leader in
growth, innovation, and economic resilience.

The opportunities offered by the Growth Plan repre-
sent more than financial support - it is a true partnership.
Through the Growth Plan, Serbia can take bolder and faster
steps to strengthen its business environment and attract
greater levels of foreign investment. The reforms Serbia
committed to in its Reform Agenda, particularly in areas
such as the rule of law, transparency, and governance, are
essential to unlocking the full potential of these invest-
ments and ensuring that businesses operating here can
thrive in a more stable, predictable and fair environment.

With the Growth Plan, we aim to show Serbia and our West-
ern Balkan partners the direct economic benefits of EU
membership - benefits they can start experiencing even
before officially joining. One key example is integration
into the Single Euro Payments Area (SEPA), which is pro-
jected to save over half a billion euros annually in remit-
tance fees alone. For businesses, the impact is even more
striking. The cost of business to business transfers from
Germany to Serbia will drop from EUR 35 to just EUR 2.50
- a 14-fold reduction in fees! Another tangible benefit is
the creation of “Green Lanes” at border crossings with the
EU. These lanes will significantly cut down waiting times,
reducing both export and import costs for businesses. The
recently signed MoU between Hungary and Serbia is a con-
crete step in expanding the Green Lanes. Digital transfor-
mation is also a priority, with initiatives like Wi-Fi for the
Western Balkans (Wi-Fi4WB) and the extension of the EU
Digital Wallet, aimed at boosting connectivity and compet-
itiveness across the region. The interoperability of the dig-
ital wallet will make it easier for businesses to operate with
EU companies, enhancing trust and lowering trade barriers.

These are benefits people will feel right away - clear evi-
dence of how integration into the EU can improve daily life,
even before full membership is achieved.

The Growth Plan does not come in a vacuum, to the contrary.
It builds upon the EUR 30 billion Economic and Investment
Plan for the Western Balkans mobilising close to one third of
the entire region’s GDP. This means that we are raising the
financial support to a level that is going to be close to what
EU Member States benefitting from EU’s own Cohesion pol-
icy receive. This is a huge step forward. Why is this impor-
tant? Because like this we are creating more opportunities
for Serbian citizens and businesses, investing in Serbia’s
economic development and prosperity and supporting the
reforms needed on Serbia’s EU path to full membership.

As the White Book so clearly demonstrates, the journey
toward a better business environment is not one taken in
isolation. It requires collaboration, dialogue, and a shared
vision for the future. Serbia has shown great ambition in
embracing this journey, and the EU stands ready to support
every step of the way.

I would like to thank once more the Foreign Investors Coun-
cil (FIC) for being such a crucial partner in Serbia’s economic
transformation, providing the insights, expertise, and sup-
port needed to foster a stronger, more resilient economy. |
am confident that with the FIC and all the friends of Serbia,
we will continue to build a future of growth, opportunity,
and prosperity.

| invite all stakeholders - investors, entrepreneurs, and pol-
icymakers - to seize the opportunities presented and to
work together in shaping a future where Serbia’s full poten-
tial as a member of the European family is realized.

Sincerely,

Emanuele Giaufret
Ambassador of the European Union
to the Republic of Serbia
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TABLE 1: RANKING BY PROGRESS IN IMPLEMENTING RECOMMENDATIONS IN 2024
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Rating in 2024 Se bem 5% 88 <38 5 392 <
< £ < £ U £ » o U & Z a <o E o
Sectors
1 | Energy Sector 2.63 2.30 0.33 5 3 0 4.5 1
2 Digitalization 2.29 1.83 0.45 3 3 1 27 8
3 | Protection of users of financial services 2.00 2.1 -0.M 3 4 3 35
4 | Public Procurement 2.00 1.33 0.67 0 3 0 5.0 20
5 | Capital market trends 2.00 1.60 0.40 1 3 1 5.8 14
6  Protection of Competition 2.00 1.38 0.63 3 3 3 73 17
7 Pharmaceutical Industry 1.70 1.64 0.06 3 8 9 56 13
8 ' Central registry of real owners 1.67 1.33 033 1 0 2 3.0 19
9  Telecommunications 1.67 1.79 -0.12 3 2 7 3.2 10
10 | Labour: Employment of Foreign Nationals 1.67 2.00 -0.33 1 0 2 6.7
11 | Consumer protection 1.67 2.00 -0.33 0 2 1 76
12 | Taxes: Fiscalization and Electronic Invoicing | 1.63 2.00 -0.38 2 1 5 1.5
13 | Trade 1.60 1.67 -0.07 0 3 2 1.0 12
14 | Environmental Regulations 1.55 1.25 0.30 1 4 6 21 25
15 | State Aid 1.50 1.71 -0.21 0 1 1 3.0 n
16 = Prevention of money laundering 1.40 1.50 -0.10 0 2 3 76 15
17 | Law on payment Services 1.33 140 -0.07 0 2 4 22 16
18 ng‘llafgr)arfeff"s"”“i°“ land and 133 133 000 0 2 4 23 21
19 | Foreign exchange operations 1.33 1.33 0.00 1 1 7 59 18
20 = Real estate: Restitution 1.33 1.33 0.00 0 1 2 70 23
Labour: Law on Vocational Rehabilita-
21 | tion and Employment of Persons with 1.33 1.00 0.33 0 1 2 12.7 56
Disabilities
22 | lllicit Trade and Inspection Control 1.29 2.00 -0.71 0 2 34 4
23 | Law on Bankruptcy 1.25 1.00 0.25 1 0 7 56 37
24 | Real Estate: Cadastral procedures 1.23 1.82 -0.59 0 3 10 2.7 9
25 | Private Security Industry 1.22 1.20 0.02 0 2 7 4.7 31
26 = Customs 1.20 2.00 -0.80 0 1 5.2 5
27 :::cilés:?(/sof Crude Oil, Gas and Petroleum 114 1.00 014 0 1 6 26 38
28 | Labour - Dual Education 114 114 0.00 0 1 4.1 32
29 | Taxes: Personal Income Tax m 1.20 -0.09 0 1 6.0 28
30 = Public-Private Partnerships 1.08 1.08 0.00 0 1 n 57 34
31 Taxes: Value Added Tax 1.08 1.00 0.08 0 1 N 76 47
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Sectors
32 Lawon Personal Data Protection 1.07 1.00 0.07 0 1 13 3.6 45
33 | Mining and Geological Research 1.00 NA NA 0 0 10 1.0 NA
34 | Insurance 1.00 1.25 -0.25 0 0 27 1.8 26
35 | Tourism & Hospitality 1.00 1.00 0.00 0 0 2.0 58
36  Labour: Health and Safety at Work 1.00 1.33 -0.33 0 0 23 24
37 | Intellectual Property 1.00 114 -0.14 0 0 39 33
38 | Labour: Staff Leasing 1.00 1.00 0.00 0 0 40 44
39 | Labour: Labour Law 1.00 1.20 -0.20 0 0 n 45 30
40 E?Egogc‘jﬁ@r’gg:'ct;‘;e: Quality and Labelling ', 05 459 g0 0 0 4 53 35
a1 tF:c‘,:“,'w&; t’l?;ﬁ‘f:i‘;:cggzg andFoodCon- 4450 400 000 0 0 4 60 48
42 | Company Law 1.00 1.00 0.00 0 0 6.1 40
43 | Food & Agriculture: Food Safety Law 1.00 1.00 0.00 0 0 6.3 4
44 | Tax: Tax Procedure 1.00 1.00 0.00 0 0 12 6.3 42
45 | Arbitration Proceedings 1.00 1.00 0.00 0 0 4 6.5 36
46 = Taxes: Property Tax 1.00 1.20 -0.20 0 0 5 6.8 29
47 | Judicial Proceedings 1.00 1.00 0.00 0 0 7 70 46
48 | Leasing 1.00 1.20 -0.20 0 0 7 7.3 27
49 | Labour: Secondment of Employees Abroad =~ 1.00 1.00 0.00 0 0 3 7.3 50
50 Eﬁ:'ni?;ﬁ;’;g:grtgages and real estate 100 100 000 0 0 4 75 55
51 | Labour: Human Capital 1.00 1.33 -0.33 0 0 6 7.7 22
52 Taxes: Corporate Income Tax 1.00 1.00 0.00 0 0 9 8.2 57
53 | Law on Whistleblowers 1.00 1.00 0.00 0 0 3 8.3 52
54 S?Eit;iltlzegister of Temporary Restriction 1.00 1.00 0.00 0 0 3 85 54
55 | Tax:Parafiscal Charges 1.00 1.00 0.00 0 0 6 8.7 43
AVERAGE/TOTAL 1.30 1.36 -0.06 28 63 314 5.2
Areas

Real Estate 1.23 1.48 -0.25 0 6 20 49

Food and agriculture 1.00 1.00 0.00 0 0 15 59

Taxes 1.10 1.29 -0.19 2 3 56 64

Labour 1.09 1.27 -0.18 1 2 39 70
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Starting with the previous edition of the White Book, we
have included in our annual report a ranking of economic
sectors according to the progress made in implementing
the FIC recommendations for improving the business cli-
mate and regulations in Serbia. Foundations for the ranking
methodology were laid down in the White Book for 2011,
which provided first tables with scorecards assessing the
progress achieved in the previous year. Based on that, we
proceed this year with compiling quantitative scores that
measure progress and compare the level of accomplish-
ments across sectors and years. The scores are calculated
on a Likert-type scale with three levels: significant progress
(3 points), certain progress (2 points) and no progress (1
point). Certain progress is the exact midpoint between the
two extreme values of significant progress and no progress.

Each methodology of ranking qualitative assessments has
advantages and disadvantages. The advantage is that qual-
itative data can be reduced to a small number of numerical
indicators or scores that can be compared in an obvious
way. Thus, one can immediately see whether progress has
been made in a given year compared to the previous one
and which sectors should be credited the most.

Ranking problems, on the other hand, are multiple. As FIC
members are treated equally, each sector has the same
weight in compiling the outcome. It is true that the FIC sin-
gled out several sectors as “Pillars of Development” but
does not set them apart from other sectors in the ranking
process. Furthermore, sectors are not identical, so there
must necessarily be a different number of particular rec-
ommendations. Moreover, the composition of these rec-
ommendations may change from year to year according to
the dynamics of changing regulations and economic poli-
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cies of the Government of Serbia. In this regard, there is no
fixed number of recommendations, nor a predefined ques-
tionnaire with possible recommendations, evaluated by FIC
members and published by the White Book.

Of course, the mean value of scores suppresses some of
the information that matters and, above all, the variabil-
ity of progress in the recommendations. In this edition of
the White Book, we will approximate this variability by the
number of recommendations without progress, which can
easily be compared with the total number of recommenda-
tions. We will use this as an ancillary criterion for assessing
sector progress. It did matter when the proposals were first
suggested and how much time elapsed before they were
adopted. The longer the waiting period, the less valuable
their progress will be, as it produces a positive effect later.
We still do not use this criterion in the ranking procedure,
but we list it in the table as additional information.

Each chapter of the White Book, beside the label, has the
score of that chapter. Additional to individual sectors, there
are 4 cross-cutting areas: Real Estate and Construction,
Food and Agriculture, Labour Regulations and Taxes. Table
1 clearly shows which sectors comprise each area. The six
cross-cutting areas are listed in the bottom section of Table
1in a separate bracket.

In this 2024 report, we presented 61 topics with 451 recom-
mendations. In the previous year, our coverage included 58
topics with 397 recommendations. The average score for
fulfilling the recommendations published in 2023 is 1.30,
and the previous year it was 1.36. While the number of rec-
ommendations has grown, the average rating has seen a
slight decrease. Additionally, the average waiting time has
also extended by 0.7 years (last year it was 4.50 years, and
this year it reached 5,2 years).
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The Foreign Investors Council (FIC) has been a reliable part-
ner to the business community and the broader public,
including government authorities, for more than 20 years
in creating a favorable business and investment environ-
ment in Serbia. The FIC's story began in July 2002 when
14 companies joined forces, with the support of the OECD,
aiming to improve the business climate, ethics, and com-
petitiveness of the Serbian economy.

For a full 22 years, the FIC has been dedicated to enhanc-
ing the business and investment environment that enables
the development of Serbia’s economic potential, achieving
tangible results in the process. We proudly emphasize that
our member companies, through their collaboration with
local enterprises as key suppliers, help Serbian businesses
integrate into global supply chains and connect with Euro-
pean and global economic flows. This partnership provides
Serbian companies, especially small and medium-sized
enterprises, with insights into the latest technological and
organizational solutions, enhancing their competitiveness.

In times of economic uncertainty, the role of our business
organization becomes even more significant. Our mem-
bers, as global companies, generously share their expe-
riences and suggestions for overcoming challenges. The
spirit of unity, the exchange of knowledge, and strength-
ening mutual trust are key factors that enable us to face
challenges and emerge either unscathed or even stronger.

Long-term planning is a significant aspect of the FIC's
work, as well as the business of our members. A clear com-
mitment to the Serbian economy is a crucial prerequisite
for achieving consistent and significant growth. One year
after its founding, our members had invested a total of 150
million euros and employed 3,160 people. Today, the FIC
has around 120 members who have collectively invested
over EUR 45 billion in Serbia, directly employing around
116,000 Serbian citizens. The “White Book” before you is
a clear indicator of the continuity of our work. Since 2003,
our members have diligently analyzed business conditions
in numerous sectors, relying on recommendations from
the previous year, assessing the level of implementation
of the FIC's recommendations, and simultaneously look-
ing forward to align the Serbian economy with emerging
trends. We pay special attention to our relationships with
key stakeholders in improving the business environment in
Serbia and proudly highlight that we are the only business
association with an institutional framework for coopera-
tion with the Government of Serbia through the Working

Group for the implementation of “White Book” recommen-
dations. The European Investment Bank and the European
Bank for Reconstruction and Development are permanent
institutional members of the FIC and our Board of Directors,
and we are committed to building relationships with other
partners.

The Foreign Investors Council is dedicated to finding the
best solutions for Serbia regarding the green and digi-
tal transition that is already underway globally. We firmly
believe that accelerating digital transformation and com-
mitting to environmental sustainability are prerequisites
for Serbia’s economy to reach its full potential.

We are proud of the results achieved through our digital
transition initiatives. FIC members were the initiators of the
digitization of promissory notes, the introduction of video
identification and cloud-based signatures, and numer-
ous other solutions that have already simplified business
operations and improved working conditions. In coopera-
tion with the National Bank of Serbia, we will continue our
years-long work on digitalization solutions. Our main goal
is to achieve “paperless work,” accelerate digital transfor-
mation across society, and transform various business sec-
tors. These processes have long been a focus of our efforts,
and the COVID-19 pandemic has only accelerated them. In
2024, the FIC organized the second Financial Services Con-
ference, where the main topics were digital solutions and
financing green initiatives. We view such events as impor-
tant opportunities for open discussions and charting future
directions.

Environmental protection, social responsibility, and con-
scientious corporate governance (ESG) as well as green and
digital transformation of business and society as a whole
are deeply rooted topics in our work. In the EU and other
economies from which our members originate, companies
already have clear obligations regarding these issues. Their
experience and expertise can be highly valuable in estab-
lishing these standards in Serbia and aligning with interna-
tional ESG standards, and green and digital transition, but
also finding practical solutions, business integration and
regulatory frameworks related to the use of generative Al.
We have also initiated discussions on regenerative agricul-
ture and its innovative approach that helps restore and pre-
serve natural resources and combat climate change while
increasing agricultural productivity and ensuring sustaina-



ble food production for future generations. For companies
within supply chains, this topic is important for adapting
to new regulations, recommendations, and best practices
in the EU.

Committees form the core of our work, involving experts
interested in the specific areas that each committee covers.
The committees are the heart of the Council’s operations, as
they facilitate the exchange of knowledge and viewpoints,
conduct policy and regulation analyses, and develop pro-
posals to improve regulations, thereby enhancing the busi-
ness and investment climate. This is also a dynamic system
that aligns with the circumstances, needs, and priorities of
our members. The Foreign Investors Council has nine work-
ing committees: the Committee on Combatting lllicit Trade
and Food, the Financial Services Committee, the Human
Resources Committee, the Infrastructure and Construc-
tion Committee, the Legal Committee, the Pharmaceutical
Industry Committee, the Tax Committee, the Telecommu-
nications and Digital Economy Committee, and the Tourism
and Hospitality Committee.

Since its founding in 2002, the Foreign Investors Council
has evolved, adapted to circumstances, and anticipated
upcoming changes. However, our core principles have
remained unchanged, withstanding the test of time and
maintaining the stability and continuity of our work. Our
fundamental principles are independence, expertise, best
practices, collaboration, and European integration.

The Foreign Investors Council represents the voice of the
business community, advocating for the general interests
of businesses. To fulfill this mission, independence and
self-sustainability are essential, forming the foundation
of our organization. A two-tier decision-making process
ensures equal participation among members. The initial
decisions are made within the working committees, with all
interested members participating equally, aiming for con-
sensus rather than simple majority voting. In the second
step, the Council’s Board of Directors reviews and decides
on the proposed decisions from the working committees.
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The FIC's greatest asset is the knowledge and exper-
tise that our members generously share to improve the
business climate in Serbia, ultimately leading to the eco-
nomic prosperity of society. The “White Book” before you
is the result of immense effort, professional knowledge,
practical experience, and dedication from our members.
Written by the members themselves, the “White Book”
is a unique project and our main platform for dialogue
on improving regulations and the business climate. It
has also become a significant information source for the
European Commission in preparing its annual Report on
Serbia’s progress toward EU membership. We have devel-
oped a unique, objective methodology for measuring
progress in implementing the “White Book” recommen-
dations, known as the “White Book Index,” which ranks
progress across all focus areas based on the fulfillment of
previous recommendations. The criteria also include the
time elapsed from the initial recommendation to its adop-
tion, highlighting the pace of improvements in the busi-
ness climate, which can significantly impact investment
decisions.

Our members do not only bring investments and new jobs
to Serbia but also high ethical standards, business ethics,
sustainability concepts, and the application of new tech-
nologies. The FIC has continued its dedicated work in 2024,
focusing on enhancing digitalization, environmental pro-
tection principles, social responsibility, and conscientious
corporate governance. We proudly state that our mem-
bers are good employers, committed to the well-being of
their employees and the local community through various
socially responsible projects. Regarding our commitment
to the green agenda and waste management, our mem-
bers are carbon-neutral, in line with the policies of their
parent companies, mostly based in the EU.

Dialogue with all stakeholders interested in Serbia’s econ-
omy is the backbone of our work to improve the business
environment. Since its founding, the FIC has been open to
joint initiatives and projects with the state, the EU, diplo-
matic circles, international financial institutions, develop-
ment agencies, the academic community, and other busi-
ness associations. We proudly emphasize our institutional
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framework for collaboration with the Government of Ser-
bia, known as the Working Group for Enhancing and Imple-
menting “White Book” Recommendations, aimed at facili-
tating the effective and successful implementation of these
recommendations.

The Foreign Investors Council believes that intensifying the
negotiations for Serbia’s EU membership and harmonizing
domestic regulations with European standards are key pri-
orities. Although Serbia, as a candidate for EU membership,
is not institutionally integrated into the EU, its economy is
closely connected with the EU’s economy. We believe there
is no doubt that Serbia should continue moving towards
the EU. We are aware that European integration is a long
and challenging process and that moments of crisis and
challenges may test the country’s resolve to stay on this
path. However, we strongly believe that this is the only path
that will bring greater prosperity to Serbia in economic and
social terms, opening new opportunities. The FIC can signif-

icantly contribute to Serbia’s European integration efforts
and actively advocates for harmonizing Serbian legislation
with EU regulations. Around 75% of our members are from
the EU, while most others operate in the European market.
The strong European context of our activities is also evi-
dentin our partnership with the European Commission, the
European Investment Bank (EIB), and the European Bank for
Reconstruction and Development (EBRD).

The backbone of all our activities is the FIC's Executive
Office. We are grateful to our small and efficient team that
supports our initiatives, projects, and public appearances,
and stands behind our events and successes. The Executive
Office is responsible for implementing the FIC's decisions,
enhancing collaboration among members, and commu-
nicating with the FIC's partners and collaborators. Thanks
to the team’s efficiency, knowledge, and dedication, the
office significantly contributes to our complex but proven
successful mechanism.
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CORPORATE SUSTAINABILITY:

MANIEESTO

ESG—referring to the risks, impacts, and opportunities
related to environmental, social, and governance factors—
has been increasingly embraced by companies and inves-
torsin recent years. This growing focus underscores the cor-
porate sector’s role in advancing sustainable development.

Significant regulatory initiatives at the local, European, and
global levels aim to reshape market dynamics by focus-
ing on reducing negative impacts on the environment
and people. Many of the current binding regulations stem
from long-established best practices and voluntary stand-
ards that have been widely followed for years. As a result,
companies that were early adopters can now leverage their
prior experience, but they must remain aware of the evolv-
ing landscape, which demands continuous advancement.

A wide range of public policies addressing sustainable
finance, the circular economy, supply chain responsibility,
and climate action—whether already in place or under
development—are imposing stricter requirements on
companies, especially those operating in the European
market. Some of these regulatory efforts aim to shape capi-
tal and credit markets by integrating more stringent assess-
ments of Principal Adverse Impacts into investment and
lending decisions. As regulatory frameworks continue to
evolve and sustainability expectations intensify, the share
of financing directly linked to ESG performance metrics
and targets is expected to grow significantly in the coming
years, increasing the pressure on companies to strengthen
their ESG practices.

EU regulators are also pushing companies to enhance
their ESG disclosures for the benefit of investors and other
stakeholders. The EU Directive on Corporate Sustainability
Due Diligence (CSDDD) seeks to promote sustainable and
responsible corporate behavior throughout entire value
chains, embedding human rights and environmental con-
siderations into companies’ operations and governance.

Meanwhile, the EU Corporate Sustainability Reporting
Directive (CSRD) introduces comprehensive European Sus-
tainability Reporting Standards (ESRS), aimed at improving
the overall quality of disclosed ESG information. In Serbia,
the practice of voluntary ESG disclosure, led by business
leaders, is supported by mandatory non-financial reporting
requirements under the Law on Accounting, which applies
to large companies with over 500 employees. However, it’s
important to view non-financial/ESG reporting as a chance
to enhance transparency, and strengthen relationships
with stakeholders while helping companies to identify risks
and opportunities and guide their sustainability strategies.

The shifting business landscape underscores the need
for outstanding leaders and skilled professionals who can
navigate the complexities of sustainability. This demand
requires a combination of technical expertise and the abil-
ity to manage transformative change while recognizing the
importance of ESG governance. To achieve a truly sustaina-
ble future, it is essential to address social challenges along-
side environmental and climate change issues, recognizing
their interdependence. These three dimensions of sus-
tainability are deeply interconnected; neglecting one can
undermine progress in the others. Therefore, a comprehen-
sive approach that simultaneously tackles environmental,
social, and economic issues is a recipe for fostering a bal-
anced and enduring business and societal transformation.

While it's conventional to link ESG with risks, it is important
to note that there also exist a multitude of opportunities—
in innovation, the creation of green jobs, and the develop-
ment of sustainable technologies. Embracing these oppor-
tunities can lead to new business models and practices
that not only support environmental sustainability but also
drive economic growth, enhance competitiveness, and
contribute to social well-being. By focusing on these posi-
tive aspects, companies can position themselves as leaders
in the transition to a more sustainable economy.

We believe that businesses can play a leading role in fostering economic growth while promoting social inclusion and
cohesion, as well as protecting the environment. To this end, we remain committed to:

Supporting the development of public policy frameworks that enhance and encourage sustainable and responsible

business practices.




FIc ) Foreign Investors Council BI]I]K

o Establishing and promoting multi-stakeholder and cross-sector dialogue to address pressing economic, social,
and environmental challenges.

o Setting an example of good corporate governance and transparency by promoting and practicing transparent
reporting on social and environmental impacts, in line with the best global practices.

top 1
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INVESTMENT AND
BUSINESS CLIMATE

The purpose of economic activity is to achieve the highest
possible prosperity embodied in the standard of living. This
is achieved by improving competitiveness, i.e. productiv-
ity with which we use all available resources. The indicator
of the level of prosperity is GDPpc expressed through pur-
chasing power parity (ppp) — GDPpc ppp.

We start this analysis of the investment and business cli-
mate with Figure 1, which shows the achieved levels of
prosperity (through GDPpc ppp in 2023) on the vertical
axis and the pace of prosperity improvement (expressed
through GDPpc ppp growth rates in the 9-year period 2015-
23 based on IMF data) on the horizontal axis.

As expected, the more developed economies of the EU
(blue squares) achieve a relatively lower growth rate than
the countries of Central Europe and the Baltics (green
triangles) and the countries of the Western Balkans (red
circles).

The countries of the Western Balkans achieve a lower level
of GDPpc ppp than the world average, with Montenegro at
the level of the average and Serbia slightly below it.

Between 2014 and 2023, Serbia narrowed its relative gap
with the EU and Germany. Today, Serbia’s prosperity is 56%
in the EU and about 40% in Germany (the levels in 2014
were 40% and 30%, respectively).

GDPpc ppp, 2023 (current, Inter $)

After the end of the pandemic (2020-21) and during the war
in Ukraine (which began in February 2022), the world econ-
omy showed greater resilience than expected to the strong
negative shocks to which it was exposed.

The rise in global inflation began in mid-2021 during the
recovery from the pandemic and especially gained inten-
sity in early 2022 after the outbreak of the war in Ukraine
with a sharp rise in energy prices and drought (rising food
prices). These developments have led to a change in the
nature of economic policies, with restrictive measures
being introduced to curb and then bring down inflation.
The desired outcome was the so-called Soft-lending, i.e.
bringing down inflation without a recession (as opposed to
unwanted hard-lending, i.e. bringing down inflation with a
recession - a fall in GDP and an increase in unemployment).

The outbreak of war in the Middle East has deepened
the global crisis, opening up new risks and requiring the
utmost caution. In addition, modest productivity growth
and increased geopolitical fragmentation, especially pro-
tectionism, adversely affect global economic activity.

In 2024, the global economy is recovering faster than
expected, but there are still major risks related to pos-
sible increases in global commodity prices, geopolitical
tensions, economic fragmentation, and protectionism, all
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World 36 2.8 3.2 6.1 3.4 33 3.2 3.2
USA 29 22 35 57 21 29 28 22  TABLET
GDP RATES OF
Eurozone 1.9 1.3 -6.5 5.3 3.5 0.4 0.8 1.2 GROWTH WITH
Germany 15 06 48 2.8 1.8 03 0.0 0.8 PROJECTIONS
Italy 09 03 -89 6.6 37 07 0.7 0.8
Source: IMF, WEQ,
France 17 15 8.0 7.0 26 11 11 11 A
European PUU' 3.1 2.1 2.0 6.7 0.8 3.3 3.2 2.2 * Projection.
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markets.
China 6.6 6.1 23 8.1 3.0 5.2 4.8 45
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of which are reflected in weaker productivity growth. The

IMF (2024) has projected that the world economy’s growth

will continue in the next two years (3.2%) with an increased

likelihood of soft lending. This growth is below the long-

term annual average (which was 3.8% in 2000-19).

From Table 1. The U.S. grew in 2023 on the basis of an
increase in all components of GDP, except inventories. In
1Q24, the U.S. also recorded a solid pace of growth, driven
by continued growth in household consumption, fixed
capital formation and growth in household consumption
based on employment and wage growth (Figure 2). In Sep-
tember 2024, the Fed began the process of cutting the fed-
eral fund rate by 50bp, to 4.75-5%.

2023 | 2024* | 2025*
Poland 0.2 3.0 3.5
Czech -0.1 1.1 2.3
Hungary -0.9 1.5 29
Romania 2.1 1.9 3.3
- TABLE 2.
Slovakia 1.6 2.2 1.9 GDP GROWTH
Slovenia 2.1 15 2.6 PROJECTION
Croatia 3.1 34 29
Sorce: IMF, WEQO,
Bulgaria 1.8 2.3 25 October 2024, *
Albania 35| 33| 34 Crojecton
BiH 1.7 2.5 3.0
North Maced 1.0 2.2 3.6
Montenegro 6.0 3.7 3.7
Serbia 2.5 3.9 41

2023 2024

The euro area is barely achieving positive growth rates
while emerging markets in Europe are performing better
(Figures 3 and 4).

The decline in the Eurozone is particularly pronounced in
Germany and ltaly, which are the most important markets
in the EU for Serbia. According to IMF projections from April
2024, growth prospects in the Eurozone remain modest
until 2025, while European PUU countries are expected to
achieve growth around the global average (Table 2).

Economic growth in the Eurozone slowed at the end of
2023 and was slightly negative (-0.1% in IVQ23) as growth in
consumption (both personal and public) and fixed capital
formation was not enough to compensate for the decline
in inventories and exports.

Given the negative trends in GDP dynamics, the ECB low-
ered the key policy rate by 25 bps to 3.50% each in June
and September 2024. With the fall in interest rates, we can
expect an intensification of investment and a restoration of
growth in economies that had slowed growth or recession,
and in other economies a gradual intensification of growth.

The pace of monetary policy easing varies from country to
country. The fact that core inflation is declining more slowly
than headline inflation indicates caution. The declineininfla-
tion in the eurozone will be more gradual than previously
expected. The ECB has been in a monetary easing cycle since
June, while the Fed has been doing so since September.

When it comes to Serbia’s most important trading partners
in EU German's economy shrank by 0.5% in IVQ23, mainly
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due to adecline in industrial production, Italy’s economo
grew by just 0.1% in the same quarter, driven by solid per-
formance in services and construction.

In the region of Central and South-Eastern Europe in IVQ23,
there was a slight increase in economic activity, based on
the growth of fixed capital formation and household con-
sumption, which was accompanied by a decrease in inven-
tories and net exports.

Macroeconomic developments in Serbia in 2024 are char-
acterized by two basic tendencies - first, accelerated GDP
growth, and second, the return of the inflation rate to the

-3.0

target corridor.

In the post-pandemic period, the Serbia maintained posi-
tive growth rates and avoided a recession (Figure 5). In 2022
and 2023, annual growth of 2.5% was achieved and a GDP
of over €71 billion was reached. According to IMF and NBS
forecasts, Serbia will achieve GDP growth of around 3.9% in
2024, 4.1% in 2025 and 4.5% in 2026.

With GDP growth in the first two quarters of 2024 of 4.7%
and 4.2%, respectively (with earlier growth of 3.6% and
3.8% in the last two quarters of 2023), Serbia ranks among
the countries with the highest growth rates in Europe this
year, exceeding the IMF forecast of average growth of the
world economy in 2024 (3.2%).
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In the conditions of global fragmentation and recession-
ary tendencies in Serbia’s main trading partners, this year’s
growth on the expenditure side is primarily driven by the
growth of domestic demand, especially household con-
sumption and investments in basic funds. The drivers of
growth on the manufacturing side were services, especially
ICT and trade, followed by construction and manufactur-
ing. Of course, it remains to be seen what results will be
achieved in the last quarter of 2024.

After peaking in March 2023 (16.2%), year-on-year inflation
was sharply brought down by restrictive monetary policy
measures and returned to 4.5% in May 2024, which meant
a return to the target tolerance band (3+1.5%), with a ten-
dency to hover around 4% by the end of the year, and grad-

pp

ually approaching the inflation target midpoint of 3% in
2025. Structurally (Figure 6), the key role in the process of
bringing down inflation was played by the decline in food
prices (green space) and energy (red surface), and part of
the service (light blue surface).

In 2024. NBS will be in the process of easing monetary pol-
icy. First, it started with lowering the average repo rate, and
than in June, July and September by lowering the key pol-
icy interest rate by 25bp each, so that was brought down
from 6.5% to 5.75%. This has also translated into a mod-
erate decline in interest rates on the dinar loans as well as
euro-indexed loans.

The growth of the expenditure side of GDP in 2024 is driven
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by domestic demand (Figure 7), primarily household con-
sumption (blue bars), which makes the largest contribu-
tion - its relative share is expected to increase from 2.4 pp
to 2.9 pp, but investment growth is also expected (grey
bars), while agriculture will decline. Public expenditure is
also expected to grow from 0.4 pp to 0.5 pp, and private
investment is expected to accelerate with a contribution of
1.1 pp. This growth in private consumption is linked to the
growth in employment and wages, especially in the private
sector (as a result of productivity growth).

On the production side (Figure 8), growth was driven by the
service sector (blue bars), construction (red bars), and man-
ufacturing (grey bars).

In terms of external demand, the year-on-year growth of
exports in Serbia in 1Q24 accelerated to 5.2% and imports
to 4.5%. Investments in export-oriented sectors from previ-
ous years, along with the recov-
ery of external demand, enable
export growth. The growth of

in the coming period, it is realistic to expect a faster growth
of imports compared to exports, which will increase the
deficit of foreign trade.

In the next two years (2025. and 2026.) growth is expected
to accelerate to 4.5%, primarily through the implementa-
tion of EXPO 2027. and other infrastructure projects, as well
as the expected recovery of the euro area, which should
stimulate external demand.

In recent years, there has been a significant increase in both
investments (from 16% in 2014 to 23% in 2023) and national
savings (from 12% to around 20%, respectively) but both of
them are at an inadequate level (see Figure 9).

The contribution of fixed investments in underlying funds
is increasing due to the high inflow of FDI and the preserva-
tion of investment confidence (Figure 10). Investments will

goods exports may be con-
tributed by the manufacturing

industry and a good agricul-

tural season (which, unfortu-

nately, was weak in 2024 due
to drought), while the growth

of ICT and business services,

tourism, and air transport may

contribute to the growth of

exports of services. However,

bearing in mind the need for
planned investment activities

2023 2024
e [ me | va | @ | e
Real y-o-y growth rates in %
Fixed investments 39| 41| 52| 73| 82 TABLES.

; INVESTMENT
Construction 14.8 13.0 74 14.2 10.0 MOVEMENT
Investment - government 72| 100 | 12.0 50 | 80*  INDICATORS
Construction permits - number 29 1.2 5.6 -3.8 38.1

Source: RZS and
Constr. material production -10.8 35 24 33 3. NBS calculation

- *NBS estimation
Value of construction works 17.6 15.9 1.1 17.8 10.3
Import of equipment -20.5 | -15.6 7.6 6.8 254
Domestic equipm. production 1.1 24 | -106 | -179 -5.9
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also grow due to more favorable financing conditions, the
reduction of global inflationary pressures, and the imple-
mentation of projects in the fields of transport, energy, and
communal infrastructure (Table 3). For successful develop-
ment in the future, it is very important that in addition to
FDI, the growth of domestic private investments is encour-
aged, which could significantly improve the flexibility of
the Serbian economy but also expand supply chains within
domestic clusters.

Despite global geopolitical tensions and fragmentation,
the dynamics of private investment in 1Q24 has been main-
tained. Investments are primarily financed from the com-
pany’s previously realized profits, followed by the inflow of
FDI and investment loans (1.8% y-o-y).

Net FDI inflows are expected to be around 5% of GDP while
maintaining its high geographical and project spread. Most

2021 2022 2023 2024

of this inflow will be directed to export-oriented sectors
(Figure 11). The largest share of FDI still comes from the EU,
but this share is declining — from 63% in 2015-20 to 41% in
2021-23 (Figure 12).

According to RZS data, the total number of formal employ-
ees slowed down from 1.1% in IVQ23 to 0.6% in 1Q24 and
reached a new record high of 2.37 million employees in
March (Figures 13 and 14).

Formal employment in the private sector reached a new
record level of 1.76 million people at the end of IQ24 - an
increase of about 15,000 people compared to a year earlier.

In the private sector, registered employment is held by
professionals in professional, scientific, innovation, and
technical services, ICT services, and construction, while it is
reduced in administrative and support services.

800 746.1 EUnemployed - used to be employed
700 H Unemployed - first-time job seekers
—Unemployed - total
600
FIGURE 14.
500 -
MOVEMENT OF
400 | 376.2 REGISTERED
UNEMPLOYMENT
300 - (IN 000)
159.6
200 Source: NSZ
100 | 216.6
0 a
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
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A significant proportion of new employment takes place in
companies that come from the EU.

Registered unemployment fell to 376,000 at the end of
11Q24, which is about 35,000 fewer than in the same period
last year and below 9%.

According to the NBS's preliminary estimate, productiv-
ity growth continued to accelerate to 4.2% in 2024 (from
2.5% in 2023) due to faster economic activity growth than
employment growth.

In 2023, the consolidated state balance deficit of 181.1 bil-
lion dinars, or 2.2% of GDP, was achieved, which is a better
result than the deficit planned by the state budget rebal-
ance of 2.8% of GDP.

According to the revised fiscal strategy for 2024-2026, the
medium-term fiscal framework envisages reducing the

FIGURE 15.

BUDGET BALANCE
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3.0 GOVERNMENT
PUBLIC DEBT

(% GDP)

-1.0

-4.0
-5.0

-6.0 Source: RZS & NBS
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August 2024, p. 60
-8.0

public debt-to-GDP ratio to 50% by the end of 2026. The
government deficit is planned to be limited to 2.2% in 2024
and then to 1.5% in 2025 and 2026, which is in line with the
general fiscal rules (Figure 15).

With the revision of the budget for 2024, the government
deficit will be increased from the previously planned 2.2%
t0 2.9% of GDP. This increase in the deficit is not permanent
in nature and allows the deficit to return to equilibrium
in the future. The key positions of the rebalance in 2024
are investments related to EXPO 2027 related to the con-
struction of the national stadium, expenditures on arma-
ments (procurement of bursts), and additional subsidies to
agriculture.

When it comes to government expenditures in the coming
period, the share of salaries and pensions is expected to be
stable and within the limits defined by fiscal rules (10% and
11%, respectively), and priority will be given to the econo-
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my'’s infrastructure and capital projects.

In 2024, exports are expected to grow further based on the
expected effects of investments from previous years in
export-oriented sectors, as well as a gradual recovery in exter-
nal demand. At the same time, we expect the surplus in trade
in services to remain at a similar level as in 2023, which is the
result of widespread growth in exports of services, primarily
ICT and business services, tourism, and air transport services.
Taking into account the needs of the planned investment
activities, a strong growth in imports is projected for 2024
(faster than the projected growth in exports), especially equip-
ment and raw materials. The growth of private consumption
in the context of rising disposable income will also contribute
to the growth of imports of consumer goods. All this will result
in a negative contribution to net exports (of -2.7 p.p.).

Given the expected acceleration of the investment cycle, a
negative contribution of net exports of around 0.7 percent-
age points is expected in the coming years as exports will
grow at slightly lower rates than imports.

The EU remains Serbia’s most important trading partner.
In 2023, goods exports to the EU reached €18.1 billion and
imports €23 billion, so the coverage of imports by exports
is about 80% (Figures 16 and 17).

The current account deficit in IH24 increased from a record
low level in IH23 and amounted to €1.2 billion. Exports
continued to grow (4% y-o-y), driven by growth in ICT,
agriculture, mining, and manufacturing; however, imports
recorded a 5% growth, driven by growth in imports of
equipment related to the current investment cycle, espe-
cially EXPO 2027.
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The current account deficit is expected to be around 4%
this year and in the medium term in the range of 4-5% of
GDP. It is important to emphasize that this is a level that
ensures external sustainability, and that it will be fully cov-
ered by the inflow of FDI, which has been the case in the
previous nine years (Figures 18 19).

Although Serbia is not a member of the EU, its market prac-
tically belongs to the European single market.

What is clearly visible is that EU companies in Serbia have:
(1) a stable business environment and (2) the opportunity
to invest, which is clearly seen through the high level of
reinvestment in Serbia.

On the December 2023 Moneyval Meeting, Serbia received
the highest marks for compliance with international stand-
ards assigned by relevant international institutions (FATF
and Moneyval), both for the regulations governing the oper-
ations of financial institutions supervised by the NBS and
for the efficiency of their implementation. By increasing the
rating for Recommendation n. In accordance with Article 15
of the FATF (Modern Technologies and Virtual Assets), the

oR;ttli:c?k Date Action
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Source: Standard and Poor’s, Fitch Ratings and Moody'’s Investors Service

Republic of Serbia has achieved compliance with all 40 FATF
recommendations and has entered the group of ten jurisdic-
tions in the world that have this level of compliance.

In October 2024, Standard and Poor’s raised Serbia’s credit
rating to investment-grade credit rating BBB-/positive. This
would contribute to further attracting foreign capital under
more favorable conditions as it would reduce interest rates
on borrowing. The following table shows the current credit
ratings for long-term borrowing in foreign currency of the
Republic of Serbia.

We live in a very complex world. Many countries are adapt-
ing to new circumstances. Below, we will show some of the
most important events in the world and Serbia.

The Chips and Scientific Act' and the Inflation Reduction
Act (IRA) were? passed on August 9 and 16, 2022. Both are
the basis of the so-called New U.S. industrial policies with
the introduction of some form of state interventionism,
which has not been typical of the United States for decades.

The Chips and Scientific Act is aimed at encouraging research,
competitiveness, and innovation and specifically treats chip
manufacturing for safety reasons. The bill directs US$280 bil-


https://www.govinfo.gov/content/pkg/PLAW-117publ167/pdf/PLAW-117publ167.pdf
https://www.govinfo.gov/content/pkg/PLAW-117publ167/pdf/PLAW-117publ167.pdf
https://www.govinfo.gov/content/pkg/PLAW-117publ169/pdf/PLAW-117publ169.pdf
https://www.govinfo.gov/content/pkg/PLAW-117publ169/pdf/PLAW-117publ169.pdf

lion to domestic semiconductor production and US$52 billion
to semiconductor research with the primary aim of empow-
ering this supply chain to successfully counter China in this
area. The $174 billion investment is directed towards devel-
oping an ecosystem of public research in science and tech-
nology. It is estimated that by March 2024, about $200 billion
has been invested on this basis, with 40,000 new employees

The IRA, another key document, is dedicated to bringing
down inflation in the U.S. by reducing the fiscal deficit and
spending on prescription drugs while increasing invest-
ment in domestic clean energy production. It includes
$738 billion in programs, of which $391 billion is focused
on energy and climate change, with the goal of reducing
greenhouse gas emissions to below 40% of 2005 emissions
by 2030. The IRA is the most ambitious U.S. public invest-
ment plan since the Great Depression of the 1930s. How-
ever, in the implementation of fiscal policy, the U.S. contin-
ued to borrow, reaching the highest level in history.

Despite the level of debt, the IRA has produced results in
bringing inflation down, and has been much more than an
act of fighting inflation. In fact, it led to European compa-
nies starting to move their production to the United States.

The EU is also adapting its policies to adapt to new condi-
tions. Like the United States, the EU has opted to increase the
fiscal deficit instead of reducing it, but with much more mod-
est economic growth than the United States, trying to main-
tain a high level of public investment in strategic areas. This
is in stark contrast to what happened after the 2008 financial
crisis, when public investment fell for more than five years.

The European Chips Act (ECA), adopted on 21 September
2023, is the EU’s response to global changes, with the aim
of shaping Europe’s digital future.® It included a series of
measures to ensure the EU’s security of supply, resilience,
and technological leadership in chip manufacturing and
applications. The ECA is expected to result in public invest-
ment of over €43 billion, in addition to existing chip-related
R&D programs and announced support from member states
themselves. By 2030, more than €100 billion is expected to
be channeled into investments supported by ECA.

With this, the EU aims to double its current global market
share, which is only around 10%, by establishing a new eco-
system that completes the supply chain in chip manufac-
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turing while increasing the share to 20%. It is important to
note that, for example, a mobile phone contains about 160
chips, and a hybrid electric car contains about 3,500 chips

The ECA and other EU activities aimed to increase Europe’s
technological sovereignty, competitiveness and resilience
to global change.

The EU, through the European Commission, has under-
taken the development of the most ambitious programme
to strengthen competitiveness, which it entrusted to Mario
Draghi, the former president of the ECB. The program, which
contains two documents, was presented on September 9,
2024.* He points out that after the establishment of the mon-
etary system in the EU a quarter of a century ago, an incoher-
ent fiscal system remains, which makes it impossible to link
industrial and trade policy in the way that the United States
and China achieve. According to the Commission’s estimates,
to meet Mr. Draghi’s plans, an additional €750-800 billion per
year would be needed to increase the share of investment in
GDP from 22% to 27% after decades of decline. And China,
which for decades relied on chip imports from the U.S., Tai-
wan and Japan (China’s chip imports in 2021 amounted to
$433 billion, surpassing the value of oil imports) is now seek-
ing to be self-sufficient in chip production. China has pro-
vided $180 billion to support funding for the domestic chip
industry, aiming to make it as fast as Nvidia's U.S. Al chip.

In June 2024, IMF Managing Director Kristalina Geor-
gieva® underlined at the Eurogroup meeting dedicated to
the European Competitiveness Region that the emphasis
now placed on industrial policies in the EU should be fully
aligned with improving competitiveness, stressing in par-
ticular that Europe’s core strength lies in the single market,
i.e. cohesion. The EU faces a range of challenges, from an
ageing population and weak productivity growth to energy
security, climate change and geoeconomic fragmentation.
In 2023, more than 2,600 industrial policy measures were
adopted in the US, China and the EU. Industrial policies can
be a powerful tool, but there are rare occasions where they
have been put to good use. That is why she warned that

4 Those two documents are:
1)
and
2)

5 Kristalina Georgieva. (2024). .
Remarks IMF Managing Director on the Eurogroup on a Strategy for
European Competitiveness, Luxembourg, June 20, 2024.


https://digital-strategy.ec.europa.eu/en/policies/european-chips-act
https://commission.europa.eu/document/download/97e481fd-2dc3-412d-be4c-f152a8232961_en?filename=The%20future%20of%20European%20competitiveness%20_%20A%20competitiveness%20strategy%20for%20Europe.pdf
https://commission.europa.eu/document/download/97e481fd-2dc3-412d-be4c-f152a8232961_en?filename=The%20future%20of%20European%20competitiveness%20_%20A%20competitiveness%20strategy%20for%20Europe.pdf
https://commission.europa.eu/topics/strengthening-european-competitiveness/eu-competitiveness-looking-ahead_en
https://commission.europa.eu/topics/strengthening-european-competitiveness/eu-competitiveness-looking-ahead_en
https://commission.europa.eu/topics/strengthening-european-competitiveness/eu-competitiveness-looking-ahead_en
https://www.imf.org/en/News/Articles/2024/06/20/sp062024-md-a-strategy-for-european-competitiveness?utm_medium=email&utm_source=govdelivery
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history is full of examples of industrial policy interventions
that ended ingloriously. She pointed out that the condition
for a successful industrial policy is the existence of clearly
identified market failures and that there are no political
pressures to favor someone. Only when both conditions
are met can the use of market intervention through the
implementation of industrial policy be appropriate.

Georgieva concludes that EU industrial policies should be:
(1) temporary and in the function of protecting compe-
tition, (2) limited so as not to cause excessive fiscal costs
and market distortions, and, in the case of the EU, coordi-
nated to ensure the single market (avoid national subsidies
to national champions, tax breaks and incentives for EU
fragmentation) and (3) state aid should not have negative
effects and cause fiscal strain for other EU members.

In July 2024, a Memorandum of Understanding was con-
cluded between the EU and Serbia on a strategic partner-
ship on sustainable raw materials, battery supply chains,
and electric vehicles.

Both sides recognized that ensuring a sustainable supply
of raw materials, in particular critical raw materials (CRMs),
is essential to promote the green and digital economic
transitions and is a factor enabling the decarbonization of
energy production, connectivity and mobility.

In accordance with the SAA, both sides set out their inten-
tion to cooperate closely in five areas: industrial value chain

development, research and innovation, the implementa-
tion of high environmental, social, and governance stand-
ards and practices, and the development of skills for jobs in
the fields of raw materials, batteries, and electric vehicles.

The EU confirmed that the Serbian economy had shown
significant resilience in times of crisis, with favorable pros-
pects for further growth. At the regular annual meeting of
the Economic and Financial Dialogue of the EU Member
States, the Western Balkans and Turkey, which aims to pre-
pare the Western Balkans and Turkey (WBIF) for EU acces-
sion, it was assessed that Serbia has confirmed significant
resilience to numerous challenges from the international
environment and has preserved macroeconomic stability
even in times of crisis. ©

The European Commission has made progress on the Euro-
pean Innovation Scoreboard, which shows the innovation
performance of 39 EU Member States and other countries.’
The scoreboard looks at the strengths and weaknesses of
national innovation systems. Serbia is in 29th place, ahead
of Slovenia, with an overall innovation index of 69.1, which
is 4.4 points more than last year.

6 Western Balkan Investment Forum:

7 Published in July 2024:


https://www.wbif.eu/beneficiaries/serbia
https://www.wbif.eu/beneficiaries/serbia
https://research-and-innovation.ec.europa.eu/statistics/performance-indicators/european-innovation-scoreboard_en#european-innovation-scoreboard-2024
https://research-and-innovation.ec.europa.eu/statistics/performance-indicators/european-innovation-scoreboard_en#european-innovation-scoreboard-2024
https://research-and-innovation.ec.europa.eu/statistics/performance-indicators/european-innovation-scoreboard_en#european-innovation-scoreboard-2024
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This year, we decided to make a change in this part of the
White Book. Namely, in the previous editions, in the sec-
tion on the pillars of development, the same sectors were
practically analyzed from year to year, and as a rule, they
included: energy, telecommunications, digitalization and
e-commerce, real estate and construction, labour and
human capital.

In this year’s edition of the White Book, we made a change
in the sense that in the part of the sectoral analyses in the
Pillars of Development, we presented the results of those
sectors that made the most progress in the previous year.
This year’s topics are: energy, digitalization, protection of
financial services users, public procurement and capital
markets.

ENERGY

The energy sector, which includes the production and
transmission of electricity, the market for renewables and
energy efficiency, has been exposed to numerous chal-
lenges in recent years. Two years ago, this was related to
possible risks in the part of the electricity supply, but in the
end it was successfully overcome. With the global energy
crisis, problems have opened up in the supply of other
energy sources.

Insufficient supply of energy products and uncertainty in
their supply led to a strong shock on the supply side, caus-
ing shortages. This supply shock, along with jeopardizing
and in some places tearing up supply chains, translated
into cost inflation and price growth.

The government introduced price controls because the
liberalization of the electricity market could have led to a
significant increase in costs for households and businesses.
At the same time, the management structure of EPS has
been changed, its business policy has been changed and
the main causes of its poor performance have been elim-
inated. The electricity supply has been improved and sta-
bilized. The transformation of EPS from a public company
into a joint-stock company has begun. A new Supervisory
Board has been appointed, which has taken important
steps towards the professionalization of EPS management.

In 2023, Serbia supplemented the regulatory framework in
line with the EU’s Third Energy Package and de jure liberal-
ized the electricity market. In this regard, the policy of full
implementation of the relevant EU regulations has been
continued.
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PILLARS OF
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Despite liberalization, EPS remains the most dominant sup-
plier with about 97% share in the open market.

Coal remains the dominant source for electricity gener-
ation — more than 70% of annual production comes from
coal-fired power plants. The coal mines are in relatively
poor condition. Some of the world’s largest coal-fired
power plants will have to be overhauled or they will face a
gradual shutdown. Currently, there is an increased import
of coal in order to maintain production in thermal power
plants. The transition to a “green” economy has been post-
poned for some time in the future.

In the case of renewable energy sources, a system of incen-
tive measures for the production of electricity from these
sources is crucial. Incentives are provided in the form of a
market premium system and feed-in tariffs. Both systems
will be implemented through an auction and relate to the
price of electricity, the assumption of balancing respon-
sibility and the right to priority access to the network. By
abandoning the incentive system in order and introducing
auctions, the opportunity for a new cycle of investments
and achieving a competitive price for the purchase of elec-
tricity opens up.

In the field of energy efficiency, the Directorate for Financ-
ing and Promotion of Energy Efficiency has begun its work.
In the energy efficiency market, the implementation of
energy performance contracting (EnPC) projects for public
lighting has begun in a significant number of local self-gov-
ernments. Energy Supply Contracting (ESC) has also begun
to function, primarily in the public sector, where schools
and hospitals are priorities.

In this area, the Foreign Investors Council has made eight
recommendations for improving the business climate. Five
have made significant progress and three have made some
progress. That is why energy is at the top of the list of sec-
tors in which the most progress has been made. The For-
eign Investors Council gave the 2024 index a high rating of
2.63, above the 2023 level of 2.30.

DIGITALIZATION AND E-BUSINESS

The digitalization and e-business sector, which includes
e-commerce, electronic identification, issuance of elec-
tronic documents, as well as e-business of governing bod-
ies, including the interconnection of public databases,
achieved the second most dynamic improvement in the
business climate.




Globally, the technology sector has undergone major
changes in recent years. After the bankruptcy of cryptocur-
rency exchanges, layoffs in IT giants, there was a huge pop-
ularization of Chat GPT, introducing artificial intelligence
as the most important topic in the field of digitalization.
These trends have also had a direct impact on the dynam-
ics and priorities of the IT sector in Serbia. The government
continues to develop new e-commerce services.

After the adoption of the Law on Electronic Communica-
tions harmonized with the EU regulatory framework, a
public hearing on the conditions for organizing an auc-
tion of radio frequencies intended for 5G technology was
announced. More than 1,200,000 mobile phone users in
Serbia already have 5G-enabled devices.

The whole world has adapted to the new situation after
the coronavirus pandemic and has begun to turn to e-com-
merce due to a completely changed way of life and busi-
ness. In Serbia, a large number of companies have organ-
ized work “from home”, citizens have started to use the
services of the e-Government portal, and numerous new
services have been developed and unified data registers
have been formed. Accelerating the development of 5G
networks is a priority.

There has been a significant increase in the volume of
online trade. A similar trend existed in previous years. This
is especially due to the IPS payment system introduced by
the NBS.

Within the framework of the “ePaper” program, adminis-
trative procedures have been simplified. A large number of
citizens have an account on the eGovernment portal. This
is due to the fact that the number of services supported by
eGovernment is continuously increasing, making it easier
for citizens to use numerous services.

From 2023, the “elnvoice” system is applied in the economy
through the SEF system of the Ministry of Finance, which
has replaced paper invoices. In this way, a great administra-
tive relief was achieved. In addition to this advantage, the
digitization of invoices has led to an increase in transpar-
ency, i.e. to a reduction in the space for the shadow econ-
omy. It is expected that this will improve the VAT refund
process as well as reduce the cost of storing invoices. Since
the introduction of this system, the number of users of
qualified electronic certificates has increased significantly.

Electronic forms have become the basic form of account for
telecommunications services.

Significant progress has been made in the digitalization
of the economy and the public sector. The Foreign Inves-
tors Council has made seven recommendations in this
area, three of which have been significantly improved, and
three have been certainly improved so that the score is
2.29 (which is significantly above the previous year’s score
of 1.83).

PROTECTION OF FINANCIAL SERVICES USERS

A new Law on the Protection of Financial Services Users is
in the process of being adopted. The NBS has been working
continuously to improve this area.

The NBS has invested great efforts in educating users of
financial services through a special section on its website
that allows asking questions. The NBS responds to these
questions very promptly. In addition, representatives of the
NBS have participated in various conferences and events
dedicated to topics in this area, and the engagement of
the NBS in this area can be assessed as very active. The NBS
has shown fair treatment in the procedures for the protec-
tion of financial services users. In addition to proposing the
draft Law on the Protection of Financial Services Users, the
NBS emphasized the need for education of financial service
users through additional activities.

Due to the uneven court practice in loan processing dis-
putes, there is a need for additional understanding of this
area by public office holders, which is why additional edu-
cation of judicial office holders in the field of banking and
insurance within the Judicial Academy would be useful.

It is necessary to reach a final solution for disputes related
to the loan processing fee and amendments to Article 368,
paragraph 1 of the Loan Processing Act of the Code of Civil
Procedure. In the part of loan processing disputes, compared
to the previous year, some progress has been observed, so
the number of new lawsuits has significantly decreased.

When it comes to promoting mediation as a way of resolving
disputes between banks/insurance companies and users of

financial services, the NBS has been actively involved.

In the field of protection of financial services users, the For-
eign Investors Council has made 10 recommendations, of
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which three have been significantly improved, four have
been certainly improved, while three have not changed.
There has been slow progress in this area, with a score of
2.00 (slightly below the previous year’s score of 2.11).

PUBLIC PROCUREMENT

The implementation of the new Law on Public Procure-
ment began in 2020 and represented a significant harmoni-
zation with the EU acquis, i.e. Directive 2014/24/EU on pub-
lic procurement and Directive 2014/25/EU on procurement
by entities operating in the sectors of water management,
energy, transport and postal services.

The public procurement market in the Republic of Serbia in
2023 reached 10.5% of GDP (in 2022 it was 9.3%). The aver-
age number of bids per procedure is 2.4 (the EU average is
around 3). The share of contracts awarded to foreign bid-
ders is 4% (in 2022 it was only 1%).

The representation of negotiated procedures without the
publication of a public call amounted to 2% of the value
of awarded contracts, which is a decrease compared to the
previous year.

Thevalue of public procurements exempted from theimple-
mentation of the Law on Public Procurement amounted to
about 831.6 billion dinars (slightly over €7 billion) or about
10% of GDP. The largest share (38%) was related to procure-
ments in accordance with procedures related to interna-
tional treaties or other international obligations.

Over the previous year, progress has been made in the fight
against corruption and the protection of integrity in pub-
lic procurement procedures. In order to strengthen mutual
cooperation and improve the exchange of information and
data between the competent public prosecutor’s offices
for the handling of criminal offenses of organized crime,
corruption and money laundering, an Agreement on Coop-
eration was concluded between the Public Procurement
Office and the Republic Public Prosecutor’s Office.

Public Procurement Office in 2023. cooperated with the
anti-corruption departments of the Higher Public Prosecu-
tor’s Offices, based on 21 requests. These requests included
a total of 45 public procurement procedures over which the
Public Procurement Office conducted a monitoring proce-
dure, after which it informed the competent public prose-
cutor’s office about the observed irregularities.
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Also, international agreements with third countries con-
tinue to violate the principle of equal treatment of bidders,
non-discrimination, transparency and protection of com-
petition. The implementation of these agreements is often
not in line with the adopted solutions both in the domestic
and in the legislation of the European Union. In 2023, the
Law on Line Infrastructure was repealed, which opened up
space for discretionary decision-making.

The Foreign Investors Council recommends the improve-
ment of administrative and expert capacity in this area.

In the part of public procurement, by implementing the
proposal of the Foreign Investors Council, certain progress
has been made in three areas, so the score is 2.00 (previous
year 1.33).

CAPITAL MARKET TRENDS

The Capital Market Law, as a legal framework for the capi-
tal market, is almost completely harmonized with EU reg-
ulations. As the domestic capital market is not sufficiently
developed, this legal regulation has not been tested
enough in practice.

There is still a trend of decreasing the number of issuers of
financial instruments and the number of public joint-stock
companies listed on the Belgrade Stock Exchange. On the
other hand, the amount of government bond issuance to
finance environmental, infrastructure and development
projects recorded significant growth in 2023 and especially
in the first half of 2024.

In 2023, with a donation from the World Bank, capital mar-
ket reform began through the implementation of the project
“Catalyzing Long Term Finance Trough Capital Markets Pro-
ject.” The project aims to develop the legal, regulatory and
economic environment, deepen the corporate bond market,
including green bonds and other thematic bond issues.

Itis expected that a larger number of legal entities will start
raising capital by issuing mbonds, and one part should be
listed on the Belgrade Stock Exchange. In anticipation of
the implementation of these new initiatives, it is necessary
to note once again that the capital market in Serbia is in its
infancy, and that there is still insufficient quality and illiquid
market material.

Progress has been made in encouraging the issuance of



government bonds and mbonds to finance infrastructure
and other projects of public importance, as well as the issu-
ance of corporate bonds in the private sector.

In 1Q 2023 and iQ2024, through several primary auctions,
the Public Debt Administration issued a total of about 150
billion dinars of bonds with an initial maturity of 8Y and a
significant participation of foreign portfolio investors.

In 2024, the state initiative for Serbia’s broader involvement
in the global agenda of stimulating sustainable develop-
ment through the issuance of ESG bonds worth $1.5 billion
was also continued. The funds raised by this issue will be
used to increase energy efficiency, transition to renewable
energy sources, greater inclusion of minority and vulnera-
ble social groups, help citizens to buy their first apartment
and settle in rural households, etc.

The Decree on Conducting Operations with Financial
Derivatives for the Purpose of Public Debt Management of
the Republic of Serbia was also adopted, which regulates
the general conditions for conducting operations with
financial derivatives by Serbia in order to protect against
financial risk. With this, the state continued to provide an
example of the best practice of hedging, which would be
useful to promote as much as possible among legal enti-
ties. The Digital Assets Act has also been passed.

Although government bonds are successfully issued in
practice, municipal bonds are still rare, and so far there has

been no trade in these bonds on the secondary market.

There is a need to further improve the regulation to create
the conditions for transactions with more complex finan-
cial instruments, including a legal framework that would
entail a more liberal approach and a higher degree of legal
certainty regarding the Employee Share Plan, as well as the
legal framework related to securitisation.

We also emphasize that it is necessary to establish a
clear regulatory framework that would support specific
investment methods through crowdfunding platforms,
as a potential source of financing for micro and small
enterprises.

In the part of the capital market, by implementing the pro-
posals of the Foreign Investors Council, progress has been
made in one area with significant progress, and in three
areas with certain progress, so a score of 2.00 has been
achieved (previous year 1.60).

Serbia’s growth this year (around 4%) in the current global
environment (3.2% growth of the world economy) can be
assessed as dynamic, and the sectors mentioned here have
made the most significant progress. The Foreign Inves-
tors Council with its recommendations seeks to encour-
age efforts to improve the business climate and stimulate
growth in the future, ensuring sustainable growth with
maximum respect for environmental standards on the path
to the EU.
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INFRASTRUCTURE

Recommendations:

Electricity

Regulation of electricity prices to be abandoned (but vulnerable cus-
tomers to be protected), allowing new investments in the modernisa-
tion and revitalisation of coal and electricity production.

Continue work on creating the necessary conditions for the introducing
carbon pricing instruments.

Prescribe targeted energy savings, as required by Directive 2012/27/EC
and its amendment 2018/2002/EC. The preparation of proposals for the
revision of energy efficiency targets in terms of their increase is under-
way. It is also necessary to anticipate the reduction of "specific con-
sumption” of energy, i.e. consumption per unit of product.

Further harmonization of the regulations related to the calculation of
VAT on consumer invoices.

Renewables

Bylaws which will regulate the incentives in more detail should be tai-
lored to accelerate investments in the renewables sector and follow the
EBRD and Energy Community policy guidelines.

Adjust the regulation and methodology for determining the maximum
price at auctions so that it more closely reflects the impact of the market
price of electricity

Energy Effciency

Adoption of a functional model contract to govern energy supply
contracting.

Improvement of capacities of the PPP Commission and other notable
public stakeholders with respect to both energy performance contract-
ing and energy supply contracting projects involving the public and pri-
vate sectors.

Introduced | Significant Certain No
in the WB: progress progress progress
2016 Vv
2020 v
2021 v
2022 V
2021 N
2022 v
2017 v
2017 Vv

The legal framework for electricity in Serbia is set out under
the 2014 Energy Law, with amendments adopted in 2021
and changes from 2023, which for the most part transposes
the European Union'’s (EU) Third Energy Package.

The Republic Commission for Energy Networks was estab-
lished as an independent body for the control of the opera-
tor of the electricity transmission system - Elektromreza Srbije
and the operator of the natural gas transport system - Trans-

portgas Srbija. The newly formed body will take over the
responsibility of these two state operators of the electricity
transmission system from the Ministry of Energy. In this way,
the aforementioned two operators will be able to be certified
by the Energy Agency of the Republic of Serbia and Euro-
pean regulatory bodies. The main authorities responsible for
this sector are: (i) the Serbian Government; (i) the Ministry of
Energy (the “Ministry of Energy"”); (iii) the Energy Agency; and
(iv) The Republic Commission for Energy Networks.

Also, there are strong indications that in 2024, new amend-
ments to the Law on Energy will be adopted, which will



bring significant changes in this area. In April 2024, the
Proposal for the Law on the Termination of the Law on the
Prohibition of the Construction of Nuclear Power Plants in
the Federal Republic of Yugoslavia was adopted, in order to
enable the regulation of issues related to nuclear energy.

State-owned enterprises Elektromreza Srbije (EMS), Elek-
troprivreda Srbije (EPS) and EPS Distribution, company that
was finally separated from EPS in the end of 2020, remain the
dominant players in the sector. EMS is the transmission sys-
tem operator. EPS is engaged in the production, wholesale
and supply of electricity. EPS's ex subsidiary EPS Distribucija
carries out the distribution and operates the distribution sys-
tem. Also, the transformation of EPS from a public company
to a joint-stock company was conducted, and a new supervi-
sory board was appointed, which is important step towards
professionalizing the management of this company.

The electricity market is fully liberalized . Households and
small consumers remain, for the time being, entitled to opt
to be supplied under regulated prices (unlike other con-
sumers which do not have the right to regulated prices).
There is an intention to phase out the regulated supply of
electricity, but the Energy Agency has taken the position
that there is still a need for the regulation of electricity
prices. On the other hand, the Energy Agency has allowed
an increase of regulated prices - starting from the latest
increase was in May2023, while the next one is expected
by the end of 2024. The experts agree that this increase is
insufficient and that new increases should be expected.

Despite the liberalisation, EPS remains the single most
dominant supplier with around 97% of open market
participation.

The day-ahead market is operated by the joint-stock com-
pany South East European Power Exchange (SEEPEX). Also
SEEPEX launched and established an intraday market on
July 25, 2023.

The Hungarian electricity exchange HUPX joins Adex,
strengthening and expanding the scope of the regional elec-
tricity exchange group for Central-Eastern and South-East-
ern Europe (SE-SEE). Adex Group thus becomes the most lig-
uid centre for electricity spot trading in this part of Europe.

The inflow of foreign direct investments increasingly
depends on the availability, predictability and structure
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of the supply of certified green energy. Issues such as the
percentage of electricity from renewable sources that is
available on the grid, the further development of power
plants using renewable energy sources and the possibility
of a guaranteed supply of green energy through corporate
power purchase agreements are gaining more and more
importance and becoming one of the decisive reasons for
investment in the Republic of Serbia by foreign investors.

In April 2021, the Law on the Use of Renewable Energy
Sources was adopted, and in 2021 and during 2022 several
bylaws have been adopted, which regulate in more detail
the procedure of obtaining the right on the market fee
and the feed-in tariff, the content of the agreement on the
market premium, the quotas on the wind farms, the status
and the way of managing of the registry of the customers
- manufacturers. It is very important to note that on Sep-
tember 28, 2023, the Government of the Republic of Ser-
bia adopted the Decree on the Conditions of Delivery and
Supply of Electricity. The aim of this Decree is, among other
things, to regulate more closely the conditions for issuing
approval for connection to the transmission and distribu-
tion system, by detailed regulation of the mandatory study
of connection to the transmission system and the part of
the distribution system managed by the transmission sys-
tem operator, as well as establishing the obligation to sub-
mit evidence on the deposit of funds for the costs of the
Study, i.e. the attachment of a bank guarantee in favour of
the transmission system operator.

Incentives are provided in the form of a market premium sys-
tem and feed-in tariffs (only for small facilities). Both systems
are implemented through an auction process and refer to
the price of electricity, taking on balance responsibility and
the right to priority access to the system. In the premium
system, the authorized contracting party will not purchase
electricity, but will pay the premium if the realized price at
the auction is higher than the reference market price (prices
on the SEEPEX day-ahead market). Also, for an energy entity
that produces electricity from renewable sources and which
does not have the status of a temporary privileged producer
in terms of market premium system, or the status of a priv-
ileged producer in terms of feed-in tariff, the possibility of
obtaining a guarantee of origin and status of producer of
electricity from renewable sources energy is envisaged.

By replacing the old system that rewarded everyone by
order and introducing auctions, it will be possible to attract
anew cycle of investments and achieve a competitive price
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for the purchase of electricity. As the bylaws that regulate
the conditions and the procedure of obtaining the right for
the incentives in detail have been adopted, the first auc-
tions were held in June 2023 for the allocation of market
premiums for renewable energy sources - wind power
plants (400MW) and solar power plants (50MW). The auc-
tion procedure is digitalized, which ensures fast and effi-
cient implementation of the process.

At the first auctions for the allocation of market premiums
for renewable energy sources, 16 investors applied, with a
total power plant capacity of 816.48 MW, of which 602.8 MW
were offered to fill the quota, while the estimated value of the
investments for all the power plants amounts to €1.26 billion.

The seriousness of the bids received is evidenced by the
fact that the interested companies provided bank guar-
antees and cash deposits exceeding €18 million, which
ensures their intention to realize the projects.

Out of the total number of registered investors, 11 partic-
ipants qualified for the bidding phase. In the wind farm
auction process, four investors filled the quota and three in
the solar power plant auction. The lowest offered price was
€64.48 per megawatt-hour (€/MWh) for wind farms, and
€88.65 per megawatt-hour for solar power plants.

On this occasion, the Ministry of Energy stated that the auc-
tions for the allocation of market premiums for a total of
450 MW are the largest auctions being conducted at once
in the Western Balkans region and are the first auctions
within the three-year incentive plan, which will secure a
total of 1,300 MW from green energy sources.

Additionally, the auction process has been digitalized and
is conducted through the portal oieaukcije.mre.gov.rs,
ensuring an efficient and transparent selection of projects.

The successful implementation of the auction process is an
important step in the transition to cleaner energy sources,
increasing electricity production, and achieving greater
security of supply for citizens and the economy.

A market premium is an incentive for electricity produc-
tion whereby the state protects producers from changes
in market prices relative to the price offered by the pro-
ducer at auction by paying the difference between the
auction price and the market price. If market prices exceed
the price offered by the producer at auction, the producer

will pay the difference to the state. According to current
projections, the state will generate revenue from the first
auctions, estimated at several million euros annually, in
addition to the other benefits the auctions bring. The next
auctions for the allocation of market premiums for renewa-
ble energy sources are scheduled for November 2024.

Additionally, it is important to note that the proposed
amendments to the Energy Law introduce a new concept
of the “active buyer,” which is expected to be adopted.
However, it remains uncertain how this will affect the exist-
ing prosumer model and how much time and cost will be
required for investors to implement this new framework if
they choose to do so.

Balancing responsibility for producers using renewable
energy sources (RES) under the incentive system will be
assumed by the “guaranteed supplier” (i.e., EPS). Other pro-
ducers will need to regulate their balancing responsibility
under market conditions.

The 2023 amendments to the Law on Renewable Energy
Sources introduced a new mechanism for financial compen-
sation between privileged producers and EPS, based on the
rule that a privileged producer is required to pay EPS an addi-
tional fee if they produce less electricity than planned, and
conversely, EPS is obligated to pay the privileged producer for
any excess electricity produced beyond the planned amount.
This mechanism adds responsibility for privileged produc-
ers to more accurately predict electricity production, as poor
forecasting would result in paying a negative balance.

The Law on Renewable Energy Sources also introduces the
concept of strategic partnerships and provides the possi-
bility of conducting a public call for the construction of RES
power plants through the selection of a strategic partner.
The Government has established the procedure for select-
ing a strategic partner, and in July 2023, a public call was
issued for a strategic partner for the construction of large-
scale self-balancing solar power plants with battery storage
systems in Serbia. A group of bidders consisting of Hyundai
Engineering Co. LTD, Hyundai Eng. America Inc., and UGT
Renewables LLC has been selected as the strategic partner.

Approval for the connection of a new electricity generation
and storage facility to the transmission system and part
of the distribution system managed by the transmission
system operator may contain operational constraints. An
operational constraint is a temporary reduction in active



power at the connection point to ensure the secure opera-
tion of the transmission system.

A facility subject to operational constraints cannot cause
a change in connection conditions for already connected
facilities. The transmission system operator is required to
submit a request to the Energy Agency of the Republic of
Serbia for approval of operational constraints, along with a
connection study. The agency has 15 days from the date of
receipt of the request to issue a decision after analyzing the
connection study and determining whether the operator
has acted transparently and without discrimination.

In order to reduce the use of fossil fuels and dependence on
fuel imports, the Law on RES defines the status of biofuels,
bio liquids and fuels from biomass. In the event that bio-
fuels, bio liquids and biomass fuels that are not produced
from waste meet the sustainability criteria and achieve sav-
ings in greenhouse gas emissions, energy produced from
these fuels can be: a) taken into consideration for the pur-
poses of calculating the share of energy from RES in gross
final energy consumption and final energy consumption in
all forms of transport (including fulfilment of obligations of
fuel suppliers to achieve the share of RES), and b) subject
to financial incentives, in accordance with the Law on RES,
incentives for the use of innovative technologies and new
sources of RE, such as renewable hydrogen, and incentives
for the production of “advanced” biofuels). Regarding the
use of RES in transport, the Law on RES determines for the
first time the use of electricity from RES in the transport
sector, as well as the use of “green” hydrogen.

In April 2021, a new Law on Energy Efficiency and Rational
Use of Energy was adopted, the aim of which is to create
a legal framework for measures that will increase the effi-
ciency of use of energy and reduce energy consumption.
The law upgraded the existing basis of the Law on Efficient
Use of Energy with new energy policy goals whose foun-
dations were established by European Union regulations
(amended Energy Efficiency Directive and Directive on
Energy Performance of Buildings, Directive on Eco-Design
and relevant EC Regulations).

A Directorate for Financing and Encouraging Energy Effi-
ciency within the Ministry of Energy, the purpose of which
is to provide funds to meet the objectives of the law, and
two new regulations have been brought which regulate
the financing of the measures for upgrading the energy

W HITRBO0R

efficiency and using the resources for the appliance of the
measures of energy efficiency

Similarly, as the previous laws, it explicitly defines the
energy services company (ESCO) and sets rules for energy
performance contracting in line with the EU acquis, with
the aim to provide a comprehensive legal framework for
energy efficiency arrangements.

To enable the implementation of these general possibilities,
the Rulebook on Model Energy Service Contracts for the
Implementation of Energy Efficiency when Users are from
the Public Sector (ESCO By-Law) was adopted in May 2015.

The ESCO By-Law prescribes two models of ESCO agree-
ments, one for public buildings and one for public lighting.
It requires public-private partnerships (PPP) to be estab-
lished between the relevant public partner (e.g. a munici-
pality, a public company, the state) and the relevant private
partner (i.e. an ESCO company) on a long-term basis.

The energy efficiency market is still developing. Energy
performance contracting (EnPC) projects in the area of
public lighting have been initiated in a significant number
of local municipalities,.

The energy supply contracting (ESC) has also started func-
tioning recently, primarily with public sector facilities such
as schools and hospitals being the main point of interest.

The most notable difference between ESC and EnPC is in
that EnPCimplies backing the project with guaranteed sav-
ings, unlike the ESC, which focuses on a renewed arrange-
ment regarding energy supply where the private partner
guarantees the continuous provision of a certain mini-
mum amount of energy. It is expected that, once the ESC
model is regulated too, a much needed certainty will be
brought into the sector, allowing for successful coopera-
tion between the public and private sectors.

The energy efficiency of buildings is dealt with in a special
chapter which prescribes obligations for publicly owned
buildings, new buildings and buildings used for non-resi-
dential purposes. Publicly owned buildings with a total usa-
ble area of more than 250 m2 used by state administration
bodies and other bodies and organizations of the public
sector as well as public services are required to have a cer-
tificate of energy performance, and for buildings used by
central government the obligation of energy rehabilitation.
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The obligations of investors in new buildings have also
been specified with regards to the equipment with devices
for regulation and measurement of the delivered amount
of thermal energy, where there is also domestic hot water.

In June 2024, the Directorate for Financing and Promoting
Energy Efficiency was established.

SEEPEX membership grew to 42 members.

New legal solutions from 2023 reduce the authority of the
government, and increase the authority of the parliament
over the activity of production and distribution of electric-
ity and supply, over the state operators of the electricity
transmission system - EMS and gas - Transportgas.

In this context, a significant improvement is the adoption
of the new Decree on the Conditions of Delivery and Sup-
ply of Electricity (“Official Gazette of the RS”, No. 84/2023)
in October 2023.

The aim of the new regulation is,among other things, to fur-
ther define the conditions for issuing connection approvals
to the transmission and distribution systems. This includes
detailed regulation of the mandatory preparation of a con-
nection study for the transmission system and the part of
the distribution system managed by the transmission sys-
tem operator, as well as the obligation to provide proof of
deposited funds for the study costs or submit a bank guar-
antee in favor of the transmission system operator.

The legal framework for a new package of incentive meas-
ures for the production of electricity from renewable energy
sources has been adopted, that envisages a competitive pro-
cess for awarding incentives. The adoption of a completely
new law indicates giving priority to sustainable produc-
tion of electricity from renewable energy sources, which is
extremely important in the long run in order to avoid pay-
ing high fees for the production of CO2 emissions that will
increase in the European Union in the upcoming years.

Several bylaws have been adopted:

Decree on market premium and feed-in tariff(“Official

Gazette of RS”, no. 112/2021 and 45/2023 - other decree);

Decree on the model of the agreement on the market
premium (,Official Gazette of the RS".br.112/2021);

Regulation on the quota in the market premium system
for wind power plants (“Official Gazette No. 107/2021");

Regulation on the conditions and procedure for acquir-
ing the status of privileged electricity producer, tem-
porary privileged producer and producer of electricity
from renewable energy sources (“Official Gazette of RS”,
no. 56/2016, 60/2017, 44/2018 - other laws, 54/2019 and
112/2021 - other Regulations);

Decree on the criteria, conditions and way of calculating
the receivables and payables between the customers -
manufacturers and the supplier (,Official Gazette of the
RS“.br.83/2021 and 74/2022);

Regulation on the assumption of balance responsibility
and the model agreement on the assumption of balance
responsibility (“Official Gazette of RS”, No. 45/2023);

Rulebook on the means of managing the registry of cus-
tomers-manufacturers that are connected to the mov-
able, distributive, enclosed system and methodology
of assessment of the manufactured electric energy in
the manufacturing facility of the customer-manufactur-
er(,Official Gazette of the RS“.N0.33/2021);

Rulebook on the Allocation of Non-Refundable Incen-
tive Funds for Co-Financing the Implementation of Re-
newable Energy Projects in Public Purpose Buildings
(“Official Gazette of the AP Vojvodina”, No. 30/2023).

The Decree on the Conditions, Manner and Procedure of
Giving State-Owned Agricultural Land for Use for Non-Agri-
cultural Purposes was adopted, which prescribes exceptions
when it is possible to use state-owned agricultural land for
non-agricultural purposes, in accordance with the Law on
Agricultural Land. This decree enables a constructions of
facilities for production of energy using renewable energy
sources of wind and sun even on agricultural land, which
creates an even more favourable environment for investors.

At the beginning of June 2023, the Government of the
Republic of Serbia adopted the Plan for the incentive sys-
tem for the use of renewable energy sources for the period



2023-2025, according to which the total capacity for which
the right to incentives in the market premium system can be
acquired in the next three years is 1,000 MW for wind power
technology and 300 MW for solar power plant technology.

Additionally, in June 2023, the Low Carbon Development
Strategy of the Republic of Serbia was adopted for the
period from 2023 to 2030 with projections until 2050 (“Offi-
cial Gazette of RS”, No.46/2023). In July 2023, a public hearing
was held for the Integrated National Energy and Climate Plan
(INEKP), adopted in July 2024 in order to secure consistency
with the long-term relevant policy goals at the level of the
European Union, UNFCCC, and the Energy Community.

Also, in June 2023, the new Regulation on energy vulner-
able customers entered into force, which will be the basis
for moving away from price regulation, and an additional
boost for energy transition, decarbonization and the devel-
opment of renewable energy production. In addition to
aiding in the procurement of electricity and gas, energy
vulnerable customers in the field of heat supply will also
be provided. According to the Regulation, poor consumers
of electricity in Serbia have the right to a reduction in their
electricity bill, i.e. they have the right to receive a certain
amount of electricity for free on a monthly basis.

Although the text of the mentioned plan is not yet avail-
able, the Ministry has announced that its adoption marks
the beginning of a new phase in the development of Ser-
bia’s energy sector, aimed at contributing to greater secu-
rity of supply, increasing the share of clean energy sources,
and enhancing environmental protection.

A review of the Energy Effect Contract Model (EnPC) is
underway based on comments from representatives of
ESKO companies, banks and local self-government units
who have experience in implementing such projects. It
is actively working on the preparation of a Model Energy
Efficiency Contract (ESC) to increase investment in energy
efficiency and enablethe transition to renewable fuels or
low-emission greenhouse gas fuels, taking into account the
public sector interest.

Experience with energy performance contracts has shown
that the contract model has contributed to the develop-
ment of the market and provided guidance and certainty
for the public sector to use this innovative way to attract
private investment in energy efficiency in the public sector.
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Coal remains dominant resource for electricity generation
- more than 70% of annual production comes from the
coal-fired power plants.

Coal mines are in a relatively poor shape and in need of exten-
sive modernisation in order to meet demand. Some major
thermal power facilities will also need to be phased out or
overhauled. It is not clear whether Serbia will have enough
funds for these investments. Also, the High Court in Belgrade
issued a first-instance verdict in favor of the Regulatory Insti-
tute for Renewable Energy and the Environment (RERI) and
ordered “Elektroprivreda Srbije” (EPS) to reduce sulfur diox-
ide emissions in thermal power plants due to their danger
to human health and the environment. This judgment repre-
sents a precedent and additional pressure to reconstruct and
modernize the thermal power plants owned by EPS, in order
to adequately implement the aforementioned judgment.

It can often be heard that an electricity price increase in
Serbia would be justified, but vulnerable customers must
be protected.

The Decree on the Conditions, Manner and Procedure of
Giving State-Owned Agricultural Land for Use for Non-Ag-
ricultural Purposes was adopted, but it is limited only to
agricultural land of 6, 7 and 8 classes.

Opinion of the Ministry of Finance regarding the calcula-
tion of VAT on electricity bills for prosumers.

Just before the publication of the White Book, the final
proposal for the amendments to the Energy Law has been
adopted. The current proposal introduces additional condi-
tions for obtaining an energy license, as well as provisions that
establish unequal business conditions for the same activities
with different market participants, such as prioritizing stra-
tegic partners when defining connection conditions over
previously submitted requests. While it is justified to relieve
the transmission system of blocked capacities that will not
be realized, the proposal to retroactively impose obligations
for connection procedures cannot be considered a fair solu-
tion. So far, no accompanying amendments to subordinate
legislation and other laws have been announced that need
to be aligned, so that the industry can fully understand how
the new concept of the “active customer” will be applied and
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how it will affect planned investments in the development
of their own renewable energy generation capacities.

As to energy performance contracting (EnPC), apart from
the need to have consistent practices in the formal prepa-
ration of projects fully in line with the ESCO By-Law and the
PPP legislation, the challenges ahead also include the need
to reduce subsidies, which keep energy prices on an regu-
lated level, and to introduce further sector-specific incen-
tives for energy efficiency projects in the relevant regula-
tions (notably, real estate and tax-related regulations) as
well as the need to further raise financiers’ awareness of
the practical feasibility of ESCO projects.

As to energy supply contracting (ESC), the adoption of a
model contract by the relevant authority (i.e. the Ministry

of Mining and Energy) The public sector is still overly careful
in considering prospective projects,. This specifically relates
to an absence of understanding of public budgeting proce-
dures, with some important projects involving hospitals and
schools in Serbia still lagging behind as a result thereof.

The challenges ahead relating to both EnPCand ESC arrange-
ments remain the same and require continuous work:

strengthening and sharing of knowledge and existing
know-how among various public entities to be strength-
ened and supported (especially in the case of minor Ser-
bian municipalities);

improvement of the practical implementation of the
rules related to the determination of the value of the
project, related to PPP.

Regulation of electricity prices to be abandoned (but vulnerable customers to be protected), allowing new
investments in the modernisation and revitalisation of coal and electricity production.

Continue work on creating the necessary conditions for the introducing carbon pricing instruments.

Prescribe targeted energy savings, as required by Directive 2012/27/EC and its amendment 2018/2002/EC. The
preparation of proposals for the revision of energy efficiency targets in terms of their increase is underway. It is also
necessary to anticipate the reduction of “specific consumption” of energy, i.e. consumption per unit of product.

Introducing a mechanism requiring investors to provide a security instrument, such as a bank guarantee
or deposit, when reserving a grid connection, with the aim of preventing queues for connections that block

available capacity.

Further harmonization of the regulations related to the calculation of VAT on consumer invoices.

Bylaws which will regulate the incentives in more detail should be tailored to accelerate investments in the
renewables sector and follow the EBRD and Energy Community policy guidelines.

Adjust the regulation and methodology for determining the maximum price at auctions so that it more closely

reflects the impact of the market price of electricity

It is necessary to adopt the final proposal for the amendments to the Energy Law without delay. However, it is

essential to pay attention to the following:
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The amendments to the Energy Law should not introduce additional conditions for obtaining an energy
license. Unpredictable and insufficiently clear conditions that would be introduced through these amend-
ments (primarily the proposal to assess compliance with long-term strategies) could pose a serious problem
for legal certainty and the predictability of project development.

It is crucial to avoid solutions that establish unequal business conditions for the same activities among dif-
ferent market participants, such as prioritizing a strategic partner when defining connection conditions over
previously submitted requests.

While it is justified to relieve the transmission system of blocked capacities that will not be realized, the pro-
posal to retroactively impose obligations for connection procedures cannot be considered a fair solution. We
emphasize the need to acknowledge the differences between projects—in terms of those within the incen-
tive system and those in a mature phase, compared to those that have not yet started development.

Until the amendments to the Energy Law are adopted, it is necessary to publish accompanying changes to
subordinate legislation and other laws that need to be aligned, so that the industry has a complete under-
standing of how the “active customer” concept will be applied and how it will affect planned investments in

When it comes to all types of transport, the importance of
the Republic of Serbia is undeniable, both for the countries
of the Balkans and for the region of Southeast Europe, but
also beyond. The best way to consider the improvement of
transport would be through five modes of transport: road,
rail, air, water and intermodal.

The tendency to approach the development levels of the
European Union also exists in this segment,, which is pri-
marily reflected in the implementation and harmonization

the development of their own renewable energy generation capacities.

Adoption of a functional model contract to govern energy supply contracting.

Improvement of capacities of the PPP Commission and other notable public stakeholders with respect to both
energy performance contracting and energy supply contracting projects involving the public and private sectors.

Enhancing the institutional readiness of local governments to organize energy management within their
territories and to carry out tasks defined by the Law on Efficient Energy Use.

of Serbian positive regulations with European regulations.
The basis for these activities is certainly the General Mas-
ter Plan of Transport in Serbia, from 2009, which contains
guidelines and plans for the road, rail, water, air and inter-
modal transport sectors, ending in 2027. The General Mas-
ter Plan of Transport in Serbia also represents the basis for
existing and future projects, which will be financed from EU
pre-accession and accession funds, as well as other sources
of financing. The draft of the new General Master Plan for
the period after 2027 is still not being prepared, although
the currently valid one was adopted in 2009.

When it comes to legal regulations, the road transport sector
is the most extensive, given that road transport is the most
represented in relation to other modes of transport. Out
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of the 5000 kilometres of roads in Serbia, 1100 kilometres
have been designated as a high priority for rehabilitation,
in accordance with the Transport Strategy and the General
Master Plan. In road transport, progress has been achieved
by adopting regulations in the field of dangerous goods and
transport licenses, while regulations related to the transport
of goods are harmonized with European regulations.

During the final stage of the preparation of the White Book,
a public debate was published on Draft Law on Roads,
effects of which will be analysed in the next edition of the
White Book.

The railway sector is the sector in which the need for mod-
ernization is the highest right now, which has been inten-
sively worked on in the last few years. In the field of rail
transport, where there is progress, it is necessary to con-
tinue to open the market to private operators and ensure
the viability of the reformed railway companies.

Air traffic in the Republic of Serbia is characterized by the
constant growth of air traffic in the period after the COVID-
19 pandemic, the signed Agreement on Accession to the
Common European Aviation Area, compliance with Euro-
pean regulations, the modernization of Nikola Tesla Airport
and Konstantin Veliki Airport, and the development of des-
tinations and the fleet of the national airline company AIR
SERBIA. When it comes to regulation, the basic document is
the Air Traffic Act, and many by-laws issued by the regula-
tory body - the Directorate of Civil Aviation of the Repub-
lic of Serbia emerge from it. The most important subjects
of air transport are the Ministry of Construction, Transport
and Infrastructure, the Directorate of Civil Aviation of the
Republic of Serbia, airlines, airport operators and the Air
Traffic Control Agency.

The waterways are not used enough, nor is their poten-
tial in the context of Serbia’s international connectivity.
Another burning issue, which occurs in this sector, is the
financing of both reconstruction and modernization of
water transport. The funds required for the improvement
of ports, waterways and support systems, as well as their
maintenance, are large. The changes in terms of regulations
governing water transport introduce amendments to the
Law on Navigation and Ports on Inland Waters from 2021.

The intermodal form of transport, with three partially built
terminals, is a form of transport that is still in its infancy,
with a tendency to develop in the coming period.

The three main characteristics of the state of transport in
the Republic of Serbia are the current maintenance of the
existing infrastructure, investment, i.e. its modernization
and harmonization with European standards. Investing in
infrastructure, investing and maintaining the existing traf-
fic network are the goals to be pursued.

In previous years, the improvement of all types of transport
continued, not only in the technical sense, but also in the
sense of concluding contracts and negotiations with the
executive authorities of the surrounding countries, as well
as foreign investors.

Part of the projects where certain delays were observed dur-
ing implementation are the construction of the Belgrade-Bu-
dapest railway, the construction of the Nis-Merdare-Pristina
highway, the reconstruction of the Belgrade-Bar railway, and
the project documentation for the Belgrade-Sarajevo high-
way is being prepared. However, it should be noted that sig-
nificant works have been carried out when it comes to the
construction of the Belgrade-Budapest railway, especially
bearing in mind that the high-speed railway Belgrade-Novi
Sad, as well as Novi Sad-Subotica, has been built, while the
completion of the complete railway is unofficially announced
for 2025. When it comes to the construction of the Nis-Merd-
are-Pristina highway, at the end of July 2023, the first section
of the Nis-Merdare road, 5.5 kilometres long, was completed.

In the road sector, the emphasis is placed on the construc-
tion of Corridors 10 and 11. The construction of the Prelji-
na-PoZega section of Corridor 11 began in May 2019, and
completion is expected within 36 months. However, this
deadline was not met, and the work is expected to be com-
pleted only at the end of 2024.

The construction of Corridor 11 branch Pozega-Boljare is also
planned, as part of the road corridor Belgrade-South Adri-
atic. For the section of the Pozega-Boljare Corridor, a Memo-
randum of Understanding was signed between the Republic
of Serbia and the People’s Republic of China, and the Spatial
Plan of the Special Purpose Area is currently being prepared.
However, no information is yet available when the works on
these sections are expected to be completed.

The project to build a new port in Belgrade, whose comple-
tion is planned for December 2023, and which is included in
the Single Project Pipeline as a project of exceptional stra-



tegic importance, has not yet been completed and there is
no information on when it will be.

The railway sector continued its cooperation with regional
countries. Documentation is being prepared for the initia-
tion of the tender procedure for the reconstruction of the
Nis-Dimitrovgrad railway, which is significant, since this
part of the railway connects the Republic of Serbia and the
Republic of Bulgaria, and the completion of which is planned
for the end of 2027 according to the latest statements of the
President of Serbia. The modernization project of the Bel-
grade-Budapest railway is also underway. This project is of
exceptional strategic importance, since it represents part of
the basic traffic transversal of the Republic of Serbia, con-
nects three of the five largest cities in the Republic and forms
part of the Pan-European Corridor X. On the Belgrade-Stara
Pazova section, 17.19% of the works have been physically
completed, while the Novi Sad - Subotica section is expected
to be completed by the end of 2024.

In air traffic, the project of a new runway for “Morava” Air-
port in Kraljevo is planned. For the “Konstantin Veliki” Air-
port in Nis, the addition of the terminal building and the
renovation of the runway are planned.

Since the end of 2018, Belgrade Nikola Tesla Airport has
been managed by a foreign concessionaire - part of the
French Vinci Group. In accordance with the Concession
Agreement, the airport operator has fully delivered the fol-
lowing works in the previous period of five years from the
date of commencement of the concession:

A new inset runway and new taxiways with a new light
marking system were built,

New navigation equipment for the instrument landing
system was installed on the inserted runway, with asso-
ciated energy and telecommunication installations and
new meteorological equipment,

Platform E and the accompanying new asphalt service
road were built,

Platforms B, C and the platform for de-icing and reloca-
tion of de-icing objects have been expanded,

New roads and parking lots were built in front of the Ter-
minal and in the vicinity of the airport,
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A new heating plant and new facilities for the process-
ing of waste and wastewater were built.

With the reconstruction and expansion of the Terminal
building, the surface area of the Terminal was increased to
over 93 thousand square meters, and the number of wait-
ing rooms was increased from 19 to 31. Through the project,
the airport operator ensured the separation of passengers
(departure / arrival / transfer), centralized security check of
passengers, control of passengers in the transfer without
interference, improved the control of passage from the
public to the restricted zone of the facility by abolishing
certain passages and introducing new ones.

The number of destinations has increased to 115 in 2023,
and the number of passengers achieved is around eight
million per year.

At the moment, works are underway on the complete ren-
ovation of the old runway, and the works on the terminal
building are in the final phase.

On the other hand, the national airline AIR SERBIA signifi-
cantly increased the number of destinations and aircraft in
the period after the pandemic.

Considering all ongoing projects, it is evident that investing
in traffic infrastructure is a priority.

In March 2020, the Government of the Republic of Serbia
adopted its first Regulation on subsidizing the purchase of
new electric vehicles, which directly encourages the use
of an environmentally friendly form of transport. Subsidy
amounts are 250 and 500 euros for electric motorcycles and
between 2,500 and 5,000 euros (depending on the type
of drive) for electric cars. Subsidies are awarded through
the Ministry of Environmental Protection. In addition, by
amending the law (on taxes on the use, holding and carry-
ing of goods), owners of hybrid vehicles are exempted from
paying the tax on the use of motor vehicles.

Also, in 2024, the Government of the Republic of Serbia
passed a Regulation on the conditions and method of imple-
menting the subsidized purchase of new vehicles with an
exclusively electric drive, which encourages the purchase
of new vehicles with an exclusively electric drive in order to
encourage an environmentally friendly form of transport.

In the light of supporting the transition to sustainable mobil-
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ity, it is necessary to adopt a series of regulations and meas-
ures that would improve the conditions for the use of elec-
tric vehicles, both those concerning the construction and the
regime of importing electric cars and charging for the energy
used to charge them. Changes in regulations in this direction
and additional measures should aim to create more favora-
ble conditions for electric vehicles in the city, encourage the
market of sustainable vehicles and contribute to the reduc-
tion of harmful gas emissions in urban areas.

Finally, subsidies for the installation of private charging
infrastructure, especially for charging stations, to support
the growth of the charging network and facilitate the
charging of electric vehicles in urban areas are also missing
from the current regulation of the Republic of Serbia.

The combination of electric vehicles with renewable energy
sources would represent a key step towards a sustainable
future. By using solar panels, wind turbines and other renew-
able sources to produce electricity, vehicles can be powered
in an environmentally friendly way. This approach reduces
dependence on fossil fuels and encourages the transition to
clean energy, thereby protecting the environment and con-
tributing to global efforts to reduce emissions.

Theinitiative at the level of the Western Balkans with regard
to the adoption of a detailed plan for the improvement of
the Green Corridors also brings significant progress.

The comprehensive plan for the improvement of Green Cor-
ridors, improved customs cooperation and modernization of
border/crossing points details initiatives aimed at facilitating
trade and increasing efficiency between the Western Balkans
and the EU. Established during the COVID-19 pandemic, the
Green Corridors Initiative has proven successful in preserving
trade flows and speeding up the customs clearance process
for essential goods. Using the Electronic Data Interchange
System, pre-arrival information sharing among customs
and other inspection agencies is facilitated, benefiting trade
within CEFTA and between the EU and the Western Balkans.

Key development steps include the expansion of the initi-
ative to EU member states (Greece, Italy, Croatia) through
a Memorandum on Data Exchange, with further phases
planned. The plan emphasizes infrastructure improvement,
digitization and capacity building at border crossings, with
the aim of reducing waiting times, improving transpar-
ency and simplifying customs procedures. Coordination is
entrusted to the EU-Western Balkans/CEFTA Green Belt Com-

mittee, supported by continuous EU initiatives and cooper-
ation with regional partners. Future activities are aimed at
improving the legal framework, expanding data exchange
and implementing joint risk management strategies, all with
the aim of encouraging economic growth and integration.

When it comes to the Transport Communities of the West-
ern Balkans, this community focuses on the integration of
the region into the European transport market through the
operationalization of the new transport corridor Western
Balkans-Eastern Mediterranean. This corridor connects
eight EU member states with the Western Balkans, forming
a single European transport network for the first time.

The main goal of the Transport Community is the complete
harmonization of the transport markets of the Western Bal-
kans with the EU, including the adoption of European stand-
ards and the organization of traffic. The revision of the Reg-
ulation on the Trans-European Transport Network, achieved
at the end of 2023, is crucial for the integration of the West-
ern Balkan partners in the newly established corridor.

For 2024, priorities include the operationalization of the
European transport corridor and the development of new
action plans for the adoption of EU transport legislation in
the Western Balkans. It was assessed that Serbia stands out
as the most advanced in the transfer of EU legislation in the
field of transport.

Funding remains a key issue, given that current funds are
insufficient to cover infrastructure needs. In this context,
the New EU Growth Plan represents an important sup-
port mechanism for reforms in the area of transport in the
Western Balkans, with an emphasis on European funding
as a key factor for effective implementation of projects and
reducing the risk of corruption, so it remains to be seen
how this issue will be resolved on EU level.

Also, the board of directors of the Forum of Chambers of
Commerce of the Adriatic-lonian countries adopted the
initiative of the Chamber of Commerce of Serbia and the
Croatian Chamber of Commerce to speed up the flow of
goods at border crossings between the EU and the Western
Balkans in the Adriatic-lonian region. The average waiting
time for freight vehicles at the border is 10 hours, with a
maximum recorded waiting time of 36 hours, which creates
kilometre-long lines of vehicles and disrupts the safety and
flow of passengers. These delays significantly reduce the
competitiveness and economic development of the region,



estimating losses of 130 million euros per year for transport
companies. Improving rail infrastructure is key to reducing
congestion at road crossings and emissions, which sup-
ports intermodal connections and economic growth.

Traffic safety is the most important issue when it comes
to transportation problems. The number of injured and
deceased persons is increasing, which is contrary to the
goals of the Road Traffic Safety Strategy 2023-2030. The
ever-present problem of road traffic is also financing -
funds from state income, as well as foreign investments,
are not sufficient for maintenance, repair and construction
of new roads, and the aggravating circumstance is the fact
that this problem is directly related to traffic safety.

One of the outstanding issues is the lack of adequate
infrastructure for the use of electric vehicles, which may
become a significant obstacle to the country’s green
energy agenda and may threaten the strategicimportance
of Corridors 10 and 11. On the other hand, it is encourag-
ing that the Ministry of Construction, Transport and Infra-
structure has recognized the need to improve this issue,
and electric charging stations have been installed in cer-
tain places on Corridor 10. Some large oil companies have
also installed electrical charging stations on their SSGs.
However, there are several regulatory issues that need to
be resolved in order to encourage this trend, as one of the
obligations towards the EC and the EU is to achieve a cer-
tain share of energy from renewable sources in the trans-
port sector. The by-laws were adopted in 2019, and the
obliges are companies that trade fuels.

Modernization is the biggest problem of the railway sector.
It is necessary to work on the improvement of this mode of
transport, because a large number of railways are not used,
while the speed of trains is not satisfactory on certain sec-
tions. Attention should be paid to the long-term plan for
the development of rail transport and its harmonization
with road transport, with the aim of increasing intermo-
dality. Another problem is the image of the railway, which
should be actively changed in the eyes of public, by chang-
ing the marketing policy.

The usefulness of other airports, besides Belgrade and Nis,
should be increased, and a long-term strategy for the use of
the entire Serbian aviation infrastructure should be devised.
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When it comes to water transport, the biggest problem
is financing - large funds are needed just to rebuild the
infrastructure, which dates back to the period of the for-
mer Yugoslavia. Modernization and maintenance of the
water transport system costs a lot. It is encouraging that
the investment in the coming years in the total amount of
31 million euros has been announced, which will be aimed
at the development of river transport and the protection
of the natural features of the Danube. One of the positive
examples is the reconstruction of the port of Smederevo.

Transport has become one of the burning issues of the
green transition due to its significant role in greenhouse
gas emissions, although other sectors have made progress
in reducing emissions. According to estimates, the trans-
port sector could account for as much as 44% of total EU
greenhouse gas emissions by 2030, despite expected slight
declines. This would significantly exceed the EU’s emissions
reduction target of -55% compared to 1990 levels.

Reasons for the rise in traffic emissions include increased
human mobility, longer car journeys and significant growth
in aviation emissions. Freight transport emissions are also
on the rise, further contributing to the high level of emis-
sions in the sector.

Although technological solutions such as electric cars are
available, their wider implementation takes time, given the
long lifespan of the existing European vehicle fleet. Only a
small fraction of new cars sold in 2023 were fully electric,
which shows the need for an accelerated transition and
regulatory measures to support the transition to a more
sustainable transport system. Also, at this moment, com-
panies’ investments in reducing or completely eliminating
waste are not recognized in any way.

The European Union’s initiative to regulate company cars
as a means of increasing demand for electric vehicles is one
step in that direction. This issue is the focus of an informal
meeting of EU transport ministers in Brussels, where strat-
egies for “green transport” and the fight against climate
change in the transport sector are discussed.

Regarding the electricity consumed by EVs, the situation is
as follows: it remains problematic that the electricity con-
sumed when charging electric cars cannot be charged,
because no one has the permission/consent of the Elec-
tricity Supplier and Distribution System Operator for retail
electricity trading. Therefore, those liable for the share of
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RES in transport, in addition to not being able to charge
for this electricity, cannot prove that they have met part of
their obligations for RES through electricity placed in the
transport sector. Although a directive that foresees addi-
tional benefits if the merchant/owner of SSG obtains the
electricity used by EVs from their own production of elec-
tricity from renewable sources was passed at the EU level
backin 2018, this directive has not yet been transposed into
the legal framework of the Republic of Serbia.

International truck transport and the capacities of border
crossings are another problem.

In addition to attempts to improve the situation (Open
Balkans, establishment of green corridors, integrated bor-
der crossing with North Macedonia), the fact is that the EU
is the most important foreign trade partner, which is why
the efficient development of transport with EU countries
is of crucial importance. In this sense, the three border
crossings to the EU are the most significant (Horgos and
Kelebija to the Republic of Hungary and Batrovci to the

Republic of Croatia). The usual time for a truck to stay at
a border crossing ranges from 12 to 24 hours, depending
on the period of the year, day of the week, etc., observed
per truck tour of 24-48 hours. In addition to the direct
negative effects on the transport industry itself, the indi-
rect negative effects on the entire economy are reflected
in extended delivery times, reductions in available trans-
port capacities which are problematic anyway due to
some other factors already mentioned in the document,
the final prices of goods that are the subject of transport...

International road transport takes place on the basis of
permits issued annually by the Ministry of Construction,
Transport and Infrastructure based on negotiations with
the authorities of other countries. For years now, espe-
cially with countries with which there is an intensive ex-
change of goods, there was a noticeable lack of trans-
port permits, especially in the last quarter. Transports
to and from Austria, Italy, Poland, Spain, Greece are par-
ticularly problematic and there is regularly a problem of
the available number of permits.

Introduce additional incentive measures for the construction of infrastructure for the use of electric vehicles.
Also, it is necessary to provide an adequate regulatory framework that will enable the development of this sector
and that takes into account the constructive recommendations of relevant stakeholders.

Adapt the Law on Energy to recognize and encourage the use of electricity in the transport sector.

Increase material quality control and inspection supervision during the performance of works; implement
international standards of quality and project management in the public sector as well.

Enter into public-private partnerships in vital areas of transport that are not reserved for the state and which the
government is not capable of equipping, restructuring, or modernising independently—or for which it is more
optimal and efficient to do so in partnership with the private sector.

Additionally, work on opening the market in railway traffic, with the aim of establishing the necessary institutional
structures. The application of European standards in the implementation of technologies on the railway network,
for the interoperability and smooth traffic with neighbouring countries in order to increase transport through
Serbia, is crucial in this regard.

Implementation of measures that will improve the characteristics of combined transport within the Serbian
transport system.

Conclusion of new and amendments to existing bilateral agreements in the field of air transport in order to
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increase Serbia’s connectivity with Asia and North America.
Making the most of the European Open Skies Agreement to improve connectivity in the region.
Construction of (rail) infrastructure to improve connectivity between the airport and central Belgrade.

Stimulating investments in the reduction or complete elimination of waste generated during production
processes, consumption and daily activities.

Temporary reduction of duty on electric vehicles to zero, regardless of their origin.

Establish a clear legal framework for charging energy consumed at electric vehicle charging stations per kilowatt
hour (kWh).

Urgent investment in electric vehicle charging infrastructure and the development of sustainable transport
options is recommended, with strict enforcement of regulatory measures encouraging the reduction of
greenhouse gas emissions in the transport sector.

Enact regulations that would require building permits for “fast” charging stations, which would facilitate the
process of their installation and improve the availability of chargers.

Introducing cheaper or free parking options for electric vehicles in certain city areas.

Consider the introduction of incentives for the import of used electric cars, as part of a broader strategy to
diversify the offer of electric vehicles on the market.

Introduce subsidies for setting up private charging infrastructure, especially for charging stations.

According to the legislation in force in the Republic of Serbia, there are no special license plates for electric
vehicles, which would prevent privileged access to certain parts of the city, including “yellow” lanes intended for
faster movement. Related to this is the lack of cheaper or free options for parking electric vehicles in certain city
areas, in order to facilitate their use and reduce congestion.

Cyber security in transport: With the increasing number of electric vehicles and their connection to the grid, it
is crucial to include cyber security standards in the legislation. It is necessary to define obligations to protect
charging data, manage the risks of cyber-attacks on the charging infrastructure and ensure that all relevant
actors are involved in data protection and network security.

It is necessary to develop and implement standards for the management of risks related to cyber-attacks,
especially on critical infrastructure. The above includes:

Risk assessment: Mandatory risk assessment of cyber-attacks and development of strategies to mitigate iden-
tified risks.

Infrastructure Protection: Implementation of advanced technologies and safeguards for critical infrastructure,
including redundancy and resilient systems.
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Incident response plans: Developing and testing incident management plans to minimize the impacts of
cyber-attacks.

Therefore, it is necessary to legally oblige transport market participants to regularly assess risks and implement
appropriate protection measures for critical infrastructure, and to develop and test incident management plans.

It is necessary to ensure that all relevant actors, including state institutions, the private sector and non-
governmental organizations, are involved in data protection and network security, including:

Coordination and cooperation: Creating platforms for coordination between different actors in order to im-
prove cooperation and exchange of information on cyber threats.

Regulatory oversight: Introducing mechanisms for monitoring compliance with legislative standards and
sanctioning violators.

Support and resources: Providing resources and support for small and medium-sized enterprises so that they
can align their security practices with the standards.

It is necessary to introduce legal provisions that oblige all relevant actors to coordinate and cooperate in the
field of data protection and network security, while establishing regulatory oversight and providing resources to
support compliance with standards.

Autonomous vehicles and drones: As the technology of autonomous vehicles and drones advances, the
legislative framework needs to be adapted to regulate their testing, use and integration into the traffic system.
This includes defining standards for safety, liability in the event of accidents and ensuring that autonomous
vehicles and drones comply with national regulations.

The role of Al in logistics: The development of artificial intelligence (Al) in logistics brings opportunities for more
efficient management of transport networks, route optimization and cost reduction. The legislative framework
should support the development and application of Al technologies, while ensuring the ethical use of data and
the protection of privacy.

It is necessary for the Government to ensure understanding and synchronization with the governments of
neighbouring countries in activities aimed at improving efficiency and flow at border crossings.

In order for the supply chain to function on the international market, the Ministry of Construction, Transport
and Infrastructure should provide a greater number of transport permits, that is, consider abolishing the permit
system.
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Introduced | Significant Certain No

Recommendations: .
inthe WB: = progress progress progress

Excluding mobile telecommunications facilities from List 2 of the Regu-

lation on establishing the List of Projects Requiring a Mandatory Impact

Assessment and List of Projects that May Require an Environmental

Impact Assessment, so that instead of making an environmental impact

assessment for each individual base station, it would be sufficient to 2021 Vv
provide the competent authority with a notification on the installation

of the base station together with relevant technical data on the base

station, as well as measurement after its commissioning, where the local

self-government has the possibility of inspection supervision.

Abolition of spatial restrictions for the construction and installation
of mobile telecommunications infrastructure from spatial regulation
plans, in terms of determining the minimum height of antennas and the
minimum distance where base stations can be installed in relation to
neighboring buildings, given that there is no comparative practice of EU
countries for this, nor grounding in regulations and science.

2021 V

Amendments to the Rulebook on the limits of exposure to non-ionizing
radiation in order to harmonize the reference threshold levels with the 2023 N
ICNIRP recommendations.

Amendments to the Rulebook on sources of non-ionizing radiation of
special interest, types of sources, manner and period of their examination
for the purpose of changing the definition of the term “source of special
interest”, bearing in mind the negative interpretation unjustifiably related
exclusively to radio base stations, yet they are not the only sources of radi-
ation as well as in terms of defining the decision-making process of the
competent authority based on the Expert Assessment of Environmental
Load, without initiating the environmental impact assessment procedure.

2021 V

Education of expert departments, in cooperation with relevant minis-

tries and RATEL, at the level of local self-governments on the impact of

telecommunications devices on health and the environment and the 2021 V
application of special regulations relevant to the construction of radio

base stations.

Transition from a complicated administrative system of issuing nec-

essary permits to a system of recording (notification) through a single

point of contact in the form of a public portal and the establishment of a 2019 N
unified electronic procedure for reporting the installation of radio base

stations and confirming compliance with prescribed requirements.

Consultations between the government and the industry regarding the
model and timing of the public auction for the rights to use the radio
frequency spectrum designated for the development of 5G technol-
ogy — operators propose and advocate for a straightforward auction
model aimed at selling those bands that are most needed from the per-
spective of the technologies in use and market demands, with a price
that will facilitate the seamless development of new technology and its
rapid implementation, in line with positive examples from the region.

2021 V
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Recommendations:

Adoption of operators' comments on the draft Law on Amendments
to the Law on Fees for the Use of Public Goods regarding the calcula-
tion method for fees for the use of spectrum designated for new tech-
nologies, in order to ensure additional investments and expedite the
deployment and development of 5G technology.

A more active role of the government aimed at changing public opinion
about 5G technology.

Adoption of bylaws in accordance with the new Law on Electronic Com-
munications through a transparent procedure and involving the For-
eign Investors Council and operators, aimed at defining an optimal reg-
ulatory framework that will contribute to the further development of
the electronic communications market.

Adoption of the new Law on Broadband Infrastructure (harmonized
with Directive 2014/61/ EU on measures to reduce the cost of deploying
high-speed electronic communications networks, as well as with Direc-
tive 2018/1972 on the European Electronic Communications Code) and
Directive 2014/61/EU on measures to reduce the cost of deploying high-
speed electronic communications networks, which will define in detail
the rights to use and access the infrastructure.

When negotiating international agreements in the field of electronic
communications (particularly regarding roaming), it is necessary to
organize a process of public consultations and include industry repre-
sentatives in order to consider the technical specifics, deadlines and
financial implications, aimed at increasing business predictability.

Through the planned amendments to the Law on Copyright and Related
Rights, establish a more transparent relationship between organiza-
tions and fee payers due to the identified risk of unlimited growth in
flat-rate tariffs charged by the incumbent and the establishment of new
organizations for the collective exercise of copyright

The process of registration and deregistration with the “Do Not Call”
Registry must be carried out electronically without additional costs
on the part of the operator. It is necessary to consider the possibility of
amending Article 37 of the Law on Consumer Protection so that the pro-
cess of registration and deregistration with the “Do Not Call” Registry is
done in an electronic form, directly, without the participation of elec-
tronic communication operators.

Introduced | Significant Certain No

in the WB: progress progress progress
2023 )
2020 v
2023 V
2021 )
2019 v
2023 v
2022 N

Activities related to aligning the operating conditions of
economic entities operating in the telecommunications
industry with the new Law on Electronic Communications
marked the year 2024. The most significant amendments
pertain to the registration activities of prepaid users, which
enhance security and prevent the misuse of electronic
communication resources, as well as amendments that
facilitate greater use of e-solutions/e-services in the field of
telecommunications and improvements in communication

infrastructure. The new Law on Electronic Communications
stipulates that all operators have equal access to existing
infrastructure, while regarding infrastructure construction,
significant activities have been undertaken to improve reg-
ulations governing the construction of radio base stations,
alongside proposed amendments to specific bylaws on
non-ionizing radiation in the Republic of Serbia, and their
alignment with the regulations of the European Union .



The implementation of the new Law on Electronic Commu-
nications began on May 7, 2024, considering that economic
entities were granted a 12-month period for aligning their
operations with the new law from its effective date (May 7,
2023), while the relevant state authorities were granted a
period of 6 to 18 months to adopt bylaws that would ena-
ble full implementation of the law and more detailed regu-
lation of specific areas of operation.

During public consultations, a number of Rulebooks were
discussed by RATEL, many of which had already been
adopted by the time of writing this document.

In early January 2024, RATEL launched the “Do Not Call”
Registry, aimed at recording mobile and landline custom-
ers who do not wish to receive promotional calls or mes-
sages. In such a case, customers are expected to contact
their operator to have their phone numbers added to this
Registry and traders and promoters are obliged to check
the “Do Not Call” Registry before contacting any specific
customer to ensure that the number is not on the list of
numbers not to be called.

Throughout February 2024, the Ministry of Information and
Telecommunications worked on the following tasks:

Rulebook on the Technical Requirements for the Reg-
istration of End-Users of the Prepaid Service, which al-
lows the registration of prepaid users at business outlets
and other points of sale, as well as online through a ba-
sic-level electronic identification scheme. This Rulebook
entered into force on February 10, 2024, and the obliga-
tion to register prepaid users in the manner defined by
this Rulebook will start from February 10, 2025.

A working group was established to prepare a Draft
strategy for the development of the electronic com-
munications system in the Republic of Serbia by 2027,
including an Action Plan with the aim of preparing the
Draft text of this strategy. The public hearing on the
draft of this document was held from May 29 to July 2,
2024. The above draft document outlines objectives re-
lated to improving the electronic communication net-
work, enhancing gigabit connectivity, establishing a
supportive business environment, and mechanisms for
the implementation of new solutions and technologies
in the field of electronic communications. This Strategy
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was adopted and came into force on August 19, 2024.

A working group was formed to draft an Action Plan
for implementing the Strategy for the Development of
the Information Society and Information Security in the
Republic of Serbia 2021-2026, covering the period 2024-
2026. This Action Plan was adopted and came into force
on August 19, 2024.

Electronic communications operators participated in
the work of the Special Working Group aimed at estab-
lishing a system for the transmission of emergency in-
formation to citizens in case of announcement or occur-
rence of a threat of a natural disaster or technical and
technological accident, actively participating in pre-
paratory activities and testing the system to ensure its
efficient and timely operation upon launch, in accord-
ance with the schedule as defined by the relevant state
authorities.

In addition to these activities, the Ministry published a Pro-
posal for a Regulation establishing a Programme for the
Development of Broadband Communication Infrastructure
inrural and underdeveloped areas of the Republic of Serbia
for the period 2024-2026. The public hearing was held from
May 22 to June 12, 2024. A total of 1,503 settlements in the
Republic of Serbia with 225,180 households were identified
where intervention through capital incentives is poten-
tially justified, as fewer than 40% of these households have
access to next-generation broadband, as well as 1,323 set-
tlements with 46,416 households were identified as need-
ing intervention that could also be realized through capi-
tal incentives. This Regulation was published in the Official
Gazette on August 9, 2024.

Furthermore, the Ministry of Information and Telecommu-
nications continued its work in 2024 on drafting the Law
on Information Security to align with the EU Cybersecurity
Act and the EU NIS-2 Directive, which envisages measures
for a high common level of cybersecurity within the Euro-
pean digital single market. The draft Law on Information
Security foresees the establishment of an Office for Infor-
mation Security and the relocation of the national CERT
from RATEL to the Office for Information Security, starting
from January 1, 2026. The public hearing on the draft Law
on Information Security was organized from July 3 to July
23, 2024, while the adoption of the above law is expected
by the end of 2024.
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The expert group for reducing administrative barriers to
the installation of mobile telephony radio base stations,
which commenced work in 2022 and consists of members
from relevant ministries, local self-governments, technical
faculties, RATEL, and electronic communications opera-
tors, was inactive in 2024, but the activities to improve the
conditions for the installation of radio base stations were
carried out outside this working group through work and
collaboration between the Foreign Investors Council and
relevant ministries.

The Foreign Investors Council, in cooperation with the
School of Electrical Engineering, completed the Study for
the improvement of the national legal and implementa-
tion framework in the field of non-ionizing radiation, which
includes the definition of the proposed measures to reduce
administrative barriers to the installation of public mobile
telephony radio base stations in the territory of the Repub-
lic of Serbia. This study was presented to the relevant Min-
istry and RATEL. The study’s conclusions indicate inconsist-
encies in regulations of the Republic of Serbia and the need
for their improvement in line with regulations applicable in
EU countries.

Joint activities have continued, and to address administra-
tive barriers to the installation of public mobile telephony
radio base stations, the Ministry of Construction, Transport,
and Infrastructure in March 2024 adopted Guidelines for
local self-governments, instructing competent authorities
of local self-government units not to impose additional
restrictions in their planning and urban development acts
regarding the conditions and possibilities for the construc-
tion, i.e., installation of linear infrastructure facilities for
cable and wireless electronic communications and facilities
in their function (including radio base stations for mobile
telephony), in relation to the conditions defined by special
regulations governing the construction, i.e., installation of
linear infrastructure facilities for electronic communica-
tions and facilities in their function.

Additionally, in February 2024, the Ministry of Environ-
ment drafted Instructions directing local self-govern-
ment bodies not to require the operators to prepare an
environmental impact assessment study when, based on
the expert assessment of the environmental load, it can
be determined that the level of exposure to non-ioniz-
ing radiation is below the prescribed limits for a mobile
telephony radio base station for which an application has
been submitted.

At the meeting held in August 2024 between the repre-
sentatives of the relevant Ministry, the Ministry of Envi-
ronmental Protection, and the Foreign Investors Council,
an agreement was reached to amend bylaws governing
the protection from non-ionizing radiation, i.e., harmoni-
zation of the relevant acts with comparative practices in
the European Union and generally accepted international
standards.

Regarding the implementation of the Law on Planning and
Construction, delays in issuing location requirements and
building permits for installing fiber optic cables have been
observed with regard to the deadlines defined by regula-
tions in the field of planning and construction, particularly
in the City of Belgrade. This practice has a significant neg-
ative impact on slowing down the further development of
electronic communication networks and enabling users
to access services based on the application of modern
technologies.

The adoption of the New Law on Electronic Communica-
tions has created conditions for the continuation of activi-
ties on the drafting of the Law on Broadband Communica-
tion Infrastructure, within the working group that includes
representatives of the Foreign Investors Council and Oper-
ators. The enactment of this law will further improve the
legal framework, which will ensure more efficient construc-
tion of the electronic communication infrastructure neces-
sary for the further digital transformation of the Republic
of Serbia. Enactment of the Law on Broadband Communi-
cation Infrastructure is another step towards bringing the
operations closer to and harmonizing it with the European
Union regulations, given that this Law in one part foresees
the harmonization of operations with the Gigabit Infra-
structure Act (2024/1209/EU) as well as Directive 2018/1972
on the European Electronic Communications Code.

The adoption of this law is expected in Q2 2025.

The Foreign Investors Council expresses its expectation
that activities related to drafting this law will be conducted
transparently and efficiently, aiming to create optimal con-
ditions for sustainable construction and investment in tel-
ecommunications, particularly in 5G infrastructure across
Serbia.

The Ministry of Information and Telecommunications
(hereinafter: the Ministry) opened public consultations
on September 13, 2024 regarding the draft rulebook on



issuing licenses for the use of radio frequencies based
on public bidding', which is the most important regu-
latory act for the introduction of 5G technology, which
establishes the frequency bands, prices, coverage obli-
gations, and other key requirements for frequency use.
Although it was initially planned for the consultations to
last one month, the Ministry extended this period by an
additional 15 days upon request from the expert com-
munity, until October 29, 2024. The Council commends
the transparency of the public bidding process, which,
according to the draft rulebook, includes two phases:
the first in 2025, focusing on renewing existing frequen-
cies currently used for telecommunications services and
parts of the frequency spectrum designated for 5G (700
MHz, 2600 MHz, and 3400-3800 MHz), and the second in
2026, concerning the remaining 5G spectrum. The Coun-
cil expresses confidence that the spectrum auction will
be realized as soon as possible, but no later than the first
half of 2025.

The Foreign Investors Council of Serbia organized a
panel discussion in March 2024 under the FIC Insight
format, addressing the importance and impact of con-
tinuous investment in the mobile telecommunications
sector on service quality for customers, as well as its
role in the overall development of Serbia’s economy and
society. In addition to the representatives of the Foreign
Investors Council and mobile operators, the panel par-
ticipants included representatives of the relevant Min-
istry and RATEL. Based on an analysis of mobile phone
market indicators, it was established that the develop-
ment of electronic communication networks and infra-
structure in the Republic of Serbia is at a high level, with
the mobile telecommunications market experiencing
stable growth and strong competition among operators,
alongside decreasing data prices that are lower com-
pared to most countries in Europe.

Joint meetings of operators signatory to the EU — WB Dec-
laration on Roaming continued in 2024. According to RATEL
data on user traffic from mobile operators operating in the
Republic of Serbia, traffic has continuously increased over
the past three years, both locally and while roaming, which
is a direct result of reduced roaming service prices.

1 Draft Rulebook on the minimum requirements for issuing individual
licences for the use of radio frequency spectrum based on the
conducted public bidding procedure in the frequency bands 694-790
MHz, 880-915/925-960 MHz, 1710-1780/1805-1875 MHz, 1920-1980/2110-
2170 MHz, 2500-2690 MHz, and 3400-3800 MHz.
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The drafting of bylaws following the adoption of the new
Law on Electronic Communications takes place in a trans-
parent process, and the Foreign Investors Council wel-
comes the efforts of RATEL and the Ministry to ensure that
the public consultation process involves two-way commu-
nication and that the Report on completed public consul-
tations contains an analysis of the submitted comments
on the draft documents with detailed explanations, which
contributes to a higher quality approach and understand-
ing of the regulation of a particular area.

The inclusion of the Foreign Investors Council in the work
of the working group for the development of the Action
Plan for the implementation of the Strategy for the Devel-
opment of the Information Society and Information Secu-
rity in the Republic of Serbia 2021-2026, for the period 2024-
2026, as well as the working group for the development of
the Draft Strategy for the Development of the Electronic
Communications System in the Republic of Serbia until
2030 with an Action Plan, contributes to transparency and
a higher quality of these documents.

The support of the relevant Ministry for the activities of the
Foreign Investors Council and operators in improving regu-
lations in the field of environmental protection is significant
for enhancing the process during the construction of radio
base stations. In this regard, we welcome the adoption of the
Instruction on the application of the provisions of Articles
8-10 of the Law on Environmental Impact Assessment (“Offi-
cial Gazette of RS”, No. 135/04 and 36/09) in relation to Article
6 of the Regulation on Sources of Non-lonising Radiation of
Special Interest, Types of Sources, Method and Periods of their
Examination (“Official Gazette of RS", No. 104/09) for the instal-
lation of mobile telephony radio base stations. This Instruc-
tion provides more detailed guidance on the organization of
work and the methods of operation of employees in the local
self-government units, such that in cases where a professional
assessment of the environmental load indicates that the level
of exposure to non-ionising radiation is below the prescribed
limits for the mobile telephony radio base station for which
an application has been submitted to the competent local
self-government body, they should not require the operator
to prepare an environmental impact assessment study. Addi-
tionally, we welcome the support of the relevant Ministry to
the activities of the Foreign Investors Council aimed at draw-
ing the attention of the Ministry of Environmental Protection
to the fact that it is necessary to amend bylaws governing the
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area of non-ionising radiation, i.e., to harmonize these acts
with the comparative practice of the European Union and
generally accepted international standards.

The Foreign Investors Council welcomes the adoption of
the Regulation of the Government of the Republic of Ser-
bia on amendments and supplements to the Regulation on
the detailed regulation of the conditions that must be met
by electronic identification schemes for particular levels of
reliability. The Regulation introduced the possibility of ver-
ifying identity for issuing means of electronic identification
of basic reliability level using remote video identification.
Furthermore, the Regulation expanded the list of public
documents based on which identity verification is carried
out for issuing means of electronic identification, so that
it includes public documents for foreign nationals, thereby
harmonizing this bylaw with the provisions of the Law on
Electronic Communications, which prescribes the manda-
tory registration of end users of prepaid services.

Additionally, the Foreign Investors Council welcomes the
fact that the Government of the Republic of Serbia adopted
two strategic documents in August 2024, namely the Strat-
egy for the Development of the Electronic Communications
System for the period up to 2027, which establishes condi-
tions for the construction of a safe, reliable, and accessible
infrastructure for electronic communications, and the Action
Plan for the implementation of the Strategy for the Devel-
opment of the Information Society and Information Security
in the Republic of Serbia from 2021 to 2026, for the period
from 2024 to 2026, which aims to ensure a developed infor-
mation society and e-government serving citizens and the
economy, as well as to enhance the information security of
citizens, public administration, and the economy.

With the launch of the “Do Not Call” Registry, progress has
been made in improving the control of direct marketing
activities and the protection of consumer personal data.
Traders are now obliged to check the “Do Not Call” Registry
before contacting users to see if a particular phone number
is on the list of numbers not to be called. Operators who are
members of the Foreign Investors Council have provided
their customers with a simple and quick registration process
in the registry, in both electronic and traditional formats.

The issue of installation of radio base stations and the issues
of applying environmental protection regulations is still a sig-

nificant barrier in the construction of telecommunications
infrastructure and it is necessary to intensify activities based
on the conclusions of the Expert Group for the reduction of
administrative barriers to the installation of mobile teleph-
ony radio base stations and start the implementation of the
reform of this area as soon as possible, which will enable more
efficient installation of base stations as a prerequisite for the
implementation of 5G technology in the Republic of Serbia.

It is necessary to continue activities related to the drafting
and adoption of the Law on Broadband Infrastructure, which
should be harmonized with the Gigabit Infrastructure Act
(2024/1209/EU), as well as with Directive 2018/1972 on the
European Electronic Communications Code), which will spe-
cifically regulate issues such as a simplified procedure for
granting all necessary licences, coordination of ongoing and
planned construction works and publication of data on works
in real time through a single information point (a public portal
under the jurisdiction of public sector bodies); regulating the
operators’ right of access to publicly owned facilities and the
conditions of use of public facilities and public infrastructure
for the needs of accommodating the telecommunications
infrastructure (e.g., short-range wireless access points (WAS/
RLAN network); as well as to define in detail the rights of use
and access to the infrastructure. These activities are expected
to be implemented by the end of 2024, bearing in mind that
this would create the conditions for additional investments in
the field of telecommunications and at the same time ensure
quality Internet access for all citizens in our country.

Furthermore, certain activities need to be undertaken in
the upcoming period to address the existing problems
identified during the issuance of location requirements and
building permits for the installation of fiber optic cables,
especially in terms of exceeding the deadlines defined by
regulations in the field of planning and construction.

An important issue that is increasingly emerging with
the establishment of new organisations and the activities
of existing ones is also the disproportionately high fees
charged by organizations for the collective protection of
copyrights to the telecommunications industry. In this
regard, we would like to stress that the Draft Law on copy-
right and related rights does not contribute to the creation
of conditions for a better balance of power between organ-
izations and fee payers and that there is a risk of further
unlimited growth of growth in flat-rate tariffs charged by
the incumbent and the establishment of new organizations
for the collective exercise of copyright.
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Excluding mobile telecommunications facilities from List 2 of the Regulation on establishing the List of
Projects Requiring a Mandatory Impact Assessment and List of Projects that May Require an Environmental
Impact Assessment, so that instead of making an environmental impact assessment for each individual base
station, it would be sufficient to provide the competent authority with a notification on the installation of
the base station together with relevant technical data on the base station, as well as measurement after its
commissioning, where the local self-government has the possibility of inspection supervision.

Abolition of spatial restrictions for the construction and installation of mobile telecommunications
infrastructure from spatial regulation plans, in terms of determining the minimum height of antennas and the
minimum distance where base stations can be installed in relation to neighboring buildings, given that there
is no comparative practice of EU countries for this, nor grounding in regulations and science.

Amendments to the Rulebook on the limits of exposure to non-ionizing radiation in order to harmonize the
reference threshold levels with the ICNIRP recommendations.

Amendments to the Rulebook on sources of non-ionizing radiation of special interest, types of sources,
manner and period of their examination for the purpose of changing the definition of the term “source of
special interest”, bearing in mind the negative interpretation unjustifiably related exclusively to radio base
stations, yet they are not the only sources of radiation as well as in terms of defining the decision-making
process of the competent authority based on the Expert Assessment of Environmental Load, without initiating
the environmental impact assessment procedure.

Education of expert departments, in cooperation with relevant ministries and RATEL, at the level of local
self-governments on the impact of telecommunications devices on health and the environment and the
application of special regulations relevant to the construction of radio base stations.

Establishing a unified electronic procedure for reporting the installation of radio base stations and confirming
compliance with prescribed requirements, as well as creating a single point of contact in the form of a public
portal for all relevant stakeholders.

Conducting a public auction of radio frequency spectrum to renew the rights to use existing spectrum and
to acquire new radio frequency spectrum for 5G technology by no later than the end of the first half of 2025.
Operators propose and advocate for a straightforward auction model, with a price that will facilitate the
seamless development of new technology and its rapid implementation, in line with positive examples from
the region.

Continuing the existing positive practice of involving the Foreign Investors Council and operators in the
drafting of bylaws in accordance with the new Law on Electronic Communications through a transparent
procedure, aimed at defining an optimal regulatory framework that will contribute to the further development
of the electronic communications market.

Adoption of the new Law on Broadband Infrastructure (aligned with the Gigabit Infrastructure Act (2024/1209/
EU), as well as with Directive 2018/1972 on the European Electronic Communications Code, which will define in
detail the rights to use and access the infrastructure.
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When negotiating international agreements in the field of electronic communications (particularly regarding
roaming), it is necessary to organize a process of public consultations and include industry representatives in
order to consider the technical specifics, deadlines and financial implications, aimed at increasing business

predictability

Through the planned amendments to the Law on Copyright and Related Rights, establish a more transparent
relationship between organizations and fee payers due to the identified risk of unlimited growth in flat-rate
tariffs charged by the incumbent and the establishment of new organizations for the collective exercise of

copyright.

Recommendations:

Amendment to the part of the Decision on the Classification of Bank
Balance Sheet Assets and Off-Balance Sheet Items that refers to the
content of the borrower's credit file, which would take into account the
existence of the My Data for My Bank project and similar initiatives and
which would accept data from the database of competent state institu-
tions as credible proof of employment and earnings or pension of citi-
zens, and in the case of consumer loans of small value and statements
of citizens in digital form given under full material and criminal liability.

Enable the development and roll-out of the second generation video
identification encompassing biometric safeguards within the client vali-
dation framework. This move aims to bolster client security and catalyze
the development of digitalization in Serbia.

Enable the exchange of data between banks by the roll-out of open
banking / banking mobility concept, underscored by the significant
and central role of the National Bank of Serbia. Such an initiative would
let bank customers swiftly and effortlessly access necessary services,
amplifying market competition and resulting in a holistic enhancement
of services attuned to client necessities.

In order to improve the efficiency and security of operations, automated
data exchange between the public and private sectors should be ena-
bled. For example, enable data exchange between the Tax Adminis-
tration, the Social Security Register, and the Credit Bureau in order to
assess actual creditworthiness and protection against fraud. Also, ena-
ble the submission of documentation by service providers to citizens
through a unified electronic mailbox of eAdministration.

Introduced | Significant

in the WB:

2021

2020

2023

2021

progress

Certain
progress

No
progress



Recommendations:
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Reduce the cost of electronic archiving of company documentation
through the amendment of regulations along the lines of excluding the

largest part of business documentation because it is not relevant for cul-

ture, art, science and other categories of the Law on Archival Material and

Archival Activities.

In the implementation of the Law on Electronic Communications, the

Rules of Procedure on prepaid registration of mobile users should ena-

ble simple electronic registration of customers.

Amendment to the relevant Regulation that would allow banks to

become trusted service providers and for banking identity to be recog-

nized when issuing the Consent ID credentials.

Over the past year, artificial intelligence has maintained its
position as the most important topic in the field of digital-
ization. On the technological front, we're seeing the rise of
multimodal artificial intelligence, enabling users to interact
with Al through a combination of text, images, and voice in a
unified format, which marks a major step forward from ear-
lier models that were limited to text-based interactions. This
brings Al a step closer to replicating the human ability to pro-
cess information through multiple senses at the same time.

In the field of regulation, the European Union adopted the
Al Act in 2024 - the most comprehensive law in the field,
which is based on assessing the risks of Al systems in rela-
tion to fundamental rights, aiming to promote responsible
and transparent Al practices across the EU. The regulation
defines 4 levels of risk for Al systems: negligible (e.g., per-
sonalized offers in e-commerce), limited (e.g., chatbots),
high (e.g., systems used in transportation or healthcare),
and unacceptable (e.g., social scoring systems). Higher-risk
comes with stricter obligations, along with penalties, which
in case of use of prohibited systems with unacceptable risk
could lead to fines of up to 7% of a company'’s total global
annual revenue.

Another key aspect of this topic is sustainability and the
relationship between Al and energy and environmental
concerns. On one hand, Al use (data centers, cloud comput-
ing, etc.) consumes significant amounts of electricity. On
the other hand, Al models have the potential to optimize
energy consumption. For instance, in telecommunications,
Al can automatically shut off parts of base stations during
low-traffic periods.

Introduced | Significant Certain No
inthe WB: | progress progress progress
2021 v
2021 v
2022 v

Over the past year, the trend of increasing reliance on informa-
tion and communication technologies in daily life and busi-
ness has continued to grow. According to the Republic Statis-
tical Office, the number of households with internet access in
Serbia rose by 3,2% compared to the previous year, now reach-
ing 88,8% . In terms of online commerce, 51,8% of citizens
made purchases or orders online in the past 3 months, which
is @ 3.2% increase. The most common e-commerce transac-
tions remain the purchase of clothing and sports equipment.

In the past three editions of the White Book, we highlighted
the continued growth of online commerce since the pan-
demic period. A similar increase was recorded last year -
Data from the National Bank of Serbia shows that in 2023,
the number of dinar-denominated payment transactions
made by card online rose by 33.3% compared to 2022, while
the value of these transactions grew by 40.9% compared to
the previous year. In euro-denominated transactions, dur-
ing the same period, the number of transactions increased
by54,7%, while their value rose by42.2% . According to the
same report, data from the first 2 quarters of 2024 shows
similar year-on-year growth in the number and value of
transactions for both currencies.

In the summer of 2024, the Ministry of Science, Technologi-
cal Development, and Innovation launched a public consul-
tation on the Draft Strategy for the Development of Artifi-
cial Intelligence in the Republic of Serbia for the 2024-2030
period. The strategy recognizes the significance of Al across
all sectors of society, including its role in government admin-
istration and the public sector, with a focus on its use in edu-
cation and scientific research. The strategy also underscores
the importance of international cooperation, ethical regula-
tion, and further investment in infrastructure, which is now
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centered on the state data center and the national Al plat-
form (supercomputer). According to earlier announcements
from the Government and the Office for IT, one of the pri-
orities will be the development of artificial intelligence and
Electronic Government services in the healthcare sector,
with the goal of facilitating the creation of eHealth Record
(eKarton), eReferral (eUput), and eSick Leave (eBolovanje)
services. These services are intended to make the healthcare
system faster and more accessible.

Additionally, the Government has established a work-
ing group tasked with drafting the Draft Law on Artificial
Intelligence.

In the previous period, work began on amending the Law
on Electronic Government, which, among other matters,
will regulate the concept of smart cities as well as the use of
cloud technologies in public administration.

In the upcoming period, amendments to the Law on Elec-
tronic Document, Electronic Identification and Trust Services
in Electronic Business are also expected, aiming to align this
legislation with the EU’s elDAS 2 regulation. This regulation
introduces digital wallets for secure storage of certificates and
digital identities, as well as broader application of electronic
identification schemes in both the private and public sectors.

As of September 2024, the number of citizens with accounts
on the Electronic Government eUprava portal has reached
2.3 million. This increase is partly due to the growing num-
ber of services supported by the Electronic Government
eUprava portal, which continue to expand, making it easier
for citizens to access a wide range of services in both the
public and private sectors.

The Rulebook on Prepaid Registration for mobile numbers
has established the possibility of registration using basic-
level electronic identification schemes. This will enable a
significant portion of the millions of prepaid SIM cards to be
registered remotely, without requiring users to visit kiosks
or mobile operators’ offices, marking one of the largest
opportunities for the use of digital identity in the business
sector. The Ministry of Information and Telecommunications
has also amended the Regulation on closer conditions that
the electronic identification schemes must fulfill for certain
levels of reliability. The main changes pertain to the ability
to verify identity through video identification mechanisms,

and this change certainly contributes to legal security. Addi-
tionally, the range of documents for foreign nationals that
can be used to apply for electronic identification schemes
has been expanded, resolving discrepancies between the
Regulation and the Rulebook on Prepaid Registration.

Regarding Electronic Government services, as of 2024, all
businesses in Serbia have been assigned a unique eMailbox
(eSanduce) linked to their business address registered with
the Business Registers Agency (APR). A notification of the
delivery of an electronic document to the eMailbox is sent
to the registered email address of the business, after which
the document can be downloaded from the Electronic
Government portal (eUprava).

As for new services, last year, the Ministry of Internal Affairs
launched 8 new services, mostly related to declarations
and consents concerning residence and domicile.

While healthcare remains a key focus of government initia-
tives in the Al domain, 2024 also saw the beginning of the
migration of software systems containing patient health
data to the State Data Center, ensuring that this data will be
properly secured in accordance with all security standards.
We hope that this initiative will continue, as it concerns par-
ticularly sensitive personal data.

In last year’s edition of the White Book, we pointed out issues
with regulations on archiving, specifically with the Regula-
tion on Uniform Technical-Technological Requirements and
Procedures for Storing and Protecting Archival Material and
Documents in Electronic Form, which was adopted based
on the Law on Archiving and came into effect on January 1,
2024. This regulation introduced a costly and complex pro-
cess for archiving electronic documents, which requires,
among other matters, that each individual document be
sealed with a qualified electronic time stamp provided by
an authorized trust service provider. The anticipated costs
of implementing an electronic archiving system and apply-
ing a qualified time stamp to each document threatened to
approach or even exceed the costs of managing a physical
paper archive. In these circumstances, the motivation for
businesses to transition from paper to electronic business
was called into question. However, in the final days of 2023,
the regulation was amended so that only documents sub-
ject to permanent retention are required to go through this
process, including the qualified time stamp, while the integ-
rity of documents stored for a limited time will be confirmed
more simply, using a qualified electronic signature.



Since January 1, 2023, the full implementation of eln-
voices (eFaktura) in the business sector has replaced paper
invoices through the use of the Ministry of Finance’s SEF
system, significantly reducing administrative burdens. In
addition to this advantage, the digitization of invoice trans-
actions has led to increased transparency in both retail and
wholesale transactions, thereby reducing opportunities for
the gray economy. Moreover, it is expected that this will
streamline the VAT refund process and reduce the costs of
invoice storage, as they will now be stored electronically
instead of on paper. A positive outcome of the introduc-
tion of elnvoices (eFaktura) is the significant increase in the
number of users of qualified electronic certificates in our
country since the system was launched.

The Government of the Republic of Serbia and the Office
for IT and Electronic Government, as the central body
responsible for coordinating Electronic Government activi-
ties, managing public IT infrastructure, and ensuring infor-
mation security, continue to implement the digital agenda.

Among the new services introduced is the “Freelancers”
portal, which allows individuals earning income from pro-
viding services domestically and abroad to easily submit tax
returns. It is estimated that the number of freelancers in Ser-
bia is around one hundred thousand. Additionally, an e-ser-
vice called “I Protect You” (Cuvam te) has been introduced,
allowing for the reporting of violence. This service connects
schools, social work centers, police stations, and healthcare
institutions, all with the goal of preventing violence among
children and minors. Lastly, in 2023, services such as eConsent
(eSaglasnost) for issuing documents for children, residence
registration, eCitizenship (eDrzavljanstvo), and obtaining
extracts from the civil registry were also introduced.

As part of the regional Open Balkan initiative, a service related
to the “Open Balkan Identification Number” was made availa-
ble on the Electronic Government eUprava portal. This allows
Serbian citizens with a digital identity on the portal to gener-
ate this identifier, which can be used for Electronic Govern-
ment services in North Macedonia and Albania. Conversely,
citizens of these countries with the Open Balkan Identification
Number can access the labor market in Serbia.

In recent years, some key state institutions and public
enterprises, such as the Real Estate Cadastre (RGZ) and
Electric Power Industry of Serbia (EPS), have been the tar-
gets of hacker attacks, which have caused significant oper-
ational issues and disrupted service delivery to citizens. By
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depositing EPS's source code in the State Data Center, a
positive step has been taken to ensure that EPS now has a
secure backup of its information systems, which will allow
for business continuity and better responses in case of new
unforeseen circumstances.

In the financial services sector, the trend of further develop-
ing digital services and regulatory solutions continues, sup-
porting further modernization and digitization. More details
can be found in the articles “Payment Services” and “Con-
sumer Protection in Financial Services” in this edition of the
White Paper. Here, we will highlight a few key novelties.

During the preparation of this year’s edition of the White
Book, draft amendments to the Law on Protection of
Financial Services Consumers were being prepared, mark-
ing another step toward digitalization. In line with market
needs, the limit for concluding distance contracts has been
increased from 600,000 dinars to 1,200,000 dinars for loans
and up to 2,400,000 dinars for deposits.

At the end of July, amendments to the Law on Payment
Services were adopted, aimed at improving the security,
efficiency, and reliability of payment services, aligning with
European standards, and providing additional protection
for consumers. Of particular note is the introduction of the
concept of open banking, which enables greater integration
and interoperability between different payment service pro-
viders. The amendments to the law introduce stricter secu-
rity measures, including strong customer authentication,
which requires the use of at least two of the following three
elements: knowledge, possession, and inherence. These
amendments are expected to significantly improve the
existing legal framework and enable further development
and modernization of payment services in Serbia.

In previous editions of the White Book, special emphasis
was placed on the digitization of promissory notes, and the
Central Registry of e-Promissory Notes for legal entities is
expected to begin operations soon.

After the successful implementation of the “My Data for
My Bank” (Moji podaci za moju banku) project, based on
data exchange between the public and private sectors, the
Telecommunications and Digital Economy Committee sees
opportunities for further digitalization of business pro-
cesses through similar initiatives.
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The procedures in public administration have been signif-
icantly accelerated by connecting state institutions and
enabling automatic document exchange. We believe that
similar cooperation between banks, mobile operators,
insurance companies, and other economic entities with
state bodies could contribute to greater efficiency and
security in business operations. Examples of such poten-
tial include data exchange with the Tax Administration, the
Social Security Register, and the Credit Bureau to assess
actual creditworthiness and prevent fraud, verifying the
validity of ID cards via the Ministry of Internal Affairs (MUP)
when concluding contracts, or using the Electronic Govern-
ment’s eMailbox (eSanduce) for document delivery.

In the last five years, significant progress has been made in
terms of regulations governing Electronic Business. How-
ever, regulations in other areas often act as barriers to fur-
ther business digitalization. These regulations are difficult
to change, as they are often based on the mistaken belief
that paper is a safer and more transparent form of docu-
mentation than electronic documents.

In conclusion, we note that considerable effort and pro-
gress have been made to enable further digitalization of
the economy and public sector in recent years, and there
is a clear willingness from all state institutions to continue
in this direction.

Increase information security within public administration and state-owned enterprises to ensure the
uninterrupted functioning of these entities and prevent the misuse of citizens’ data.

Enact a new Law on Information Security and align it with the EU’s NIS2 Directive.

Pass a Law on Artificial Intelligence that will regulate the application of this technology in a way that promotes
innovation while respecting human rights and freedoms. Establish mandatory risk assessment mechanisms and
prior testing of systems used in critical infrastructure sectors, as well as in sensitive areas such as healthcare.

Enable the development and introduction of second-generation video identification through biometric
protection as part of client verification processes, with the goal of further improving client security and fostering

the continued development of digitalization in Serbia.

Reduce the costs of electronic archiving for business documentation by amending regulations to exempt most
business documentation, as it is not relevant to culture, art, science, or other categories defined by the Law on

Archival Materials and Archival Activities.
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REAL ESTATE AND

CONSTRUCTION

Living conditions and environmental quality are becoming
key issues for all of us today, not only as businessmen, but
also as citizens of the Republic of Serbia.

It is particularly important that regulations regarding con-
struction clearly define concepts such as “green construc-
tion” and other elements of the green agenda. In this con-
text, implementing energy efficiency standards, using
sustainable materials and technologies, as well as careful
waste management, water protection, and air quality con-
trol are becoming essential innovations in the field of real
estate planning and construction.

In terms of improving the conditions for investment in
the construction sector, the improvement of the reqgu-
latory framework for solving the issue of property rela-
tions on land and the abolition of the conversion of the
right of use to the right of ownership on construction
land for the widest range of people represents an impor-

Recommendations:

CONSTRUCTION

tant step forward in this area. Visible progress has also
been made in the energy sector, through the introduc-
tion of electronic services for the procedures for issuing
and extending energy permits, acquiring the status of a
privileged producer of electricity, as well as procedures
related to the preparation of an environmental impact
assessment study.

One of the goals to be achieved in the coming period is the
modernization of the Cadastre lines and bringing it closer
to users, by introducing functionalities similar to those in
the Real Estate Cadastre, as well as further improving effi-
ciency in all administrative procedures.

The Committee focus will be on supporting the reform of
the Real Estate Cadastre, improving efficiency and time
for obtaining construction permits, as well as continuing
cooperation with the Ministry of Mining and Energy on the
green transition and decarbonization of the economy.

Certain No
progress progress

Introduced | Significant
inthe WB: | progress

It is necessary for the authorities responsible for issuing use permits
for a facility in the unified procedure to accept other evidence (such
as expert reports, written confirmations from the electricity distribu- 2023 V
tion company - EDB and/or EMS) that the related infrastructure for the

respective facility has been built.

It is necessary for the authorities responsible for issuing permits in the
unified procedure to issue them with appropriate content that will, in
accordance with applicable regulations, enable the registration of own-
ership rights for investors on newly constructed facilities (especially
when dealing with complexes with multiple buildings and utility net-

works) without the need for additional delays and expenses to obtain

additional specific documentation (expert opinions, etc.) confirming
what the construction/use permits refer to (by comparing the permit
with the project based on which the permit was issued). They should
also promptly provide the issued permits to the relevant cadastral
authorities or utility departments (in the case of constructed utility net-

works) for implementation on an official basis.
LEGALIZATION

It is necessary to amend the Legalization Law in order to limit the pro-

hibition of disposal to buildings that cannot be legalized, as well as to

delete the provision that provides for rejecting a request for legalization

if the legalization is not completed by 2023.

It is necessary that the Decision on legalization has the power of a con-

struction permit and a use permit, which would be acknowledged by

2021 V
2021 v
2021 V

appropriate content of the decision (without an additional technical

examination /obtaining of a special permit to use).
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Recommendations:

The provisions of the law should be amended to introduce alterna-

tive means of proof for underground utility networks, such as project
documentation of the completed facility, which was prepared before

November 2015.
SUBCONTRACTOR'S LICENSE

Enactment of rulebook on issuance of licences for constructing build-

ings for which the municipalities issue construction permits and clar-
ify the obligation of subcontractors engaged by a contractor to hold
licenses which are already held by the contractor and vice versa.

The focus of the Foreign Investors Council (FIC) remains on
the implementation of the Planning and Construction Law,
and in particular the permitting procedure, construction
land status and legalization of buildings.

The issue of property rights and mixed forms of private
and public property remains a substantial obstacle in the
construction sector in Serbia. Until 2009, the state was the
sole owner of urban construction land, and the only right
that someone could have had to this land was a permanent
right of use, or a long-term lease of 99 years.

The Planning and Construction Law was amended several
times in the past few years.

The recently adopted Law on Amendments and Supple-
ments to the Law on Planning and Construction introduced
several important changes in the field of construction. By
implementing these novelties, it is expected simplification
of the process of issuing construction permits, improve the
energy efficiency of buildings, reduce negative impacts on
the environment (including in relation to construction and
demolition waste management), and encourage the devel-
opment of sustainable practices in the construction industry.
It seems that both the construction industry and the public
administration were unprepared for the changes related to

Introduced | Significant Certain No

in the WB: progress progress progress
2023 )
2021 v

waste management, but as the time goes by, it is expected
that the novelties will improve the overall construction sec-
tor, with emphasis on sustainable development.

The Legalization Law from 2015 stipulates only two options
for illegally built facilities - demolition or full legalization.
This law was significantly amended in 2018, with the pro-
hibition of disposal on illegal buildings. The 2023 amend-
ments addressed the issue of prohibition of connection of
illegally constructed buildings to the electricity grid, gas
network, and/or district heating, water supply and sewage
system. In the meantime, the 2023 deadline for the comple-
tion of the legalization process was declared null and void
by the Constitutional Court - this came as logical result,
given that the legalization applicants are not in control of
the process, so they should not suffer the consequences if
the administration fails to complete the legalization pro-
cess by the set deadline (2023).

The new Law on Amendments and Supplements to the
Law on Planning and Construction has been adopted, with
the expectation of further contributing to the growth of
the construction sector.

The most significant improvement introduced by the
new law is the abolition of the conversion of the right of
use into the right of ownership of construction land with
compensation (conversion of construction land with com-
pensation) for certain entities. This primarily includes legal
entities privatized based on laws regulating privatization,
bankruptcy, and enforcement procedures, as well as their



legal successors in terms of status, and individuals who
acquired the right of use of the land after September 11,
2009, by purchasing a building with the accompanying
right of use from privatized legal entities.

An important innovation and improvement is the recog-
nition and definition of the concept of “green construc-
tion” and other elements of the green agenda. Planning
and construction of buildings must now take into account
energy efficiency, sustainable materials and technologies,
waste management, water and air protection, and similar
considerations. In that regard, the new law introduces the
obligation of obtaining energy passports for all properties
that will be constructed after its enactment. Even pre-exist-
ing structures are not exempt from this requirement, with a
grace period provided for obtaining energy passports. The
legislator seeks to implement this obligation through an
additional legal provision that mandates the attachment of
an energy passport to all future notarizations of sales and
lease agreements as an integral part of the documentation,
and failure to comply with the aforementioned obligations
may result in financial penalties.

Another improvement brought by the new law is the
“E-space,” which refers to the information system for spatial
planning and construction. The introduction of this system
is expected to facilitate the processes of issuing construc-
tion permits and other necessary approvals.

Recently, there has been a noticeable slowdown in construc-
tion and a decrease in the number of issued construction
permits. On the other hand, there is also a noticeable ten-
dency towards facilitating the process of issuing permits.

Additionally, there is a noticeable trend within the law to
regulate new technological solutions in the field of “green
construction.” In this regard, the new law explicitly outlines
the procedure for installing electric vehicle chargers on
privately-owned land. The finer details of this service are
yet to be addressed by the Ministry for Mining and Energy
through the secondary legislation.

Construction and demolition waste management has seen
significant regulatory development in the past period -
most importantly, construction permits are now condi-
tioned with approval on waste management plan, and use
permits are conditioned with documents on movement of
(hazardous) waste.
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Building the related infrastructure for facilities, which is a
prerequisite for obtaining a use permit, often presents a
challenge in practice, with the requirement to provide the
use permit as the sole valid proof that the relating infra-
structure is constructed. Such issues can negatively impact
construction timelines and the acquisition of use permits,
significantly increasing construction costs for investors.

The authorities responsible for issuing permits in the uni-
fied procedure currently issue them with content that pre-
vents the registration of ownership rights for investors on
the entire newly constructed facilities. Instead, additional
specific documentation (expert opinions, etc.) must be
obtained by the investor to confirm to which parts of the
newly built building the construction/use permits refers
(usually by comparing the permit with the project based
on which the permit was issued).

New by-laws have now made the consent to environmen-
tal impact assessment a condition for construction permit.
This is not fully aligned with the Environmental Impact
Assessment Act, which allows such consent to be provided
either at the time of construction permit, or later, at works
commencement notification. Also, the Planning and Con-
struction Act itself, in part related to works commence-
ment notification, requires this consent. Thus, for the sake
of legal certainty, it is necessary to reconcile the environ-
mental and construction regulations.

Length and complexity remain the key challenges of the
legalization process.

Prohibition on disposal has created a problem when the
title holder of an illegal building and the title holder of the
land are not the same person. The Law should be amended
in order to enable the legalization of such buildings when
there is consent of both sides. Also, it is necessary to recon-
sider whether the prohibition on the disposal of illegal
buildings should be limited to buildings that cannot be
legalized because in practice, the existing prohibition
significantly complicates legal transactions in situations
where legalization is possible and hence such prohibition
is not justified.

The Law is ambiguous on the issue of whether a decision
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on legalization substitutes a construction permit and a use
permit. Such ambiguity has resulted in problems with e.g.
obtaining energy license.

Finally, the law stipulates that only buildings visible on sat-
ellite image of the territory of the Republic of Serbia from
2015 are subject to legalization. However, the law fails to
adequately regulate the legalization of underground facil-
ities, such as underground utility networks. As a result, the
competent authorities reject the legalization of under-
ground utility networks since such facilities are not visible
on the mentioned satellite image.

Contractors from EU countries face significant challenges
when participating in tenders related to projects financed
by the international financial institutions in Serbia. To per-
form designing or construction works for complex infra-
structure projects in Serbia, EU contractors need to obtain
a specific license for designing and executing construction
works for such projects (Big License). This requirement is
highly burdensome, time consuming and practically unfea-
sible for EU contractors involved in these works to obtain
Big License, which is why EU contractors cannot directly
participate in this kind of projects in Serbia. Instead, they

engage in joint organisations or joint ventures with Ser-
bian contractors/subcontractors. Consequently, Serbian
domestic contractors and subcontractors are engaged to
fulfil these activities even though they lack required know
how, which causes delays in the construction process.
These delays result in significantly increased costs and pro-
ject timelines, negatively impacting the overall success and
efficiency of the financed projects.

The lack of precision regarding the obligation to obtain a
license for contractors and subcontractors leads to uneven
and unclear practice. The question arises as to whether sub-
contractors are obliged to obtain the license in cases when the
main contractor (an entity with whom the investor entered
into a direct construction agreement for the whole works)
holds the license, as well as whether the main contractor is
obliged to have license if its subcontractors hold appropriate
licenses. The answer to this question does not only affect the
existence of the obligation to initiate the process of obtaining
the license, but also other aspects of the subcontractor’s and
contractor’s business, especially if it is a foreign entity.

In addition, it is necessary to enact the rulebook regulat-
ing issuance of the licences for construction buildings for
which the municipalities issue construction permits.

these exceptions, disposal should be possible.

It is necessary for the authorities responsible for issuing use permits for a facility in the unified procedure to
accept other evidence (such as expert reports, written confirmations from the electricity distribution company -
EDB and/or EMS) that the related infrastructure for the respective facility has been built.

It is necessary for the authorities responsible for issuing permits in the unified procedure to issue them with
appropriate content and enable the registration of ownership rights for investors on the entire newly constructed
facilities without obligation of investor to obtain additional specific documentation (expert opinions, etc.). They
should also promptly provide the issued permits to the relevant cadastral authorities or utility departments (in
the case of constructed utility networks) for implementation on an official basis.

Amendments to the Legalization Law in order to limit the prohibition of disposal only to buildings that cannot be
legalized. To that end, the legalization administration should, upon request of the applicant, issue a certificate,
stating whether a relevant building falls under exceptions which cannot be legalized - in case it is not within

It is necessary that the Decision on legalization has the power of a construction permit and a use permit.
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o The provisions of the law should be amended to introduce alternative means of proof for underground utility
networks, such as project documentation of the completed facility, which was prepared before November 2015.

Licenses for performing construction activities

o Enactment of rulebook on issuance of licences for constructing buildings for which the municipalities issue
construction permits

o Clarification that if a subcontractor engaged by a contractor has required license, then the contractor is not
obliged to have that license, and vice versa;

© Provision of the current Planning and Construction Law, that require foreign contractors to obtain Big Licenses
for complex infrastructure projects, should be amended in order to allow contractors from EU to participate
in tenders and perform design/construction works for the projects financed by the international financial
institutions without facing the cumbersome licensing process. The amendments can be implemented through:

(i) adoption of the Law on Amendment of the Planning and Construction Law;

(i) lex specialis, modelled after the existing Metro Law, which permits the use of foreign licenses for metro
construction projects; or

(iii) The law on indebtedness', for a financing of specific project, may include a provision, similar to the Met-
ro Law, enabling designing, supervision and construction works for EU contractors for specific project.

1 Loan agreements with international financial institutions, for financing of construction of specific project in Serbia, are concluded in the form on
the law on indebtedness adopted by the Parliament, which by its form and substance represents lex specialis.

—

top 1
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Recommendations:

The Law on Financial Leasing must be harmonized with current real
estate regulations, in particular in terms of the possibility of registering
an existing real estate lease in the real estate cadastre, which must be
clearly prescribed by the Law on the Registration Procedure with the
Cadastre of Real Estate and Utilities. Also, by elaborating the tax legisla-
tion, the state should create a more favourable climate for implement-
ing financial leasing in the real estate sector.

The Law on Mortgage needs to be amended to explicitly regulate the
procedure and consequences of amendments to registered mortgages,
to regulate some of the more flexible types of mortgages envisaged by
comparative law, such as conditional, credit and continuous mortgages,
and allow a mortgage to be registered as collateral for multiple claims
on different legal grounds, and for different creditors’ claims.

The rights of the tenant in the case of extrajudicial enforcement should
be specified.

The Law on Mortgage needs to be amended to simplify the require-
ments in relation to the mandatory elements of the mortgage docu-
ment pertaining to the secured claim, i.e., not to require more than the
amount, currency and interest (if any). Further, adequate language to be
stipulated for future claims by e.g., specifically allowing registration of

Introduced | Significant Certain No

in the WB: progress progress progress
2009 Vv
2018 v
2018 v
2021 Vv

maximum future secured amount.

The adoption of the Law on Mortgage in 2005 represented
a significant step forward in terms of mortgage rights in the
Republic of Serbia. The law provided a more comprehen-
sive regulation of an area of law that, due to obsolescence
and inadequacy of provisions in the Law on the basis of
Property Law Relations, had previously represented a legal
gap in our legislation.

The last amendments to the Law on Mortgage were made
during 2015. Despite some general criticism that these
changes were not far-reaching enough, the problems that
emerged in practice after the adoption of the Law on Mort-
gage still persist.

Significant progress has been made regarding the proce-
dure of registering mortgages in the real estate cadaster,
which was amended with the adoption of the Law on the
Procedure for Registration in the Cadastre of Immovable

Property and Utilities in 2018. Additionally, the digitaliza-
tion of processes in the real estate cadaster has had a posi-
tive impact on the speed of the mortgage registration pro-
cedure. Additionally, the real estate cadastre offices have
started to suspend the process upon requests for the reg-
istration or change of a mortgage due to incomplete doc-
umentation, instructing the creditor to contact a public
notary to provide the requested supplement. This shortens
and simplifies the registration process, eliminating the obli-
gation to submit a completely new request.

However, as there have been no regulatory changes for an
extended period of time, we can no longer consider the
digitalization of processes as progress in this field.

Financial leasing of real estate, introduced by the amend-
ments to the Law on Financial Leasing in 2011,. The finan-
cial leasing of real estate, introduced by amendments to
the Law on Financial Leasing 2011, has not yet taken root
in practice. The legal framework concerning financial leas-



ing of real estate is not sufficiently elaborated, thus making
financial leasing of real estate practically non-functional in
practice.

There has been no significant progress or improvement in
this field.

A situation where the registration of one mortgage as col-
lateral securing multiple claims on different grounds and
also by multiple creditors has not yet been explicitly reg-
ulated. Issues related to setting up a mortgage to secure
claims of multiple creditors have appeared as a conse-
quence of the opinion of public notaries that such a mort-
gage may be set up only in cases when the claims of differ-
ent creditors have the same legal basis.

Similarly, a common issue in practice is the removal of a
mortgage that has been established on multiple different
properties through the waiver of the mortgage creditor,
given that the law does not stipulate the right of the mort-
gage creditor to waive the mortgage on individual proper-
ties, but only on the mortgage as a whole.

The form of the mortgage document has not been reg-
ulated in a satisfactory manner yet. Given that the only
requirement for a real estate sale contract is that it should
be solemnized by a notary public, there is no policy reason
why the same practice should not be applied to the mort-
gage documents as well.

The requirements of the Law on Mortgage in relation to the
mandatory elements of the mortgage document are too
excessive and inadequate for claims other than the loans.
Further, such requirements are completely inadequate for
future claims.

Given that the mortgage creditor can choose whether to
activate their pledge based on the Law on Mortgage or
the Law on Enforcement and Security interests, one should
consider the differences in the legal position of the credi-
tor and the rules of these procedures. The mortgage sale
procedure is more cost-effective, with lower expenses, and,
if chosen, may achieve a more favourable price compared
to public sales in enforcement proceedings. On the other
hand, the enforcement procedure is significantly more effi-
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cient, legally secure, and precise than the mortgage sale
procedure. In the enforcement process, the role of the pub-
lic enforcement officer, their authority after the sale of the
real estate, and the possibilities of vacating the property
are concisely prescribed, whereas such provisions are lack-
ing in the mortgage sale procedure, often causing issues
in practice.

Considering all the aforementioned, the Law on Mort-
gage should provide a safer and more comprehensive way
to conduct extrajudicial sales, providing creditors with a
higher level of security, thereby reducing their reliance
on enforcement proceedings and judicial sales in the vast
majority of cases.

Moreover, mandatory elements of the mortgage deed give
rise to other problems. Namely, if a creditor chooses to ini-
tiate an enforcement procedure, they are obliged to quote
the mortgage statement in its entirety as it was given,
including all spelling and description errors of the property,
as they were listed in the real estate cadaster at the time the
mortgage statement was issued. This represents a burden
due to outdated descriptions and figures that no longer
correspond to the cadastre’s current state, and it creates
issues concerning the courts’ interpretation of rights and
poses problems when calculating interest in the mortgage
statement.Starting from 2024, a new trend in judicial prac-
tice has been observed, whereby, after the submission of
an execution proposal describing the property according
to the content of the mortgage statement, and of course
indicating the current status of the real estate cadastre, the
execution creditor is required to supplement the proposal
by providing a certificate of the property’s movement, spe-
cifically proof that the property described in the mortgage
statement is identical to the property listed in the execu-
tion proposal. This situation extends the timeframe for
making a decision on the execution, creating an additional
obligation for the creditor.

The interest problem in mortgage statements became
evident when the courts began rejecting enforcement
motions concerning interest. This issue emerged because
creditors submitted enforcement motions based on the
mortgage statement, where they quoted the statement in
the binding part of the motion to make it identical to the
given statement. Consequently, creditors sought interest in
the same manner as it was stipulated in the contracts. How-
ever, the somewhat descriptive nature of this description is
assessed by the court as undecided.
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All the foregoing could be partially resolved in favour of
the creditor and legal certainty if the Law on Mortgage pro-
vided for different mandatory elements of the mortgage
deed.

The position of the tenant in the case of an out-of-court
settlement of a mortgage is not entirely clear. Unlike the
Law on Enforcement and Security interest which explic-
itly states that the tenant can be evicted unless his lease
is registered in the cadastre before all the mortgages and
enforcement orders, the Law on Mortgage is silent on this
matter. Thus, this implies that the general regime from the
Law on Contacts and Torts applies, meaning that the lease
agreement survives out-of-court foreclosure if the tenant
was already in possession of the mortgaged property.

There is no possibility for mortgage creditors to mutually
agree on the change of the order of registered mortgages
or to carry out the substitution without deleting them from
the real estate cadaster records. The only method provided
by the law in this case is the deletion of the registered mort-
gages, the notarization of new mortgage statements, and
the subsequent registration of mortgages in the real estate
cadaster, which may result in mortgage creditors losing pri-
ority in the collection of their claims.

Finally, the Law on Mortgage has not explicitly stipulated
more flexible forms of mortgage that exist in comparative
law, deposits, credits or continuing mortgages, as well as
the (im)possibility and effects of annexing existing mort-
gage documents.

The Law on Financial Leasing must be harmonized with current real estate regulations, in particular in terms of the
possibility of registering an existing real estate lease in the real estate cadastre, which must be clearly prescribed
by the Law on the Registration Procedure with the Cadastre of Real Estate and Utilities. Also, by elaborating the
tax legislation, the state should create a more favourable climate for implementing financial leasing in the real

estate sector.

The Law on Mortgage needs to be amended to explicitly regulate the procedure and consequences of
amendments to registered mortgages, to regulate some of the more flexible types of mortgages envisaged by
comparative law, such as conditional, credit and continuous mortgages, and allow a mortgage to be registered
as collateral for multiple claims on different legal grounds, and for different creditors’ claims.

The rights of the tenant in the case of extrajudicial enforcement should be specified.

The Law on Mortgage needs to be amended to simplify the requirements in relation to the mandatory elements
of the mortgage document pertaining to the secured claim, i.e., not to require more than the amount, currency
and interest (if any). Further, adequate language to be stipulated for future claims by e.g., specifically allowing

registration of maximum future secured amount.

The Law on Mortgage needs to be supplemented regarding the possibility for mortgage creditors to agree on
the change of the order of registered mortgages without deleting them from the real estate cadaster records.
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Introduced | Significant Certain No

Recommendations: in the WB: progress progress progress

It is necessary to continue with intensive work in order to achieve uni-

formity of practice and clear implementation of the law for additional

acceleration and predictability of cadastral procedures, including find- 2021 V
ing an adequate solution to overcome problems with the registration of

utilities built in accordance with former regulations.

It is also necessary to allow professional users to schedule more than
one appointment per day through the "eZakazivanje" system, in order
to submit the requests in person on the cadastre premises and/or more
than one appointment for waiving the right to appeal in the cadastre
premises. The problem is systemic, bearing in mind that it is prohibited
to schedule more than one appointment during the day through the
same IP address, and solving this system can greatly facilitate measures
business and communication of large systems with the cadastre.

2022 v

It is necessary to establish an efficient system for the resolution of cli-

ents' requests and simplify the manner of submitting updates to the

so-called notary cases or introduce the obligation for the notaries to 2022 V
add the documents necessary for the completion of registration to the

documents they are certifying.

It is necessary to find a systemic solution as soon as possible in order
to solve all backlogged first-degree and second-degree cases. Con-
sider transferring the procedure for the validation of documents related
to real estate from the unregulated market to other holders of public 2018 Vv
authority and open a public debate on the reform of the Real Estate
Cadastre as a service that only formally registers rights to real estate,
archives registration documents and delivers its decisions to the parties.

It is necessary to allow full control of registration procedure by the par-
ties in the case which was initiated by a notary, as it is just a service per- 2021 V
formed by notaries.

Electronic base for utility cadastre should be accessible to the public or

registered users, as it has already been done with the real estate cadas-

tre, with the possibility of issuing excerpts from the utility cadastre (as 2022 V
it has been done with real estate sheets that are issued from the real

estate cadastre).

It is necessary to register all utilities (@and rights to them) in the Util-

ity Cadastre without delay, i.e. enter the utilities registered so far into

the existing software Utility Cadastre, and previously resolve all open 2019 V
issues and introduce uniformity bot regarding the registration of under-

ground reservoirs and other issues where uniformity does not exist.

Geodetic organizations should get the right to issue official copies of
cadastral plans and cadastral plans of utility lines (in the same way as
they can issue extracts from the electronic database of the Real Estate
Cadastre), and not that the only way to obtain them is by submitting a
request to the cadastre of lines by geodetic organizations (or other pro-
fessional users), whose issuance can take up to several days.

2021 v
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Recommendations:

The new format of the extract from the electronic database of the Real
Estate Cadastre (because of which each part of the plot, each building /
part of the building must have a separate sheet) caused excessive fees for
certain companies that own hundreds of land plots. The fee for sheets in
those situations amounts to several thousand euros, taking into account
that each sheet is charged separately. Although the e-cadastre system
has been established, banks and other institutions require obtaining offi-
cial and original statements. For the above reasons, this problem must
be solved as soon as possible and the calculation of costs in such a case
should be adjusted, because it causes significant burdens for investors.

Without delay it is necessary to amend the Law on the Procedure of
Registration in the Cadastre of Immovable Property and Utilities in
order to enable the conversion of possession into the ownership right.
The solution could follow the path of the one provided for by the Law
on State Survey and Cadastre before the adoption of the Law on the
Procedure of Registration in the Cadastre of Immovable Property and
Utilities, which provided that the possession right ex officio becomes
the ownership right if a third party within a certain period does not sub-
mits a request for registration of ownership right and does not submit
proof of ownership rights to that immovable property. Until the afore-
mentioned changes, it is necessary for the RGA to issue a notification in
order to unequivocally determine how the Real Estate Cadastre services
should act in these cases.

It is necessary to further improve the e-counter and "Real Estate Trans-
action" application software in order to enable the submission of all
types of requests.

The information system of RGA needs to be further improved in order to
remain sufficiently secure.

During the phase of transition from the old to the new Cadastre soft-
ware, it is necessary for the RGA to introduce additional human
resources for the entry/registration of previously registered lines that
have not been entered into the existing software, and to quickly solve
the backlog of cases related to lines.

Introduced | Significant Certain No

in the WB: progress progress progress
2021 v
2022 Vv
2022 N
2023 N
2023 V

Over the past year, the Republic Geodetic Authority has
continued to work intensely on the digitalization of pro-
cedures that it started implementing in 2020. Since then,
the Republic Geodetic Authority has also established the
“eService” system, through which it is possible to access
web services such as the Electronic Notice Board - which
is an attempt to overcome the problem of delivering solu-
tions and which enabled more transparent insight into the
adopted cadastre acts. Also the address register was estab-
lished, as well as the procedure for determining house
numbers throughout the country. The use of real estate
appraisal services has also been made available to both

professional users and citizens of the Republic of Serbia.
Introduction of e-desks enhanced digital communication
in the work of geodetic organizations and lawyers which
realize operations envisaged by the Law on State Survey
and Cadastre and Law on the Procedure for Registration in
the Cadastre of Immovable Property and Utilities

The progress in this area is noticeable, but there is still room
forimprovement.

According to analysis conducted by the Republic Geodetic
Authority, the exact number of unresolved cases before
the adoption of the new Law on the Procedure for Regis-
tration in the Cadastre of Immovable Property and Utilities



was 1,200,000, while three years after the law was passed,
the number fell below 500,000 and at the beginning of
2024, below 400,000. Regardless of the potential effects of
the unforeseen difficulties in its operations, it is essential
to find systematic solution through dialogue between all
stakeholders on the market and holders of public authori-
ties in order to reduce the number of unresolved cases and
thus speed-up the process of decision making as soon as
possible.

One of the reasons for the constant existence of a certain
fund of unresolved claims is the absence of historical docu-
ments, or the existence of inadequate documents (accord-
ing to current regulations) required for the registration of
rights to real estate in general, and especially to real estate
originating from the unregulated market. Opening a dis-
cussion to consider moving the procedure of validation of
such documents to other holders of public authority can
represent a step towards finding a systemic solution for the
reform of the Real Estate Cadastre.

There is still the problem of necessity to increase the effi-
ciency of work of the utility cadastre departments, as well
as the non-resolved issue regarding the documentation
required for registration of the rights to the utility lines
(non-recognition of permits issued before introduction the
possibility to register rights on lines, but also for lines for
which the permit was issued under the unified procedure
due to non-listing each and every line to which the permit
refers). Further step towards improvement of the utility
cadastre is introduction of the adequate software which
will connect public notaries with the cadastre (for example,
currently it is not possible to file a request for the mortgage
registration on the utility lines through the notary’s office).

During the final stage of the preparation of the last year’s
White Book, the Serbian Parliament adopted the Law on
Amendments to the Law on State Survey and Cadastre and
the Law on Amendments to the Law on the Procedure for
Enrolment in the Cadastre of Real Estate and Utilities, with
the aim of creating a legal basis for upgrade the cadastre
database of pipelines to include, in addition to pipelines,
other infrastructure facilities, as well as all underground
facilities, which would create the Cadastre of Infrastructure.

Compared to the recommendations of the FIC from
the 2020,2021, 2022 and 2023 White Book, certain
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improvements were made in relation to the following
recommendations:

It is necessary to ensure clearer and more transparent
instructions on the implementation of laws with the aim
of accelerating and improving the foreseeability of ca-
dastral procedures — RGA website offers instructions, re-
quest forms and the possibility to monitor the status of
the case;

The Republic Geodetic Authority is actively working on
solutions and is open to recommendations in order to
find an adequate solution for a more efficient resolution
of old cases;

The Republic Geodetic Authority has enabled profes-
sional users (as well as citizens of the Republic of Ser-
bia for real estate in their property) to use the “real es-
tate appraisal” service, which is conducted based on a
mass appraisal of property values for apartments by the
Republic Geodetic Authority. Additionally, citizens are
able to generate an extract from the real estate cadastre
through the eKatastar system, which is digitally sealed
and valid for communication with all state authorities.

There is a noticeable tendency of more efficient soft-
ware maintenance and improvement- besides noticea-
ble problems that are actively resolved, improvements
have been made in the maintenance of the publicly ac-
cessible cadastre database.

According to adopted Amendments to the Law on State
Survey and Cadastre and the Amendments to the Law
on the Procedure for Enrolment in the Cadastre of Real
Estate and Utilities (now called Law on the Procedure for
Enrolment in the Cadastre of Real Estate and Infrastruc-
ture Cadastre) and the introduction of the infrastructure
register is planned.

The implementation of the above listed recommendations
can be generally regarded as positive, as their adoption
contributes to timeliness, reduces clients’ waiting time,
simplifies and accelerates registration procedures, even
though there is still plenty of room for improvement.

Despite improvements, one of the most important prob-
lems lies in inconsistent interpretations of applicable reg-
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ulations by different real estate cadastre offices, which are
often non-compliant with other laws and bylaws.

The Republic Geodetic Authority should work on stand-
ardizing the practices of real estate cadastre services/
cable cadastre departments and enhance oversight of
their operations. It should ensure greater accessibility for
consultations with clients and respond more promptly to
complaints. Additionally, it should enable the submission
of complaints regarding the work of the cable cadastre
departments through an appropriate link on the official
RGZ website, as well as on the work of RGZ in appeal pro-
cedures (second instance), which often take several years
to complete.

The deadlines for delivery of decisions upon clients’
requests for registration in the cadastral and utility reg-
istry represent one of the most significant problems, as
the deadlines are routinely exceeded, due to overloaded
offices with unprocessed cases and inadequate internal
work organization (for example, during the submission
of cases to the utility cadastre departments by some real
estate cadastre offices, the geodetic studies were submit-
ted without the requests and supporting legal documen-
tation that were submitted by the parties). Even though a
certain improvement has been made in terms of resolving
the requests submitted to the Offices by the professional
users, the main problem are the unresolved cases submit-
ted by the parties (either personally or through profes-
sional users), as well as a large number of unresolved cases
from the past (as a matter of historical heritage)., some of
which date years back. The aforementioned also applies to
the resolution of second-instance cases

Offices still exhibit excessively formalistic approach to the
resolution of requests for the registration of real estate
rights. It is evident from their acting in the cases which are
submitted by notaries, where the party is not allowed to
participate in a possible case update or abandonment of
the submitted request. This problem is closely related to
the aforementioned problem of untimely decision making
of submitted requests. The impossibility to participate in
a case update or abandonment of the submitted request
by the parties can also lead to unwanted and unnecessary
costs (e.g. if there is a previously unresolved request on the
real estate, upon receiving of a new request for registra-
tion of a mortgage by the notary public (ex officio) the ser-
vice will not resolve it due to the principle of priority of the
real estate cadastre, while in the meantime the party can

pay off the debt to the mortgage creditor, and due to the
impossibility of abandonment of the request submitted by
the public notary, the mortgage creditor approaches the
certification of the written statement (erasure permit), after
which the cadastre in the future issues a decision on regis-
tration mortgages and payment of tax on the same without
a valid reason).

A major problem in the work of real estate cadastre offices
remains the lack of transparency in work and inaccessibility
to parties (especially professional users). Thus, the option
to schedule a meeting with the case processor through the
“eScheduling” system (although formally available for the
past two years) is now completely excluded.

Also, one of the current problems is the impossibility of
scheduling more than one appointment through the “eKa-
tastar” service for submitting submissions and/or appoint-
ments for waiving the right to appeal on the same day (by
parties as well as professional users), which contributes to
limiting business due to restrictions that only one request
can be submitted in the scheduled appointment, i.e. it is
possible to schedule an appointment for waiving the right
to appeal only in one case. The e-counter for professional
users and the application “Transfer of real estate” used by
public notaries are incomplete. They do not permit profes-
sional users to submit all the required requests. For exam-
ple, it is not possible to initiate the procedure for the con-
dominium of an existing building, nor can notaries public
submit a request for the registration of the lease of a build-
ing or office space in the real estate cadastre.

One of the ongoing issues arises in the handling of requests
by the competent Real Estate Cadastre Services for the reg-
istration of specific parts of buildings — parking spaces that
are designed and constructed as parking systems (parking
platform, parklift, “seesaw” parking platform, etc.). Spe-
cifically, if the competent authority mentions the parking
system (platform/parklift/”seesaw”) in the Use Permit as
a single unit with two, three, or more parking spaces, the
Service registers one unit with the area stated in the Use
Permit, while all individuals who own individual parking
spaces within that unit are registered as co-owners of the
common property. This method prevents the owners of
parking spaces from fully exercising their constitutionally
guaranteed rights.

There is also a problem with the registration of facilities
built under the Law on Mining and Geological Research and



the rights to them, particularly in relation to the lines built
several decades ago under permits obtained in accordance
with the then applicable regulations.

The existing solution from Article 58 of the Law on the Pro-
cedure for Registration in the Cadastre of Immovable Prop-
erty and Infrastructure, regarding deletion of the holder
and the possession is incomplete and therefore needs to be
amended. Namely, the aforementioned provision foresees
that, if the legal conditions are not met by May 1, 2028, at the
latest for the registration of property rights on immovable
properties where a certain person is registered as a holder
in accordance with the Law on State Survey and Cadastre,
the office will ex officio delete the status of the holder and
this persons possession on the immovable property. How-
ever, the Law does not prescribe the legal conditions for
registering property right instead of state possession, as
well as what the consequences would be after May 1, 2028,
that is, who would be the owner of the real estate.

Speaking of the cadastre of utility lines, it should be noted
that in practice notaries do not have any access to this
cadastre, hence cannot obtain a sheet of utility lines, nor
they can electronically file a request for the mortgage reg-
istration on utility lines, nor can they submit notarized con-
tracts for the transfer of ownership of utility lines..

Also, the issue of systematic (ex officio) entry into the
cadastre software of those utilities and boreholes for which
legally binding decisions have already been made by the
real estate cadastre office remains unresolved, because
those utilities and boreholes are registered only at the spe-
cial request of the party and not by official duty based on
the already adopted decisions of the real estate cadastre. In
order to have proper records of all previously issued deci-
sions on the registration of utilities in the Utility Cadastre,
as well as for the possibility of issuing copies of utility plans
and lists of utilities for all previously registered utilities,
we believe that it would be more expedient to have RGA
ex officio enter all utilities for which there are previously
issued decisions by the real estate cadastre offices.

One of the controversial issues is the issue of registering
underground tanks, i.e. whether they will be recorded in
the real estate cadastre or in the utility cadastre, which
affects the circumstance on whether, for the purpose of
recording them, it is necessary to record the underground
tanks and submit them in the studies for the real estate
cadastre, orin the studies for the utility cadastre. Also, cases
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when the tanks are located under the canopy, in which case
they cannot be registered in the real estate cadastre due
to overlapping with another object, are also a problem. On
these issues, it is necessary to standardize the practice.

Also not for every request for the registration of the pos-
session right in the records of the Utility Cadastre on the
basis of a valid construction permit issued before June 8,
2018, i.e. before entry into force the Law on the Procedure
for Registration in the Cadastre of Immovable property and
Utilities, the state registration was carried out in favour of
the applicant with a legally valid building permit, but the
utilities were already registered to an unidentified owner,
which is an action contrary to RGA notice 959-1/2020 of
09/25/2020 which provides registration of the possession
right in favour the applicant - investor on the basis of the
submitted valid building permit issued before 08.06.2018,
geodetic study and findings of experts.

At the end of 2023, the National Assembly of the Republic
of Serbia passed the Law on Amendments to the Law on
State Survey and Cadastre, as well as the Law on Amend-
ments to the Law on the Procedure for Registration in the
Real Estate and Utility Cadastre — now called the Law on
the Procedure for Registration in the Real Estate and Infra-
structure Cadastre. These amendments have led to several
issues. One of the problems faced by the citizens of Serbia
is the elimination of the option to independently submit
requests to the Republic Geodetic Authority (RGZ) in the
format of their choice (e-counter or paper format) with-
out the “intermediation” of professional users. According
to the changes, requests can now only be submitted elec-
tronically through the eCounter application, and only by
professional eCounter users (lawyers, geodetic organiza-
tions). Additionally, this change has also made it impossible
for other cadastre users who are not lawyers but are pro-
fessionally involved in handling cadastral matters for their
companies (such as in-house legal counsel) to act on behalf
of their companies in cadastre procedures. This compli-
cates, slows down, and increases the costs for companies,
particularly for those with a large number of real estate
properties.

Additionally, the Law on Amendments to the Law on State
Survey and Cadastre has abolished the misdemeanour lia-
bility of civil servants for failure to make a decision within
the time prescribed by law, which results in an additional
extension of the duration of the procedures conducted
before the Real Estate Cadastre.



WHITRBO0K

Also, for managing data on infrastructure facilities,
according to the available information, the develop-
ment of new software is in progress, which, in addition
to time for testing and implementation, will also include
the migration of data from the existing Cadastre of Util-
ities database. Although the digitization of the Cadastre
Utilities will be a step towards the improvement of this
system, there is a fear of the business that in the phase of

transition from the old to the new software, it could fur-
ther complicate and slow down the work of the Cadastre
Utilities. The optimal solution for speeding up the work
of the Cadastre Utilities is for the RGA to introduce addi-
tional human resources for the entry/registration of pre-
viously registered utilities that have not been entered
into the existing software, and to quickly resolve back-
log cases related to utilities.

The Law should be amended to restore the ability for citizens to represent their own interests before the Republic
Geodetic Authority (RGZ) in the format of their choice (either electronically or in paper form). Additionally, in-
house legal counsel should be allowed to represent their companies in all matters before RGZ (in both the real

estate cadastre and the infrastructure cadastre).

The expert community should be involved, in any feasible and accessible way, in the process of drafting by-laws
related to the Infrastructure Cadastre and underground structures.

Itis necessary to continue with intensive work in order to achieve uniformity of practice and clearimplementation
of the law for additional acceleration and predictability of cadastral procedures, including finding an adequate
solution to overcome problems with the registration of utilities built in accordance with former regulations.

It is also necessary to allow professional users to schedule more than one appointment per day through the
“eZakazivanje” system, in order to submit the requests in person on the cadastre premises and/or more than one
appointment for waiving the right to appeal in the cadastre premises. The problem is systemic, bearing in mind that
it is prohibited to schedule more than one appointment during the day through the same IP address, and solving
this system can greatly facilitate measures business and communication of large systems with the cadastre.

It is necessary to establish an efficient system for the resolution of clients’ requests and simplify the manner
of submitting updates to the so-called notary cases or introduce the obligation for the notaries to add the
documents necessary for the completion of registration to the documents they are certifying.

It is necessary to find a systemic solution as soon as possible in order to solve all backlogged first-degree and
second-degree cases (particularly considering the fact that not all cases involve matters for which the appropriate
documentation for registration has not been submitted). Consider transferring the procedure for the validation
of documents related to real estate from the unregulated market to other holders of public authority and open
a public debate on the reform of the Real Estate Cadastre as a service that only formally registers rights to real
estate, archives registration documents and delivers its decisions to the parties.

It is necessary to allow full control of registration procedure by the parties in the case which was initiated by a

notary, as it is just a service performed by notaries.

Electronic base for utility cadastre should be accessible to the public or registered users, as it has already been
done with the real estate cadastre, with the possibility of issuing excerpts from the utility cadastre (as it has been
done with real estate sheets that are issued from the real estate cadastre).




W HITRBO0R

Itis necessary to register all utilities (and rights to them) in the Utility Cadastre without delay, i.e. enter the utilities
registered so far into the existing software Utility Cadastre, and previously resolve all open issues and introduce
uniformity bot regarding the registration of underground reservoirs and other issues where uniformity does not
exist.

The format of the extract from the electronic database of the Real Estate Cadastre (because of which each part
of the plot, each building / part of the building must have a separate sheet) caused excessive fees for certain
companies that own hundreds of land plots. The fee for sheets in those situations amounts to several thousand
euros, taking into account that each sheet is charged separately. Although the e-cadastre system has been
established, and by accessing the application, a professional user and/or citizen can generate an extract from
the electronic database in PDF format, secured with an electronic signature, banks and other institutions require
obtaining official and original statements. For the above reasons, this problem must be solved as soon as possible
and the calculation of costs in such a case should be adjusted, because it causes significant burdens for investors.

Geodetic organizations should get the right to issue official copies of cadastral plans and cadastral plans of utility
lines (in the same way as they can issue extracts from the electronic database of the Real Estate Cadastre), and
not that the only way to obtain them is by submitting a request to the cadastre of lines by geodetic organizations
(or other professional users), whose issuance can take up to several days.

Without delay it is necessary to amend the Law on the Procedure of Registration in the Cadastre of Immovable
Property and Infrastructure in order to enable the conversion of possession into the ownership right. The solution
could follow the path of the one provided for by the Law on State Survey and Cadastre before the adoption of
the Law on the Procedure of Registration in the Cadastre of Inmovable Property and Utilities, which provided
that the possession right ex officio becomes the ownership right if a third party within a certain period does
not submits a request for registration of ownership right and does not submit proof of ownership rights to that
immovable property. Until the aforementioned changes, it is necessary for the RGA to issue a notification in order
to unequivocally determine how the Real Estate Cadastre services should act in these cases.

It is necessary to further improve the e-counter and “Real Estate Transaction” application software in order to
enable the submission of all types of requests.

The information system of RGA needs to be further improved in order to remain sufficiently secure.
During the phase of transition from the old to the new Cadastre software, it is necessary for the RGA to introduce

additional human resources for the entry/registration of previously registered lines that have not been entered
into the existing software, and to quickly solve the backlog of cases related to lines.
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Recommendations:

The Restitution Agency should conduct transparent restitution proce-
dures granting the right to restitution to redress the injustice perpe-
trated 70 years ago, taking due care to protect basic human rights of the
parties to the proceedings.

Foreign nationals should be allowed to exercise the right to restitution,
equating them with Serbian nationals in these proceedings, irrespec-
tive of their citizenship and nationality, in accordance with decisions of
judicial authorities and the Ministry of Finance.

Agriculture land under all type of objects/buildings such as lines and
boreholes, have to be exempted from restitution and the agriculture
land in the restitution for which the consolidation procedure was not
being performed have to be listed and disclosed by the Agency

Introduced | Significant Certain No

in the WB: progress progress progress
2015 v
2015 v
2021 )

The urgency of restitution is grounded in its tremendous
potential for promoting the security of property rights in
a symbolic and exemplary manner, clearly showing the
state’s intention to return what was unjustly expropriated.
The deadline for filing claims has expired, and institutions
are processing individual requests, but still the impression
is that the finalization of the procedures shall take some
time, although the legal deadlines for resolution of individ-
ual requests have passed.

The Law on Property Restitution and Compensation (Law)
protects the acquired rights of individuals, while the stat-
utory obligation of restitution arises only in cases when a
property, which may be subject of restitution, is not in pri-
vate ownership. Although the Law prescribes in-kind restitu-
tion (i.e., restitution of an unjustly expropriated property) as
the primary model, there are numerous exceptions and it is
likely that compensation will be the most prevalent form of
redress. In-kind restitution is the obligation of the Republic
of Serbia (RoS), local governments, public enterprises estab-
lished by the RoS and socially-owned companies and co-op-
eratives, while the disbursement of compensation is the
exclusive obligation of the RoS. Rarely, privatized companies
may be obliged to make restitution in kind.

The Restitution Agency (Agency), as well as other stakehold-
ers including the Constitutional Court, have taken a rigid

position, particularly with respect to foreign nationals. This is
reflected in an inadequate application of the principle of dis-
cretionary evaluation of evidence, as well as in requests for
documentation which is not necessary for decision-making
and which is in most cases impossible to obtain.

The problem is a result of the deficiencies in the law itself
which prevent the stakeholder to apply the principle of free
assessment of the evidence, and there are also discrepan-
cies between regulations in the field restitution.

In 2017, the Constitutional Court, the Supreme Court of
Cassation, the Administrative Court of Serbia and the Min-
istry of Finance made decisions which annulled the Agen-
cy’s decisions made in contravention of the law, which,
provided that the Agency complies with these authorities’
orders, should significantly contribute to progress.

According to the Constitutional Court’s and the Supreme
Court’s decisions, the Agency is obliged, in each case, to
request the missing documents from applicants before dis-
missing a request as incomplete, thus enabling the appli-
cants to participate in the proceedings.

Under the Administrative Court’s decisions, the Agency



was ordered to act in accordance with all laws and inter-
national agreements, forbidding the Agency to make deci-
sions on issues outside its jurisdiction, especially regarding
the existence of reciprocity with foreign countries.

The Ministry of Finance ordered the Agency to comply with
court decisions in further processing, in particular court
decisions rehabilitating former owners. The Ministry’s deci-
sion made it clear that in cases where former owners have
been rehabilitated by court decisions, the Agency has no
authority to deny requests for restitution on the grounds
that the former owners were members of foreign occupy-
ing forces.

With amendments of by-laws, the restitution of agricultural
land by substitution was made possible. This means that,
in some cases, it is possible to acquire the right to restitu-
tion of agricultural land of the same type and quality as the
seized agricultural land, but on the territory of a different
self-government unit. In practice such restitution process
mostly does not take into consideration existence of differ-
ent types of buildings/objects (such as lines and boreholes)
in the ownership of third parties which agriculture land
under such objects have to be exempted from restitution.
The list of agriculture land that is included in the restitution
procedure without being performed a land consolidation
procedure is not officially disclosed.

In the beginning of 2021, the Government of the Repub-
lic of Serbia rendered a conclusion determining that the
compensation in the cases where it is impossible to allow
restitution in kind, will be 15% of the value of the seized
property. Payments of compensation on the basis of final
and binding resolutions on compensation have begun.
The notification with instructions for receipt of payments
of compensation is published on the Agency’s web page.
Portions of compensations payable as down payment are
being duly paid, within short deadlines.
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By the decision of the Constitutional Court of Serbia from 2021,
the uncertainty regarding the scope of individuals entitled to
restitution or compensation in situations where the legal heir
of the former owner did not submit a claim within the time-
frames prescribed by law has been resolved. In such cases, the
legal heir who has submitted such a claim is entitled to the full
restitution of the property or compensation, thereby prevent-
ing an extensive interpretation of the provisions of the law
and further safeguarding the interests of the claimants.

Ambiguities and inconsistencies in the Law have led to
divergent practices by the Agency, which may jeopardize
the acquired rights of foreign investors.

In some of the restitution cases, the Agency interprets reg-
ulations in a manner that hinders or even denies foreign
nationals their right to restitution or compensation. Judicial
and administrative authorities of the RoS have made deci-
sions in certain cases to correct irregularities in the Agen-
cy’s work, but the question remains whether the Agency
will adopt and apply instructions from these decisions.

The question of the freedom of the assessment of proofs
in restitution procedures has not been resolved. Claimants
in restitution procedures who are not able to obtain the
legally prescribed specific proof — the document on seizing
- will not be granted the restitution right regardless of the
existence of other proofs that the seizing of the property
did occur. Unfortunately, the Constitutional Court of the
RoS has taken the position that lawmakers are allowed to
exactly specify the proofs that must be submitted in the
procedures for proving a certain fact, as well as those law-
makers are entitled to determine that all the other means
of proving are “insufficient and unreliable,” so the initiative
for determining the constitutionality and legality of the
respective provision of the law has been rejected.

proceedings.

The Restitution Agency should conduct transparent restitution procedures granting the right to restitution to
redress the injustice perpetrated 70 years ago, taking due care to protect basic human rights of the parties to the
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o Foreign nationals should be allowed to exercise the right to restitution, equating them with Serbian nationals
in these proceedings, irrespective of their citizenship and nationality, in accordance with decisions of judicial
authorities and the Ministry of Finance.

o Agriculture land under all type of objects/buildings such as lines and boreholes, have to be exempted from
restitution and the agriculture land in the restitution for which the consolidation procedure was not being
performed have to be listed and disclosed by the Agency
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LABOUR

With the development of flexible forms of work, which
have particularly gained momentum in recent years, the
need for more comprehensive changes to the Labor Law
is becoming increasingly evident. After a significant step
forward in the improvement of labor regulations in 2014,
when over 65% of the recommendations from previous
editions of the White Book were adopted, there have been
no major changes to the core law. It is apparent that further
adaptation of the labor legal framework to the needs of the
labor market will have to wait for some time.

In further reforming of the Labor Law, a priority should
include, among other things, the need to recognize and
regulate more flexible forms of work, such as work from
home and remote work, digitalization, and simplification
of the highly formal communication between employ-
ers and employees, the complex salary structure, and the
method of wage calculation. Additionally, certain changes
to legal provisions regulating the termination of employ-
ment, such as those governing statutes of limitations and
notice periods, as well as a clear definition of the procedure
for resolving surplus of employees, are needed. This edition
of the White Book also points out a number of legal provi-
sions whose application has led to uncertainties in business
practices or different interpretations by the courts.

Foreign investors Council welcomes the progress made
regarding employment and mobility of foreign nationals
in the domestic market, noting that a significant portion
of the Council’s recommendations given during the adop-
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tion of amendments regulating the work and residence of
foreigners has been adopted. The amendments to existing
regulations towards introducing a single permit and con-
ducting the process electronically lead to simplification of
the procedure for granting residence and work permits to
foreigners in Serbia.

The new Law on Occupational Health and Safety is aimed at
aligning the domestic occupational health and safety system
with European standards, raising awareness and responsi-
bility among all participants in the occupational health and
safety system, which should ultimately contribute to improv-
ing the quality of implementing safe and healthy working
conditions. However, the work from home and the remote
work remain inadequately regulated by law, highlighting the
need once again for amendments to the Labor Law which
would provide for closer regulation of the mutual rights and
obligations associated with this type of work. With the adop-
tion of all by-laws in this area, the new law is expected to
be fully implemented, allowing the effects of the new legal
solutions to be observed in practice.

Continuing the initiated labor reforms is a crucial prerequi-
site for establishing a business environment that will make
the Serbian market appealing to foreign investments and
encourage the creation of new employment opportunities.
The Human Resources Committee, leveraging its expertise
and knowledge in regulatory implementation, has strived
to identify the key priorities for further improvements in
this field.
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Recommendations:

Digitization of labour law documents. In order to align with the trends,
solutions and opportunities brought by the digitalization process, it is
necessary to amend the Labour Law in order to define an alternative
way of administering employment rights and obligations using elec-
tronic documents and electronic signature (adoption of acts and con-
cluding contracts), alternative formal communication on the employer
- employee relationship electronically, primarily via e-mail or other sim-
ilar channels of electronic communication and with the use of internet
notice board, electronic records as well as submission of documenta-
tion electronically, etc., as ways and forms that would be completely
equal to the currently valid forms. Also, we believe that it is necessary to
amend the Law on Labour Records in relation to three key points: deter-
mining the maximum retention period up to five years after termination
of employment, explicitly permitting electronic records and use of vari-
ous IT tools for this purpose and prescribing the correct way to dispose
of paper employee files.

Flexible working conditions outside of the employer’s premises. Intro-
duction of a possibility of regulating employment when establishing it
orinits course so that the employee would work one part of his working
time outside the employer’s premises (not just from home), as well as a
possibility of changing the work regime and concluding and annex to
the employment contract during employment, i.e. without the obliga-
tion to conclude the annex (in case when the transition to work regime
outside employer’s premises is occasional or short-term, in which case
employer’s provisions of general enactments would directly apply to
conditions of work from home). Since legal certainty and security are
required, it is necessary to precisely distinguish the difference between
the work from home and remote work (by the place of work or means
of work), and relativize the need to define “Place of work” as obligatory
element of employment contract by introducing, for example, “pri-
mary place of work” in case of remote work, as well as introduce general
principles for the compensation of costs for work performed outside
employer’s premises. Within the framework of a flexible organization of
work, possibility of implementing overtime should be widened so that
it is not limited only to unforeseen circumstances. The employer and
employee should have the freedom to agree on the reason for and pur-
pose of overtime, and the employers should be able to negotiate a man-
ager’s fee that includes overtime pay for managers who work overtime.

Introduced = Significant

in the WB:

2016

2018

progress

Certain
progress

No
progress
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Introduced = Significant Certain No

Recommendations: inthe WB: = progress progress progress

Rational salary structure and salary compensation. We propose that
work performance be viewed only as an optional component of com-
pensation, as opposed to a mandatory one. In addition, the premise for
calculating the salary compensation during the absence from work is
proposed to be the base salary plus seniority pay. This would make it
much simpler for all employers to manage salaries, provide greater flex-
ibility in both the salary contracting and budgeting, and make the sal-
ary structure itself more transparent. Also, we propose that the amend-
ments to the Labour Law clearly define the elements or conditions for
determining the base salary and the general act of the employer that
determines these elements, as well as to determine the conditions for
offering an annex which stipulates a change the base salary.

2021 v

Flexible engagement of students in practice. We propose amendments
to the section of the Labour Law in the part that regulates professional
training and development. These amendments should enable high
school students, students and other persons outside employment
(both in the field of education and outside the field of education) to
gain practical knowledge and experience in a real-world work environ-
ment, career advancement, and easier future employment through the
use of flexible engagement models. Existing provisions on vocational
training and development should be amended to remove additional
conditions limiting the possibility of such engagement, and the same
should be provided regardless of the employer’s activity and whether it
is the public or private sector. The competent ministry may establish all
necessary mechanisms to prevent abuse of this institute, if this was the
reason for the introduction of restrictions by Article 201. In this regard,
in order to develop good and safe practice, it is necessary to harmonize
the provisions of the Labour Law so that they form a consistent labour
law regulation with the provisions of the Law on Dual Education and the
Law on the Dual Model of Studies in Higher Education, which regulate
working conditions of high school students and university students.
Alternatively, an adequate law on work practice could be a good way
to regulate the employment of students. However, the draft of this law
that was on public discussion provided for flawed solutions based on
which practitioners can perform work practice for a certain period after
schooling, for work in a profession within the acquired level of quali-
fications, which leaves room for the interpretation that work practice
within of the aforementioned law, students cannot work for the occu-
pation for which higher education is provided (since at that moment
they have acquired secondary education). It remains to be seen what
the final solution of the future law will be and whether it will represent
an adequate basis for the employment of students.

2016 V
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Recommendations:

More flexible conditions and procedures for employment termination.
It is necessary to: (a) extend the statute of limitation periods for the con-
duct of proceedings (the subjective period of 6 months to be extended
to at least one year and the objective period to 3 years), (b) in the event
of the employment contract termination, extend the maximum dura-
tion of the notice period from 30 to 60 days, (c) enable employers to
issue decisions in the form of an electronic document determining
measures (dismissal or milder measure) or releasing employees from lia-
bility, as well as delivery these decisions are executed electronically, (d)
the employee’s refusal to receive the decision served on the employer’s
premises as if the act had been delivered, (e) enable the employer to
unilaterally release the employee from work during the notice period
(when the notice period is prescribed/contracted) with the salary com-
pensation payment in the amount equal to the employee’s base salary,
(f) regulate the procedure of termination of employment due to tech-
nological, economic or organizational changes - redundancy in cases
when program is not mandatory, clearly stating the obligations of the
employer or whether the employer is obliged to address a representa-
tive union within the company and the republic organization responsi-
ble for employment, whether he is obliged to apply measures for new
employment and how they are being applied, especially additional
qualification and retraining, etc. (g) to be defined by the Labour Law
that the establishment of an employment relationship with another
employer who submitted the employee’s application for insurance,
without prior written notice to the original employer, is considered a
termination of the employment contract by the employee, effective on
the first day he did not report to work at the employer.

Termination of a probationary employment contract. Amend Article
36 of the Labour Law by specifying: (a) that the report of the immedi-
ate superior is sufficient justification for the termination of the contract
with probationary work, during the probationary period, and that the
employer is not required to give the employee any additional period
for improvement of his work; (b) that in the case referred to in Article
36, paragraph 4, it is not at all necessary for the employer to justify why
the employee did not demonstrate appropriate work and professional
abilities, but that he can only issue a declarative decision stating that
the employee’s employment ends on the day the probationary period
expires.

Introduction of guidelines for defining the minimum compensation that
the employer pays to the employee in case of contracting a non-com-
petition clause after the termination of the employment relationship.
Amend Article 162 paragraph 2 of the Labour Law specifying that the
agreed amount of compensation cannot be lower than, for example,
1/3 of the average net salary in the previous 3 months before the ter-
mination of the employment relationship, for each month of validity of
the non-competition clause, after the termination of the employment
relationship.
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Recommendations:

Specifying the procedure for returning an employee to work. Amend
Article 191 of the Labour Law by specifying that if the court legally
obliges the employer to return the employee to work, and the employer
does not have a vacant position in his organization to which he can
assign the employee, he has the right to declare the employee redun-
dant in the sense of Article 179 paragraph 5 point 1 of the Law on work
and pay him severance pay.

Specifying the submission of employment-related documentation.
Amend Article 193 of the Labour Law to specify that the provisions on
delivery of the decision on dismissal from Article 185 apply to all docu-
ments from the employment relationship, including the offer and the
annex to the employment contract.

Change of employer. In Article 147, it is necessary to specify precisely
what constitutes a change of employer, i.e., which situations (aside from
status changes prescribed by the Companies Act) constitute a change
of employer.

Cancellation of the employment contract in terms of Article 149 of the
Labour Law. Article 149 of the Labour Law must be amended by spec-
ifying the grounds on which the employer may terminate the employ-
ment contract of an employee who refuses to take over the employ-
ment contract - does he have to declare him redundant or is it possible
to terminate the contract based on Article 175 paragraph 1 point 7) (in
other cases determined by law).
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Law on Vocational Rehabilitation and Employment of Persons with Disabilities

Because the regulations listed herein are considered particularly important and vital for attracting and maintaining foreign
investments, and given that the very purpose of this Law is the inclusion of PwD, the FIC previously provided and is still putting
forth a number of suggestions on how to improve the situation. To this end, here we underline the most important recommen-

dations on how to improve the existing legal framework and practice:
Classify business activities subject to a limited application of the Law,
due to their specific nature (e.g. private security, manufacturing, con-
struction, etc.), meaning that in these activities the number of PwD
the employer must hire should be calculated relative to the number of
employees in jobs that do not require special medical fitness pursuant
to the law and/or nature of the business activity and that can be per-
formed by employees with disabilities.

The assessment of and the issuing of a decision on working ability
should be performed by the same body to accelerate the procedure.
We suggest that the procedure and decision-making should be accel-
erated and the list of documents required by the authorities from the
employee be reasonably decreased. Main challenge is gaining status as
a person with disability.

We believe that a more efficient manner for increasing the employment
rate of PwD would be to incentivize employers with subsidies for their
employment.

Employment of Foreign Nationals

The Central Registry of Mandatory Social Insurance should contain the
exact job title of the employee who was declared redundant.

2016 v
2009 v
2009 v

2015 v
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Recommendations:

The labour market test should not be a mandatory condition in case of
hiring senior managers. This should particularly apply to legal repre-
sentatives specified by the appointment decisions.

Temporary residence and work permit, i.e. a unified permit should be
valid from the date specified by the request and not from the date of
submission of the request. This way, the legal uncertainty regarding
the day on which the employee starts work, registration of employee
to social insurance and possible misdemeanor liability of the employer,
would cease.

Secondment of Employees Abroad

We recommend extension of the maximum period employees at man-
agerial positions are allowed to stay abroad on the basis of referral to
business trip, without application of the Secondment Act to up to 180
days in total within a calendar year, instead of the currently applicable
90 days.

We recommend allowing secondment abroad for the purpose of voca-
tional training and development also to the entities which are not nec-
essarily related to the employer by equity or control.

We recommend allowing secondment abroad of employees under the
age of 18.

Staff Leasing

We recommend deletion of Article 14 of the Staff Leasing Act, which lim-
its the number of employees employed at the staff leasing agency on a
fixed-term basis that a beneficiary can lease.

We recommend deletion of Article 2 paragraph 5 of the Staff Leas-
ing Act, which regulates situations in which there is no comparative
employee at the beneficiary.

We recommend deletion of Article 17 of the Staff Leasing Act, which
prescribes the staff leasing presumption.

Dual Education

Bylaws should be adopted, or authentic interpretations or opinions
should be given which will regulate more closely the relationship
between the laws on dual education and the Labour Law and other
laws governing different aspects of employment, that is, the Labour
Law and the Law on Safety and Health at Work shall be applied accord-
ingly, unless otherwise defined by laws on dual education.

Bylaws should be adopted, or authentic interpretations or opinions
should be given, especially for each scope of business or industry, in
respect to all particulars (from specific formal legal requirements to
requirements and specificities in practice), which will regulate more
closely all aspects of dual education implementation.

Incentives in form of subsidies or tax allowances that would attract com-
panies in Serbia to join this system should be provided and accordingly,
by-laws that regulate them should be adopted.

Obligation of a student to compensate the employer in case of retaking
of the year or causing damage to the employer should be prescribed, as
well as the right of an employer in such cases to terminate the on-the-
job training agreement, in addition to the right to damage compensa-
tion, without any obligation to compensate the student.
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Recommendations:

The provisions of the Law on Dual Education and the Law on Dual
Model of Studies in Higher Education should be amended regarding
termination of contracts (between employers and schools/higher edu-
cation institutions and employers and pupils/students) by force of law,
in accordance with the above statements.

The provisions of both laws should be amended regarding the ability of
the school/higher education institution to terminate the contract with
the employer and specify the need for prior formal determination of
violations by the employer, before contract termination, in accordance
with the above statements.

Contract termination procedure should be regulated in both laws in
accordance with the above statements.

Human Capital

Improvements of the educational system should be continued. To this
end, regular contact between the FIC and the Government, the minis-
tries of education, youth and sport, as well as the universities. The FIC
and the business community in Serbia are ready to provide support and
put their experts at disposal. Based on an analysis of needs of the econ-
omy and the real sector, new educational profiles should be created and
implemented, and the university enrolment quotas should be adjusted
in line with the market needs.

Define the legal framework for the employer-student relation to sim-
plify the implementation of vocational internships in parallel with reg-
ular education.

Define the legal framework for preparing persons with high educa-
tion profiles to work independently in their profession, regardless of
whether they meet the requirements for taking an expert exam and/or
taking part in an internship program.

The National Employment Action Plan should clearly define, rede-
fine and widen the range of educational profiles that are going to be
included into the action plan and employment policy, i.e. be attuned to
the needs of the market and employers.

Design a human capital internal migration plan for Serbia to evenly
develop underdeveloped regions and lessen the gap in the economic
needs of different parts of the country, prevent migration from Serbia
and stimulate citizens to search for a better place for life and work in the
country, and not abroad.

Consider to support employment through reducing employment costs
regarding taxes and contributions and thoroughly regulate legislation
that’s considerers work from home.

Safety and Health at Work
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Amendments and additions to the Law and/or the adoption of bylaws in relation to the conditions of working from home or
remotely. The Law requires the adoption of bylaws, in order to better regulate specific aspects of workplace safety and health.
In that part, the recommendation is that, to the extent feasible, bylaws whose adoption is governed by the Law be used to fur-

ther regulate the conditions of work from home or for remote work:
the procedure for drafting the Risk Assessment Act for jobs performed
from home, or remotely;

2021 v
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Recommendations:

procedures associated with the implementation of preventive meas-
ures, mechanisms for controlling the enforcement of measures for safe
and healthy work, and mechanisms for determining the causes and
methods of injuries during work from home or remote work (primarily
preventive measures associated with: work ergonomics, illumination of
workstation, the microclimate in the workspace, adequate equipment,
accessibility, 83 stress management, maintenance of workspace, electri-
cal installations, fire protection, prohibited activities and conduct, and
the employee’s actions in the event of a workplace injury);

employee training for safe work from home/remote work and dig-
itization of the entire training process and work from home related
administration;

a distinct separation of the employer’s responsibilities, obligations and
rights, in relation to the application of measures for safe work from
home or remote work.

If it is not possible to regulate the conditions of work from home or
remote work by bylaws whose adoption is mandated by the Law, it is
recommended to further supplement the Law in that section, given the
trend of growth and development of work from home or remote work,
which necessitates appropriate measures and procedures for safe and
healthy work.

During the adoption of bylaws, consult the economy and arrange pro-
cesses in accordance with the general intention to digitize legal pro-

Introduced = Significant Certain No
inthe WB: = progress progress progress
2021 v
2021 v
2021 v
2023 v
2023 v

cesses and procedures as much as possible.

The labour legislation underwent significant reforms during
the pre-2014 cycle, but in the period that followed no exten-
sive amendments were made to the Labour Law (RS Official
Nos. 24/2005, 61/2005, 54/2009, 32/2013, 75/2014, 13/2017,
113/2017 and 95/2018; hereinafter: Labour Law or Law).

In the meantime, in the past ten years, practice has shown
that the Labour Law does not meet actual needs of
employers and employees hence a significant number of
provisions of the Labour Law impose burdensome admin-
istrative, organizational, and financial structures in the
employment relationship.

In particular, everyday life in the field of labour relations
requires improvements or changes to the Labor Law that

would enable:

application of electronic document and electronic sig-

nature, in order to efficiently and flexibly administer
documents from the employment relationship;

flexible working conditions outside the employer’s
premises, in order to efficiently organize work and op-
timize labor costs;

flexible conditions for engaging students in practice, in or-
der to easily and legally secure the engagement of interns;
more flexible and rational conditions for determining
the length of annual leave;

specifying the provisions governing amendments to the
employment contract (annex), in order to ensure legal
certainty;

rational salary structure, in order to simplify the calcula-
tion and protect the employer from the high costs that
arise when calculating salary compensation;

more flexible conditions and procedures for dismissal
and termination of employment contracts, in order to
relieve the employer’s administration.

Also, since the adoption of the amendments to the Labour
Law from 2014 until today:

certain provisions of the Labour Law remained incon-



sistent with EU Directives;

Employers and employees face numerous problems re-
lated to the practical application of the Labour Law and
other labour law regulations that are systematically re-
lated to the Labour Law. This is a clear indication that it
is necessary to amend the provisions of the Labour Law
that create doubts regarding their interpretation and
application, as well as to amend the provisions whose
application requires complicated or lengthy procedures;
Judicial practice is still inconsistent in terms of application
of the provisions of the Labour Law, which is partly a conse-
quence of unclear or vague provisions of the Labour Law.

There was no improvement in the previous year, bearing
in mind that the Labor Law has not changed and the prob-
lems related to the implementation of the Labor Law are
practically only recurring.

Improvements in the field of labor relations require amend-
ments to the Labor Law, and it will also be necessary to reach
full harmonization in the application of certain institutes
through the views of the court and authentic interpretations.

In order to adopt comprehensive amendments to the
Labour Law, it is necessary to take into account not only the
requirements for harmonization of the Law in accordance
with EU Directives, but also the problems faced by employ-
ers in practice in the Republic of Serbia, due to incomplete
or unclear provisions of the Labour Law, or due to business
requirements that are not yet regulated by the Labor Law.

A significant number of provisions in the Labour Law bur-
den the employment relationship in practice in terms of
work organization, document administration and labor
costs borne by the employer. Also, certain provisions of the
Labour Law are open to interpretation and therefore lead
to legal uncertainty in practice.

Some of the most significant current problems in the appli-
cation of the existing provisions of the Labor Law have
actually been transferred from previous years, and they are:

1. Legal uncertainty regarding the (im)possibility of using
an electronic signature and an electronic document.
The Labour Law does not explicitly prescribe whether an
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employment contract can be signed with an electronic
signature, although such a possibility should exist, given
that the electronic signature is regulated by the Law on
Electronic Document, Electronic Identification and Trust
Services in Electronic Business. On the other hand, the
Labour Law does not prescribe the possibility of adopt-
ing general and individual acts in the form of an elec-
tronic document (except when it comes to the decision
on annual leave and salary pay slip), and in that part the
Labour Law is inconsistent with the mentioned Law on
Electronic Document. Everyday life in the field of labour
relations requires the use of an electronic signature and an
electronic document, in order to more efficiently admin-
ister labour documents, which we elaborate more in
detail in point 10 down below. Therefore, it is necessary to
amend the Labour Law by introducing an electronic sig-
nature and an electronic document as equal in relation to
a handwritten signature and a paper document.

Performing work outside the employer’s premises.
The existing provisions of the Labor Law need to be
amended to allow for flexible contracting of work
outside the employer’s premises and legal certainty
regarding the reimbursement of costs related to work
outside the employer’s business premises. The provi-
sions of the Labour Law should be amended to enable:

Introduction of occasional work outside the employ-
er's premises without the obligation to conclude an
annex to the employment contract and on the basis
of the conditions set out in the employer’s general
acts and through communication between the su-
perior manager and the employee;

Introduction of general principles for reimburse-
ment of work-related expenses outside the employ-
er's premises. Employers have doubts regarding
the interpretation of the provision of the Law that
requires the employment contract to specify the
so-called compensation for other labor costs and
the manner in which they are determined for work
performed outside of the employer’s premises. The
mentioned provision leaves a room for different in-
terpretations regarding whether the employer is re-
quired to determine by a general act, i.e. to stipulate
these costs by an employment contract, or whether
the employment contract could provide for the par-
ties’ free will to agree whether in a particular case
there are any so-called other costs for the employee.
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Status of high school students and university students
on work practice. Article 201 of the Labour Law allows for
the possibility of engaging individuals outside of employ-
ment for the purpose of professional development
through a contract on vocational training or a contract on
professional development. Given that for the conclusion
of a contract on vocational training it is necessary that the
law or a rulebook require the completion an internship or
a professional exam, while for the conclusion of the pro-
fessional development contract it is necessary that a spe-
cial regulation envisages professional training for work in
the profession or specialization, the application of both of
these contracts in practice is limited and rare, especially
when it comes to the private sector. In this way, along
with the above-mentioned restrictions, work practices or
engagement of high school students and university stu-
dents who want to improve and acquire certain practical
knowledge and skills for easier future employment, remain
outside the scope of the Labour Law. As a result, employ-
ers have difficulty engaging young people for their work
engagement, which should be legally secure and include
learning through practise. In the absence of an appropri-
ate form of contract through which high school students
and university students would be engaged, in order to
implement the work practice of high school students and
university students, employers most frequently use the
contract on performing temporary and periodical jobs
due to its flexible legal nature, even though the intention
of the legislator was not to engage high school students
and university students through the mentioned form of
contract.

Criteria for annual leave. The Law’s mandatory crite-
ria (education, work experience, working conditions
and contribution at work) for increasing statutory min-
imum for annual leave for employers are impractical
and administratively onerous. In lieu of the Law deter-
mining the criteria for increasing the annual leave in
advance, it would be more practical if the Law would
leave it to the employer to determine the criteria for
increasing the annual leave, with amendments to the
Law specifying that the employer may determine the
criteria through general labour act.

Modification of the agreed working conditions to alter
the elements used to calculate the base salary. Employ-
ers have difficulty applying Article 171 Paragraph 1 ltem
5) of the Labour Law, which states that the employer may
offer the employee amendments to the employment con-

tract (@annex) in order to alter the elements for determin-
ing the base salary. Specifically, in order to eliminate ambi-
guities and ensure legal certainty, it would be necessary to
enact amendments to the Law, prescribing the elements
for determining the base salary. In addition, Article 107
Paragraph 1 of the Law determines that the base salary is
based on conditions determined in the rulebook, which
are essential for work on jobs for which the employee
has signed an employment contract and the time spent
at work. Therefore, it is unclear from the Law whether the
elements for determining the base salary are the same as
the conditions for determining the base salary, and it is
also unclear by which general act it is necessary to deter-
mine the conditions or elements for determining the base
salary, i.e., whether they are determined by the employ-
ment rulebook or by the rulebook on job systematization.
The mentioned ambiguities and inconsistencies of legal
provisions lead to problems in practice, when employers
want to offer employees a change in the amount of base
salary, because in the absence of clear legal norms, many
employers have not determined or clearly determined the
elements or conditions for determining base salary. There-
fore, due to the mentioned vague and inconsistent legal
provisions, the employer faces the problem that there is
no formal legal basis to offer the employee a change in the
agreed base salary.

Modification of the agreed working conditions for
the purpose of transferring to another suitable job.
Article 171 Paragraph 1 Item 1) of the Labour Law pre-
scribes that the employer may offer the employee a
change in the agreed working conditions (annex to the
contract) in order to transfer the employee to another
suitable job, due to the needs of the process and organ-
ization of work. The court practice has taken the stand-
ing that in the offer for concluding an annex to the
employment contract, it is necessary for the employer
to explain in detail which specific needs of the process
and organization of work led to the need to transfer the
employee to another suitable job. Given this position
of the court practice, it would be necessary to amend
the provisions of Article 171 by: (a) either explicitly pre-
scribing the employer’s obligation to explain in detail
the needs of the process and organization of work that
led to the need to transfer the employee to other suit-
able job, considering that in the existing terminology
prescribed by the Law employers rightly conclude that
it is sufficient to prescribe in the offer for concluding an
annex to the employment contract that the reason for



transfer is “the need for the process and organization
of work” given that the Labour Law uses this phrase;
(b) or that, having in mind the views of the Supreme
Court of Serbia regarding the transfer of an employee
to other suitable job, the Law explicitly stipulates that
the employer is not obliged to explain in detail in the
contract annex the “needs of the process and organiza-
tion of work” which led to a transfer to other jobs, pro-
vided that the needs of the process and organization of
work are real (and not fictive), that the jobs are appro-
priate in terms of the provisions of the Law and that the
Employee is trained to work on those jobs.

The structure and calculation of salary and sal-
ary compensation for sick leave, national holidays,
annual leave, paid leave, etc. - Salary structure in the
Labour Law is regulated so as it consists of salary for the
work performed and time spent at work, salary based
on employee’s contribution to the employer’s business
success (rewards, bonuses etc.) and otherincome based
on the employment relation, according to the general
act and employment contract. Furthermore, salary for
the work performed and time spent at work is based on
base salary, work performance and increased salary. All
those elements are regulated in more detail by general
act and employment contract. The aforementioned
structure is quite complicated and therefore, the inter-
national companies which are doing business in Serbia
do not have the possibility to calculate salary for their
employees as elsewhere in the world where they oper-
ate, so they are practically forced to apply complicated
salary structure and calculation in Serbia. That is why it
is necessary to simplify the salary structure and its cal-
culation. Besides that, although the new Law on Health
Insurance introduced certain novelties regarding the
salary compensation during sick leave, there remains a
problem that salary compensation is equivalent to the
average salary in the previous 12-month period, the
same as with salary compensation during national hol-
idays, annual leave, paid leave, etc. This leads to a situ-
ation where salary compensation is higher (mostly due
to bonuses) than the salary employee would get if he
had worked. The direct consequence of this is inability
to plan companies’ budgets. It is also demotivating that
the employee has a higher income during the period of
absence than during the period of work.

Flexible work organization - constantly evolving in
practice and taking and assuming a greater role in the
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evolution of companies and employee relations. How-
ever, for the time being the legal solutions do not fully
follow this dynamism, so that provisions of the Labor
Law regulating work outside Employer’s premises are
incomplete and have contributed to the creation of chal-
lenges the Employers meet in practice, but also to the
unnecessary risks-taking by Employers. These risks can
be eliminated with more precise definition of the cate-
gories of such work — work from home and remote work,
by relativizing the concept of “workplace” as obligatory
element of the employment contract, as well as by intro-
ducing general principles for the compensation of costs
for work outside Employers’ premises. In order for work
organization to be able to follow the need for quick tran-
sitions and changing circumstances of the new normal-
ity, it is necessary to amend Article 171 of the Labor Law
to determine that: (@) Annex to the employment contract
changes in the contracted conditions of work, the sub-
ject of which would be transition to work regime out-
side Employer’s premises or vice versa, (b) Annex to the
employment contract is not concluded under conditions
when the employees only occasionally work outside
Employer’s premises, in line with Article 50, paragraph 2
of the Labor Law, where in such cases conditions of work
outside Employer’s premises are determined by the
Employer’s general enactments and are determined in
agreement between line manager and employee. More-
over, regardless of the type of employee engagement,
the provisions governing overtime are rather restrictive
and should be amended to provide e with greater flex-
ibility when deciding to implement overtime and how
to compensate for overtime (via increased salary or days
off). This is especially crucial when discussing employees
in managerial positions.

Termination of employment due to technological,
economic, or organizational changes, abuse of the
right to sick leave, use of alcohol, subjective and
objective statutes of limitations, notice period in case
of dismissal by the employee, termination of employ-
ment contract with probationary period - The proce-
dure for terminating employment due to technologi-
cal, economic, or organizational changes (redundancy)
is not precisely regulated by the Labour Law. Above
all, in cases of termination of employment when due
to technological, economic, or organizational changes
the need to perform a certain job ceases or there is a
reduction in the scope of work, the Labour Law did not
regulate the procedure for the case of the so-called
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individual redundancy (situation where there is no stat-
utory requirement for adoption of redundancy pro-
gram). This issue is particularly important considering
that in previous years, several decisions of the Supreme
Court of Cassation have been published, which inter-
pret the redundancy procedure and the order of the
mentioned actions in different ways, precisely due to
the aforementioned loopholes in the Labor Law, which
increases the legal uncertainty in the application of this
law. As for the redundancy program itself, there are
many questions, and it is unclear whether the employer
should first change the rulebook on job systematization
or implement a redundancy program. There are also
some doubts regarding the application of measures
for employment, especially the additional qualification
and retraining. In addition, the Labor Law does not reg-
ulate the procedure for termination of employment due
to abuse of the right to sick leave, but also due to the
use of alcohol by employees. Although the Labor Law
recognizes the two mentioned reasons for termination,
in practice they cause many dilemmas. Furthermore,
subjective and objective statute of limitations for ter-
mination of employment contract - six months from the
date of learning about the facts / one year from the date
of occurrence of the fact, is too short defined, which is
especially evident for employers with large numbers of
employees, complex structures and processes, mainly
regarding the employers who can initiate the proce-
dure for termination of the contract only after the inter-
nal controls determine the overall factual situation.
For these reasons, in complex cases, legal deadlines
are often breached, and the situation is that employ-
ees who have grossly violated their work obligations or
have not respected work discipline remain employed.
In practice, a major problem is the inability to arrange
a notice period longer than 30 days in the event of dis-
missal by an employee. This is especially evident when
the employment termination is initiated by the director
or another member of the management, because usu-
ally itis extremely difficult to find adequate replacement
in a short period of time. In addition to the above, it
often happens that the employee simply stops coming
to work for the employer (without first regulating the
labor law status with the employer), because he estab-
lished a working relationship with another employer,
with whom he is registered for insurance. The needs of
practice require the introduction of the possibility that,
in the case when an employee establishes an employ-
ment relationship with another employer without giv-

ing written notice to the employer, it is considered that
the employee has canceled the employment contract,
and that in those cases the first employer is not obliged
to implement the procedure for unilateral cancellation
of the contract of work due to violation of work obliga-
tions and non-observance of work discipline.

Also, it is becoming increasingly apparent that when the
employment relationship is terminated during the pro-
bationary period, and based on Article 36, paragraphs 3
and 4 of the Labour Law, the courts take the position that
it is necessary to provide an explanation for the termi-
nation of the employment relationship, which includes
a statement that the employer previously followed the
same procedure as in the case of cancellation of the
employment contract due to failure to achieve work
results, i.e. due to lack of knowledge and ability to per-
form the tasks he is working on, which implies detailed
instructions for improving the employee’s work and
leaving an additional deadline for improving the work.

. Digitalization in labour regulations — The equality of

the use of electronic documents and electronic sig-
nature need to be specifically defined in the Labour
Law to ensure effective and flexible administration of
labor-legal documents. Electronic form is one of the
forms of written format, according to Article 7 of the
Law on Electronic Documents, Electronic Identification,
and Trust Services in Electronic Business, and is entirely
equal to traditional written form, which denotes paper
shape. On the other hand, the Labor Law did not explic-
itly envisage the electronic form of documents and
electronic signature and, in the practice so far, the
Labor Law was applied in such a way that the employ-
ment contract is concluded in paper form, with individ-
ual wet-ink signatures of the Employer’s representative
and the employee. The same holds true for general
labour acts and decisions, which determine employees’
rights and obligations. The present Labor Law, in its
article 75, paragraph 6, prescribes that decisions on the
use of annual vacations, can be sent to the employee in
electronic form, but that, at the employee’s request, the
decision must be also supplied in written (i.e. paper)
form. Also, the problem is rigid attitude of the Labor
Inspectorate on this question — employment contracts,
decisions on employees’ rights and obligations, notice
of dismissal by the employee, have to be in paper
form, personally signed, while the Employers are still
required to provide a stamp, although under the Com-



pany Law, the stamp is no longer obligatory. Therefore,
digitalization in business operations must be recog-
nized through modernization of the Labor Law provi-
sions that will make it possible on an equitable basis:

to adopt all labour-related documents (employment
contracts, employment rules and other general acts,
individual decisions on the use of annual vacation,
leaves, suspension from work, pay slips and other
documents) in a form of electronic document, with
a possibility of using electronic signature, in accord-
ance with the Law on Electronic Documents, Elec-
tronic Identification and Trust Services in Electronic
Business.

Electronic communication between the Employ-
er and employees (posting general and individ-
ual labour-related documents on internal Em-
ployer’s internet notice board and/or by e-mail
correspondence; electronic delivery of notifications
and documents);

Administration of annual vacations through the elec-
tronic system of annual vacation recording, on internet
notice board and abandoning administratively bur-
dening system of issuing annual vacation decisions.

11. Absence of a guideline for the payment of the min-

imum compensation that the employer pays to the
employee in case of contracting a non-competition
clause after the termination of the employment rela-
tionship - Article 162 paragraph 2 of the Labour Law stip-
ulates that a non-competition clause can be concluded
after the termination of the employment relationship if
the employment contract stipulates that the employer
will pay the employee the agreed-upon amount of com-
pensation. In practice, the question of what an appro-
priate amount of compensation is arises frequently, and
it is necessary to establish certain guidelines, so that
employers can be sure that by paying a certain compen-
sation, they have resolved the issue of the prohibition of
competition during the contracted period following the
termination of the employment relationship. The current
situation is that, if the compensation from Article 162
paragraph 2 of the Labour Law is contracted in a dispro-
portionately low amount (which is an issue that should
ultimately be resolved by the court), the employee is per-
mitted to later request a determination of the nullity of
such a provision, which creates a problem in practice and
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introduces legal uncertainty.

12. Reinstatement of the employee in case of annul-
ment of the dismissal decision - Regarding Article 191
of the Labour Law, it is necessary to finally resolve the
dilemma that arises when the employee has legally
prevailed with a claim for the annulment of the dis-
missal decision, and the employer is obligated to return
him to work, but the employer has no vacancy in his
work organization or no suitable position to assign the
employee to. Employers are uncertain as to whether
they must create a new position at any cost or whether
they have the option of declaring the employee redun-
dant and paying him severance pay.

13. Submission of documents in the employment relation-
ship - The current legal solution regarding the submission
of documents from the employment relationship is unsat-
isfactory because it does not cover all cases involving sub-
mission of documents from the employment relationship.
This situation must be rectified so that employers clearly
understand how to submit all such documents.

14. Change of employer - The current legal solution is
unsatisfactory because the Labour Law does not define
what constitutes an employer change, which in prac-
tice generates dilemmas and legal uncertainty.

15. Termination of the employment contract upon trans-
fer of the employment contract to the successor
employer. The current legal solution lacks a precise
definition of how an employer can terminate a contract
with an employee who refuses to transfer the contract
to a successor employer. It is unclear from Article 149 of
the Labour Law, r on what grounds an employer may
terminate a contract with an employee who refuses to
take over the contract.

With the change of relevant provisions of the Labor Law,
we consider it necessary to also change the Law on Records
in the Labor Field and carry out adjustment of the obsolete
regulation with modern digitalization processes, by intro-
ducing an explicit possibility for safekeeping documents
in electronic form, while also adjusting deadlines for docu-
ments safekeeping. If more work would be done on digital-
ization, the positive effect on business would be manifold,
primarily through the promotion of efficiency of business
operations, costs savings, but also important ecological
effects (minimum use of paper).
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Digitization of labor law documents. In order to align with the trends, solutions and opportunities brought
by the digitalization process, it is necessary to amend the Labour Law in order to define an alternative way
of administering employment rights and obligations using electronic documents and electronic signature
(adoption of acts and concluding contracts), alternative formal communication on the employer — employee
relationship electronically, primarily via e-mail or other similar channels of electronic communication and with
the use of internet notice board, electronic records as well as submission of documentation electronically, etc., as
ways and forms that would be completely equal to the currently valid forms. Also, we believe that it is necessary
to amend the Law on Labour Records in relation to three key points: determining the maximum retention period
up to five years after termination of employment, explicitly permitting electronic records and use of various IT
tools for this purpose and prescribing the correct way to dispose of paper employee files.

Flexible working conditions outside of the employer’s premises. Introduction of a possibility of regulating
employment when establishing it or in its course so that the employee would work one part of his working time
outside the employer’s premises (not just from home), as well as a possibility of changing the work regime and
concluding and annex to the employment contract during employment, i.e. without the obligation to conclude
the annex (in case when the transition to work regime outside employer’s premises is occasional or short-term, in
which case employer’s provisions of general enactments would directly apply to conditions of work from home).
Since legal certainty and security are required, it is necessary to precisely distinguish the difference between the
work from home and remote work (by the place of work or means of work), and relativize the need to define “Place
of work” as obligatory element of employment contract by introducing, for example, “primary place of work” in
case of remote work, as well as introduce general principles for the compensation of costs for work performed
outside Employer’s premises. Within the framework of a flexible organization of work, possibility of implementing
overtime should be widened so that it is not limited only to unforeseen circumstances. The Employer and employee
should have the freedom to agree on the reason for and purpose of overtime, and the Employers should be able to
negotiate a manager’s fee that includes overtime pay for managers who work overtime.

Rational salary structure and salary compensation. We propose that work performance be viewed only as an
optional component of compensation, as opposed to a mandatory one. In addition, the premise for calculating
the salary compensation during the absence from work is proposed to be the base salary plus seniority pay.
This would make it much simpler for all employers to manage salaries, provide greater flexibility in both the
salary contracting and budgeting, and make the salary structure itself more transparent. Also, we propose that
the amendments to the Labour Law clearly define the elements or conditions for determining the base salary
and the general act of the employer that determines these elements, as well as to determine the conditions for
offering an annex which stipulates a change the base salary.

Flexible engagement of students in practice. We propose amendments to the section of the Labour Law in the
part that regulates professional training and development. These amendments should enable high school students,
students and other persons outside employment (both in the field of education and outside the field of education)
to gain practical knowledge and experience in a real-world work environment, career advancement, and easier
future employment through the use of flexible engagement models. Existing provisions on vocational training and
development should be amended to remove additional conditions limiting the possibility of such engagement,
and the same should be provided regardless of the employer’s activity and whether it is the public or private sector.
The competent ministry may establish all necessary mechanisms to prevent abuse of this institute, if this was the
reason for the introduction of restrictions by Article 201. In this regard, in order to develop good and safe practice, it
is necessary to harmonize the provisions of the Labour Law so that they form a consistent labour law regulation with




)

W HITRBO0R

the provisions of the Law on Dual Education and the Law on the Dual Model of Studies in Higher Education, which
regulate working conditions of high school students and university students.

Alternatively, an adequate law on work practice could be a good way to regulate the employment of students.
However, the draft of this law that was on public discussion provided for flawed solutions based on which
practitioners can perform work practice for a certain period after schooling, for work in a profession within
the acquired level of qualifications, which leaves room for the interpretation that work practice within of the
aforementioned law, students cannot work for the occupation for which higher education is provided (since at
that moment they have acquired secondary education). It remains to be seen what the final solution of the future
law will be and whether it will represent an adequate basis for the employment of students.

More flexible conditions and procedures for employment termination. It is necessary to: (a) extend the statute
of limitation periods for the conduct of proceedings (the subjective period of 6 months to be extended to at least
one year and the objective period to 3 years), (b) in the event of the employment contract termination, extend
the maximum duration of the notice period from 30 to 60 days (c) enable employers to issue decisions in the
form of an electronic document determining measures (dismissal or milder measure) or releasing employees
from liability, as well as delivery these decisions are executed electronically, (d) the employee’s refusal to receive
the decision served on the employer’s premises as if the act had been delivered, (e) enable the employer to
unilaterally release the employee from work during the notice period (when the notice period is prescribed/
contracted) with the salary compensation payment in the amount equal to the employee’s base salary, (f)
regulate the procedure of termination of employment due to technological, economic or organizational changes
- redundancy in cases when program is mandatory - is the employer obliged to first amend the rulebook on the
systematization of workplaces or to adopt a solution-finding program of employee redundancy first, and when
program is not mandatory, clearly state the obligations of the employer or whether the employer is obliged to
address a representative union within the company and the republic organization responsible for employment,
whether he is obliged to apply measures for new employment and how they are being applied, especially
additional qualification and retraining, etc. (g) regulate the procedure of termination of employment due to
abuse of the right to sick leave, but also the termination procedure due to the use of alcohol by employees, (h)
to be defined by the Labor Law that the establishment of an employment relationship with another employer
who submitted the employee’s application for insurance, without prior written notice to the original employer,
is considered a termination of the employment contract by the employee, effective on the first day he did not
report to work at the employer.

Termination of a probationary employment contract. Amend Article 36 of the Labour Law by specifying:
(a) that the report of the immediate superior is sufficient justification for the termination of the contract with
probationary work, during the probationary period, and that the employer is not required to give the employee
any additional period for improvement of his work; (b) that in the case referred to in Article 36, paragraph 4, it
is not at all necessary for the employer to justify why the employee did not demonstrate appropriate work and
professional abilities, but that he can only issue a declarative decision stating that the employee’s employment
ends on the day the probationary period expires.

Introduction of guidelines for defining the minimum compensation that the employer pays to the employee
in case of contracting a non-competition clause after the termination of the employment relationship.
Amend Article 162 paragraph 2 of the Labor Law specifying that the agreed amount of compensation cannot
be lower than, for example, 1/3 of the average net salary in the previous 3 months before the termination of the
employment relationship, for each month of validity of the non-competition clause, after the termination of the
employment relationship.
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Specifying the procedure for returning an employee to work. Amend Article 191 of the Labour Law by specifying
that if the court legally obliges the employer to return the employee to work, and the employer does not have a
vacant position in his organization to which he can assign the employee, he has the right to declare the employee
redundant in the sense of Article 179 paragraph 5 point 1 of the Law on work and pay him severance pay.

Specifying the submission of employment-related documentation. Amend Article 193 of the Labour Law to
specify that the provisions on delivery of the decision on dismissal from Article 185 apply to all documents from
the employment relationship, including the offer and the annex to the employment contract.

Change of employer. In Article 147, it is necessary to specify precisely what constitutes a change of employer, i.e.,
which situations (aside from status changes prescribed by the Companies Act) constitute a change of employer.

Cancellation of the employment contract in terms of Article 149 of the Labour Law. Article 149 of the Labour
Law must be amended by specifying the grounds on which the employer may terminate the employment contract
of an employee who refuses to take over the employment contract - does he have to declare him redundant or is
it possible to terminate the contract based on Article 175 paragraph 1 point 7) (in other cases determined by law).

Since the adoption of the Law in 2009, the goal of the leg-
islature has been to raise awareness and increase employ-
ment of persons with disabilities (PwD) in all industries, by
applying the same rules to all industries, regardless of their
key differences. In that respect, the legislature’s disregard
of the fact that some industries require full working ability
caused significant challenges for employers, which will be
difficult to overcome.

There were no significant changes in the field of PwD employ-
ment and inclusion in relation to the previous period regard-
ing legislation activities. The impression is that neither the
legislature, nor the implementing institutions have made this
legislative area a focus of their attention. Positive progress can

be seen in forming of various organizations and platforms
with focus on this topic. It is a significant effort of such organ-
izations to make this group of candidates visible on the mar-
ket, as well as to bring their needs closer to Employers. These
efforts could give good results in the future.

Problems remain the same and are reflected in the
following:

The problem for employers is the lack of staff that would
apply for jobs appropriate for PwD.

Working in some industry sectors (such as construction,
private security, manufacturing, etc.) requires specific
medical fitness and it is therefore practically impossible
to employ PwD.

Failure to carry out the classification of business activ-
ities of employers that, due to their nature, cannot be
subject to the application of the Law in the same way
as business activities not requiring special medical fit-
ness or special mental or physical abilities of employees
for certain jobs. Furthermore, companies selling servic-
es rather than products, where employees with special
mental and physical characteristics are a key factor in
performing core business activities, are unable to meet
the requirements set by this Law.



The Law on Vocational Rehabilitation and Employment
of Persons with Disabilities is in conflict with the Law on
Private Security. The latter stipulates that, starting from
1 January 2017, private security activities can only be
carried out by persons with an appropriate license the
acquisition and maintenance of which requires appro-
priate mental and physical abilities. This especially ap-
plies to employees handling weapons, who are required
to undergo annual health check-ups. Thus, companies
from the private security industry are additionally pre-
vented from complying with provisions of the Law on
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Vocational Rehabilitation and Employment of Persons
with Disabilities.

Although there is a possibility for current employees to
undergo an assessment of their working ability to be
recognized as PWD, in practice such a procedure is very
complex and administratively cumbersome, as it includes
the submission of numerous documents by the employ-
ee and the involvement of different state authorities with
somewhat overlapping powers within just one procedure
(the National Employment Service [NES] and the National
Pension and Disability Insurance Fund [NPDIF].

Because the regulations listed herein are considered particularly important and vital for attracting and maintaining
foreign investments, and given that the very purpose of this Law is the inclusion of PwD, the FIC previously provided
and is still putting forth a number of suggestions on how to improve the situation. To this end, here we underline the
most important recommendations on how to improve the existing legal framework and practice:

Classify business activities subject to a limited application of the Law, due to their specific nature (e.g. private
security, manufacturing, construction, etc.), meaning that in these activities the number of PwD the employer must
hire should be calculated relative to the number of employees in jobs that do not require special medical fitness
pursuant to the law and/or nature of the business activity and that can be performed by employees with disabilities.

The assessment of and the issuing of a decision on working ability should be performed by the same body to
accelerate the procedure. We suggest that the procedure and decision-making should be accelerated and the list
of documents required by the authorities from the employee be reasonably decreased.

We believe that a more efficient manner for increasing the employment rate of PwD would be to incentivize

employers with subsidies for their employment.

Employment of foreigners is regulated by the Employment
of Foreigners Act from 2014 and the Foreigners Act from
2018. Last amendments to both acts, have entered into
force in August 2023, whereas the most significant provi-
sions had come into force from February 1st, 2024. By laws
had been adopted in January 2024.

The employment, special cases of employment and self-em-
ployment of foreigners in Serbia is subject to obtaining sin-
gle permit, except in cases set by the law.

The Amendments to the Act on Foreigners and the Act on
Employment aim to simplify the procedure for obtaining
temporary residence permit and work permit.

The single permit, which includes temporary residence
permit and work permit, is issued upon the Employer’s or
expat’s application submitted online through websites
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Euprava and Welcometoserbia. Should the Immigration
Office and the National Employment Service find the con-
ditions are met, they will issue the single permit. The legal
deadline to decide the application is reduced to 15 days
from submitting the application properly. It is provided for
social insurance registration based on the confirmation of
launched process for single permit issuance. An additional
improvement is provided in the e-administration system
to enable launching of the application process ahead of a
planned start of work. Expectingly this will be a solution for
the practical needs of the processes of planning, budgeting
and administering within groups or between companies,
especially in cases of secondments and intra-company
transfers or applications submitted from abroad.

The amendments to laws should make progress, especially
taking into account the following:

The labor market test is done upon the Employer’s va-
cancy nomination (PPZ) submitted separately or as an
integral part of the single permit application. The NES
will issue an assessment within a period of 4 days.

The single permit will be issued for a duration of up to
3 years. It remains for practice to take a stand in cases
where bilateral conventions prescribe a shorter term.
The application for the single permit for a new period (in
the previous law: extension) can be submitted not ear-
lier than 30 days before the expiration date and no later
than the date of expiration of the single permit.
Application through the websites and issuance of the
single permit in the form of a biometric document.
Foreigners may work also based on the Visa D without
need to apply for the single permit, in the period of up
to 180 days.

The fact the employer had not declared any redundancy
from the nominated job position within three months
prior to the application is proved by a certificate issued
by the CROSO. The employer must additionally submit,
along with such certificate, a statement that no redun-
dancy has been declared from the nominated vacancy
or if redundancy has been declared within the period
of three months the Employer is held to submit the in-
dividual dismissals in order to establish that they relate
to other jobs. It has been announced that the NES will
obtain this information ex officio from CROSO, however,
the register does not contain information about the job
that was subject to redundancy, since it is not compiled
in the deregistration.

The labour market test is required for obtaining single
permit in each case, even regarding the senior manage-
ment, which is impractical, as well as in the cases of re-
newal of residence and work permit, for the employees
who perform work at the same position.

Some employers report problems in working with the
portals, such as not receiving notifications in e-inbox or
their deletion, unclear notifications about the need to
supplement documentation, delays in issuing the single
permit, the inability of the authorized person to submit
the single permit online application on behalf of the em-
ployer, etc. Technical improvements to the online form
are expected that will resolve these issues.

Although in accordance with the Law, foreigners are al-
lowed to work on the basis of Visa D during the period
for which itis approved, in practice a problem arises due
to the impossibility of registering to CROSO with the
registration number which the foreigner receives.

declared redundant.

by the regulations.

The Central Registry of Mandatory Social Insurance should contain the exact job title of the employee who was

Technical improvements to the online forms which will enable an efficient use of all the functionalities provided

Facilitating the registration of an employee to CROSO on the basis of a Visa D.



The Act on Conditions for Secondment of Employees to
Temporary Work Abroad and their Protection (“Second-
ment Act”) has been in effect since 13 January 2016, reg-
ulating secondment of employees abroad by a Serbian
employer for the purpose of temporary work or vocational
training and development abroad. The Secondment Act
defines the following types of secondment: (i) performance
of investment and other works and provision of services,
pursuant to a business cooperation agreement or another
adequate basis; (i) work or professional training and devel-
opment at the employer’s business units established
abroad, pursuant to a secondment enactment or another
appropriate basis; and (iii) work or professional training and
development in the context of intra-company movement
pursuant to an invitation letter, intra-company movement
policy or another appropriate basis (which includes second-
ment to a foreign employer that has a significant equity in
the Serbian employer or exerts controlling influence over
the Serbian employer, or to such foreign company which is,
together with the Serbian employer, under the control of a
third foreign company).

The Secondment Act does not apply to business trips
abroad which last for up to 30 days continuously or up to
90 days with interruptions within a calendar year. In 2016,
the Ministry of Labour issued an opinion which states that
the employer can refer its employees to business trips
abroad irrespective of the said limitations, if such business
trips do not fall under one of the cases (i) - (iii) from the
previous paragraph (e.g. business trip abroad for the pur-
pose of negotiations with a potential business partner and
concluding a business cooperation agreement).

An employer can second abroad only its employees, and
not persons engaged outside employment. The employer
and the employee must conclude the amendments to
employment agreement regulating the terms of second-
ment abroad (the mandatory elements are prescribed by
the Secondment Act). The employee must be employed
at the employer which is seconding the employee for at
least three months prior to secondment (except in case
secondment assumes work which falls within the employ-

W HITRBO0R

er's core business activity, and if the number of employees
to be seconded does not exceed 20% of the total number
of employees at the employer; furthermore, the exception
also applies in certain cases of secondment to Germany).

An employee may be seconded abroad only with his writ-
ten consent. When the possibility of secondment abroad
is stipulated in the employment agreement, no additional
consent is required, but the employee may refuse second-
ment abroad forjustified reasons prescribed by the Second-
ment Act (e.g. during pregnancy). The initial duration of
secondment is limited to 12 months, with the possibility
of extension. In case of secondment of fixed-term employ-
ees, the duration of secondment may not exceed the term
of their employment, and the time spent on secondment
does not count toward the maximum statutory duration of
fixed-term employment.

The employer must register the change of the seconded
employee’s social security insurance ground in the Central
Registry of Mandatory Social Security Insurance, and state
the host country, as well as any subsequent change of the
host country.

There were no positive developments in this area in the
past period, compared to the previous edition of the White
Book.

Although the Secondment Act provisions do not apply
to business trips abroad the duration of which does not
exceed 30 days continuously or 90 days in total within a
calendar year, in practice of a large number of employers,
this limitation is inadequate when it comes to managerial
positions which require frequent business trips for the pur-
pose of performing work for the employer abroad, since
the employees who work at managerial positions are often
required to be on business trip abroad for more than 90
days in total within a calendar year.

Limiting secondment abroad for the purpose of vocational
training and development only to the employer’s business
units abroad, and only to a group of entities affiliated with
the employer based on equity or control, has been disputed
in practice. By not allowing secondment for the purpose
of vocational training and development at the companies
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abroad that are not related to the domestic employer based
on equity or control, but on some other basis (e.g. contrac-
tual relationship), the movement of employees seeking train-
ing and development abroad is an unnecessary constraint.

The Secondment Act prohibits secondment abroad of

employees under the age of 18 (unless another statute
regulates otherwise). This limitation is unnecessary, hav-
ing in mind that secondment for the purpose of vocational
training and development can be useful for employees
between the age of 15 (the statutory condition for estab-
lishing employment) and 18.

We recommend extension of the maximum period employees at managerial positions are allowed to stay abroad
on the basis of referral to business trip, without application of the Secondment Act to up to 180 days in total
within a calendar year, instead of the currently applicable 90 days.

We recommend allowing secondment abroad for the purpose of vocational training and development also to
the entities which are not necessarily related to the employer by equity or control.

We recommend allowing secondment abroad of employees under the age of 18.

The Staff Leasing Act (“Official Gazette of the Republic
of Serbia”, no. 86/2019) (“Staff Leasing Act”) entered into
force on 1 January 2020, and became applicable on 1
March 2020. This is the first time that staff leasing and
staff leasing agencies’ work are regulated in Serbia. The
Staff Leasing Act regulates the rights and obligations of
leased employees employed at a staff leasing agency,
equal treatment of leased employees regarding cer-
tain employment rights and rights arising from work,
the conditions for temporary employment, the opera-
tion of the agencies, the conditions for staff leasing, the
relationship between an agency and a beneficiary and
the obligations of an agency and a beneficiary towards
leased employees. However, the Staff Leasing Act cre-
ated certain problems, such as those connected with
the notion of comparative employee, the limitation of
the number of leased employees who are employed for
a fixed-term with an agency that a beneficiary can lease,
and the presumption of staff leasing.

There were no positive developments in this area in the
past period, compared to the previous edition of the White
Book.

The Staff Leasing Act prescribes that a beneficiary can
engage leased employees who are on a fixed-term employ-
ment contact with the staff leasing agency only if the num-
ber of such leased employees does not exceed 10% of
the beneficiary’s total workforce. This provision has many
negative effects. Prior to the adoption of the Staff Leasing
Act, one of the reasons for staff leasing was that there are
industries in which the volume of workload is uncertain, i.e.
there are sudden decreases and sudden increases of work-
load. In such industries, the beneficiary needs to engage
leased employees for a fixed-term, during the increase of
the workload, and during such times the number of the
leased employees the beneficiary needs can easily exceed
10% of the beneficiary’s total workforce. With the adoption
of the Staff Leasing Act, this can no longer be done because
it is not realistic that staff leasing agencies will employ peo-



ple for indefinite-term in order to lease them to the ben-
eficiaries for a fixed-term. This leads to an increase in the
number of persons engaged on the basis of the agreement
on temporary and periodical work (directly or through a
youth cooperative). Workers engaged on this basis are less
protected than leased employees under the Staff Leasing
Act (persons engaged based on the agreement on tempo-
rary and periodical work are not guaranteed the same work
conditions as comparative employees at the beneficiary).
Reduced flexibility in engaging staff in Serbia certainly
discourages potential and existing investors. Limiting the
number of fixed-term employees that a beneficiary can
lease from a staff leasing agency practically obviates the
need for staff leasing agencies on the Serbian labor market.

The concept of a comparative employee from the Staff
Leasing Act introduces legal uncertainty and potentially
leads to the violation of the basic principles of the labor leg-
islation. Namely, the Staff Leasing Act defines a compara-
tive employee by developing the basic idea of the Directive
2008/104/EC (harmonization with the Directive 2008/104/
EC was one of the goals when adopting the Staff Leasing
Act). However, the Staff Leasing Act prescribes that, when
there is no comparative employee at the beneficiary, the
leased employee’s base salary cannot be less than the base
salary of the beneficiary’s employees who have the same
degree of professional qualification or same qualification
level as the leased employee. This solution is not in the
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spirit of the Directive 2008/104/EC. In addition, a potential
consequence of this solution is that leased employees and
the beneficiary’s employees, who have the same degree of
professional qualification, would be entitled to the same
base salary even if their jobs are different (the complexity
of the job, and responsibility are not taken into account).
This is contrary to the equal pay for equal work principle.

The Staff Leasing Act introduces the presumption of staff
leasing, according to which a person who does the work
for the beneficiary or at the beneficiary’s premises, but has
an employment agreement or other type of engagement
agreement with another employer, is considered a leased
employee unless proven otherwise. The Staff Leasing Act,
therefore, does not recognize situations in which a ben-
eficiary and another employer have a business coopera-
tion agreement, service agreement, construction agree-
ment etc., on the basis of which the employees of another
employer work for the beneficiary or at the beneficiary’s
premises. The possibility to rebut the presumption (“unless
proven otherwise”) does not offer sufficient legal certainty,
i.e. it unnecessarily shifts the burden of proof to the benefi-
ciary. Having in mind that the Staff Leasing Act defines staff
leasing in detail, and determines who can be considered a
leased employee, the staff leasing presumption is unneces-
sary, and can result in practice in unwarranted misdemea-
nor proceedings and expose the beneficiaries to unneces-
sary costs of overturning the statutory presumption.

there is no comparative employee at the beneficiary.

We recommend deletion of Article 14 of the Staff Leasing Act, which limits the number of employees employed
at the staff leasing agency on a fixed-term basis that a beneficiary can lease.

We recommend deletion of Article 2 paragraph 5 of the Staff Leasing Act, which regulates situations in which

We recommend deletion of Article 17 of the Staff Leasing Act, which prescribes the staff leasing presumption.
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Human capital in Serbia is one of the most important
resources for the economic growth and development of
our country. In the past period, a definite improvement of
the educational system was visible, which contributed to
the increase of better qualifications of the workforce. The
country’s universities and colleges offer a wide range of
programs and occupations, and there is a visible increase in
the number of young people completing higher education.
However, Serbia is facing serious challenges such as brain
drain, where highly skilled labor goes abroad in search of
better business opportunities and life. This directly affects
the reduction of labor availability within the country.
Highly qualified people, as well as people with a lower level
of education for basic jobs, are very challenging to hire and
retain because they leave the country trying to find bet-
ter-paid work abroad. On the other hand, there is a con-
stant need for additional investments in training, develop-
ment and improvement of the workforce. strength in order
to respond to the changes and demands of the modern
labor market. All activities aimed at encouraging entrepre-
neurship, developing the IT sector, promoting education
and greater involvement of young people in innovative
projects can significantly improve the state of human capi-
tal in Serbia and contribute to long-term economic growth.

In addition to all of the above, the situation on the labor mar-
ket is becoming more and more challenging. In the previ-
ous period, the biggest challenge for companies was find-
ing and attracting candidates, as well as retaining existing
employees. Such a trend is visible for a longer period of time.
It points out that companies have big challenges on how to
keep existing employees on the one hand, and on the other
hand how to attract better candidates from the labor market.

The lack of employees is felt in all industries. This deficiency
is evident both in the number of executors required and
in their professional structure. There is a noticeable lack of
competence, knowledge and skills for various positions in
all activities. These problems become major organizational
challenges for companies.

Another visible segment that we accepted from the previ-
ous period was working from home as an important bene-
fit that employees use frequently. This type of work ceases

to be dominant and its representation is rapidly decreasing.
The reasons for this are different, and from the IT industry,
which used it the most, it becomes only one benefit and
the possibility to allow employees to work from home 1-2
times a week.

The unemployment rate varies in the territory of the Repub-
lic of Serbia, which, in many ways, reflects the state of the
economy in different parts of the country, and unemploy-
ment is still the lowest in the territory of Vojvodina, which
is why employers in the territory of this autonomous prov-
ince face a great challenge in the recruitment and selection
of suitable personnel. The unemployment rate in the entire
country in the first quarter of 2024 was around 10.1%, while
employers have increasing challenges to find, attract and
retain the workforce and especially quality candidates,
especially in the field of IT where major changes and devel-
opments are visible that have caused employers to become
more cautious when investing in new technologies and hir-
ing more people.

Finally, despite the economic crisis that hit the whole world,
the minimum wage will be increased this year as well as the
previous one.

Certain changes related to the state’s efforts to support
employment in all industries are visible.

Despite the numerous efforts of the Government and the
legislation to stand in the way of the negative appearance of
the problem of the gray economy and illegal work, it is still
very current. The number, age structure and qualifications of
labor inspectors are one of the key challenges that the state
must face. Unloyal competition, unfair market competition
in various, especially low-profit industries and a large num-
ber of economic entities that do not fulfill basic legal and fis-
cal obligations towards employees and the state, as well as
unpredictable labor costs, represent a major obstacle to the
development of the market as well as human capital.

The education system still needs to be improved and better
connected with the business community. In this way, the
gap between education and the needs of employers would
be reduced, and the image of the Republic of Serbia as a
desirable investment location would be improved. It is nec-
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essary to promote the importance of education at all levels,
because it is a generator of the development of society, the
economy and the entire country.

It is necessary to encourage the trend of rejuvenating the
population as well as stimulate the migration of human cap-
ital within the Republic of Serbia in order to equally develop
underdeveloped areas and thereby reduce the gap in the
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needs of the economy in different parts of the country. The
decision of foreign investors to enter the market of a certain
country is conditioned by the quality and structure of the
labor force in the market as well as clear labor costs.

With the current situation and the planned amendments to
the Labor Law, there is a great need for amendments to the
Law in various areas.

The education system should continue to be improved. For that, it is essential to establish regular contact
between the Council and the Government, the ministries responsible for education, youth and sports, as well
as with universities. The Council and the business community in Serbia are ready to provide support and make
available their expertise, and based on the analysis of the needs of the economy and the real sector, create and
establish new educational profiles, as well as regularly correct enrollment quotas at all faculties in accordance
with market needs.

Define the legal framework for the relationship between employer and student in order to simplify the application
of professional practice of students during regular schooling.

Define the legal framework for the training of persons with higher educational profiles for independent work in
the profession, regardless of the acquisition of the conditions for passing a professional exam, i.e. performing an
internship.

With the employment action plan of the National Employment Service, define, redefine and expand the range of
educational profiles that will be included in the action plan and employment policy, that is, listen to the needs of
the market and employers.

Create a plan for the migration of human capital within the territory of the Republic of Serbia in order to equally
develop underdeveloped areas and thereby reduce the gap in the needs of the economy in different parts of the
country, and in order to prevent migration outside the Republic of Serbia, citizens have already been given an
incentive to within the territory of the Republic of Serbia look for a better place to live and work.

Consider supporting employment by reducing employment costs, especially in relation to taxes and wage
contributions, as well as legally define all aspects of working from home.

Facilitate and promote supplementary work at all levels.
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The period before us was in many ways characterised by
the experts’ meetings and conferences regarding the appli-
cation of the Law on Safety and Health which was adopted
on 28 April 2023 (Official Gazette, no. 35/2023) (hereinafter:
the “Law”) and entered into force on 7 May 2023. The Law
brings many changes, and the employers were left with a
two-year deadline to comply their business activities with
the Law. Although, it is expected that many questions will
be further regulated with bylaws, for whose passage there
is an 18-month deadline from the day the Law was put
into force. Some of the most noteworthy novelties refer to
the new definition of the concepts of workplace, work at
heights, high-risk workplace, risk assessment, risk assess-
ment acts, prevention, preventive measures, expanding
the authority of the labour inspection, tightening of penal
policy concerning legal entities and responsible persons,
giving more importance to data protection etc. On the
other hand, new concepts were introduced such as work-
site, workplace environment, work at depths, remote work
and working from home, health and safety advisor and
health and safety associates, employee representative,
harmfulness, electronically maintained records of work
injuries and license registries, as well as the introduction of
a work permit issuance system.

The general impression indicates that the legislator’s inten-
tion, with this Law, was to introduce the domestic system of
safety and health at work with European standards, as well
as to raise consciousness and responsibility of all agents
within the safety and health at work system, notably with
the employers. The end goal of the Law surely is to prevent
workplace injuries, occupational diseases and diseases
relating to work, all for accomplishing the physical, psycho-
logical, and social welfare of the employees throughout
their working lives.

The pandemic of the infectious disease COVID-19 led to
the mass application of the work-from-home model, i.e.
remote work, by employers throughout Serbia, and in the
period after the pandemic, many employers whose work

process allows it, continued to apply these models. Work-
ing from home and remotely is now regulated by the Law,
but it is still not known whether this topic will be addition-
ally regulated through by-laws. Employers can now, within
the confines of the law, make the work organisation more
flexible and competitive in the labour market, as well as
more securely respond to the demand of candidates and
employees for this work model, which, in the end, can
also influence the decentralization of the labour market
because a stable internet connection and a computer have
become often sufficient for performing jobs.

Also, by introducing the concepts of electronic records and
registries of work-related injuries, it is anticipated that the
work of professionals in this field will be significantly sim-
plified, and that the work of state agencies will become
more efficient.

The legislator’s intention to distinguish the concepts of
health and safety advisors and health and safety at work
associates, by determining the professional profile and the
minimum number of these persons at the employer in rela-
tion to the type of activity and the number of employees
at the employer, as well as the introduction of appropri-
ate licenses for individuals according to the type of work
they perform, and thus further improve the quality in per-
forming these jobs, is also recognized. However, it remains
uncertain whether the exclusion of social-humanistic
sciences from the educational profile of advisors will result
in a labour market shortage for advisor positions.

By determining the professional profile and the mini-
mum number of these persons at the employer in rela-
tion to the type of activity and the number of employees
at the employer, as well as the introduction of appropriate
licences for individuals according to the type of work they
perform, the legislator intends to distinguish the concepts
of health and safety advisors and health and safety associ-
ates and thereby improve the quality in performing these
jobs. It remains uncertain, however, whether the exclusion
of social-humanistic sciences from the educational profile
of Advisors will result in a labour market shortage for Advi-
sor positions.

The Law increases the level of protection that employees
receive in relation to periodic mandatory safe and healthy
work training. As a result, employees at workplaces with
higher risks are required to complete such training annu-
ally, while employees at other workplaces must do so



every three years. The Law also established a requirement
for additional training in situations where an employee'’s
life or health is seriously, inescapably and directly in dan-
ger, such as when they suffer a major or fatal workplace
injury. Also, training of employee representatives is being
introduced.

The improvement is particularly evident when deter-
mining the employer’s responsibility to ensure that only
those employees to whom the employer has given proper
instructions and permission to work have access to areas
that are seriously, inescapably, or directly dangerous or
that are harmful in a way that puts the employee’s health
in danger.

The Law now recognizes a wider range of employee med-
ical exams. The Law now also allows for targeted medi-
cal exams, which will be further governed by bylaws, in
addition to the initial and periodic medical exams that are
required for employees in workplaces with increased risk.
Also, the Law now explicitly stipulates that the employer
must regularly, but no later than five years after the previ-
ous examination, send the employee for a medical exami-
nation that corresponds to the risks at the workplace.

Last but not least, the Law gives the employer the freedom
and responsibility to more specifically control the rights
and obligations, measures, and processes for safe and
healthy work in accordance with the specifics of their busi-
ness. All of which ought to improve the standard of enforc-
ing safe and healthy working environments.

Lack of regulation and legal ambiguities around remote
work. The Law does not specifically address the rights and
obligations of those involved in working remotely or from
home, hence remote work has remained legally unregu-
lated. As a result, it would be necessary for bylaws to reg-
ulate at least a basic set of responsibilities for employers
and employees when employees work from home or work
remotely, and industry or company stakeholders should
also be involved in the drafting of these bylaws. Bylaws
should unquestionably address obvious differences that
exist in relation to work from the employer’s premises, par-
ticularly with regard to preventive measures for safe work
from home/remote work, minimum ergonomic require-
ments, lighting, and installations, as well as the creation of
a Risk assessment act for jobs performed remotely.
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Risks associated with monitoring safe home-based or
remote work. Since employers cannot directly control
whether or not the requirements for safe and healthy
work are met in the area where employees perform their
duties, the individual’s constitutional right to the inviolabil-
ity of their home cannot be seen as a constraining factor.
Therefore, while regulating requirements through bylaws
addressing the integrity of electrical installations, lighting,
workspace accessibility, and ergonomic conditions, which
unavoidably need the involvement of employees, which
unavoidably require the involvement of employees. How-
ever, as a result of this, employees’ responsibilities cannot
be the same as when they work from a location that is
directly under their employer’s control. On the other hand,
dangers increase while performing remotely due to trends
and employee demands to frequently change locations
and places from which work is performed (which are not
the employees’ homes), including work outside the terri-
tory of the Republic of Serbia.

Risks related to workplace injuries when working from
home, i.e., remotely. A crucial factor in situations of inju-
ries when working from home is the inviolability of resi-
dence. Because they lack the legal authority to legally visit
the scene of the injury to ascertain its cause and manner,
employers in such situations must rely on information pro-
vided by the employees themselves. It is also necessary
to establish a new code or codes (apart from determining
the workplace environment) that would be submitted to
the competent authorities in case of injuries when work-
ing from home or while working remotely. Therefore, new
bylaws should prescribe how employers will determine
and report the cause of injuries and provide an appropriate
code when work is performed remotely.

Finally, it is equally important to have a clear position on
whether the "workplace” in the context of working from
home includes only the workspace in the employee’s
home where they carry out their contracted duties or also
includes the kitchen, dining room, and bathroom/toilet.

Application of the Law pending the adoption of Bylaw
regulations. The Law stipulates that competent ministries
have 18 months (i.e. by November 2024) to prepare relevant
bylaws. Throughout this time, existing bylaws will still be
applicable if they are not in conflict with the Law. Another
partially ambiguous clause in the Law states that employ-
ers have 2 years (i.e. by May 2025) to organize their opera-
tions in compliance with the Law’s provisions. This clause
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was open for interpretation upon adoption of the Law, i.e. it is unclear whether employers will face penalties during
whether it refers to compliance with all of the Law’s provi-  this two-year period for any Law-related non-compliance.
sions or just those that have to do with advisers’ and associ- It would be important for the competent ministry to pro-
ates’ health and safety licensing obligations. Consequently,  vide an official interpretation and stance on this provision.

Amendments and additions to the Law and/or the adoption of bylaws in relation to the conditions of working
from home or remotely. The Law requires the adoption of bylaws, in order to better regulate specific aspects of
workplace safety and health. In that part, the recommendation is that, to the extent feasible, bylaws whose adoption
is governed by the Law be used to further regulate the conditions of work from home or for remote work:

the procedure for drafting the Risk Assessment Act for jobs performed from home, or remotely;

procedures associated with the implementation of preventive measures, mechanisms for controlling the
enforcement of measures for safe and healthy work, and mechanisms for determining the causes and methods
of injuries during work from home or remote work (primarily preventive measures associated with: work
ergonomics, illumination of workstation, the microclimate in the workspace, adequate equipment, accessibility,
stress management, maintenance of workspace, electrical installations, fire protection, prohibited activities and
conduct, and the employee’s actions in the event of a workplace injury);

employee training for safe work from home/remote work and digitization of the entire training process and work
from home related administration;

a distinct separation of the employer’s responsibilities, obligations and rights, in relation to the application of
measures for safe work from home or remote work.

If it is not possible to regulate the conditions of work from home or remote work by bylaws whose adoption
is mandated by the Law, it is recommended to further supplement the Law in that section, given the trend of
growth and development of work from home or remote work, which necessitates appropriate measures and
procedures for safe and healthy work.

During the adoption of bylaws, it is necessary to consult the economy as well, in order to share practical
experiences and problems in the application of certain legal norms, and thus prevent the unilateral proposal of
norms that are difficult or almost impossible to apply in practice. Also, it is necessary to arrange the processes in
accordance with the general intention to digitize legal processes and procedures as much as possible.




As of the 2019/2020 school year, the Law on Dual Educa-
tion and the Law on Dual Model of Studies in Higher Edu-
cation have been applied in Serbia, regulating the content
and implementation of dual vocational education and dual
higher education and mutual rights and obligations of all
participants. By the amendments to the Law on Dual Edu-
cation from 2023, improvements have been established
which are important for further implementation of learn-
ing through work .

Pursuant to the Law on Dual Education:

Mutual rights and obligations of employers and schools
will be regulated by an agreement on dual education,
to be concluded for a minimum period of three or four
years.

Mutual rights and obligations of employers and stu-
dents will be regulated by an on-the-job training agree-
ment to be concluded between the employer on the
one side, and the parent or legal guardian of a student
under the age of majority, or an adult student, on the
other side.

For dual education, the employer is obliged to provide
an instructor with experience of no less than three years
in the relevant profession, one who has undergone the
appropriate training and has acquired a relevant licence
issued by the Serbian Chamber of Commerce.

The employer will provide the students with personal
protective equipment at work, compensation for actual
costs of transport from school to work and back, meal
allowance, and insurance against injury while attending
on-the-job training.

On-the-job training at a company can be performed
throughout the entire school year, up to eight hours per
day, i.e., up to 30 hours per week, but not in a period
from 10 p.m. to 6 a.m. the next day.

For each hour of on-the-job training, the employer will
pay the student compensation in the amount of no less
than 70% of the minimum wage.
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Pursuant to the Law on Dual Model of Studies in Higher
Education:

A higher education institution which wants to imple-
ment dual study programs shall form a network of em-
ployers who need to employ persons with appropriate
qualifications, and the dual model of studies shall be
implemented based on an accredited study program in
accordance with the law on higher education.

Mutual rights and obligations of employer and higher
education institution will be regulated by a dual mod-
el agreement, to be concluded for a period which can-
not be shorter than the number of years of the study
program.

Mutual rights and obligations of employer and student
will be regulated by an on-the-job training agreement
to be concluded by the employer and the student.

The employer shall provide an adequate number of
mentors who have at least the type and level of higher
education corresponding to the education that the stu-
dent shall acquire according to the study program and
three years of professional work experience.

The employer will pay the student a monthly compen-
sation for each hour of on-the-job training in the net
amount of at least 50% of the basic salary of an em-
ployee working on the same or similar jobs (where such
compensation can be paid in different amounts per
years of study, in range from 30-70% of the basic sala-
ry of an employee working on the same or similar jobs,
but the total compensation paid at the level of the study
program must be at least 50% of the basic salary of the
employee paid for the same period).

In comparison to previous conditions, some progress is
evident in reference to the recommendations set forth by
the National Education Council and the Council for Voca-
tional and Adult Education. Improvements are reflected in
the amendments to the Law on Dual Education, by which
certain provisions of the Law have been specified, but to a
very limited extent. Some of these novelties are as follows:

A preliminary agreement on dual education is to be
concluded;
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The number of hours a student can spend at the em-
ployer has been increased - from 6 to 8;

The amount of compensation for learning through work
still remains a minimum of 70% of the minimum hourly
labour cost for each hour spent learning through work,
while an option is available to pay the compensation in
instalments;

It introduces the concept of training alliances and train-
ing centres;

The concept of learning through work is clearly defined,
and hereof document represents a jointly created plan
between the school and the employer, which can be
amended and supplemented as per the specific needs
of the employer during the term of the dual education
contract;

The structure of the committee responsible for de-
termining if the conditions for performing learning
through work have been met, has been changed (labour
inspectors are no longer required to be members of the
committee);

A person who possesses basic academic and didactic
knowledge and skills and holds a valid authorizations,
issued by national or international regulatory bodies as
per the relevant professional field , is now able to be an
instructor (he/she is not required to undergo training for
an instructor’s license in a dual education);

A financial support for schools and the relevant branch
of the economy can be granted based on the decree
passed by the Government of the Republic of Serbia
(but only in the form of financial aid/support for stu-
dents, as per Article 34, and for education and training
of students for shortage occupations).

The provisions of the Law on Dual Education were also fur-
ther specified by the adoption of certain by-laws that more
closely define only specific segments thereof (establish-
ment and work of the committee for the implementation
of dual education, for example).

The implementation of the Law on Dual Education and the
Law on the Dual Study Model in Higher Education began in

the school year of 2019/2020. Considering the period over
which the provisions of these Laws have been applicable,
their effects are becoming visible, but not yet fully. We can
expect the entire prospective clearly displaying effects and
potential problems which occur in practice to be available
in the upcoming period.

In order for dual education to be fully implemented, pri-
marily as an educational element unifying the theory and
practice which profiles pupils and students for a more com-
prehensive inclusion in modern trends, and as such to lead
the alignment of the education system with the needs of
the labour market, a clear and precise formal legal frame-
work is required which shall determine in more detail the
relation of the Law on dual education to the Labour Law,
the Law on Occupational Health and Safety, as well as other
laws that regulate various aspects of employment.

Furthermore, the issue is raised on defining the aspects of
detail implementation of dual education, in reference to
certain areas of business or specific industries where dual
education is implemented and taking into consideration
the particulars of specific industries.

Although, in principle, the relevant authorities expressed
their willingness to consider providing subsidies and tax
allowances for companies participating in the dual model
of education, since the employers have the obligation of
constant supervision, the appointment of instructors/men-
tors during the entire period of the process, etc. such incen-
tives have not yet been prescribed. There is only a general
provision stipulated under Article 34 of the Law on Dual
Education, which prescribes that the Government shall
establish detailed conditions for granting financial support
to schools and employers as per needs of financial secu-
rity for students participating in educational programs for
shortage occupations (lack of recognition that such sup-
port granted to all employers can be an incentive for partic-
ipating in the dual education project, but also no method
has been provided for determining such support).

The Law on Dual Model of Studies in Higher Education stip-
ulates that an obligatory element of the on-the-job training
agreement shall be a damage compensation in the event
of dismissal by the employer unless the dismissal occurred
without the fault of the employer. However, the Law does
not specify cases in which it is considered that the dismissal
occurred without the fault of the employer, which creates
a problem in practical application of the stated provision.



Further, the Law does not prescribe conditions under
which the employer is obliged to compensate the damage
to the student in case of dismissal, nor does it provide for a
mutual obligation of student to compensate the damage to
the employer, e.g. in case of retaking of the year at the stud-
ies or causing damage to the employer, thus, in reference
thereto, the only solution is to apply general rules on com-
pensation of damages pursuant to the Law on Contracts
and Torts. Additionally, the Law on Dual Education fails to
define compensation for damages under any provision,
which could undoubtedly lead to the conclusion that the
compensation in question shall be interpreted in accord-
ance with other applicable laws.

In reference to school'’s ability to terminate the contract
with the employer, the provisions of Article 19 of the Law
on Dual Education are not specified in detail. For exam-
ple, in the event the employer fails to fulfil the obligations
stipulated in the contract on dual education, the obliga-
tion of the school to notify the employer in writing about
specific violations of its obligations stipulated by the Law
prior to terminating the contract or consequential obliga-
tion to provide the employer with an appropriate deadline
for correcting such deficiencies have not been prescribed
by the stated law. Further, if the employer violates the pro-
hibition from Article 10 of this Law, it is not stipulated for
the violation of the prohibition to be formally ascertained
in a specific manner (by a specific decision issued by the
inspection body, a court decision, etc.). Similarly, it is not
stipulated that the violation of student rights should be for-
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mally ascertained in a specific manner, which would estab-
lish legal certainty, but would also prevent the school from
potentially damaging the employer’s reputation by unilat-
erally terminating the contract.

Another issue emerges here in reference to establishing
clear regulations of procedure on employment contract ter-
mination, from the standpoint of the employer as well as the
position of the school, and in terms of the termination tech-
nique itself (sending a written notice) and in respect to the
period when the termination occurs (on the day the notice
is received or on a certain later date), which should be clar-
ified in order to avoid any interpretations and potential dis-
putes. It is also necessary to further specify the termination
procedure in the event the student violates the obligations
defined by on-the-job training agreement and the Law,
which may imply the obligation of the employer to send a
written notice to the school whereby the violation of obliga-
tions and/or the law by the student will be specified, follow-
ing which the employer is granted the right to terminate the
agreement with the student upon handing over or sending
the written termination of the agreement to the student.

Circumstances requiring further consideration which can
often become a focal issue demanding adjustment and
harmonisation in practice, reflect the need to align the pro-
gram of learning through work with the Regulation deter-
mining hazardous child labour (“Official Gazette of RS”, no.
53/2017), bearing in mind that a child is any person under
the age of 18.

By-laws should be adopted, or authentic interpretations or opinions should be given which will regulate more
closely the relationship between the laws on dual education and the Labour Law and other laws governing
different aspects of employment, that is, the Labour Law and the Law on Occupational Health and Safety shall be
applied accordingly, unless otherwise defined by laws on dual education.

By-laws should be adopted, or authentic interpretations or opinions should be given, especially for each scope
of business or industry, in respect to all particulars (from specific formal legal requirements to requirements and

specificities in practice), which will regulate more closely all aspects of dual education implementation.

Incentives in form of subsidies or tax allowances that would attract companies in Serbia to join this system should
be provided and accordingly, by-laws that regulate them should be adopted.

Obligation of a student/pupil to compensate the employer in case of retaking of the year or causing damage to
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the employer should be prescribed, as well as the right of an employer in such cases to terminate the on-the-job
training agreement, in addition to the right to damage compensation, without any obligation to compensate the
student/pupil.

o The provisions of both laws shall be amended regarding the ability of the school/higher education institution to
terminate the contract with the employer and specify the need for prior formal determination of violations by the
employer, before contract termination, in accordance with the above statements, leaving a reasonable period for
remedying the disputed conditions and breaches of contract.

o Contract termination procedure shall be regulated in both laws in accordance with the above statements.

o The obligation shall be defined as to align and adjust the Program for the implementation of learning through
work with the by-law prescribing the restrictions in reference to hazardous child labour.

T top
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ENVIRONMENTAL
REGULATIONS

Recommendations:

Permanent and proactive improvement of the regulatory framework
concerning environmental protection - adopt the missing strategic
documents (including the Environmental Protection Strategy and
Waste Sludge Management Strategy) and accompanying planning doc-
uments, and start their implementation. Continue with the transposi-
tion and implementation of regulations in this area;

Continuous education and systematic training for personnel in all state
institutions and local self-governments responsible for addressing
these issues with active participation of the civil sector, and particular
emphasis should be placed on enhancing the effectiveness of prosecu-
tor's offices and judicial authorities.

Actors responsible for air quality monitoring must ensure quality main-
tenance of the measurement system and availability of data that repre-
sent information of public importance, as well as financing the smooth
operation of the air quality monitoring network;

Create an economic model to motivate local governments to use sani-
tary landfills and expedite the closure and rehabilitation of illegal land-
fills - rubbish dumps. Secure the implementation of the "polluter pays"
principle by calculating a municipal waste tax based on the quantity of
waste generated and/or the frequency of collection. Additionally, estab-
lish the necessary conditions for applying waste management hierar-
chy principles, with a focus on waste prevention, reuse, and recycling.

Adopt the Decree on Acceptability Assessment, which will establish the
necessary standards for approving plans and projects that may have an
impact on the ecological network, including NATURA 2000;

Provide adequate and purposeful financing of nature protection from
the Green Fund, with criteria for determining priorities for the allocation
of funds. Continue activities to establish the ecological network of the
Republic of Serbia and NATURA 2000. Allocate more funds for the prac-
tical protection of species and habitats;

Accelerate the transposition and implementation of regulations related
to climate change, including the strengthening of the strategic frame-
work for this area, so that it is as well covered as possible, in terms of
legal regulations and implementation, and therefore it needs special
attention;

Find a balance between the right of the interested public to participate
in decision-making in environmental administrative matters and the
interests of investors to carry out projects within a framework of legal
certainty and timely assurance. This implies that the environmental
acceptability of a project should not be challenged without valid argu-
ments, which can lead to multi-year delays and significant costs. This
recommendation should be implemented through the interpretation
of existing regulations and/or their amendments, or enactment of new
bylaws;

Passing regulations for the implementation of GHG inventory, reporting
and verification of emissions with the greenhouse effect.

Introduced | Significant

in the WB:

2021

2023

2021

2021

2021

2021

2021

2023

2023

progress

Certain
progress

WHITEB0R

No
progress
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Recommendations:

Preparation of a feasibility study in order to implement effective meas-

ures that will enable a high rate of recycling of metal, plastic, glass,
paper and cardboard in order to achieve a resource-efficient economy

based on the circular economy model.

Enable business entities to organize the collection of small e-waste, such

as batteries, mobile phones, chargers, etc., more easily and handed over

to an authorized legal entity for further processing.

Serbia has achieved some level of preparation in the field
of environment and climate change, as reflected both by
the reports from the Energy Community and the European
Commission. Key legislative initiatives have been launched,
although significant gaps remain in terms of implementa-
tion, compliance and alignment with EU directives.

In the last report of the European Commission related to
Chapter 27, which addresses environmental protection
and climate change issues, Serbia has achieved some level
of preparation in the area of environment and climate
change. Overall, Serbia made some progress, including
on last year’s recommendations, in particular by adopting
the Low Carbon Development Strategy 2023-2030, and its
national energy and climate plan (NECP).

One of the primary challenges identified by the Energy
Community Secretariat in their implementation progress
report for 2023, relates to Serbia’s incomplete transposition
of the amended Environmental Impact Assessment (EIA)
Directive. Although a draft of the new EIA law was submit-
ted to Parliament, the Secretariat identified that the breach
concerning the requirement that projects should obtain
development consent only after the finalisation of the EIA
process persists. The current framework under the cur-
rently applicable EIA Act allows EIAs to be submitted even
at the stage of commencement of works, i.e. even after
the building permit. Construction regulations have been
adopted recently with a view to shift the moment of EIA
necessity to the building permit phase, but still, it is nec-
essary to implement this requirement via amendment of
laws, and not via by-laws.

Additionally, while Serbia has submitted the draft Law on
Strategic Environmental Assessment (SEA) to the Parlia-
ment, it has not yet been adopted, so the SEA Directive is
yet to be transposed.

Introduced | Significant Certain No

in the WB: progress progress progress
2023 v
2023 v

Moreover, while there are some strategic documents in
the field of environmental protection, Serbia has not yet
adopted a national strategy for environmental protection.
Although progress has been made, with the Ministry for
Environmental Protection publishing a call for public par-
ticipation in the consultation process in September 2024,
the formal adoption of this strategy remains pending. The
delay in finalising the Environmental Protection Strategy
with the Action Plan hampers efforts to align Serbia’s poli-
cies with the EU’s Green Agenda and broader environmen-
tal goals.

In the area of industrial emissions, the reporting under
the Large Combustion Plants Directive for 2022 revealed
that while emissions of nitrogen oxides and dust have
decreased, sulphur dioxide emissions have increased.
An infringement procedure for non-compliance with the
National Emissions Reduction Plan (NERP) ceilings has been
ongoing since March 2021.

Serbia continues efforts to comply with the Sulphurin Fuels
Directive, with relevant legislation in place since Decem-
ber 2020. However, further amendments to the Rulebook
regarding the requirements for marine fuels are still in the
drafting stage. In addition, annual monitoring programmes
for fuel quality and emissions are being carried out.

In the field of nature protection, Serbia is progressing with
the establishment of Natura 2000 sites. A proposal encom-
passing 277 potential Sites of Community Interest and 85
Special Protection Areas for Birds has been put forward, cov-
ering approximately 35% of Serbia’s territory. Despite these
positive steps, institutional and human resource capacity
remain challenges, particularly at the local level. Serbia also
continues to struggle with enforcing a ban on small hydro-
power plants in protected areas, as the necessary environ-
mental impact assessments are often not conducted.

Progress in transposing the Environmental Liability Direc-



tive is limited, with key aspects of the legislation still pend-
ing adoption. A comprehensive Law on Liability for Envi-
ronmental Damage remains unapproved. Additionally,
despite efforts, enforcement of environmental legislation
remains weak, particularly in areas such as illegal logging,
wildfire trade and water management.

For wastewater treatment, a large number of wastewater
treatment plants (WWTP) are planned throughout Serbia,
contributing to the resolution of one of the country’s sig-
nificant environmental problems.

Air pollution remains a pressing issue.

According to data from the Environmental Protection
Agency, Serbia produced approximately 11.8 million tons
of waste in 2021, with nearly 3 million tons being munici-
pal waste. Currently, there are no facilities for the thermal
treatment of hazardous waste in the country, leading to
the export of hazardous waste for treatment, primarily to
other European nations. Due to obligations under the Basel
Convention, which significantly restricts the export of haz-
ardous waste, Serbia must find a viable solution for the
disposal of hazardous waste generated within its borders.
This necessitates the construction of facilities for the ther-
mal treatment of such waste. Regarding municipal waste,
many municipalities lack recycling facilities, an adequate
number of waste containers, and source waste collection
systems. Despite the adoption of the “polluter pays” princi-
ple promoted in various legal documents, the fee for waste
removal is determined based on the square metre used by
individuals or businesses, rather than the amount of waste
generated. This approach disincentivizes waste reduction
efforts, such as waste prevention, reuse, repairs and recy-
cling, as it provides no financial motivation for citizens and
businesses to reduce waste generation. This fee calcula-
tion method, combined with weak or non-existent pen-
alties, has led to an estimated 3,500 illegal landfills across
Serbia. Even when some of these landfills are cleared, they
tend to reappear in previously cleaned areas. These chal-
lenges underscore the need for a change in waste manage-
ment practices, especially in fee collection, alongside strict
enforcement of legal regulations and improvements in the
performance of public administration bodies responsible
for waste management.

The management of investments related to the environ-
ment in Serbia lacks a clear strategic framework. Therefore,
there is a need to enhance general strategic planning, pro-
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ject management and transparency in processes.

Serbia has made several important steps forward in its
environmental and climate agenda. In the past year, nota-
ble achievements include the adoption of the Low Carbon
Development Strategy for 2023-2030, which serves as a key
policy instrument for Serbia’s transition to a more sustain-
able economy. Serbia also increased its budgets for envi-
ronment and climate action by 18% compared to 2022, par-
ticularly focusing on waste management and water quality
sectors.

In a major development, Serbia adopted its NECP, a stra-
tegic document that outlines the country’s commitments
to energy efficiency, renewable energy sources, and the
reduction of greenhouse gas emissions. The adoption of
the NECP is an essential step toward aligning Serbia with
EU climate goals and improving its overall energy security
and sustainability.

In the area of air quality, Serbia adopted its first Air Pro-
tection Programme for 2022-2030, following an extensive
public consultation. The Air Protection Action Plan was also
implemented, aimed at reducing air pollution levels across
the country. Despite continued issues with exceeding the
EU daily limit on air pollution, Serbia made progress increas-
ing the transparency of air quality data through improved
communication by the Serbian Environmental Protection
Agency (SEPA). Efforts to introduce the EU Air Quality Index
are also underway.

In the area of waste management, Serbia continues to
show alignment with the EU acquis. In December 2022, the
country adopted a Programme for the Development of the
Circular Economy. Sorting waste at source has been a sig-
nificant increase in four waste regions, thanks to the sup-
port from Team Europe, while funds have been allocated
to clean 233 illegal dumpsites and install video monitor-
ing to prevent waste disposal. Serbia had 12 sanitary land-
fills operational at the end of 2022, and projects for con-
structing additional waste-to-energy facilities are ongoing,
including the remediation of the Belgrade landfill.

Amendments to the Law on Waste Management were
recently adopted to provide further elaboration and spec-
ification on certain issues and to better align the Law with
EU regulations. Notably, these amendments improve the
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regulation of waste management (areas of construction
and demolition waste, as well as waste sludge from munic-
ipal and industrial wastewater treatment plants and similar
facilities). Recognizing the need to address the challenge
of sludge management, the Ministry of Environmental Pro-
tection has adopted a Sludge management strategy in late
2023, taking into account the relevant EU directives.

In the previous report, we highlighted the adoption of
the Low Carbon Development Strategy for the period
from 2023 to 2030, with projections up to 2050, which was
adopted by the Government of the Republic of Serbia on
June 1, 2023. However, since then, the action plan, which
according to the strategy was supposed to be adopted
within 1 year, as of 2024 has yet to be adopted and no draft
or announcement on the topic has been made public. As
such, it is not clear how harmonisation measures are to be
defined without an action plan, bringing into question the
overall effectiveness of the strategy.

Regarding water management, Serbia adopted its first
River Basin Management plan in April 2023 and continues
to develop flood risk management plans. Efforts to address
pollution in transboundary rivers such as the Danube,
Drina, Dragovistica, and Pek are progressing slowly, but
the first steps have been taken. Serbia’s participation in the
EU funded programmes to improve wastewater treatment
infrastructure, particularly in Nis, is another positive devel-
opment. Serbia’s legislative alignment on water quality
has improved, though significant efforts are still needed in
monitoring and enforcement.

In the previous period, numerous wastewater treatment
plant (WWTP) projects were initiated, with a large num-
ber of these projects funded by the EU. Several wastewa-
ter treatment systems reached the final stages of construc-
tion, and the preparation of projects or commencement
of construction in several locations has been announced.
Water protection has seen the most activity in terms of pro-
jects, design documentation and construction, establish-
ing it as a top priority in environmental protection in Ser-
bia. Despite the substantial financial resources required for
these projects, notable progress is evident in this area, not
only related to legal regulations.

In terms of nature protection, efforts to establish the
Natura 2000 network are ongoing, with the proposal to
include significant portions of Serbia’s territory. This pro-
cess has been supported by an EU-funded project that

helps improve institutional capacity at the national level.

Despite progress, Serbia still faces several challenges in
fully aligning its environmental legislation with the EU
acquis and improving enforcement mechanisms. The issue
of incomplete transposition of the EIA Directive remains
a key obstacle, particularly regarding the requirement for
development consent to be granted only after the EIA pro-
cess is completed. The absence of mechanisms to assess
projects that have bypassed the EIA process and the lack of
clear timelines for environmental assessments continue to
be problematic.

The delayed adoption of the draft SEA Law further com-
plicates Serbia’s ability to align with EU standards on envi-
ronmental assessments. The public consultation step in
the development of SEA for key national strategies such
as the National Energy and Climate Plan have marginally
improved but still require significant efforts to ensure full
transparency and participation.

In February 2020, the Republic of Serbia adopted the
National Plan for the reduction of emissions of major pol-
lutants originating from old large combustion plants
(NERP). Nevertheless, the issue of industrial emissions also
persists, particularly concerning sulphur dioxide pollution
from large combustion plants. Non-compliance with the
NERP ceilings remains an area of concern, namely bearing
in mind the deadline for the closure of opt-out plants, high-
lights the urgency for addressing the issue.

Air quality remains a critical issue, with several regions in
the country regularly exceeding EU air pollution limits.
While the adoption of the Air Protection Programme is a
positive step, Serbia needs to accelerate the implementa-
tion of air quality plans to improve further monitoring.

Air pollution, as one of the key problems in the field of envi-
ronmental protection, and to some extent, passivity in this
field, have led to the displeasure of part of the public in
Serbia.

The waste management sector, although showing
improvement, continues to suffer from insufficient inspec-
tion capacity and illegal waste dumping. Serbia still has a
large number of illegal dumpsites, and the sorting of waste
at the service is not yet widely adopted.



Based on the National Waste Management Strategy from
2009, the closure and recultivation of existing landfills and
the construction of 24 regional centres for waste manage-
ment are foreseen. These expectations were not met. The
objectives of the previous strategy envisaged a large cover-
age of the waste collection system. The program from 2022
estimates that coverage is currently around 82%, but at the
same time it is stated that only 10 sanitary landfills in Serbia
meet EU standards, which means that a huge part of the
population is still not covered by the system of collection
and adequate sanitary disposal. The remaining landfills
and rubbish dumps are not only potential environmental
pollutants, but also are a danger of the spread of infections.
Leachates and fires are a particular problem of landfills,
which lead to air, soil and water pollution.

Investments in the field of wastewater treatment are evident,
but their implementation and effects have yet to be seen.

The strategic framework for combating climate changeis still
not at a satisfactory level. In the near future, it is necessary to
adopt a CO2 emission taxation mechanism, in synchronisa-
tion with the introduction of the CBAM mechanism (Carbon
Border Adjustment Mechanism) by the EU. The absence of
this mechanism currently gives Serbia a comparative advan-
tage in relation to the EU market, which will be completely
lost when CBAM is introduced in the EU. This will have an
impact not only on electricity exported to the EU, but also
on products originating from industries with high GHG emis-
sions. In the first phase of application of the mechanism, it
will be the sectors of cement production, iron and steel,
aluminium and fertilisers for agriculture. Climate change
will in the future, with the increasing number of regulations
governing the fight for climate stability and adaptation to
changes, represent one of the biggest challenges for the
Republic of Serbia, among other things, due to the delay in
the transposition of regulations. In addition, it is necessary to
work on raising awareness about climate change.

In the field of nature protection, institutional and human
resource capacity at both the national and local level
remains inadequate. Issues such as illegal logging, hunting
of protected species and insufficient enforcement of bans
of small hydropower plants in protected areas are ongoing.
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Also, in the area of nature protection, Serbia needs to con-
tinue aligning its regulations, particularly in compliance
with the Directive on habitats and birds. Harmonisation of
domestic legislation governing the areas of hunting and
fishing with EU standards and the above-mentioned direc-
tives is forthcoming, as well as the continuation of work
on establishing the Natura 2000 network, which is mainly
being carried out with the help of European Union funds,
although a serious lack of institutional capacity at the
national level is still noticeable and especially at the local
level in this area.

The broad interpretation of the right to access to justice,
as stipulated in Article 81a of the Law on Environmental
Protection, can lead to extended delays not only in pro-
jects that may impact the environment, but also in those
aimed at environmental improvement. Such an interpre-
tation allows individual stakeholders from the interested
public to contest various projects, instead of defending
the right to a healthy environment solely within the con-
text of assessing a project’s environmental impact. This can
result in challenges through public discussions, objections,
appeals, and administrative disputes on every administra-
tive act required for a project, such as a building permit,
energy permit, consent for impact assessment, water per-
mit, and more.

On the other hand, there’s a need to enhance public noti-
fication and involvement in decision-making processes
related to environmental administrative matters to ensure
proper transparency in procedure implementation. By
doing so, conditions would be established for the public to
react promptly within the legal timeframes of specific pro-
cedures of interest, mitigating public dissatisfaction. Pub-
lic input has, in the past, influenced the reconsideration of
certain decisions, such as the prohibition on constructing
small hydroelectric power plants in protected areas and the
initial revocation of the Special Purpose Spatial Plan for the
Jadar project.

Serbia also struggles with aligning its legislation on environ-
mental crime and liability. The Law on Liability for Environ-
mental Damage remains pending, and enforcement in areas
such as industrial pollution and wildlife protection are weak.
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Complete the transposition of the EIA and SEA Directives - this includes ensuring that development consent
is granted only after the EIA process is finalised, and introducing mechanisms to address projects that have
bypassed the necessary assessments. The draft laws on EIA and SEA should be adopted promptly to ensure
alignment with EU standards

Improve enforcement and monitoring - strengthening the administrative capacity of both national and local
institutions is crucial, particularly for inspectorates and the judiciary. This will require the implementation of cross-
sectoral reforms and the provision of adequate resources to ensure compliance with environmental regulations.

Tackle air pollution - Serbia must accelerate the implementation of its air quality plans and strengthen
monitoring systems to reduce air pollution levels, particularly in regions most affected by industrial emissions.
The introduction of the EU Air Quality Index should be prioritised, and SEPA’s capacity for monitoring and
reporting must be further enhanced.

Improve waste management practices - efforts to increase waste sorting at the source should be expanded, and
illegal dumpsites must be eradicated. Inspection capacity in the waste sector needs to be improved, and further
investments should be made in developing waste-to-energy facilities and recycling infrastructure.

Strengthening transboundary cooperation - Serbia should intensify efforts to improve cooperation with
neighbouring countries on the management of transboundary rivers and ecosystems, particularly of ongoing
pollution issues.

Adopt and enforce environmental crime legislation - the Law on Liability for Environmental Damage should be
adopted, and Serbia must establish a track record for enforcement to address illegal logging, wildlife trade, and
industrial pollution

Increase transparency and public participation - Serbia should ensure that public consultations on environmental
matters are inclusive, transparent, and meaningful. Greater efforts should be made to engage stakeholders in the
decision-making processes, particularly concerning large-scale investments that impact the environment.

Tackle greenwashing and misleading green claims — currently, this issue is only regulated by one paragraph of
Law on Advertising and general rules on consumer protection and unfair market practices. With EU’s proposal
of Green Claims Directive and entry into force of Empowering consumers for the green transition (Directive
2024/825/EU) Serbia could be in pole position to define and regulate this issue in more detail.

Invest in nature protection and biodiversity - institutional and human resource capacity in the area of nature
protection must be strengthened, namely at the local level. Serbia should continue its efforts to establish the
NAtura 2000 network and improve enforcement of existing regulations, especially regarding illegal construction
and hunting in protected areas.

Find a balance between the right of the interested public to participate in decision-making in environmental
administrative matters and the interests of investors to carry out projects within a framework of legal certainty and
timely assurance. This implies that the environmental acceptability of a project should not be challenged without valid
arguments, which can lead to multi-year delays and significant costs. This recommendation should be implemented
through the interpretation of existing regulations and/or their amendments, or enactment of new bylaws.
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LEGAL ERAMEWORK

The 2024 White Book provides a detailed insight into the cur-
rent state of legislation and the business environment, with
a special focus on key reforms that bring Serbia closer to the
best world standards and practices and further support Ser-
bia’s path to membership in the European Union. Bearing
in mind the dynamic changes in the last few years, Serbia
shows year after year progress in the area of harmonization
of legislation with EU regulations, confirming its commit-
ment to the process of EU integration and improvement of
business conditions for foreign and domestic investors.

During 2024, significant attention was given to the area of
ESG (environmental protection, social responsibility and
governance), which is increasingly becoming a central point
of interest for international investors and national strategies.
This topic is continuously developing, and this year initia-
tives that support sustainable development are noticeable
in Serbia, which is in line with European ESG standards.

European regulations, such as the EU Whistleblower Direc-
tive and the German Supply Chain Due Diligence Act (LkSG),
have a significant impact on improving the protection of
whistleblowers and can serve as a model for the further
development of Serbian legislation, especially in creating a
more comprehensive and effective whistleblower system.
Furthermore, the EU CSDDD (EU Corporate Sustainability
Due Diligence Directive) further expands the obligations
of companies to include mechanisms for gathering infor-
mation through whistleblowing especially in the context of
sustainability and social responsibility.

In addition to certain initiatives undertaken in the previ-
ous period in the direction of further changes to regula-
tions and their improvement, which will be discussed in
this chapter of the White Book, the FIC Legal Committee
believes that there is still significant room forimprovement.

To accelerate the green transition, Serbia should work on
strengthening legislation within the framework of environ-
mental protection, which means harmonizing national reg-
ulations with EU standards, such as the Air Quality Directive
and the Industrial Emissions Directive. The harmonization
process includes the adoption of new laws and/or amend-
ments/supplements to existing ones. Furthermore, it is
important to develop a modern system for continuous
monitoring of the state of the environment, as well as reg-
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ular reporting to the public on progress in the implementa-
tion of green policies. In addition, it isimportant to provide
education in order to raise awareness about environmen-
tal protection, and this can be achieved by launching cam-
paigns about the importance of environmental protection
and the promotion of sustainable practices among citizens
and businessmen.

In order to ensure that legislative changes have an impact,
a general increase in the capacity of institutions is also
necessary. By strengthening the capacities of regulatory
bodies, inspection services and the judiciary, the proper
and efficient application of current and new regulations is
ensured. It is also necessary to continue with the practice of
harmonizing the domestic regulatory framework with EU
regulations.

As an introduction to the “Legal Framework” Chapter of the
White Book, we will repeat the recommendations of the
FIC Legal Committee from the previous edition, bearing in
mind that it is still necessary to achieve the following:

e amore uniform practice of Serbian courts, as well as a
generally greater efficiency of the judiciary and regu-
latory authorities. Although some efforts have been
made, the duration of court proceedings is still one
of the biggest problems in terms of creating a more
favourable climate for investors;

e to work harder and provide additional funds in terms
of improving the authorities and creating adequate
mechanisms for law enforcement, bearing in mind a
large number of new and specific areas that are im-
portant in the business environment (as is the case,
for example, with the right to protect competition or
the protection intellectual property rights).

e to invest more efforts in educating the public about
the legal provisions and available options (for exam-
ple, consumers and potential whistleblowers);

e to enable more practical options for the implemen-
tation of various legal solutions (as would be the
case with the introduction of “foreign” electronic
signatures, which would significantly facilitate busi-
ness in Serbia).




CAW ONCOMPANIES

Recommendations:

Limited liability partnerships (LLPs) should be prescribed by the Law.

The new confusing provisions in relation to the (i) agreement between
the company and a new shareholder regarding the share transfer, and
(i) nullity of share transfer agreement should be amended to avoid legal
uncertainty.

The provisions in the Law on Contracts and Torts that deal with limita-
tions to the authority of a company’s representatives should be harmo-
nized with the provisions of the Law

Consequences for breaching the share transfer restrictions provided
under the Memorandum of Association should be prescribed by the
Law.

Consequences for adopting the decisions by various corporate bodies
(such as board of directors) contrary to the law should be prescribed by
the Law.

Common practical issues should be resolved, such as regulating share-
holders’ additional payments, e-signing, representatives liabilities, share
capital increase and approving the transactions involving the personal
interest.

Difference between regular and interim dividend should be prescribed
in a less formalistic approach.

Corrections of technical flaws in the Law should be made to eliminate
inconsistencies and provide clear procedures and competencies, harmo-
nizing provisions within the Law itself.
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The main characteristics of the Law are:

The Companies Law (“Official Gazette of the Republic of
Serbia”, Nos 36/2011, 99/2011, 83/2014, 5/2015, 44/2018,
95/2018, 91/2019 and 109/2021) (“Law”) came into force on
4 June 2011 and is applicable as of 1 February 2012.

application of standards harmonized with EU legislation;

harmonization with the Law on the Capital Market;

certain problems that were a characteristic of the previ-

By signing the Stabilization and Association Agreement
with the European Union, the Republic of Serbia under-
took the obligation to harmonize its domestic law with the
EU acquis. Within the negotiations on the accession of the
Republic of Serbia to the EU, Chapter 6 — Law has a spe-
cial role, which includes issues of establishment and oper-
ation of companies in EU member states, in accordance

ous regulation have been resolved;

the distinction between (public) joint-stock companies
and other forms of business organization and;

single-tier and two-tier management systems.

with which the Republic of Serbia would be provided with
better business conditions on the EU market, simplified
procedures and the possibility of establishing new forms
of economic entities. The Law is an indicator of progress in
harmonizing the legislation of the Republic of Serbia with
the EU acquis, which isimportant for the process of integra-
tion of the Republic of Serbia into the EU.

The latest amendments to the Law were in November 2021
which is the seventh time the Law undergoes changes since
it was enacted thirteen years ago. These latest amend-
ments introduced various changes, such as:

Each company must register for use of e-government
services.
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The companies may have only legal entities as directors.

Provisions on approving the transactions involving per-
sonal interests contain more details and duties.

There are new (confusing) provisions in relation to the (i)
agreement between the company and a new sharehold-
er regarding the share transfer, and (ii) nullity of share
transfer agreement (as explained below in more detail).

More information must be registered in relation to the
company'’s seat.

For all individuals registered in the companies’ regis-
try (director, shareholder, member of the supervisory
board, etc.) gender is mandatory as registration data.

Each joint stock company must provide to a sharehold-
er, who initiated litigation procedure against the com-
pany based on legal grounds provided by the Law, the
information related to the court case (even if in ordinary
course of dealings such information would not be avail-
able to such shareholder).

The total remuneration of the director (of a joint stock
company) includes salary or other remuneration provid-
ed in employment/management agreement and may
include the right to incentives through the allocation of
shares of the company or another affiliate of the compa-
ny. Also, the shareholders holding at least 5% of the share
capital are now entitled to access the documents and
data on the amount and structure of the total remuner-
ation for each director and member of supervisory board.

The public joint stock companies are now obliged to pre-
pare the policy which will in detail regulate the fixed and
variable parts of compensations to directors and supervi-
sory board members. Such policy is to be adopted by the
shareholders meeting, and any payments must be made
in accordance with that policy. Additionally, the detailed
report on the compensations to directors and supervisory
board members must be part of the annual financial state-
ments of the company, is subject to audit and must be pub-
licly available for at least 10 years.

There are no improvements in terms of fulfilment of the
recommendations published in last year’s White Book.

As previously stated, one of the disadvantages of the Law
continues to be the absence of the concept of limited liabil-
ity partners in a partnership. The existence of such a con-
cept would be particularly relevant for partners in profes-
sional partnerships, since they should be allowed to enjoy
limited liability protection, while third parties’ risks could
and should be covered by liability insurance.

The latest amendments of the Law we reflected on ear-
lier introduced a rather confusing provision requiring
that for a third party to become a shareholder in a LLC,
an agreement between that party and the company itself
must be made (person nominated by the shareholders
meeting signs on behalf of the company). It seems that
the purpose of this amendment is to provide a legal basis
for the existing practice where in case of a share capital
increase by a third party, the Serbian Business Registries
Agency (“BRA”) required an agreement on accession to be
signed between existing and new shareholders. Accord-
ing to the BRA, this provision will apply only in special (in
practice very rare) cases where the company’s memoran-
dum of association provides that consent of the company
itself is required for transfer of the share to a third party
and in case of share capital increase, as stated. There is
a concern that the wording of the provision is such that
this provision apparently applies even if a third party
becomes a shareholder by acquiring shares from the
existing shareholder. Requiring such an agreement does
not only lack purpose but is arguably detrimental to the
status of minority shareholders in LLC's. It appears that
this provision may give the right to majority sharehold-
ers to block the minority shareholders to rightfully trans-
fer their shares to third parties (by blocking execution of
such an agreement at the level of shareholders’ meeting).
It seems that this was not the intention of the legislator
but is apparently an unfortunate inadvertent effect.

The latest amendments also contain a provision that, if a
nullity of a share transfer agreement is established by a
courtruling, the parties can request from the BRA to change
the registration of the title to the affected share. It is not
clear whether this newly introduced article will override
the principle of reliance in the registered data, providing
that the parties cannot bear negative consequences if they
relied on the registered data (which is of paramountimpor-
tance for the certainty of legal transactions), and whether
subsequent acquirers of the share (in case of sale chain) act-



ing in good faith would bear consequences to their title to
the share if the title of one of the previous sellers in the sale
chain would be declared null. We hope this controversy will
be resolved in court practice in favour of the reliance princi-
ple, but until then the huge legal uncertainty remains.

On a related note, the Law allows various restrictions
(regarding the share transfer) to be prescribed in the com-
pany’s memorandum of association. However, there is no
prescribed consequence if such restrictions are breached,
which may limit practical aspects of limitations provided
under the memorandum of association.

The latestamendments also enhanced “mechanism” in rela-
tionto the approval of transactions involving personal inter-
ests. In general, it seems that duty to publish such transac-
tions (that is, to publish the intention of entering into such
transactions) for companies that are not public joint-stock
companies is excessive and contrary to the nature of “pri-
vate” companies. Parallel to this general notion that these
duties may be deemed as too burdensome, in any case it
should be: (i) clarified that there is no need for publishing
the details about the related party transaction, if there an
exception to a duty to approve respective personal inter-
est transaction, (ii) clarified if an exception related to the
Republic of Serbia refers to the transactions only involv-
ing the Republic of Serbia or transactions with companies
where the Republic of Serbia is shareholder (irrespective if
Republic of Serbia is a party to the respective transaction);
(iii) provided that subsequent approval for these transac-
tions is allowed.

The “standard” comment about e-signing under Serbian
legislation should be considered from the perspective of
executing the decisions of corporate bodies as well - elec-
tronic signatures recognized in other countries should be
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acceptable in Serbia (and not only qualified electronic cer-
tificates in Serbia). This would significantly speed up the
business operations.

In relation to the representatives’ responsibilities, it is
required to (i) harmonize non-compete duty with employ-
ment regulation and competition protection rukles, (ii)
reflect provisions regarding director’s liability in joint stock
companies (Article 415) to the LLCs as well, (iii) clarify if
fiduciary duties are applicable to the representatives of
the branch and representative offices. Also, the Law should
prescribe consequences if decisions of various manage-
ment boards (e.g. board of directors) are not adopted in
line with the law.

The provisions of the Law restricting the powers of repre-
sentatives to represent the company are inconsistent with
the relevant provisions of the Law on Contracts and Torts. It
should be clear that the respective provisions of the Law, as
lex specialis, have a prevailing effect.

Currently, any dividend paid between the regular share-
holders meetings are deemed as interim dividend (which
triggers additional duties for the companies). There is no
reason that distribution of dividends (representing the
profit based on annual financial statements) made after the
regular shareholders meeting is considered as an interim
dividend i.e. current approach is too formalistic.

Other inconsistencies of the Law include the provision pro-
hibiting a single-member LLC from acquiring own shares,
which is contrary to the Law’s provisions on status changes.

It is also required to clarify if the evaluation made by exter-
nal expert is always needed when the share capital is
increased by the in-kind contribution.

Limited liability partnerships (LLPs) should be prescribed by the Law.

The confusing provisions in relation to the (i) agreement between the company and a new shareholder regarding
the share transfer, and (i) nullity of share transfer agreement should be amended to avoid legal uncertainty.

The provisions in the Law on Contracts and Torts that deal with limitations to the authority of a company’s
representatives should be harmonized with the provisions of the Law.
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© Consequences for breaching the share transfer restrictions provided under the Memorandum of Association
should be prescribed by the Law.

© Consequences for adopting the decisions by various corporate bodies (such as board of directors) contrary to the
law should be prescribed by the Law.

© Common practical issues should be resolved, such as e-signing, representatives liabilities, share capital increase
and approving the transactions involving the personal interest.

« Difference between regular and interim dividend should be prescribed in a less formalistic approach.

o Corrections of technical flaws in the Law should be made to eliminate inconsistencies and provide clear
procedures and competencies, harmonizing provisions within the Law itself.
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CAPITAL MARKET
TRENDS

Recommendations:

The issuance of state and municipal bonds for the financing of infra-
structural and other large communal projects, including green corpo-
rate bonds, should be stimulated, while IPOs and issuance of corporate
bonds in the private sector should be encouraged. Consider the possi-
bility that the state starts issuing bonds whose coupon is linked to the
inflation rate and with a variable coupon rate.

Consider with the regulatory authorities the possibility of organizing
more frequent primary auctions of government bonds with different
maturities compared to the existing ones and/or increasing the number
of NBS repo auctions with different maturities

The legal framework for performing operations with financial derivatives
and more complex financial instruments should be improved, including
in relation to establishment of regulatory framework in connection with
Employee Share Plans, and crowd financing and its manifestations.

Itis necessary to amend the Law on Financial Collateral in order to make
available to commercial entities protection in derivatives transactions in
the way that is provided to other entities to which its provisions apply.
Further stimulation of the possibility of Serbian residents to invest in
more complex securities on foreign markets, including structural prod-
ucts, structural deposits, ETFs and investment funds, all in accordance
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with European standards and ESMA guidelines.

The existing regulatory framework (Law on Capital Market) is
almost completely harmonized with European Union legisla-
tion, but domestic capital market is still underdeveloped and
the regulatory framework has yet to be tested in practice, so
all the potential flaws of the reforms implemented back in
2011, and of the additional more material reforms from 2015,
2016 and 2020 and 2021, cannot be duly assessed.

Although noticeable, regulatory reforms alone were not
enough to stimulate growth of the capital market. A down-
ward trend in the number of financial instrument issuers
and pubilic joint stock companies listed on the Belgrade
stock-exchange is still present. On the other hand, govern-
ment bond issuance for financing eco-preservation, infra-
structure and developmental projects are on the notable
rise in 2023 and in 2024.

In 2023 government initiated a capital market reform pro-
ject with donation of the International bank for recon-
struction and development aimed at fostering long-term
financing via corporate bond issuance (Catalysing Long
Term Finance trough Capital Markets Project). Project’s
goal is to develop legal, regulatory and economic environ-

ment, as well as to broaden and deepen corporate bonds
market, including Green bonds and other special type of
debt instruments. Besides, project would strive to increase
demand and attract more bond investors through simplifi-
cation of the capital market tax regime.

More corporate clients should be motivated to get access
to capital via bond issuance, with a portion of these bonds
traded on the Belgrade stock exchange. We need to note
once again that the capital market in Serbia is still develop-
ing and that there are still issues associated with low quality
and liquidity of capital market products.

Last year recommendations in relation to which tangible
developments were noted:

Theissuance of state and municipal bonds for the financ-
ing of infrastructural and other large communal projects
should be stimulated, while IPOs and issuance of corpo-
rate bonds in the private sector should be encouraged.

Public Debt Agency held several primary market auctions dur-
ing Q4 2003 and Q1 2024 and successfully sold around 150
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bin worth of dinar bonds with initial maturity of 8 years and
significant participation of foreign portfolio investors. New
benchmark bond is included in JP Morgan government bond
index. Fund collected via bond issuance will mostly be used
for financing rail and road infrastructure, as well as for EXPO
2027 project. Bond issuance significantly contributed towards
increase in the local currency participation in the public debt
and achieved final issuance yield is quite favourable.

During 2024. government continued with initiative of
broader Serbia inclusion in the global Green agenda and
issued an ESG bond worth $1,5bIn. Fund collected via bond
issuance will be used for energy efficiency projects, tran-
sition towards sustainable and renewable energy sources,
further inclusion of minority groups (social, ethnic etc.),
assistance to citizens purchasing first flats, populating the
rural areas as well as other ESG compliant projects.

As already explained, with support of World Bank donation
worth $20min, government in 2023 embarked on project
to facilitate process of corporate bonds issuance. Focus of
the project is to provide expertise for potential corporate
issuers regarding the issuance process, as well as reduction
of fees for compiling prospectus and regulatory approvals.
Current phase of the project entails election of the quali-
fied agents and consultants, while first bonds should be
offered to public in Q3 2024.

The legal framework for performing operations with fi-
nancial derivatives and more complex financial instru-
ments should be improved, in which regard we believe
that the amendments to the Law on Financial Security to
also apply it to business subjects, in addition to financial
institutions, would represent a major step towards reg-
ulating legislation on transactions with financial deriva-
tives. We believe that the aforementioned would repre-
sent a significant step forward in the direction of further
regulation of legislation related to enabling greater le-
gal certainty in transactions with financial derivatives.

Furthermore, improving the legal framework in connec-
tion with Employee Share Plans and crowd financing
and its manifestations is also necessary.

As the most important novelty and development in this
segment, we emphasise enactment of the Regulation on
Financial Derivatives Transactions for the Purpose of Man-
aging the Republic of Serbia’s Public Debt, which lays down
the general conditions for the performance of financial

derivatives transactions by the Serbia for the purpose of
hedging. Although this Regulation was enacted in 2019 it
came into force in the begging of 2020, where implemen-
tation practices are already being established to a certain
extent. According to the publicly available information
published by the Serbian Administration for Public Debt,
a couple of financial derivatives transactions were entered
into by Serbia in 2020, for certain hedging purposes. Good
example of commendable hedging practice is continued
state effort to protect against foreign exchange risk por-
tion of the public debt in USD, via arranging the conversion
of the ESG bond dollar proceeds in EUR.

Itis important, in parallel with improving the legal framework,
to continue jointly with the NBS the education campaign of
corporate participants on the benefits of introducing financial
derivatives in business and to provide support (accounting, IT,
technical etc.) in order to foster demand for these instruments.
Special focus should be put on promoting the interest swap
(IRS) as financial derivative, which protects legal entities from
the risk of changing interest rates. Even though demand for
hedging in the environment of rising Euribor rates was limited,
it is of utmost importance to continue with efforts to foster
active risk management culture.

Additional developments:

We point out to the enactment of the Law on Digital Assets,
which for the first time provides legal grounds for, inter alia,
issuance of digital assets (including virtual currencies) on
the primary market as well as secondary trading therewith.
Although the said Law and the relevant bylaws are yet to
be tested in practice, we commend regulation of this area
and efforts of, inter alia, the Securities Commission in rela-
tion thereto.

We have to note that identifying all of the remaining legis-
lative issues related to the capital market is difficult as the
capital market in Serbia is rather underdeveloped, i.e. shal-
low and insufficiently liquid.

Although state bonds are being successfully issued in the
practice, municipal bonds are still rare, and these bonds
were not traded on the secondary market. Certain types
of bonds are still not present on the market, such as gov-
ernment bonds that are linked to the inflation rate and
government bonds whose coupon rate is linked to a var-
iable interest rate (BELIBOR, EURIBOR), as well as short-



term government bills. The potential introduction of the
mentioned types of government bonds would enable
banks and other investors to better manage their liquidity
surpluses and market risks (risk of interest rate changes
or revaluation of asset values due to the inflation rate) in
their balance sheets.

Consider the possibility of taking some more concrete steps
in the construction of the dinar yield curve in cooperation
with regulatory institutions, since the volume and liquidity
of transactions among market participants on the secondary
market does not allow obtaining reliable values for this curve.
An example could be the organization of several primary auc-
tions of the Public Debt Administration for the sale of govern-
ment bonds with several different maturities compared to the
existing ones. Another example could be auctions with sev-
eral possible maturities of NBS repo operations (in addition to
the existing weekly auctions with maturities of 7 days).

Regulatory should be improved to enable transactions
with more complex financial instruments, including the
regulatory framework by which more liberal approach and
better legal certainty in relation to Employee Share Plans,
as well as regulatory framework in relation to securitization.
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The Law on Financial Collaterals, which application began
in January 2019, was adopted in order to regulate the secu-
rity procedure in transactions with financial derivatives.
Although the draft provided that the Law applies to both
financial institutions and legal entities, in the process of
adoption the relevant provisions relating to commercial
entities were excluded, thereby not giving the opportunity
for them to be on an equal footing with other participants
in the subject transactions; to utilize the benefits and per-
form netting of claims in accordance with the provisions
of this Law; to use the protection provided by the finan-
cial collateral agreement, as well as the protection in case
of bankruptcy proceedings of the other party. Therefore,
we believe that it is necessary to amend this Law in order
to provide legal entities with the stated level of protection.

Therefore we believe that the engagement of the Ministry
of Economy first of all, as well as other relevant authorities,
is needed in order to amend this Law in order to provide
legal entities with the mentioned level of protection. We
note that it is necessary to establish a straightforward reg-
ulatory regime so to support more complex investment
methods through crowd funding, as potential way of
financing of small and micro enterprises.

To continue with the issuance of state and municipal bonds for the financing of infrastructural and other large
communal projects, including green corporate bonds, while IPOs and issuance of corporate bonds in the private
sector should be encouraged. Consider the possibility that the state starts issuing bonds whose coupon is linked
to the inflation rate and with a variable coupon rate, as well as short-term treasury bills.

Consider with the regulatory authorities the possibility of organizing more frequent primary auctions of
government bonds with different maturities compared to the existing ones and/or increasing the number of NBS

repo auctions with different maturities.

The legal framework for performing operations with financial derivatives and more complex financial instruments
should be improved, including in relation to establishment of regulatory framework in connection with Employee

Share Plans, and crowd financing and its manifestations.

It is necessary to amend the Law on Financial Collateral in order to make available to commercial entities
protection in derivatives transactions in the way that is provided to other entities to which its provisions apply.

Further stimulation of the possibility of Serbian residents to invest in more complex securities on foreign markets,
including structural products, structural deposits, ETFs and investment funds, all in accordance with European

standards and ESMA guidelines.
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JUDICIAL PROCEEDINGS

Recommendations:

Additional education and specialization of judges

To allow easier access to case files to parties in the proceedings, and
their representatives

Improve and justify the even allocation of cases among courts and
judges.

Enactment of new amendments to the Law on Civil Procedure to assure
flexibility of the timeframe and deadlines for certain actions.

Concepts that allow for delay of procedure, such as postponement
and restitutio in integrum, have to be restrictively interpreted and
implemented.

Consensus on the cases arising under Article 204 of the Law on Civil
Procedure.

Remove the limitation of appeal ground in small value disputes, and
through amendments and additions to the Law on Civil Procedure,
allow the possibility of filing an appeal in this type of disputes based
on incorrect or incomplete determination of facts, as in regular type of

Introduced | Significant Certain No

in the WB: progress progress progress
2012 V
2023 V
2011 v
2011 Vv
2016 Vv
2023 Vv
2023 Vv

proceedings.

The amendment to the Constitution of the Republic of
Serbia conducted through a constitutional referendum in
2022 represents a step forward in the reform of the judici-
ary in the Republic of Serbia. These changes aim to supress
the politicization of the judiciary and signify important
progress. However, the legal framework for judicial pro-
ceedings was not significantly changed, nor were there
important legislative reforms that would affect judicial pro-
ceedings in the Republic of Serbia.

The amendments to the Constitution were implemented
through the adoption of a new set of laws in the field of
judiciary - the Law on the Organization of Courts, the Law
on Judges, the Law on the High Judicial Council, as well as
in the field of public prosecution - the Law on Public Prose-
cution and the Law on the High Prosecutorial Council.

The most significant change in the procedure for the elec-
tion of judges is the exclusion of the National Assembly’s
involvement. Now, the High Judicial Council is responsible
for conducting the process of selection and appointment
of all judges, including those who are being elected for the
first time to a judicial function. As for the general and spe-
cific qualifications for the selection of judges, there have
not been any significant changes.

The new Law on Judges started to be applied from the date
of the constitution of the High Judicial Council, i.e. 10 May
2023. With the beginning of the implementation of this law,
Article 10, paragraph 3, and Article 383, paragraph 7 of the
Law on Civil Procedure (“Official Gazette of RS”, no. 72/2011,
49/2013 - decision of the Constitutional Court, 74/2013
- decision of the Constitutional Court, 55/2014, 87/2018,
18/2020, and 10/2023 - other law), as well as Article 16 of the
Law on Enforcement and Security (“Official Gazette of RS,
no. 106/2015, 106/2016 - authentic interpretation, 113/2017
- authentic interpretation, 54/2019, 9/2020 - authentic inter-
pretation, and 10/2023 - other law) have ceased to be valid.
The mentioned articles of the law pertain to disciplinary lia-
bility of judges in case of exceeding the time frame of a pro-
ceeding. The reason for the mentioned is the circumstance
that disciplinary liability of judges can now be regulated
exclusively by the Law on Judges.

The external organization and jurisdiction of courts have
remained largely unchanged, with the exception of renam-
ing of the Supreme Court of Cassation to Supreme Court.
The number of courts, as determined by the Law on the
Seats and Territorial Jurisdictions of Courts and Public Pros-
ecutors (“Official Gazette of the Republic of Serbia” No.
101/2013), as of 1 January 2014, remains unchanged, there-
fore there are 66 basic courts, 44 misdemeanour courts, 25
higher courts, 16 commercial courts, and 4 appellate courts.



The Law on the Protection of the Right to a Trial within a
Reasonable Time, which came into force on 1 January 2016,
is being increasingly applied in practice, considering that
the courts are still burdened with a large number of court
cases (which has become a chronic issue in the judiciary).

In February 2021, the Unified Program for Resolving Old
Cases in the Republic of Serbia for the period 2021-2025 was
adopted, aiming to reduce the total number of unresolved
cases in the courts. Regarding the statistics for the year 2023,
the annual report on the work of the courts showed that the
basic courts in the Republic of Serbia still had a high num-
ber of unresolved cases at the end of the reporting period,
specifically 319,239. The total number of unresolved cases
in all courts in the country amounted to 1,095,479. This data
indicates an evident overload of the courts, which has an
undeniable negative impact on the efficiency of the judici-
ary, despite the fact that the number of unresolved cases is
significantly lower than the previous year.

In 2021, the Work Group for Amendments to the Law on
Civil Procedure presented a draft of a new law. However,
criticism from certain segments of the general public and
expert community regarding certain proposed legal solu-
tions led to the draft being sent back for further refinement
by the Work Group, whose work is still ongoing.

As for the Law on Public Prosecution, the most significant
change is the abolition of the monocratic organization of
public prosecution. Now, the Supreme Public Prosecutor,
Principal Public Prosecutor, and Public Prosecutor are in
a hierarchical relationship. The Principal Public Prosecu-
tor is responsible for the work of the public prosecution
and reports to both the Supreme Public Prosecutor and
to the higher-level Principal Prosecutor. The Republican
Public Prosecution has changed its name to the Supreme
State Prosecution, and the State Council of Prosecutors has
become the High Council of Prosecutors.

Although many solutions of the Law on Civil Procedure
came across a positive reaction from judicial authorities
and parties, such as using electronic mail for summoning
or notifying parties and the court, utilizing audio and video
equipment, or transcribing proceedings, they have not
come to life in practice.

On the other hand, despite the Law on Civil Procedure
foreseeing the mandatory setting of a timeframe for the
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main hearing, in practice, judges often fail to adhere to the
established timeframes or set unjustifiably lengthy periods
for adjudication. The aforementioned particularly comes to
light due to the increasing application of the Law on Pro-
tection of the Right to Trial within a Reasonable Time.

Additionally, there is a challenge of uneven workload dis-
tribution among courts and judges in Serbia, with a notice-
ably higher number of cases being resolved in courts in
Belgrade. The concentration of a large number of cases in
specific courts can lead to judges’ overload and prolonga-
tion of the timeframes for case resolution.

In all courts within the territory of the Republic of Serbia,
electronic verification of the case status is now available,
thereby greatly facilitating the access to information about
specific cases. Data about cases is regularly updated, ena-
bling timely information on the status of the case in most
instances. Additionally, on the website of the Portal of
Serbian Courts, it is possible to follow the course of cases
before a public bailiff.

The Government of the Republic of Serbia adopted the
Strategy of Human Resources in the Judiciary for the period
2022-2026 (“Official Gazette of RS” No. 133/2022). Some
problems that this strategy seeks to solve are the unnec-
essarily long duration of court proceedings due to a lack of
staff and the establishment of a judge evaluation system
that, at the moment, does not recognize the connection
between the uniform workload of judges in relation to the
complexity of the case, the actual time spent on solving the
cases depending on their complexity, and additional pro-
fessional development and training.

The Law on Civil Procedure was last substantially amended
in 2014, when significant developments were introduced,
such as the expansion of the possibility of filing a revision
request as an extraordinary legal remedy by prescribing
new situations where a revision is always allowed, as well
as by reducing the threshold to EUR 40,000; i.e. up to EUR
100,000 for commercial disputes.

The authentic interpretation of the Law on Enforcement and
Security, Article 48, issued by the National Assembly in 2017,
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was a last significant development in this Law’s application.
According to the interpretation, Article 48 should be under-
stood to encompass the assignment of a claim or obligation
within the legal term “transfer” of a claim or obligation, i.e.
includes all sorts of successions of claims or obligations, irre-
spective of when the succession took place, during the legal
entity’s existence or after it has ceased to exist.

During 2021, the Ministry of Justice enabled the payment of
court fees through the e-Payment portal, so that the court
automatically receives information about the fees paid, so
it is not necessary to submit proof of payment.

Many courts in Serbia have accepted the option of sending
and receiving submissions electronically and have created
special email addresses for this purpose. This has made the
work of lawyers easier, especially when submissions are to
be sent to a court located outside of the lawyer’s seat.

Training and specialization of judges

One of the most important goals should be the improve-
ment of the quality of the judiciary through enhanced
training of judges. Likewise, the specialization in specific
areas of work for judges should be finally introduced.

Access to case files

Efforts should be made to increase the accessibility of case
files to parties in the proceedings and their representatives,
allowing access to these documents without the need
for specific court approval. Moreover, emphasis should
be placed on facilitating the use of electronic devices for
recording or photographing case files, which would save
resources for both the court and the parties involved.

Flexibility of the timeframe and deadlines for certain
actions

The timeframe, although potentially a good concept for
efficient case resolution, is not flexible enough because the
course of the litigation process is often unpredictable, and
the legal possibilities for its extension are not sufficient. On
the other hand, judges either do not adhere to the estab-
lished timeframe or set unnecessarily lengthy timeframe

which contributes to the prolongation of court proceed-
ings and undermines the effectiveness of this concept.
Some of the deadlines are unrealistically short, and the
deadline for submitting evidence is too strict, which may
lead to abuse by the parties.

Hearings should be scheduled in shorter time periods, and
the duration of the appeal process in practice should be
brought in line with the legal provisions at the very least.

The latest amendments to the Law on Civil Procedure have
not addressed the mentioned issues.

Consensus on cases arising under Article 204 of the Law
on Civil Procedure

Article 204 of the Law on Civil Procedure prescribing the
possibility to complete a litigation between the same par-
ties if a party has disposed of an asset or right subject to lit-
igation, has resulted in a progressive stance of the jurispru-
dence regarding the reversal of the claim by the assignor
- respondent could be obliged to pay the assignee at the
request of claimant. However, such reasoning is not uni-
formly accepted by the entire jurisprudence, leading to
unequal treatment before the courts and legal uncertainty
in terms of the rigid interpretation of the law, contrary to
the jurisprudence in jurisdictions that have similar pro-
visions in their legislation. Even though Article 204 was
amended with the previous amendments of the Law on
Civil Procedure, only time will show whether these amend-
ments will lead to the resolution of the above-mentioned
problem in the jurisprudence.

Restrictive interpretation of concepts that allow delay of
procedure

The concept of restitutio in integrum has been restored
to the enforcement procedure system. The legislature
has foreseen that restitutio in integrum is allowed only in
case of failure to comply with the deadline for submitting
a legal remedy in the procedure of contesting decision on
enforcement. Although the scope of the application of this
concept has been significantly narrowed, abuse of this con-
cept can be reasonably expected.

The Law on Enforcement and Security does not prescribe
what happens with the paid advance costs where a creditor
petitioning for enforcement based on an invoice or a prom-
issory note has initiated litigation and lost. The current



solution where the public bailiff keeps the entire amount
of the advance, is not acceptable.

Although the new Law explicitly stipulates those extraor-
dinary legal remedies may not be used in the enforcement
procedure, the Law itself has in fact introduced an extraor-
dinary remedy. Where the decision dismissing an appeal is
based on the facts which are disputed between the parties
and pertain to the claim itself, the enforcement debtor may
initiate a litigation proceeding declaring the enforcement
inadmissible within 30 days of receipt of this decision. Even
though litigation will not postpone enforcement, it is a fur-
ther procedural burden on the enforcement creditor.

The concept of postponement has been restored to the
enforcement procedure. Although the postponement of
enforcement upon the request of the enforcement debtor
is possible only once, it opens the door for malpractice as
the criteria for the assessment of legal grounds for post-
ponement is too broad, and there is a possibility that, in
theory, the postponement could last for a longer period of
time, depending on the public bailiff's assessment.

Necessity of a non-resident bank account with a non-res-
ident creditor when initiating enforcement proceedings

In 2021, the Commercial Court in Belgrade took the position
that it is necessary to state the number of the non-resident
bank account of the enforcement creditor who is a non-res-
ident when submitting a proposal for enforcement, even
when the enforcement is being carried out on the entire
assets of the enforcement debtor. The stated position is not
in accordance with the Law on Enforcement and Security.
In practice, this kind of court action led to a significant pro-
longation of the initiation of the enforcement procedure,
because opening a non-resident bank account can take up
to a few months, which opens a space for debtors to dis-
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pose of assets and creates additional costs for non-resident
creditors, that are not necessary at the given moment.

Limited ground for appeal in small value disputes

Article 479, paragraph 1 of the Law on Civil Procedure,
stipulates that a judgment or a resolution that concludes
a dispute in the small value proceeding may only be chal-
lenged on the grounds of a significant violation of provi-
sions of the civil procedure from Article 374, paragraph 2
of this law and due to an incorrect application of substan-
tive law. Thus, the law limits the appeal reasons by which a
judgement or a resolution can be challenged, and there is
no possibility to appeal the decision in small value disputes
based on incorrect or incomplete determination of facts.
This solution is unclear because, unlike other specific fea-
tures related to small value disputes (starting from shorter
procedural deadlines), it does not contribute to a faster or
higher quality resolution of disputes of this kind. Moreover,
deprivation of the possibility to challenge the decision in
small claims disputes due to incorrect or incomplete deter-
mination of facts is contrary to the purpose of filing a legal
remedy, and the second instance review of the court deci-
sion in the appeal process. Especially considering that the
accurate and complete determination of facts is of utmost
importance for making a correct and legally grounded
decision, so it is unclear why the monetary threshold of a
particular dispute should take precedence over a party’s
right to have the second instance court examine whether
the factual circumstances were properly and fully deter-
mined in the first instance proceedings. The fact that a cer-
tain dispute is qualified as a small value dispute does not
imply the infallibility of the first instance court in determin-
ing essential facts. This limitation significantly and unjusti-
fiably restricts the rights of parties to the litigation and the
second instance court’s ability to fully assess the correct-
ness of the appealed decision.

Additional education and specialization of judges.

To allow easier access to case files to parties in the proceedings, and their representatives.

Improve and justify the even allocation of cases among courts and judges.
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o Enactment of new amendments to the Law on Civil Procedure to assure flexibility of the timeframe and deadlines
for certain actions.

o Concepts that allow for delay of procedure, such as postponement and restitutio in integrum, have to be
restrictively interpreted and implemented.

o Consensus on the cases arising under Article 204 of the Law on Civil Procedure.
© Remove the limitation of appeal ground in small value disputes, and through amendments and additions to

the Law on Civil Procedure, allow the possibility of filing an appeal in this type of disputes based on incorrect or
incomplete determination of facts, as in regular type of proceedings.
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ARBITRATION
PROCEEDINGS

Recommendations:

It is necessary to clarify the relationship between bankruptcy and arbi-
tration proceedings in the Bankruptcy Law;

Promote the possibilities and advantages of dispute resolution through
arbitration by providing institutional support to the relevant govern-
mental and non-governmental bodies as well as by instructing profes-
sional organizations and companies to accept the jurisdiction of local
arbitration institutions;

Develop a supportive legal framework for the activity of arbitration
institutions in Serbia to ensure conditions for regional companies to
accept its jurisdiction, subsequently creating a regional arbitration cen-
tre in Serbia;

Organize trainings and conferences aimed at judicial sector in order to
facilitate and consolidate experience in arbitration related court proce-
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dures (@annulment and recognition).

The regulatory framework for arbitration proceedings in
Serbia is comprised of the Law on Arbitration (“Official
Gazette of RS”, no. 46/2006) and the rules of two arbitral
institutions, the Permanent Arbitration at the Chamber of
Commerce and Industry of Serbia (CCIS) (effective from 30
June 2016) and the Belgrade Arbitration Centre (effective
from 1 January 2014). Both arbitral institutions have the
jurisdiction to settle any dispute eligible for arbitration,
regardless of whether it is an international dispute or a
domestic one.

The general impression is that arbitration is increasingly
popular as a way of resolving commercial disputes. How-
ever, it is still mostly present in international business rela-
tions, where there is a traditional mistrust among foreign
companies in the competence of domestic courts. On the
other hand, domestic companies still believe that arbitra-
tion is rather expensive compared with courts. However,
it is often disregarded that the lengthy court proceedings
(especially in disputes of greater value) can be significantly
more expensive than arbitration, where decisions are made
faster in comparison to courts.

The Law on Arbitration, in force from 10 June 2006 in its
original text, was drafted in accordance with international
standards, based on the Model Law on the Arbitration of
the UN Commission on International Trade Law from 1986.
Given the implementation of the law so far, a number of
highly experienced practitioners, significantly cheaper

costs of the arbitration proceedings compared to the more
popular arbitration institutions in Europe and the fact that
Serbian courts rarely annul arbitration decisions, Serbia
should be perceived as an attractive arbitration destination.

In 2021 The Government of the Republic of Serbia adopted
the Resolution on the establishment of the Commission for
considering issues related to disputes before the interna-
tional arbitrations. The tasks of the Commission are analys-
ing the legal and factual aspects presented in documents
expressing the intention to initiate an arbitration proceed-
ing against the Republic of Serbia before an international
arbitration, providing proposals to the Government for
amicable settlement of the disputed matter before filing a
claim before an international arbitration, if the Commission
deems it justified and appropriate, and other.

Recently, the advance of arbitration in Serbia and other
countries has been focused on the extension of the juris-
diction of arbitration, rather than the improvement of arbi-
tration rules. In general, arbitration laws, as well as the rules
of arbitration institutions, today have a satisfactory legal
framework, and the professional community is primarily
focused on promoting the broader and more frequent use
of arbitration as a dispute resolution mechanism.

Serbia has been following these trends, and in 2017 a pos-
itive step forward in regulating the relationship between
bankruptcy and arbitration was made through amendments
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to the Bankruptcy Law (“Official Gazette of RS”, no. 104/2009,
99/2011 - other law, 71/2012 - decision of the Constitutional
Court, 83/2014, 113/2017, 44/2018 and 95/2018). In particular,
since 2009, it was unclear whether a creditor whose claim
(the subject of an arbitration agreement) in bankruptcy pro-
ceedings is disputed can initiate or resume arbitration pro-
ceedings in order to determine the merits of the disputed
claim. The Bankruptcy Law regulates the relation between
arbitration and bankruptcy proceedings in Art. 117, which
stipulates that the creditor whose claim is disputed shall ini-
tiate court proceedings, or resume suspended litigation or
arbitration proceedings in order to determine the merits of
the disputed claim, and Art. 118, which stipulates that the
bankruptcy administrator shall take over civil or arbitration
proceedings in the state in which they are at the time of
opening the bankruptcy proceedings.

It is necessary to emphasise that the entire legal system
that regulates the application of arbitration in the Republic
of Serbia is modern and satisfactory.

It is necessary to clarify the relationship between bankrupt-
cy and arbitration proceedings in the Bankruptcy Law.

Amendments to the Bankruptcy Law in 2017, although rep-
resenting a positive step forward in resolving the relation-
ship between arbitration and bankruptcy proceedings, are
still not sufficiently clear in the present form, and there are
many controversial issues which will cause certain prob-
lems in practice.

Firstly, based on the provisions of Art. 117 and Art. 118 of
the Law on Bankruptcy, it remains unclear whether cred-
itors who did not initiate an arbitration before the open-
ing of bankruptcy proceedings, in case of a disputed bank-
ruptcy claim, can determine the merits of the claim through
arbitration, or whether arbitration proceedings are availa-

ble only to the creditor who initiated arbitration proceed-
ings against the debtor prior to the initiation of bankruptcy
proceedings. If there is an arbitration clause in the contract
from which the disputed claim arises, which refers to the
settlement of the dispute before arbitration, the court
would be incompetent to resolve such a dispute. Despite
this, there are interpretations according to which the credi-
tor in this situation can choose between litigation and arbi-
tration proceedings.

Also, the Bankruptcy Law does not regulate the following
important issues for the relationship between arbitral and
bankruptcy proceedings:

there is no explicit requirement that the claimant in arbi-
tration proceedings is obliged to change the claim, that is,
to request declaratory claim instead of establishing a con-
demnatory claim (this requirement exists for litigation),
the consequences of opening bankruptcy proceedings
while there is an ongoing arbitration in which the bank-
ruptcy debtor is the claimant are not regulated,

it is not explicitly regulated that the opening of bank-
ruptcy proceedings results in the termination of arbitra-
tion proceedings,

it is not prescribed whether a bankruptcy administrator
can conclude an arbitration agreement, and whether
the board of creditors’ consent would be required for
concluding such an arbitration agreement.

Also, the efficiency of the current framework of the court
procedure for the annulment of arbitral awards is ques-
tionable, as it is based on a two-step ruling process, first
before the first instance court, and then before the ap-
pellate court.

Finally, there is insufficient arbitral practice and there-
fore relevant arbitral experience in this area. Since case
law is somewhat modest, foreign case law should also
be consulted in order to determine best practices based
on the UNCITRAL Model Law and improve efficiency in
recognition and enforcement of foreign arbitral award.

Itis necessary to clarify the relationship between bankruptcy and arbitration proceedings in the Bankruptcy Law;

Promote the possibilities and advantages of dispute resolution through arbitration by providing institutional
support to the relevant governmental and non-governmental bodies as well as by instructing professional
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organizations and companies to accept the jurisdiction of local arbitration institutions;

© Develop a supportive legal framework for the activity of arbitration institutions in Serbia to ensure conditions
for regional companies to accept its jurisdiction, subsequently creating a regional arbitration centre in Serbia;

© Organize trainings and conferences aimed at judicial sector in order to facilitate and consolidate experience in
arbitration related court procedures (annulment and recognition).
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LAW ON BANKRUPTICY

Recommendations:

Regulate additionally the position of secured and pledged creditors to
provide the two-instance procedure with respect to their settlement
from the sale of pledged property.

Stipulate the possibility and procedure for one amending the adopted
reorganization plan, as well as the prohibition of the re-adoption of the
reorganization plan/ pre-packaged reorganization plan within the cer-
tain time period in case of non-implementation, and specify the provi-
sions related to the finality date and starting date for the implementa-
tion of the reorganization plan so that all participants can know with
certainty when the adopted plan begins to be implemented.

Regulate the delivery issue in bankruptcy proceedings to make it faster
and more efficient, and consider legal regulation of digitalization pro-
cess in operations of creditors’ bodies and communication between
bankruptcy bodies.

Regulate in detail the procedure of electronic sale, if possible, by follow-
ing the example from the Law on Enforcement and Security.

Stipulate that the opening of bankruptcy proceedings produces effects
as of the date of publishing the notice of the opening of bankruptcy
proceedings in the Official Gazette.

Regulate the procedure of entrepreneur insolvency either by amend-
ments to the current Law on Bankruptcy or the adoption of a separate
law.

Stipulate the obligation of regularly delivering and permanently pub-
lishing all the key documents from the bankruptcy proceedings, as well
as the proper consequences for failure to meet such obligations.

Stipulate the consequences for the bankruptcy administrators in case of
failure to comply with the deadlines for actions in order to sell the assets
and settle creditors.

Introduced | Significant Certain No

in the WB: progress progress progress
2016 V
2016 Vv
2016 Vv
2020 v
2017 Vv
2016 v
2023 Vv
2023 v

According to data on the Bankruptcy Supervision Agen-
cy’s website, as of 3 June 2024 there were a total of 1,524
pending bankruptcy proceedings in the Republic of Serbia,
with the exception of bankruptcy proceedings conducted
under the Law on Enforced Collection, Bankruptcy, and Lig-
uidation (SFRY Official Gazette Nos. 84/89, SRY 37/93, and
28/96) and bankruptcy proceedings conducted against
banks, which are within the Deposit Insurance Agency’s
jurisdiction. The average duration of the procedures initi-
ated under the Law on Bankruptcy Proceedings is about
4 years and 10 months, while average duration of the pro-
ceedings initiated under the Law on Bankruptcy is about 2
year and 10 months.

186 bankruptcy proceedings were initiated in the first six
months of 2024. This means that approx. 31 bankruptcy
proceedings were initiated per month, almost the same as
in 2023. That number is still significantly below the monthly
average of 80 initiated proceedings in 2012. The grounds
for such a decrease after 2012 were presented in previ-
ous editions of the White Book, and the main cause was
the Decision of the Constitutional Court of Serbia on the
unconstitutionality of automatic bankruptcy.

After public consultations on the Draft amendments to the
Law on Bankruptcy and the Law on Bankruptcy Supervi-
sion Agency in 2021, the procedure for their consideration
and adoption by the National Assembly has not yet been
initiated. These are the fifth amendments to the Law on



Bankruptcy since its entry into force in early 2010.Addition-
ally, despite the Ministry of Economy forming a working
group to draft of a law on the bankruptcy of entrepreneurs
no specific steps have been taken.

Most of the latest amendments are expected to improve
the efficiency, transparency and quality of the procedure,
but actual results will be seen after their adoption end entry
into force and in court practice in the following period.

Previous editions of the White Book analysed potential
improvements in the draft amendments to the Law on
Bankruptcy and the Law on the Bankruptcy Supervision
Agency. However, since these drafts still did not find its way
to the National Assembly, all “Positive developments” from
previous editions of the White Book remain pending.

Notable proposed regulatory amendments include:
Improved position of secured and pledged creditors

The proposed amendments to the Law on Bankruptcy
introduce the authority for a bankruptcy judge to decide on
the abolition of security measures, upon the proposal of a
secured or pledge creditor, including a ban on enforcement
against the pledged property of the bankruptcy debtor
with the possibility of the bankruptcy judge to, when mak-
ing this decision, request the opinion of an expert on cruci-
ality of the pledged property for the reorganization.

Additional increase of transparency and efficiency of the
proceedings

The proposed amendments to the Law on Bankruptcy aim
to enhance the transparency and information. They include
provisions for collecting, processing and analyzing statistical
data related to bankruptcy proceedings. The amendments
also allow all creditors to request and receive all information
related to the bankruptcy debtor, the bankruptcy proce-
dure, the property and management of the property of the
bankruptcy debtor and all state authorities have the obliga-
tion to submit to the bankruptcy administrator data on the
property, rights and interests of the bankruptcy debtor, free
of charge. Also, it is proposed to introduce the sale of the
bankruptcy debtor’s property electronically, through the
portal of the authorized organization for the sale of prop-
erty. Further, it is proposed to shorten the deadline for filing
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bankruptcy claims from 120 to a maximum of 60 days and to
shorten the deadline for scheduling hearings to decide and
vote on the reorganization plan from 90 to 60 days. The draft
amendments to the Law on the Bankruptcy Supervision
Agency proposes, among other things, the addition of two
new articles, which regulate the implementation of actions
in bankruptcy proceedings through an electronic portal,
and collection and statistical processing of the data related
to bankruptcy proceedings.

All proposed changes should lead to greater transparency
and efficiency of bankruptcy proceedings.

Better control of bankruptcy administrator’s work and
expertise

The proposed amendments to the Law on Bankruptcy
specify that the selection of bankruptcy administrators will
be made either from the general or from a special list of
active bankruptcy administrators, depending on the crite-
ria for classifying legal entities into micro, small, medium
and large legal entities. The amendments to the Law on
the Bankruptcy Supervision Agency prescribes the pro-
fessional training of bankruptcy administrators, in order to
develop and improve their profession. The existence of two
lists of bankruptcy administrators from which the selection
is made and the existence of the obligation of professional
training should solve the issue of bankruptcy administra-
tors’ expertise. Finally, the proposed amendments to the
Law on Bankruptcy and the introduction of additional rea-
sons for the dismissal of bankruptcy administrators enable
better control of their work.

Even though the proposed amendments implemented in
the last amendments to the Law on Bankruptcy cover some
of the most important topics, which would, if adopted,
resolve a lot of problems (improved position of secured and
pledged creditors, additional increase of transparency and
efficiency of the proceedings, better control of bankruptcy
administrator’s work and expertise), not all of the existing
problems would be solved with it — including these already
covered problems, and some other problems which were
the subject of the previous editions of the White Book, but
were not included in the last draft of the amendments at all.

Following the topic of improving the position of the secured
and pledged creditors, we continue to highlight the issue
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with the distribution of funds collected through the sale of
a bankruptcy debtor’s property that was pledged in favour
of secured and pledge creditors. The claims of these cred-
itors should be settled within five days from the date of
receipt of the funds by the bankruptcy administrator. The
bankruptcy administrator autonomously, independently
and without control by the bankruptcy judge, decides on
the amount of settlement of secured and pledge creditors,
who then do not have the right to appeal against this deci-
sion. The only legal remedy available to them is an objec-
tion to the work of the bankruptcy administrator decided
by the bankruptcy judge of first instance, and no appeal is
allowed against this decision. The legal solution envisag-
ing the right to appeal for unsecured creditors may seem
unfair, while secured and pledge creditors are deprived
both of a first and second-instance review of the legality of
the decision of the bankruptcy administrator.

Also, following the spirit of the amendments of the Law on
Bankruptcy and the Law on the Bankruptcy Supervision
Agency, to ensure the more efficient and more transparent
bankruptcy proceeding, it would be good to stipulate the
obligation of the bankruptcy administrator and Agency to
regularly deliver and permanently publish all the key doc-
uments from the bankruptcy proceedings (conclusion on
the adopted and contested claims with all its amendments,
draft of the decision on distribution). Bankruptcy adminis-
trators ignore the already existing obligations of publishing
the documents (quarterly reports for example), without the
proper consequences - this problem is especially common
when the Agency conducts the bankruptcy.

In practice, a problem also arises in certain cases when the
delivery of a decision on the confirmation of a plan lasts
longer than the procedure of the adoption itself. This has
direct negative implications on the duration and efficiency
of bankruptcy proceedings.

It often happens in practice that it is necessary to change a
reorganization plan which has already been confirmed by a
court, but the current legislation does not allow it. This poses
a serious problem, since a bankruptcy debtor’s business
activity may not be on the expected level after the adoption
of the plan and the debtor cannot comply with the payment
dynamic envisaged in the adopted plan, whereas a majority
of the creditors are willing to accept an amendment to the
plan, which formally cannot be made. Having in mind that,
in accordance with the provisions of the Law on bankruptcy
which are currently in effect, the only possible alternative in

such situation is the opening of the bankruptcy or submis-
sion of the new pre-packaged reorganization plan (both
of these options prolong the collection of claims) it would
be in both debtors’ and creditors’ interest if there was the
possibility of one change of the plan once during its imple-
mentation (limiting it to one change would prevent possible
abuses). Also, it would be good to take into consideration the
solution provided by the Law on Bankruptcy Procedure - in
such situations, the bankruptcy was continued instead of ini-
tiating the new proceeding.

According to current legislation, the opening of bankruptcy
proceedings produces effects as of the date on which a
notice of the opening of bankruptcy proceedings is posted
on a court’s notice board. In practice, this rule creates prob-
lems as in some procedural situations it is not clear which
is the relevant date of the opening of bankruptcy proceed-
ings. To eliminate uncertainties, it is recommended that the
opening of bankruptcy proceedings produces effects as of
the date of the publication of the notice of the opening of
bankruptcy proceedings in the Official Gazette.

One of the outstanding issues where no progress was seen
is personal insolvency and entrepreneur insolvency primar-
ily. The resolution of this issue would benefit both creditors
and insolvent entrepreneurs. The existing options available
to creditors regarding insolvent entrepreneurs do not lead
to the most favourable collective settlement. They result
in the settlement of the claims of some creditors through
enforcement procedure, while other creditors, in most
cases, do not have any possibility to settle their claims with
over-indebted entrepreneurs. We consider that the intro-
duction of the concept of entrepreneur insolvency would
ensure creditors higher settlement amounts, while protect-
ing the integrity and basic needs of overindebted entrepre-
neurs. Having in mind that in the last couple of years there
have been efforts to pass such law, which at this moment
have been completely passive, this is very important topic
for future.

The trend of increasing digitization should also be followed
in in bankruptcy proceedings, often requiring the pres-
ence of a large number of people at hearings, meetings of
creditors, public sales, etc. (this was confirmed during the
COVID-19 pandemic). In that sense, it would be useful to
regulate in more detail the procedure of electronic sale and
the functioning of creditors’ bodies and electronic com-
munication and the delivery between the bodies in bank-
ruptcy procedure.



Finally, the introduction of new reasons for the dismissal of
bankruptcy administrators is not without flaws, as the rea-
son relating to their inefficient work is still not prescribed,
including prolongation of the sale of property or of the dis-
tribution of money obtained from the sale of the property
of the bankrupt debtor, etc., which are more common in
practice than violations of the duties of bankruptcy admin-
istrators. Hence, it would be useful to introduce such a pro-
vision, which would include the adequate consequences
for the failure to comply with obligations, to better pre-
vent practical problems related to the work of bankruptcy
administrators.

At the end, many other questions arise regarding improv-
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ing and clarifying corresponding regulations in prac-
tice, such as the possibility and method of enjoying
secured-creditor rights based on a pledge on claims; insuf-
ficiently precise definitions of entities to which Article 123,
para. 2 of the Law refers, the ability to dispose of the sub-
ject of an exclusion request during a dispute regarding
such a request; and others.

Some of the expectations presented in the previous edi-
tions of the White Book regarding comprehensive amend-
ments to the Law on Bankruptcy have been met, but many
other insufficiencies of legal solutions have not yet been
fixed and we sincerely hope to see at least concrete pro-
posals of amendments this year.

Regulate additionally the position of secured and pledged creditors to provide the two-instance procedure with
respect to their settlement from the sale of pledged property.

Stipulate the possibility and procedure for amending the adopted reorganization plan, as well as the prohibition
of the re-adoption of the reorganization plan/ pre-packaged reorganization plan within the certain time period
in case of non-implementation, and specify the provisions related to the finality date and starting date for the
implementation of the reorganization plan so that all participants can know with certainty when the adopted

plan begins to be implemented.

Regulate the delivery issue in bankruptcy proceedings to make it faster and more efficient, and consider legal
regulation of digitalization process in operations of creditors’ bodies and communication between bankruptcy

bodies.

Regulate in detail the procedure of electronic sale, if possible, by following the example from the Law on

Enforcement and Security.

Stipulate that the opening of bankruptcy proceedings produces effects as of the date of publishing the notice of
the opening of bankruptcy proceedings in the Official Gazette.

Regulate the procedure of entrepreneur insolvency either by amendments to the current Law on Bankruptcy or

the adoption of a separate law.

Stipulate the obligation of regularly delivering and permanently publishing all the key documents from the
bankruptcy proceedings, as well as the proper consequences for failure to meet such obligations.

Stipulate the consequences for the bankruptcy administrators in case of failure to comply with the deadlines for

actions in order to sell the assets and settle creditors.
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INTELLECTUAL
PROPERTY

Recommendations:

The Customs should enable full electronic communication.

The Law on Trademarks should be changed in such a way that it ena-
bles full electronic communication with the IP Office (e.g., removal of
the necessity to submit original priority documents on paper). Use this
opportunity to amend the provisions of the Law on Trademarks that
regulate the exhaustion of rights.

Following the example of EUIPO's portal, enable greater transparency in
the online register of trademarks, so that it will be visible to third parties
whether objections or requests for the termination of the validity of a
certain trademark have been filed.

Cybercrime:

State authorities should enhance their efforts to combat online copy-
right infringement, concerning the software, music, and film industries.

The Government needs to provide more resources to the courts, prose-
cutors and police units dealing with cybercrime.

Adoption of further amendments to the Law on Copyright and Related
Rights in terms of TV broadcasting and re-transmission, in line with the
changes of EU SatCab Directive passed in 2019.

Amendments to the Criminal Proceedings Law and related legislation

with regards to cybercrime.

The intellectual property legal framework mainly consists
of the substantive laws enacted in 2009 and afterwards. In
the past few years, changes occurred in the fields of cop-
yright, patents, trademark and topographies of semicon-
ductor products. At the end of 2021, amendments to the
Law on Patents were adopted, and a new Law on the Pro-
tection of Confidential Information was passed in the mid-
dle of the same year. Changes in legislation reflect further
approximation of the laws to the rules set in the relevant
international conventions, the Agreement on Trade-Re-
lated Aspects of Intellectual Property Rights (TRIPS) and in
the EU standards. The principal substantive provisions reg-
ulating intellectual property in Serbia are contained in the
following pieces of legislation:

The Law on Trademarks (2020);

The Law on Geographical Indications (2010, amended in
2018);

The Law on Copyright and Related Rights (2009, amend-
edin 2011, 2012 2016 and 2019);

The Law on the Legal Protection of Industrial Design
(2009, amended in 2015 and 2018);

Introduced | Significant Certain No

in the WB: progress progress progress
2020 v
2021 Vv
2022 v
2020 v
2020 Vv
2020 Vv
2018 vV

The Law on the Protection of Topographies of Semicon-
ductor Products (2013, amended in 2019);

The Law on Patents (2011, amended in 2017, 2018, 2019
and 2021);

The Law on the Protection of Confidential Information
(new law from 2021, which replaced the law from 2011);
The Law on Trade (2019).

The Law on Trademarks governs the acquisition and pro-
tection of rights with respect to marks used in the trade
of goods and/or services. A trademark is defined as a right
that protects a mark used in the course of trade to dis-
tinguish goods and/or services of one individual or legal
entity from identical or similar goods and/or services of
another individual or legal entity. The text of the current
law is in accordance with the Madrid Agreement Concern-
ing the International Registration of Marks, as well as with
the Protocol to the Madrid Agreement.

The Law on Geographical Indications regulates the acqui-
sition and legal protection of geographical indications
(appellations of origin and geographical indications), fol-
lowing the Lisbon Agreement for the Protection of Appel-
lations of Origin and their International Registration.



The Law on Copyright and Related Rights regulates the
rights of authors of literary, scientific, and artistic works,
computer programmes, as well as rights related to copy-
right: the rights of performers, producers of phonograms,
videogames, broadcasts and databases, and ‘publishers’
rights (rights of the first publisher of a free work and rights
of the publisher of printed editions).

The Law on the Legal Protection of Industrial Design governs
the acquisition of the rights to the external appearance of
an industrial or handicrafts product (defined as the overall
visual impression that the product makes on an informed
consumer or user) and the protection of those rights.

The Law on the Protection of Topographies of Semicon-
ductor Products regulates the subject matter and require-
ments for the protection of topographies of semiconduc-
tor products; the rights of creators and the ways to exercise
those rights; the rights of companies and other legal enti-
ties in which the topography was created; and the limita-
tions concerning the protection of such rights.

The Law on Patents regulates the legal protection of inven-
tions in the field of technology which are new, which
involve an inventive step, and which are capable of indus-
trial application.

The Law on the Protection of Confidential Information reg-
ulates the legal protection of information constituting a
business secret (especially financial, economic, business,
scientific, technical, technological and production data,
studies, tests, research results, etc.).

Finally, the Law on Trade regulates issues of unfair competi-
tion, including infringement of unregistered marks used in
the course of trade.

The enforcement of the substantive laws listed herein
depends upon several important laws setting forth the
procedural and organisational provisions for the protec-
tion of intellectual property rights and the prosecution of
infringers, the most important being the following:

The Law on the Organization and Competences of
State Authorities in Combating High-Tech Crime (2005,
amended in 2009 and 2023);

The Law on Special Powers for the Efficient Protection
of Intellectual Property Rights (2006, amended in 2009
and 2021);
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The Criminal Code (2005, amended in 2009, 2012, 2013,
2014,2016 and 2019);

The Customs Law (2010, amended in 2012, 2015, 2016,
2017, 2019,2020, 2021 and 2022); and

The Law on Optical Discs (2011);

The Law on Special Entitlement of Public Authorities
in the Area of Intelectual Property (2006, amended in
2009, 2021)

The institutions that protect intellectual property rights are
the Intellectual Property Office (hereafter referred to as the
“IP Office”), as well as the relevant ministries and other state
bodies (the courts being the most important).

The functioning of the Customs and the IP Office during
the pandemic was enabled through their electronic por-
tals. However, there are certain limitations. For example,
the initial filing through the INES portal operated by the
Customs is possible after a regular written contract with the
Customs is signed. Besides that, electronic portal operated
by the IP Office does not enable full electronic communica-
tion between this body and the right holders. Among other
options, it does not enable:

Registration of changes for multiple trademarks at once,
even though the Law on Administrative Fees envisages
payment of lower administrative fees in case of multiple
registrations;

Registration of the ownership change without submis-
sion of the original assignment deeds in physical form.

As of September 2018, Serbia is obliged towards the EU
to apply the same standards of protection of intellectual
property rights as those imposed by the EU. This obligation
is set within the Stabilisation and Association Agreement
and the Serbian Constitutional Court confirmed that these
provisions are directly applicable. In practice, bearing in
mind that the laws are mostly harmonised, this means that
the courts and other state bodies ought to follow the same
interpretation of these rules as the EUIPO and CJEU. Events
in the specific fields will be presented below.

The amendments of the Law on Patents introduced more
precise rules in the field of innovations made in the course
of employment. The latest changes from 2021 refer to the
pharmaceutical industry and additionally regulate the area
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of supplementary protection certificates and small patents,
and were introduced to increase the competitiveness of
domestic drug manufacturers compared to those from the
European Union.

The Law on Copyright and related rights - A working
group was formed to prepare draft amendments to this
law. Emphasis is placed on increasing the transparency
of the work of organizations for the collective exercise of
copyright and related rights. In the framework of activ-
ities referring to the accession of the Republic of Serbia
to the European Union, the IP Office headed activities
referring to the negotiating Chapter 7 - Intellectual
Property Rights. This time, the Special Working Group
worked on the preparation of the text of the Draft Law
on Copyright and Related Rights for the sake of harmoni-
zation with the EU Directive 2012/28/EU of the European
Parliament and the Directive 2014/26/EU about the col-
lective management organizations and multi-territorial
licensing of rights on musical works for online utilization
on the internal market. However, this working group
deals with the harmonization of this area with the EU
directives adopted by 2019. It follows that issues such as
digital education and data mining will remain unharmo-
nized, which will make Serbia less competitive compared
to the European Union countries. The law is still in the
process of adoption.

The Law on Trademarks introduced the opposition system
during the trademark examination procedure. This par-
tially slowed down the registration procedure. However,
the IP Office keeps on examining both absolute and rela-
tive grounds for refusal itself, as well. The change that also
occurred is that the principle of international exhaustion
of rights is introduced. This disabled prevention of paral-
lel imports using trademarks. It is worth noting that intro-
duction of this principle got Serbia further away from the
EU standards. The EU adopted the regional principle of
exhaustion, which means that it recognises the outer bor-
ders of its market to be relevant. Therefore, this chapter of
the law will have to be changed