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1. INTRODUCTION
1.1 Context

The European Council granted Serbia the status of candidate country in 2012. The
Stabilisation and Association Agreement (SAA) between Serbia and the EU entered into force
in September 2013. Meetings of the joint bodies under the agreement took place at regular
intervals. Serbia continued to implement the SAA, although a number ofliaongissues
remain.

Since the opening of Serl@aaccession negotiations in January 2014, 16 out of 35 chapters
have been opened, two of which were provisionally closed. Four chapters were opened during
the reporting period. The overall pace of neguaira will continue to depend in particular on

a more intense pace of reforms on rule of law and in the normalisation of its relations with
Kosovo as per the requirements of the Negotiating Framework.

1.2 Summary of the report'

As regards theolitical criteria, there is an urgent need to create more space for genuine
crossparty debate, in order to forge a broad-Brgopean consensus which is vital for the

countrybés progress on its EU path. Several o
in early 2019. The ruling coalitionoés par |l i
|l egi sl ative debate and scrutiny, and under mi

Weekly antigovernment protests started in Belgrade in December 2018 dtioredo an

attack on an opposition party leader. The overall peaceful protests, demanding freedom of the
media and free and fair elections, grew over time. Several opposition parties have announced
their intention to boycott parliamentary elections, unldemands for free and fair elections

are met. Serbia needs to fully address all recommendations on the elections, identified by
international observers, as a matter of priority.

Serbia is moderately prepared in the arepudflic administration reform Some progress

was made in the area of service delivery and with the adoption of several new laws. Political
influence on senior managerial appointments remains an issue of serious concern, especially
regarding an excessive number of acting positions. Sebia abi | ity to attr
qualified staff in the administration dealing with EU issues is crucial. A coordinated
monitoring and reporting system of the public administration reform strategy and public
financial management reform programme is ydid@stablished.

S e r bjudmié@l system has some level of preparation. Some progress was achieved during
the reporting period. Last year 6s recommendaeé
progress was achieved in the reduction of old enforceroas¢s and following up on
measures to harmonise court practice. The constitutional reform process, intended to align the
constitution with European standards for the judiciary, is ongoing. Further to the adoption of

the constitutional amendments, the syster the appointment and evaluation of judges and
prosecutors needs to be revised to allow for fully mmaged judicial recruitments and

careers. Currently, the scope for political influence remains of concern.

Serbia has some level of preparatiorthe fight against corruption. Limited progresshas
been made. There is no measureable impact of corryptewention reforms. A revised Law

! This report covers the period from March 2018 to March 2019. It is based on input from a variety of sources,
including contributions from the government of Serbia, the EU Member States, European Parliament reports and
information from various internatiohand nongovernmental organisations.

" This designation is without prejudice to positions on status, and is in line with UNSCR 1244/1999 and the I1CJ
Opinion on the Kosovo declaration of independence.
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on the prevention of corruption (also known as law on the-B&atruption Agency) was
adopted in May 2019. As reghk the repression of corruption, the Law on organisation and
jurisdiction of government authorities in suppression of organised crime, terrorism and
corruption, which entered into force in March 2018, is being implemented but it is too early to
fully asses its impact. Law enforcement and judicial authorities still need to establish a
credible track record of operationally independent prosecutions and of finalisetevetih
corruption cases. Overall, corruption is prevalent in many areas and remainsiemfiss
concern.

Serbia has some level of preparation in filgat against organised crime Some progress
wasmade over the reporting period. Serbia started to implement the new economic chapter of
the criminal code and the Law on organisation jamiddiction of state authorities in the fight
against organised crime, terrorism and corruption and adopted a cybercrime strategy for
20192023. At the same time, no progress was made in fulfilling the recommendations of the
previous report. Serbia has ty@o establish a convincing track record of effective
investigations, prosecutions and final convictions in organised crime cases, including
financial investigations leading to a track record of freezing and confiscating criminal assets.
The number of conetions for organised crime (notably in the fight against trafficking in
human beings) remains low.

The legislative and institutional framework for upholdiimgpdamental rights is broadly in

place. Amendments improving the legislative framework related to national minorities were
adopted. Consistent and efficient implementation of legislation and policies needs to be
ensured. While Serbia has some level of preparation, no peogi@s made ofieedom of
expression This lack of progress is now matter of serious concern. A new media strategy
was drafted in a transparent and inclusive manner; it needs to be adopted and implemented.
Serbia needs to step up measures to protectrighés of persons facing discrimination,
including LGBTI persons, persons with disabilities, persons with HIV/AIDS and other
vulnerable individuals.

As regards theconomic criteria, Serbia has made some progress and is moderately prepared
in developing aunctioning market econom¥xternal imbalances are on the rise, although
their financing remained healthy. Price pressures remained subdued and inflation contained.
Major fiscal adjustments over previous years have significantly improved debt susitginabil
Financial sector stability was preserved and labour market performance has improved with the
exception of the youth activity rate, which declined. Major structural reforms of public
administration, the tax authority, and statened enterprises advatt slowly, prolonging
long-standing inefficiencies. The authorities are addressing weaknesses in the budgetary
framework and its governance at a slow pace. The state retains a strong footprint in the
economy and the private sector is underdeveloped anperathby weaknesses in the rule of

law and in the enforcement of fair competition.

Serbia has made some progress and is moderately prepared to cope with competitive pressure
and market forces within the Union. The structure of the economy improved farider
economic integration with the EU remained high. However, despite some progress, the
quality, equity and relevance of education and training does not fully meet labour market
needs. Investment increased but remains insufficient, after years of unsinent to

address infrastructure gaps. Although the cost of small and medium enterprises borrowing has
declined recently, they still face a number of challenges, including a volatile business
environment and unfair competition.

Serbia overall remained conitted to bilateral relations with other enlargement countries and
neighbouring EU Member States and an active participareégional cooperation In the



context of being granted the seat of the Transport Community Treaty Secretariat, Serbia
should now povide further support to ensure the conditions are in place for it to take up
operations swiftly.

Regarding thaeormalisation of relations with Kosovq Serbia has remained engaged in the
dialogue and showed restraint in its response to the introductidgheo€ustoms tariffs.
However, Serbia needs to make substantial efforts, in particular in its international relations,
to establish a conducive environment to the conclusion of a legally binding agreement with
Kosovo. Such an agreement is urgent and drgoidhat Serbia and Kosovo can advance on
their respective European paths.

As regards itsability to assume the obligations of membershipSerbia has continued to

work towards aligning its legislation with the Eddquisacross the board. Adequate financial

and human resources and sound strategic frameworks will be crucial for the pace of reforms.
Serbia has a good level of preparation in some areas such as company law, intellectual
property, transport policy, science aresearch, education and culture, and customs. Serbia
improved the linking of its investment planning to budget execution but has yet to develop a
single mechanism for prioritising all investments regardless of the source of funding in
accordance with theogv er nment 6 s public finance manageme
such as public procurement, statistics, external relations, social policy and employment,
monetary policy and financial services, Serbia is moderately prepared. Serbia continued to
make goodprogress in agriculture and in aligning with the EU transpoguiswhile limited
progress was noted in the area of energy. The policy areas of environment and climate change
have yet to receive adequate attention.

Serbia needs to address, as a mattepriofrity, issues of nowompliance with the SAA,
regarding in particular state aid control, fiscal discrimination on imported spirits, and
restriction to competition in the calthsed payment system. Serbia needs to progressively
align its foreign and sewity policy with the European Uni@ common foreign and security
policy in the period up to accession.

Serbia continued to manage the effects ofrtineed migratory flows towards the EU, which

have stabilised throughout 2018. It made some progresglarmenting the integrated border
management strategy. The European Border and Coast Guard Status Agreement with the EU
was initialled. The strategy and action plan to counter irregular migration have been adopted.
Serbia needs to respect the obligatiomeatdmission of third country nationals under the EU
Serbia Readmission Agreement. Serbia furthermore should refrain from further diverging
from the EU visa policy.

2. FUNDAMENTALS FIRST : POLITICAL CRITERIA A ND RULE OF LAW CHAPT ERS
2.1. Functioning of demccratic institutions and Public Administration Reform
2.1.1 Democracy

The reporting period was increasingly marked by a polarised political scene. This has a
negative impact on the work of democratic institutions, in particular the parliament. There is
anurgent need to create space for genuine guasty debate and conditions for meaningful
participation by the opposition in the parliament.

A new opposition group, the Alliance for Serbia, was established in September 2018. As of
February 2019, several pgsition parties, including those in the Alliance for Serbia, started
boycotting parliamentary sessions. The same parties have announced their intention to boycott
parliamentary elections under the present conditions.



Weekly antigovernment protests stad in Belgrade in December 2018 in reaction to an
attack on the leader of an opposition party. The protests grew over time, encompassing
broader demands and spreading to other towns across Serbia. The demonstrations were
overall peaceful. Protestors demaird particular, freedom of the media and conditions that
ensure free and fair elections. The protests have not lined up behind any political party,
though the Alliance for Serbia has played a more visible role in recent weeks.

Elections

Serbiahas not made sufficient use of the interval betweenelectionsto addresspersistent
shortcomingsTheseinclude the lack of transparencyf party and campaignfinancing, the
blurred distinction betweenparty and state activities, and the unbalancedmedia coverage
Serbia still needsto addressall priority recommendation®f the Office for Democratic
Institutions and Human Rights of the Organisationfor Securityand Cooperationin Europe
(OSCE/ODIHR)

Almost all of the OSCE/ODIHR recommendations stemming from the previous elections
have yet to be addressed. This includes the need for a comprehensive and inclusive review of
the legal framework on elections, in order to regulate all essential aspeadddieds gaps

and loopholes. Independent regulatory bodies need to be empowered to exercise their
monitoring and oversight role proactively and effectively. The unbalanced media coverage
reported during previous elections needs to be urgently tackled. Téfesms should be
undertaken in an inclusive and transparent manner, and as a matter of priority ahead of the
next elections.

A limited number of recommendations have been partially implemented, such as those
regarding candidate registration, secret dimly, standardised training of polling board
members, and the publication of election results. The digitalisation of the voter list is a
positive step. A new law on the central registry was adopted in March 2019.

Several local elections took place, inhish irregularities were reported by domestic
observers. These cannot be evaluated independently, but the institutional response to reported
irregularities has been limited. Credible allegations of pressure being put on voters and public
employees need tme investigated and those responsible brought to justice.

In reaction to the antjovernment protests, the ruling coalition raised the possibility of early
parliamentary elections. Thie factopre-election mode deepened the political divide rather
than contributing to crosgsarty consensus. The Alliance for Serbia and other opposition
parties have announced that they will boycott elections, unless demands for free and fair
elections are met.

Parliament
The ruling coalitionds parliamentary p
scrutiny, and significantly wunder mined

an urgent need to create space for genuine -pa$g debate and conditions for t
opposition to participate meaningfully in the parliament. The role of independent |
needs to be urgently guaranteed and supported.

Practices of the ruling coalition often prevented the parliament from properly exgntssin
legislative function. These included merging unrelated laws under one discussion point, and
proposing hundreds of amendments irrelevant to the content of legislation. These practices,
which aim to use up the allocated time for debate in the plehame been employed
systematically since December 2017. In addition, the use of urgent procedures remains high at
around 44% from February 2018 to February 2019. As a result of the above, the parliamentary



opposition in most cases was not able to partieipffiectively in the legislative debate and to
present its draft amendments, including on key legislative pieces such as the 2019 budget.

As of March 2019, several opposition parties, including those in the Alliance for Serbia,
startedboycotting parliamentary sessions, also at provincial and local-gelfernment level.

Some opposition members continue to participate in the parliamentary committees. In the
current polarised environment, it is crucial that crpagy debate and meaningful
participation inthe parliament are restored as a matter of priority. Existing mediation and
dialogue mechanisms, such as those by the European Parliament, should be utilised. The
meeting of the parliamentary collegium in April should be followed up on with a view to
improving lawmaking procedures. In this regard, the rules of procedure should be amended
and a code of conduct adopted with EU expertise.

The par loveesight oftthie sexecutiveremains weak. As in previous years, the
parliament failed to support the robé independent institutions. Since 2014, the parliament

has not discussed any of the annual reports by independent bodies in its plenary sessions,
exemplifying its lack of willingness to ensure effective oversight over the government. The
holding of reguar question and answer sessions with the executive has increased and five
such sessions were held in 2018. Only one public hearing was held in 2018. The lack of
annual work plans and tla hocnature of agenda setting leads to uncertainty.-iajority
representatives head only two parliamentary committees.

The parliament continued to hold debates on
chapters as well as exchanges with the core negotiating team and with the National
Convention on the Europe&mion (see under Civil society)

93 of 250 members of parliament an®men There is also a womet
network.
I n Iine with OSCE/ ODIHR and the Council of

(GRECO) recommendations, financing foolitical parties and electoral campaigns need to
be made more transpargaee under fight against corruption)

Governance

EU membership continued to be the Ser/l
and financial resources on EU accession needdease and the government should
more emphasis on domestic communication on the EU. Inclusiveness and transpar
EU-related reforms need to be improved as a matter of priority.

The Serbian administration and negotiating team continueé@rnmnstrate preparedness and
professionalism in the accession negotiations process. However, adequate human and
financial resources will need to be allocated across all of the institutions involved to meet
Serbiabs objectives on EU accession negotiat

Consultations continued with relevant stakeholders, including civil society organisations,
through the National Convention on the EU. However, the inclusiveness and transparency of
the reform process, in particular on EU accessabated issues, need be improved as a
matter of priority and public consultations on policies and legislation to be more than just a
formality. In the context of constitutional reform, stakeholder consultations took place in an
acrimonious environment.

The role of independertiodies needs to be fully acknowledged and their recommendations
followed up appropriately. Monitoring of the implementation and impact of the reform
processes needs to be further improved. Authorities should put more emphasis on objective
communicatonabut t he EU, which is Serbiabds main pi



strategic choice of EU accession needs to be more actively and unambiguously communicated
in the public debate. Further efforts are needed to promote EU values in Serbian f#téc de
and in education, including readiness for reconciliation.

Regarding localselj over nment , the | aw on Vojvodinaos
adopted as provided for under the Constitution. Local administrative capacity remains weak
and sigificant disparities between municipalities persist. Responsibilities continue to be
borne at local level without proper analysis of the capacity and human/financial resources
required. Consultation with local authorities on new legislative proposals wial |

i mplications 1 mproved. I n November 2018 the

Local Authorities organised a specific session to discuss reports related to polésslres
exercised by ruling party authorities oppositionrun local goernments.

Constitutional changes are still needed in some areas to address issues relevant to the
accession negotiations.

Civil society

No progressvasmadetowardsestablishingan enablingenvironmenfor the developmenand
financingof civil society.Furthereffortsareneededo ensuresystematicooperatiorbetween
thegovernmenandcivil society.

Civil societyorganisationgCSOs)and humanrights defendersontinuedto raiseawareness
aboutcivil andpolitical rights. This takesplacein anenvironmentnot opento criticism, with
the authoritiesmaking negativestatementsechoedby the media,on civil societyin general
and on funding of certain associationsn particular. Harsh criticism againsthumanrights
defenderdiascontinuedn tabloid newspapers.

The National Conventionon the EU (composedof representativesf governmentabodies,
political parties,non-governmentalorganisationsgexperts,trade unions, private sectorand
representative®f professionalorganisations)whose goal is to contribute to a structured
debateon S e r bacessiserio the EU, hascontinuedto monitor and assesshe progressof

accessiomegotiations.The authoritiesshoulduseits expertisemore systematicallyjn order
to benefitfrom thefull potentialof the Conventionandits working groups.

Amendmentdo the Law on stateadministrationLaw on local sel-governmen&andthe Law
on the planningsystemintroducedspecificprovisionsaimedat improving public participation
in policy developmentHowever,the relaionship betweenthe governmentand CSOsis still
markedby fragmentedcooperation.The continuedfrequentuseof the urgentprocedurefor
the adoptionof laws limits the effectiveinclusionof civil societyin the law-makingprocess.
A numberof CSOshave reportedthat periodsfor public consultationsare sometimestoo
short, or that their commentson draft laws were not given sufficient considerationand
follow-up. A nationalstrategyand action plan to contributeto an enablingenvironmentfor
civil sociay havestill not beenadopted A councilfor civil societycooperatiorstill needsto
be set up. Criteria for public financial supportfor CSOs needto be better defined and
implementedo ensureoveralltransparencygspeciallyatlocal level.

Civilian oversight of the security sector

Parliament continues to be responsible for the oversight of the security sector. The
parliamentary committee responsible for this task continued to review the activities of the
securityinformation, military and defence rsgces. In May 2018, amendments to the law on
the Securityinformation Agency were adopted. A law on access to state security files still
needs to be adopted.
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2.1.2. Public administration reform

Serbiais moderately prepared with the reform of its public administration.Someprogress
wasmadein the areaof servicedeliveryandwith the adoptionof new laws regulatingpolicy
planning, public consultations,e-government, and salary system in the public sector|
However,the Comm s s irecomingndationmadeover the last few yearshavenot beer
fully addressedespecially regarding de-politicisation and professionalisationof public
service,and thereforeremainvalid. In particular, political influence on senior managerig
appontmentsremainsan issueof seriousconcern.lt was not sufficiently addressedn the
2018amendmentso the Law on civil servants.

In thecomingyear,Serbiashouldin particular:

- start recruiting senior civil servantseffectively through a meritbasedprocedureand
reducethe excessivenumberof actingpositions;

- issuepracticalguidanceo line institutionson strategigplanning,monitoringandreporting
and ensurea strongquality control role for the Public Policy Secretariato allow for the
effecive implementatiorof the newLaw onthe planningsystem;

- developa single mechanismfor prioritising all investmentsegardlessof the sourceof
financing and ensureintegrationof capital investmentplanningand project appraisalin
thebudgetprocess

Strategicframeworkfor public administrationreform

Serbiais implementingits public administration reform strategy andactionplanaswell as
the public financial managementreform programme, which is undergoingrevision.These
umbrella strategiesare supportedby a number of specific strategic documents. The
governmentensuresregular monitoring and reportingon implementationof reforms, but a
coordinated monitoring and reporting system is yet to be established,also covering
manageriahccountabilityseeChapter321 Financial Control). Civil societytakespartin the
monitoring of reforms.Political support for public administrationreform continuesthrough
the Public Administration Refom Council, chaired by the Prime Minister. Financial
sustainability remains a concern due to reliance on donor funding. There are also
inconsistenciesbetween costing of strategies, appropriationsin the budget, and the
mediumtermexpenditurdramework.

Policy developmenand coordination

Institutionsare in placefor a centralgovernmentpolicy-making system including for the
Europearnntegrationprocessput thereareweaknessedueto the continuingfocuson formal

and proceduralissues.The strategicplanningsystemwas improvedwith a new Law on the
planning system,which was adoptedin April and enteredinto force in October2018, and
secondarylegislation adoptedin February2019. This legislation sets out clear rules for

developingmonitoringandreportingon sectorstrategiesThe Public Policy Secretariaheeds
to start ensuring strong quality control, including on the costing of strategiesand their
linkagesto mediumterm fiscal planning. The national plan for the adoptionof the acquis
(NPAA) andthe governmentinnualwork programmeneedto be bettersynchronised.

The capacity for inclusive and evidencebased policy and legislative development
includingwhenaligning with the acquis needsstrengtheningAdministrativedatacollection
andits systematiasefor policy andlaw-makingneedsto improve acrosshe administration.
Secondaryegislationadoptedin early 2019 providesfor a detailedmethodologyon impact
assessmentand for an obligation of line institutionsto considerthe opinion of the Public
Policy Secretariatprior to submitting documentsto the government.Regulatory impact

9



assessmentshould be systematicallysubmittedto the parliamenttogetherwith legislative
proposals.Better coordination betweenthe Ministry of Finance and the Public Policy
Secretariathas yet to be establishedto ensurethat there are no discrepancieshetween
financial impact assessmentsyhich the Ministry of Finance coordinates,and financial
information in the regulatory impact assessmentsWith regard to inter-ministerial
consultationsno official high-level mechanismegxistfor resolvingpossibleconflicts between
servicesTheregulatoryframeworkfor public consultationswasimprovedwith amendments
to the laws on stateadministrationand on local governmentand the Law on the planning
system requiringthat public consultationsare organisedearly in the policy-makingprocess.
Theimpactof theseregulationshasyetto be assesseih practice.

As regardspublic scrutiny of government work, the new Law on the planning system
requires the governmentand ministries to prepare and publish monitoring reports on
implementationof strategicdocuments.They should start measuringachievementsagainst

stated objectives rather than report on implementedactivities. Quarterly reports on the
implementationof the NPAA are now regularly published.Theg o v e r n websitéwass
revisedin October2018, but it still doesnot provide easyaccesdsothegov er nmennt 6 s
public policy documents,such as annualgovernmat work plans or action plans for the
implementatiorof the governmenprogramme.

Public financial management

The 20162020 public financial management (PFM) reform programme is being implemented
albeit with delays. The ongoing revision needs to enswee mealistic planning, costing,
sequencing, and increased focus on performance indicators and results.

The governmentdés main achievement in PFM he
sustainable path, maintaining the improved quality eyear finartial reporting and more
realistically planned revenue and expenditure projections. The capital budget execution level

has further increased. The tax administration has focused on boosting tax compliance,
improving efficiency of revenue collection and reihgc the tax collection administrative

burden. All budget beneficiaries are obliged to report on the performance of the budget
programme. The State Audit Institution has continued to increase both the coverage and
quality of their audits of public funds.

The key outstanding issues concern the budget calendar, which is not being complied with,
resulting in insufficient time allocated to proper preparation, assessment and debate among

the stakeholders. Although the budget is structured by programmes, kKhieetineen the
government programme and sector strategies and operational plans of budget beneficiaries is
still weak. Serbia still needs to develop a single mechanism for prioritising all investments
regardless of the source of financing and to ensureptbaédures are in place to guarantee

the integration of capital pr oj e cFurhh@mope] anni n
the government ds i nvest ment pl anning and me
including the capacity to control publiassets funded by loans from third countrisse(

Chapters 5, 16, 29 and B2

Serbia is committed to improvingudget transparency. A O0citizensd budge
The executiveds bud-gnd tepop shoufd de raoke canprahensiveeA y e a
transparency roadmap, a gredget statement, and a nryidar report are still to be produced

and published. The Ministry of Finance does not publish the budget execution profile at the
beginning of the year, preventing an analysis of deviations from sarBatiget execution

reports contain the basic elements but do not break down expenditure figures for individual
budget organisations. Public participation in the budget process continues to be weak and

10



budget oversight by the legislature needs to be ingatovhe 2019 budget was adopted by
the parliament without substantive debatee(under Parliament)

Public serviceand humanresourcesnanagement

The civil servicelegislation definesmerit-based recruitment and dismissal procedures

Amendmentswere introducedin the Law on civil servantsin December2018 and new
secondaryegislationwasadoptedn January2019.While the amendmentitroducecriteria
for the organisationof the selectiontestsbasedon competencyassessmentshe headsof

institutions still have too much discretionin setting up selectioncommittees.Obligatory
recruitmentproceduredavebeenintroducedfor certaincategorieof temporarystaff, which

make up around10% of the civil service.The possibility to convert certain categoies of

temporarycontractsinto permanentcivil service contractsshould be carefully considered.
With regardto the risk of abuseof the dismissalprocessthe revisedperformanceappraisal
procedurantroducesa longertimeframefor improving performane, including the possibility
to attend professional training following a negative assessmentat both expert and

managementevel. Performanceappraisalgradesremain inflated. The amendmentsalso
introduced a new performance assessmentsystem reflecting the policy priorities of

institutions.

Political influenceoverrecruitmentdo senior civil servicepositions continueso be anissue
of seriousconcern.The meritbasedrecruitmentprocedure,as prescribedin law, has not
always beencomplied with. Ratler, the provision in the law that allows appointmentgo
0 a c p b B g tfor sixmenths(with a maximumextensionof threemonths)hasbeenoften
misused.This hasresultedin high staff turnoverand loss of institutional memoryin some
casesandin violation of the legaltime limit in othercasesAs of March 2019,63% of filled

seniorpositionsareheld on anactingbasis.The amendmentso the Law on civil servantdid

not addressheseshortcomingsapartfrom restrictingthe appointmentdo alreadyexisting
civil servantsasof 1 July 2019. The phasingout of the currentacting positionsneedsto be
effectivelymonitoredby the competentnstitutions.

A competencybased human resources management system was introduced with the
amendments$o the Law on civil servantslts effectivenesdasyet to be assesseth practice.
The HumanResourceManagemensServiceunderthe Ministry of Public Administrationand
Local Sel-Governmenheeddo strengtherits capacityto coordinateandharmonisehe work

of linei nst i thumanresoureadunits. The humanresourcesmanagemeninformation
systemremainsunderdevelope@nd doesnot interactwith other nationaldatabasesuchas
thetreasurypayroll registry. Therehavenot yet beenimprovementsegardingremuneration

of civil servants.The implementationof the 2016 Law on the salary systemin the public
sector, which introducesthe principle of equal pay for equal work for all public sector
employeeshasbeenpostponedo 2020.

Progresshasbeenmadewith professionaldevelopment following the establishmenof the
National Training Academyfor Public Administrationin 2018. The academyhasa mandate
to provide training for all public officials, including at the local level. Specific training
modulegtargetseniormanagers.

A codeof ethicsfor civil servantsaimsto ensureintegrity in public service Furtherefforts
areneededo ensurefull implementatiorof the existingintegrity plansin thejudiciary andin
the public administrationandto addresscorryption in local administrationthroughadoption
of local actionplans.Theimpactof the implementatiorof theseintegrity planshasyet to be
assessed.
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Accountabilityof the administration

Followingtheg o v e r n nglktsizingeHorts anddecreas®f puldic administrationstaff by

over45,000,the structureof the public administrationstill needso be streamlinedThelines

of accountability betweenagenciesandtheir parentinstitutionsare blurred, contributingto

overlappingfunctions, fragmentation,and unclearreportinglines. Political commitmentto

managerial accountability and systematic delegation of responsibilitiesis still needed.
Institutions continue to have a bureaucraticand processoriented approachto planning,
budgetingandthereporting of their activities(seeChapter32d Financial control).

The Ombudsmarhasa key role to play in ensuringc i t i rgkt riosgood administration,

and public authoritiesare obliged to reporton the implementationof his recommendatios.

However,for the fourth consecutiveyear, the parliamentdid not discussin the plenarythe

Omb u d s mm@noabreport and hence,no conclusionswere madefor thegover nment 6 s
review (seeunderGovernancg Ci t i #ghtntesagcesublic information isregulatedn

the Law on accessto information of public importance, which is under revision.
Administrative silence, whereby public authorities fail to properly actontheci t i zens
informationrequestscontinuego be a majorissue.Enforcemenbdf the decisiongakenby the
Commissionerfor free accesgo information of public importanceneedsto be ensured(see

Chapter23i Fight againstcorruption).

With regardto c i t i @Aghtnics a@lministrative justice, the administrativecourt operates
with an insufficient number of judges while coping with broadeningresponsibilities,
especiallyover labour disputesincluding at local self-governmentlevel, which affects its

efficiency. A new Law on free legal aid was adoptedin November2018,andit includesa

regulatoryframeworkfor legal aid in administrativecasesWhile thec i t i rzglt nosséek
compensationis regulatedno statisticaldatais collectedto monitorimplementation.

Servicedeliveryto citizensandbusinesses

Thegovernmentontinuego be committedto creatinga moreuser-oriented administration.
Progressvas madewith the developmenof further e-services suchas e-paymentsandthe
adoption of an e-governmentlaw in April 2018. Secondarylegislation and a new e-
governmentstrategyfor 2019-2021 are being developed.Thereis strongco-ordinationand
leadershipn this areafrom the e-governmenbffice andthe PrimeMi n i sDelearydJsit.
Digital signaturesare beingused,but only around5% of the populationavail of this service.
A more moderne-governmentportal is currently being designed While electronicservice
delivery continuesto advance thereis still no central policy ensuringc i t i aceesst® 0
services.

The legal framework for simplification of administrative procedures has beenin place
sincethe 2016 Law on generaladministrativeproceduresHowever, there continuesto be
regulatoryuncertaintyfor citizensand businesseslue to considerabledelayswith aligning
sectorlegislationwith this law. Citizensareoften not awareof theirimprovedrights, allowing
the administrationto apply old cumbersomeproceduresThe capacitiesof the Ministry of
Public Administrationand Local Sel-FGovernmentto exercisean efficient oversightof the
implementatiorof this law arelimited, andthereareoverlapsin coordinationwith the Public
Policy Secretariat.

12



2.2. Rule of law and fundamental rights
2.2.1. Chapter 23: Judiciary and fundamental rights

The EU's founding values include the rule of law and respect for human rights. Alyprope
functioning judicial system and an effective fight against corruption are of paramount
importance, as is respect of fundamental rights in law and in practice.

Serbia hasome level of preparationto apply theacquisand European standards in t
area. Serbia madémited progress In April 2018, Serbia submitted to the Ven
Commission the draft constitutional provisions aimed at strengthening the independt
the judiciary. The latter submitted its Opinion irung 2018 with a number (
recommendations on changes required for the draft provisions to meet European st
The revised draft sponsored by the government follows these recommendation
constitutional reform process continues through parliamgnprocedures, initiated i
November 2018. Corruption is prevalent in many areas and remains an issue of conc
legal framework on fundamental rights is broadly in place but its implementati
inconsistent. There was no progress made as regaeiofmeof expression. The over
environment is still not conducive to the exercise of this right. The role of independe
regulatory bodies needs to be recognised, their capacities strengthened, includir
budgets and skilled staff, and their ftinnal independence must be guaranteed in practig

Serbia is implementing an action plan which was adopted prior to the opening of the
accession negotiations on this chapter in July 2016. Serbia is in the process of revising its
action plan withmeasures oriented towards meeting the interim benchmarks of the EU
common position.

Functioning of the judiciary

Serbia hasome level of preparationin the area of judiciary. It mad®me progressiuring
the reporting p ereconinindationh haveeonlyl baes partiglle addres
progress was made in reducing old enforcement cases and in following up on mea
harmonise court practice. Some changes to the rules for judicial appointments 4
evaluating the work of judgesd prosecutors were adopted, but the system needs
thoroughly revised following the adoption of the constitutional amendments to allo
meritbased judicial recruitments and careers. Currently, the scope for political infl
remains a concern.hg constitutional reform is ongoing.

In the coming year, Serbia needs in particular to make significant progress on:

- strengthening the independence of the judiciary and the autonomy of the prose
including through amendments to constitutional aglslative provisions related to tl
appointment, career management and disciplinary proceedings of judges and pros

- ensuring both in law (in the context of the ongoing constitutional reform) and in pr
that the High Judicial Council and theagt Prosecutorial Council can fully assume tf
role and achieve an independent and efficient judicial administration in line
European standards, including regarding the execution of the judicial budget;

- adopting and implementing a human resouraestegyy for the entire judiciary an
establishing a uniform and centralised case management system, which in coml
should lead to a measurable improvement in efficiency and effectiveness of the
system.
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Strategic documents

Ser bi a Gteategimaocament, together with the action plan on Chapter 23, was the
national judicial reform strategy (202®18). Its renewal is ongoing. A draft assessment of
the previous strategy was presented in November 2018. Furthermore, the World Bank is
carrying out a followup review to its court functional review, and has completed a
prosecution functional review. These reviews are aimed at informing the renewal of the
national judicial reform strategy and the revision of the action plan for Chapter 28eWhe
strategic documents should include clearly defined activities and performance indicators.

Management bodies

The High Judicial Council (HJC) and the State Prosecutorial Council (SPC) are responsible
for the appointments, evaluation, transfers and disafs of judges and prosecutors, and
related budgetary issues. The 2019 budget of the HIC is EUR 2.02 million (EUR 2.75 million
in 2018). The 2019 budget of the SPC is EUR 1.04 million (2018: EUR 1.02 million).

As regards the budget for the judiciary ahé prosecution, responsibilities continue to be
divided between the Ministry of Justice and the two councils. This also has an adverse impact
on the efficiency of budgetary planning, in terms of resource allocation, and execution. The
action plan for Chaer 23 envisaged the transfer of residual budgetary responsibilities from
the Ministry of Justice to the councils by early 2017. This is delayed: while the current
legislative framework provides for this transfer to the HJC, it has been further postfmned (
the fourth time) to 2020. The Law on public prosecution was still not amended to allow for
the same transfer to the SPC.

Both councils should further improve the transparency of their work, including by making the
reasoning of their decisions on apponent, promotions, transfers and disciplinary
proceedings available to the public. The col
need to be further strengthenddaining is being provided in aad hocmanner, mostly by

external providers. A more systematic approach towards the professional improvement and
longt er m training plans for judicial and prose
are needed for the better overall operation of wldé&jal system.

Independence and impartiality

The current constitutional and legislative framework continues to leave room for undue
political influence over the judiciary. Future legislative changes (required to finalise the
constitutional changes) willeed to enhance the safeguards for judicial independence. A fully
objective, transparent and mebsed system for appointing, transferring and promoting
judges and prosecutors in line with European standards will need to be put in place also to
promote pofessionalism and improve quality. In addition, the current broad discretionary
powers of court presidents and heads of prosecution offices over the work of individual
judges and deputy prosecutors respectively should not have an adverse impact olitghe qua

of the adjudication of cases. They also need to respect the safeguards for independence and
autonomy in this field, in particular in relation to instructions to individual prosecutors.

The constitutional reform process continued throughout 2018 acamonious environment

and there was no consensus reached during stakeholder consultations. In April 2018,
following a few public roundtables, the draft provisions were submitted to the Venice
Commission. The Venice Commission adopted its Opinion in €Jud018, providing
recommendations on the provisions so they can meet European standards. On a number of
issues, several possible options were recommended. The Venice Commission also noted that
the budget for the judiciary had not been addredse@ctober2018, the Ministry of Justice
finalised the text after the Venice Commission Secretariat stated that the recommendations of
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the June Opinion had been followdd.late November 2018, the government submitted to
parliament an initiative to change the catosion, a step necessary to begin the parliamentary
procedure.

It is important for the constitutional reform to be finalised at the level of implementing
legislation, in particular on the jurisdiction and organisation of courts and prosecution offices,
the role and effective functioning of the councils and the Judicial Academy. Serbia is
encouraged to consult the Venice Commission in this legislative reform process.

Pressure on the judiciary remains high. Public comments continue to be made by government
officials, some at the highest level, on ongoing investigations or court proceedings, and on
individual judges and prosecutors. The HJC issued several statements in response to public
comments and in reaction to complaints received by judges on intionidatid threats. The

SPCés Commi ssioner for Autonomy reviewed ove
influence, andssued several advisory opinions. The draft rulebook and instructions on the

work of the Commissioner were finalised, but not yded.

Accountability

Disciplinary procedures are in place for both judges and prosecutors. In 2018, the SPC
disciplinary prosecutor processed 152 disciplinary reports received and initiated a procedure

in five cases. The Disciplinary Commission isstieel following sanctions: public warnings,
prohibition of career advancement, decrease in salary, and a dismissal in one case. During the
same period, the HJCabad3Ddasesin gdcass) a5rofywhiChovereni s s i
new cases proposed by the gitioary prosecutor in 2018. The Disciplinary Commission

issued a public warning and imposed several salary reducfiodges and prosecutors have

an obligation todeclare their asseton an annual basis and to report possdaeflicts of

interest.

Both councils haveodes of ethicand ethical boards in place. Following the adoption of new
rules of procedure, their members need to keppinted.

A revision of the disciplinary rules is needed in order to better define the offences, streamline
the procdures and strengthen the capacity of the disciplinary bodies. In addition, the codes of
ethics need revision in order to, among other things, clarify which provisions in the codes
should entail disciplinary liability for their necompliance. The SPC stad reviewing the
disciplinary rules for prosecutors.

Professionalism and competence

In 2018, the HJC elected 51 judges to permanent positions, and promoted 42 judges to
higherlevel courts. It also proposed to parliament 187-firae judges. The SPCealted 110
deputy prosecutors and promoted 28 depubgecutors.

In the context of the constitutional amendments, there is a need to revise the current system of
recruitment, transfer and promotion of judges and prosecutors, in order to ensure that their
careers are fully based on merit, with a clear link betwgemormance evaluation and

career advancement. The methodology for the evaluation of the professional performance of
judges should include participation in training initiatives. At pres&dtbia has two

categories of eligible candidates for the judicial professions: alumni of the Judicial Academy,

and judicial and prosecutorial assistants. Thus far, mainly candidates from the latter group are
being appointed. In light of the Venice Commission riigm, having a national judicial
academy as the sole entry point to the judidc
with the aspiration and commitment to strengthen the calibre and professionalism of judicial
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and prosecutorial training, but would be advisable to protect the Academy from possible
undue influencebo.

Quality of justice

The quality of initial and continuougraining programmes provided by the Judicial
Academy needs to be improved. Training should better respond to reabyeéalsexample,
focusing on judicial skills and ethical values, including the role of a judge in a democratic
society. Continuous training activities, which also require coordination efforts in order to
avoid overlapping, are stihighly dependent on dédrent donorsThe cooperation between

the Judicial Academy and the HJC should be strengthened. Some strategic internal documents
such as manuals and guidelines for evaluating mentors and rules for evaluating continuous
training were prepared. A new databaallows for easier access to the European Court of
Human Rights caskw related to SerbiaA multi-annual work programme on judicial
training still needs to be adopted. A quality control mechanism, which regularly and
effectively assesses the impacttod training provided, is yet to be put in plaGeerall, there

is no systematic approach to the professional improvement through training of the judiciary
staff. Further improvement of internal capacity and organisation of the Judicial Academy is
pending

Further steps were taken to improve the consistency of jurisprudenebinaimg guidelines

by the Supreme Court of Cassation on improving consistency in the interpretation of the law
are in place in all four appellate courts. The Supreme Court ofatRassestablished a
specialised department to analyse divergences in court decisions. It also adopted a new list of
key words for a more precise search in the electronic case law database, and it adopted
instructions for the selection, listing and archgr/iof relevant court decisions in this database.
Efforts in this regard need to continue, as a functional judicial database plays a central role in
effectively improving consistency of cakav.

There is a need to revise the Civil Procedure and the Criminal Procedure Codes in a number
of areas including document management and the recording of hearings, in order to bring
them in line with European standards and best practices.

The 2019 budget fahe judiciary (courts and prosecution offices) is EUR 299 million. There
is limited provision in the budget to meet infrastructure needs.

In 2018, there were 2,418 fitime judges effectively working (2017: 2 586) i.e. 37.4 judges

per 100,000 inhabitas. The trend towards fewer active judges thus continues. The average
age of judges in Serbia is 54. There were Té@lers of the public prosecutor function
effectively working in 2018 (2017: 628) i.e. 10.98 per 100 000 inhabitants (2017: 10). The
Europea average is 21 judges and 11 prosecutors per 100 000 inhabitants. In the absence of a
comprehensive human resource strategy, there is a mismatch between the number of judges
per court and the size of the court administration.

The Serbian judiciary contires to rely on several different case management applications that
are not interconnected. Furthermore, there is only one centralised statistical tool (generating
only one type of report) that does not cater for the different systems. This hampers data
collection and exchange. The earlier adopted general information and communication
technology (ICT) guidelines have not yet led to an overall strategic vision and plan for ICT
solutions, which are urgently neededcémprehensiveountrywide systemto processand
manage cases across the judicial and prosecutorial networksncluding to provide
comprehensive and reliable statistical data in line with European standastikto be put in

place.
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An automatic case allocation system with some technologiggostis in place in all the

courts. It is based on objective and-pegermined criteria, on the normative principle of the
6natur al judged and on t he Thieiganiessentiaétootto t o a
support judicial independence and amnipality. In 20 pilot courts, both basic and higher, the

tool has been improved with the introduction of a case weighting formula.

In spite of increasing numbers compared to previous years, the servegsdiofnotaries are

still not available througbut Serbia. Eight districts do not yet have public notaries. Secondary
legislation was adopted to better regulate the management of documents, including land
register registration, the electronic issuance of certificates and on filing property tax
applicatons.

Still little progress is being made in introducialjernative dispute resolutionmechanisms

such as mediation. Inrfdesks for the public and court users were established. The Law on
court fees was amended. As of January 2019, the law should prioviden additional
incentive to parties by waiving court fees for successful mediation in civil cases, before or at
the first hearing. The new provisions on peaceful labour dispute resolution provide for
specialised mediation in collective labour dispuldse impact of these measures has yet to be
seen.

Efficiency

The implementation of the nationadcklog reduction programme (for 2048) continued to

be supervised by the Supreme Court of Cassa
efficiency with the backlog of old enforcement cases shrinking. In 2018 the number of
enforcement cases decreased by 78,135 cases. However, the overall high number of pending
backlog cases still remains a concern (781 137 cases at the end of 2018). The highest number

of backlog cases (86.6% of the total) are in basic courts. From 2016 to 2017, the overall
clearance rate dropped from 139.87% to 106.04%, but in 2018 it increased again to 110.03%.
Thus for the third year in a row, the Serbian judicial system was able tesprowre cases

than it received, even with fewer active judges than in 2017.

There are still significant differences in workload across the country. Lengthy proceedings,
the lack of a free legal aid systénuntil the new law is implemented in October12G and

the failure in processing indemnity claims continue to hamper the quality of justice and
citizens o6 aseeuvadersProteduralrighist i ce (

The amended Law on enforcement and security from 2016 that extended the authority of the
public enforcement agentshas accelerated procedures and has enabled the | i ty bi |l | 6
to be reduced more efficientlfpuring the second half of 2018, enforcement agents have
solved 163,812 cases, compared to 116,120 during the first half of 2018.

As the backlog results to some extent also from malfunctioning corporate governance within
the mostly governmerdontrolled utility companies, the government is also responsible for
addressing it.

Domestic handling of war crimes cases

Serbia needs to fully cooperate with the International Residual Mechanism for Criminal
Tribunals (IRMCT), including by fully accepting and implementing its rulings and decisions.
There have been public and repeated challenges by Serbia, including froightbst levels,

of the judgments of the International Criminal Tribunal for the former Yugoslavia (ICTY).

Ser bi ads -maperdtien inadlation t the arrest of people indicted for contempt of

court had not been resolved by the time the IRMCT aeduthe jurisdiction, rights and
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obligations of the ICTY. The final decision as to whether this case will be adjudicated by the
IRMCT or in Serbia is pending.

Regarding judicial cooperation issues, the existing bilateral protocols on cooperation related
to war cri mes, crimes against humanity and
Serbia and its counterparts in Bosnia and Herzegovina, Croatia and Montenegro have
contributed to improving relations and reducing judicial impunity for war crimes.18,28e
cooperation with Bosnia and Herzegovina has led to indictments being issued in Serbia.
Cooperation with Croatia faced a number of impediments and has not led to tangible results.
Mutual legal cooperation between Kosovo and Serbia is extremelgedinm war crimes

cases.

The implementation of the 2016 national strategy for investigation and prosecution of war
crimes has continued at a slow pace. A monitoring mechanism for overseeing its
implementation is in place. It has issued five reports.

The posecutorial strategy 2018023 was adopted in April 2018. It did not include clear
criteria for prioritising war crimes cases as envisaged in the Serbian action plan for Chapter
23. In order to support the implementation of this strategy, additional westsplanned for

the Office of the War Crimes Prosecutor (OWCP), including additional deputy prosecutors
and a psychologist to support victims and witnesses. Eight deputy prosecutors have been
appointed: five new posts and three as replacements fodrebteagues. There has been a
further delay in assessing the confidentiality rules (disclosure of confidential information
during investigations and/or tampering of evidence).

In December 2018, the OWCP released its own report on criminal complaidtedtienally
since 2003. According to this report, there werit of a total of 76 casesl3 against the
mid-ranking perpetrators and none against frmytking officers.

In 2018, 10 indictments were filed by the OWCP (compared to 3 in 2017) of wiuakes

were transferred from Bosnia and Herzegovina. Seven have been confirmed. These
indictments concern cases not involving highking suspecturrently, there are 16ases

ongoing at first instance, and 1 case at appeal level. Most of the ongoiag ases against
low-ranking defendants. Most cases have seen significant delays on various (including
medical and procedural) grounds. Significant court hearing delays experienced in 2017 also
continue, for instance inth@®r ebr eni c a6 c a bage beellepoded ingances t her
of intimidation of witnesses and observers.

Serbia currently has 2 382 cases at theprestigation stage.

Some administrative steps were taken to improve the efficiency of investigations through the
adoption in early 201®f joint internal operating rules between the OWCP and the War
Crimes Investigation Service. The latter moved to more suitable premises for keeping records
of war crimes in order to prepare a database to investigate those crimes. This should help
prioritise investigations and prosecutions.

Overall, Serbia needs to demonstrate a firmer commitment to the domestic processing of war
crimes at all levels. In addition, meaningful regional cooperation and good neighbourly
relations are needed to overcome tlgatges of the past, and to constructively foster mutual
trust, dialogue and tolerance in the region, avoiding actions and statements that go against this
goal. This should also imply honouring the victims of the past. There have been several
instances in Wich the state authorities have provided public space and took part in promoting
activities of ICTY-convicted war criminals. This is not creating an environment conducive for

an impartial and effective adjudication of war crimes cases.
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Fight against corruption

Serbia hasome level of preparationin the fight against corruptiorLimited progresshas
been made. There is no measureable impact of corruption prevention reforms. The|revised
Law on the prevention of corruption (previously known as law on the-@mtiuption
Agency) was adopted on 21 May 2019. The law needs to comply withadbeis
international agreements and GRECO recommendations. As regards the repression of
corruption, the Law on organisation and jurisdiction of government authorities in suppression

of organised crime, terrorism and corruption, which entered into force in Marchi2@ksng
implemented but it is too early to fully assess its impact. Law enforcement and judicial
authorities still need to establish a credible track record of operationally independent
prosecutions and finalised hidgvel corruption cases. Overall, reaption is prevalent in
many areas and remains an issue of concern. There is a need for strong political| will to
effectively address corruption issues, as well as a robust criminal justice respgnse to
high-level corruption. Serbia should in particular:

- improve its track record on investigations, indictments and final convictions iFéugh
corruption cases, including the seizure and confiscation of criminal assets;

- implement legislation on the Ar@orruption Agencythat needs to be compliant with the
acquis international agreements and GRECO recommendations, in order to strengthen the
Agencyds role as a key institution in a moi

- conductan impact assessment on its a@iruption policy with a view t@adopting a new
ambitious strategy and action plan.

Track record

As regards Serbiabés track record of i nvest.i
there were criminal charges filed against 9,095 individuals with the special departments for
combat ng corruption in the Higher Prosecutor s¢

individuals. Courts convicted 332 individuals based on indictments by these special
departments, out of which there were ceagotepted plea agreements for 294 defendants

Courts also convicted 41 individuals relation to higHevel corruption offences (based on
indictments by the Prosecutords Office for
2017). Of these, 13 were based on plea agreements. Confiscation ofwassatgposed in

t wo of these cases. The Prosecutorods Office
Overall, for all types of corruption cases, there were first instance convictions against 1 952
individuals in 2018 (compared to 2 140 in 2017). Sen@ads to demonstrate a convincing

track record on the final confiscation of assets.

Serbia urgently needs to improve its results in detecting and prosecuting corruption crimes,
based on increased technical expertise, and better coordination and datgeXxsetaeen all
institutions involved. Serbia also needs to step up the application of the concept of financial
investigations.

The AntiCorruption Agency issued 77 opinions related to request®wfticts of interestin

2018 (2017: 41). It filed 31 regsts for misdemeanour proceedings (2017: 20). The Agency
initiated 151 procedures (37 based on complaints aneX bificio) (203 for 2017: 37 based

on complaints and 166x officig on grounds related to accumulation of functions without
prior approvalof the Agency, and 166 procedures for other situations related to conflict of
interest or nepotism (145 based on complaints anek2ifficig (170 for 2017: 101 based on
complaints and 6@x officig. In 2018, the miseineanour courts had still not issued any first
instance judgments, filed by the Agency in 2018.
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The Agency submitted i omeqaeast sassélboatcacl

mi sdemeanour proceedings in 2018 (2613ub#fb)

asset decl arations on ti me. Based on the Ag

courts issued 49 convictions ¢ni RO0OABIiIi (hRAr7Qg
(

2018 2017: 15) due to reasodamodote sSepgEi e dn:
had given false information about assets wi't
the Amepcgvious wor k, 2 final judgement s we|
i mpri sonment , 14 cc asdeesf ewerrad foifn aclriisneidn awi tphr of
criminal charges were dismissed and in 3 ¢

under way (Owerall the nanabsrefscases dealt with by the Agency is decreasing. In
general, the measures thae tAgency can impose do not have a deterrent effect, and more
stringent rules on the accountability of officials in cases involving conflicts of interest are
needed. The ongoing process of drafting the new law on theCntuption Agency provides

a good pportunity to ensure that the Agency gets a more robust and ambitious mandate when
it comes to identifying and preventing corruption.

The Agency also performs checks on filmeding of political activities and of elections and
submitted 90 requests fonisdemeanour proceedings for violations of the Law on political
activities financing in 2018 (against 273 in 2017). In the same period, courts rendered 113
final verdicts. As most of them impose low sentences, they do not have the desired deterrent
effect.Based on final sentences, in 2018, the Agency published 33 decisions on the loss of the
right of political entities to use public funds for their regular work during 2019 (against four

in 2017). The law on misdemeanours provides for misdemeanour pleanagts as a new
mechanism, which was implemented by the Agency in May 2018 for the first time. The
Agency signed four such agreements in 2018. Overall, the system for controlling of political
activities and electoral campaign financing needs to become tmamsparent and effective
through improving legislation and applying the recommendations of the OSCE/ODIHR and
the Council of Europe Group of States against Corrupti®RECO).

A comprehensive and evidenrbased assessmentaifcess to informationis notpossible, as

the majority of public authorities do not comply with the obligation to provide data to the
Commi ssioner for Access to Information of Pu
information. The Commissioner established that 87% (2816:%) of ci ti zensod ¢
most of them concerning administrative silericevere wellfounded, meaning that the
information requested by citizens should have been provided by the authorities according to

the Law on access to information of public imoce.In 55% (2017: 62%) of these well
founded cases, the authorities reported tha
provide the information to the complainants even before a decision was made on the appeal,
which would indicate that thereas no reason not to disclose the requested information in the

first place

During 2018, courts in Serbia received 122 new cases based on the Vawstda-blower
protection (2017: 149) and out of the total caseload of 193 cases, 124 cases were finalised
(2017: 158).

Institutional framework

Prevention of corruption

Ser bi ads i mpreventirtg waorruptian sbroafdlp meet international standardss

regards the revision of thlaw on theAnti-Corruption Agency, enabling itto better assume

its role asthe key institution in this area, a first draft was prepared by a Ministry of Justice
working group in July 2018. This draft did not fully comply with the GRECO
recommendations. A second draft was publ i she
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further to consultations with a GREC#¥filiated expertThe government submitted a draft to
parliament in early May 2019 under urgent procedse® under Parliament on the use of

urgent procedures)Parliament adopted the law on 21 May 2019. The law neecsntply

with the acquis international agreements and GRECO recommendatidftsts are needed

to empower the Agency to step up data collection in an accountable manner and its data
analysis, including access to relevant databases. TheCantiuption Ages y 6 s budget
increased for 2019, and thenésvt af f systemati sationdé all ows
the contracting of 157 employees (compared to 92 workplaces and 139 employees
previously). The Agency currently has only 80 employees on a pentnaasis. Priority

should be given to adequately resourcing the Agency in order for it to be a leading player in
preventing corruption and monitoring progress in this regard, and to work in an independent
and transparent ma n n e rto. coofieeate bvithaaihd responds to the ut i o
Agencyods reports and instructions as provide

Public procurement, infrastructure projects, healthcare, education, construction and spatial
planning, and public companies remaiarticularly vulnerable to corruption. No tangible
improvements took place in relation to verifications and procedural transparency in these
fields. Serbiabs public procuraqueAdraftla@gi sl at
aimed at further alignment including ofpeocurement was preparethe public procurement

office still lacks staff and technical capacity. It needs to step up efforts in supervising other
institutions and monitoringpartly by setting up a centralised database. Thecantuption

action plan foasing on higher education has yet not yielded concrete results.

In order to fight corruption at local level, the Ax@brruption Agency had provided the local
authorities with a model artiorruption action plan. Only six local authorities set up a lody
monitor the implementation of plans drawn up that were based on this model (76 plans out of
145 required had been adopted). The Law on civil servants was amended in 2018 to include
provisions concerning conflicts of interest in public administration a&tiplinary
procedures; however, the amendments did not sufficiently address shortcomings in
transparent and metitased recruitment.

The Anti-Corruption Council, in its advisory role to the government, remained active in
exposing and analysing casesgétemic corruption. However, the government still refuses to
systematically follow up on its recommendations, and the Council is yet to be systematically
included in procedures for adopting legislation that has a potential bearing on corrip&on.
authorities should establish a more constructive relationship with the Council.

Law enforcement

The new Law on the organisation and jurisdiction of government authorities in
suppression of organised crime, terrorism and corruption which entered into force in

March 2018, provides for specialised authorities to investigate and prosecute corruption cases.
Adequate training has been organised. In the special departments for combating corruption in
the Higher Prosecutorsod Offirades totalof 4Kdemulyj e v o,
public prosecutors have taken up work. Also, five task forces were established in these
departments, which include representatives of the police, the tax administration and the
administration for the prevention of money launderiAgdepartment for the fight against
corruption is operating within the Criminal Police Directorate, and dedicated bodies have
been established in the same cities. Coordination meetings between the police and the
prosecution are organised regularly, araisbn officers have been appointed. Of the five
financial forensic expertsenvisaged, only two have been employed. They are yet to be hired

in the new special departments for combating
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While the impact of these westructures has yet to be fully assessed, so far the institutional
and technical capacity of police, prosecutors and judges remains insufficient overall and needs
improvement. Financial investigations are being launched more proactively, but their impact
on a substantially increased number of final convictions is yet to be demonstrated.

Internal control departments in line ministries continue to kegkipment, resources and

human capacity The State Audit Institution audited 200 statements from pubhcsfu
beneficiaries in 2018. For 117, it concluded that the internal control system did not provide
reasonable assurance that the goals concerning compliance with regulations and procedures
were achieved. Some 76.5% of the audited entities were found r@tveo appropriately
established the internal audit function.

Legal framework

Serbia is a party to all international aatirruption conventionsncluding the United Nations
Convention against Corruptioithe legal framework for the fight against corruption is
broadly in place. Parliament adopted amendments to e on the Anti-Corruption
Agency. This law needs to comply with thecquis international agreements and GRECO
recommendations.

The Law on free access to information of public importancestill needs to be further
amended to ensure its effective implementation including through an appropriate access to
information. Amendments are being prepafeele under Public administration refornihe

legal framework on whistielower protection stillneeds to be aligned with the new EU
acquison this issue.

There is a further delay in amending the Lawfm@ancing of political activities. This is
needed, among other things, to increase transparency in financing political entities and
electoral campaits including the use of public resources, to introduce more efficient
sanctions, and to clarify the duties between the relevant state authorities. The State Audit
Institution has performed financial statement audits and compliance audits on five political
entities in 2018.

In its latest evaluation round in March 2019, GRECO noted that 10 recommendations on the
prevention of corruption in respect of members of parliament, judges and prosecutors were
partially implemented and 3 not implemented (instead pértially implemented and 6 not
implemented in 2018). It concluded for the second year in a row that Serbia had not
implemented satisfactorily or dealt with in a satisfactory manner any of the 13
recommendationsi-ollowing one of these recommendations, eavlaw on lobbying was
adopted in November 2018. GRECO also concluded that the overall level of compliance with
the recommendations is no | onger O0globally
subject to the neoompliance procedure.

Strateqic famework

The Anttc or rupti on Agency moni t or e danti-tomruption mp | e m«
strategy and action plan for 20132018 Out of 177 measures to be completed by the end of

2017, the Agency found that 26% were implemented in accordance witidtbators, while

61% were deemed not implemented at all (while the remaining measures were deemed to be
partially implemented). A number of steps to effectively implement and monitor this strategy

and its followup strategy, as well as the relevant sedio the action plan for Chapter 23,

have been seriously delayed.
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Fundamental rights

The legislative and institutional frameworkfor upholdinghumanrights is broadlyin place
Amendmentsmprovingthelegislativeframeworkrelatedto nationalminoritieswereadopted
in June2018. However, consistentand efficient implementationof legislationand policies
needsto be ensured.In addition to making substantialefforts to uphold freedom of
expression Serbianeedsto addressshortcomingsalreadyidentified in the 2018 report. In
particular,Serbianeedgo:

- strengthenhuman rights institutions, guaranteetheir independenceincluding via the
allocation of the necessaryfinancial and human resources,and follow up on their
recommendations;

- stepup measureso protectthe rights of persondacing discrimination,including lesbian
gay, bisexual, transgenderand intersex (LGBTI) persons,personswith disabilities
personswith HIV/AIDS and other vulnerableindividuals; actively pursueinvestigatior
and convictionsfor hatemotivatedcrimes;andadopta newantrdiscriminationstrategy;

- ensurea consistenimplementatiorof legislationregardingnationalminorities, including
Rom&, leadingto a tangibleimprovementin the effective exerciseof their rights across
thecountry.

Serbiahasratified eight of the nine international human rights instruments. It hasyet to
becomea party to the InternationalConventionon the Protectionof the Rightsof All Migrant
Workersand Membersof their Families. Overall, the implementationof internationalhuman
rights instrumentsstill needsto be improved.By decisionof the Stabilisationand Association
Council, Serbiawas grantedobserverstatusin the EuropeanAgency of FundamentaRights.
The participationof Sebia asobserverin the work of this agencyis animportantsteptowards
its gradualalignmentwith Union law in the areaof fundamentalrights. In particular,it will
contribute to the exchangesof best practices facilitating the advancementsn concrete
fundamentatight issuesn line with applicableEU standards.

In 2018,the European Court of Human Rights delivered13 (2017:26) judgmentsoncerning
Serbiaandfoundthatit violatedthe EuropeanConventionfor the Protectionof HumanRights
and Fundamatal Freedomsn 12 (2017:25) casesFour violationsrelatedto the right to a fair

trial, six to the length of proceedingspne to nonenforcementand one to the protectionof

property. Thereare currently 69 (2017: 66) casesagainstSerbiain the enhamed monitoring
procedurebeforethe Committeeof Ministersof the Councilof Europe.

As regardspromotion and enforcementof human rights, thenumberof c i t | coraptaimtd
submittedto the Ombudsmardecreasedtyy 19% (2017:4 060;2018:3 282), while the number
of recommendationffom the Ombudsmaraddressedo the authoritiesremainedstable(2017:
799; 2018:793). For the fourth consecutiveyear,the parliamentfailed to discussn the plenary
theannualreportsof the Ombudsmarandof otherindependenbodies;thereforeno conclusions
for theg o v e r n meveew wedesnade.Accordingto the Ombudsmanthe percentagef his
recommendation$ollowed up by the authoritiesremainshigh (2017: 90.6%; 2018: 93.2%),

althoughcertainrecommendationselatedto fipublici n t e maeestill aot beenaddressed.

Therehasbeena seriousdelayin amendinghelaw onthe Ombudsman.

In the field of prevention of torture and ill -treatment, the Ombudsmanin his capacityas
the nationalpreventivemechanismmadefewer visits to relevantsites,namelypolice stations,
prisons,socialwelfareinstitutions,psychiatrichospitals andvisits to oversedhe treatmeniof

2 In line with the terminology of European institutipns t he umbrel l a term O6Romab

number of different groups, without denying the specificities of these groups.
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refugeesand migrants(2017: 61; 2018: 44). NGOs participatingin the national preventive
mechanismdeemthat cooperationfrom the Omb u d s moffice BasdecreasedAs a large
numberof recommendationby the EuropeanCommitteefor the Preventionof Torture and

Inhumanor DegradingTreatmentor Punishmen{CPT) had not beenimplementedthe CPT

issueda reportin June2018following its ad hocvisit to Serbia,statingthatill -treatments an

acceptedoracticewithin the currentpolice culture. The PublicP r o s e cOffitecanddhe

Ministry of the Interior conductedraining on the official methodologyfor investigationsinto

allegations of torture and other forms of ill-treatment. A new commission for the

implementationof standardsn police conductrelatedto investigatingcasesof torture has
been establishedbut there has beenno impact yet. Secondarylegidation neededfor the

appropriatamplementationof the law on the police, which shouldregulatethe treatmentof

individuals detainedin police custody,is delayed.A law for the preventionof ill -treatment
and abusein social institutions has yet to be adopted. The governmentsubmitted draft

amendmentso the criminal codeto parliamentin early May 2019, underurgentprocedure,
introducinglife imprisonmentwithout the possibility of conditionalreleasefor a numberof

crimes.Parliamentaidoptedhe amermentson 21 May 2019.Therearerelevantprovisionsof

the EuropearConventionof HumanRightsandthe caselaw of the EuropearCourtof Human
Rights.Theamendedaw will haveto beassessednthisbasis.

Regardinghe prison system the renovationand modernisatiorof severalprisons,including

the prisonhospitalin Belgrade continuedin line with the strategyfor reducingovercrowding
in penalinstitutions. A new prisonwas built in P a n | andi® operational. A decisionon

reorcanisingthe servicefor treatmentprogrammesand alternativesanctionswas adoptedin

May 2018 but has yet to be implemented.The revision and improvementof treatment
programmesin prisons and prison medical facilities is ongoing, in line with CPT
recommadations. The more restrictive use of incarceration measuresand increased
applicationof alternativesanctionscontributedto a stableprisonpopulation.Amendmentgo

the Law on executionof extrajudicial sanctionsand measuresvere adoptedin November
2018 to improve the use of alternative sanctions. However, shortcomingsremain in

accommodatiorconditionsandin the provisionof legalaid andhealthcare.

A newLaw on personal data protection wasadoptedn November2018,aiming at aligning

with the new acquis i.e. the General Data ProtectionRegulationand Law Enforcement
Directive. It will enter into applicationin August 2019. The mandateof the previous
Commissionerfor accesso information of public importanceand personaldata protection
endedin December2018. A new Commissionerneedsto be appointedin a transparent
manner,taking into accountrelevant professionalexperienceThe Co mmi s s bffce er 6 s
remains understaffedand underfunded.lt needsadequateresourcesto perform its tasks,
espeally given the increasedresponsibilitiesunderthe new law. Serbiahasnot signedor

ratified the 2018 Protocol amendingthe Conventionfor the Protectionof Individuals with
regard€o AutomaticProcessingf PersonaData.

Freedom of thought, conscienceand religion is constitutionallyguaranteedand generally
respectedHowever,the lack of transparencyand consistencyin the processfor registering
religious communitiescontinuesto be one of the main obstaclespreventingsomereligious
groupsfrom execisingtheir rights. Thelaw on churchesandreligiouscommunitieshasyet to
bealignedwith internationalstandards.

Freedomof expression

Serbiahassomelevel of preparation concerningreedomof expressionHowever,therewa
no progressmadeoverthe reportingperiod. This lack of progresss now a matterof seriou

24



concern. A working group composedof both media associationsand public officials
submitteda draft strategyfor the developmentof a public information system(the media
strategy)to the governmentin December2018; a consultationprocesshas so far beer
conductedin a transparentand inclusive manner. With regard to the Comm s s
recommendationgn the 2018 report, the overall environmentis still not conduciveto the
exerciseof freedom of expression.Casesof threats, intimidation and violence against
journalists are still a concern.While severalcaseshave been solved and some criminal

chargediled, investigationsandfinal convictionsremainrareoverall. The first eversentenceg

in a caseinvolving the murderof a journalistwaspronouncedin first instancejn April 2019
The Serbianauthoritiesneedto react prompty to and publicly condemnhate speechand
threatsagainsgournalists.Legislationon the mediasectorstill needgo be fully implemented.

S e r blégal fameworkneedsto provide for more stringentcriteria regardingtransparency

of ownershipand funding of mediaoutlets. Co-financing of media contentto meet public
interestobligations needsto be implementedin line with the legislative framework. This
requirestransparentand fair procedureswithout interferenceby the state administration
especial atlocallevel.

In addressinghe shortcoming®utlinedhere,Serbiashouldin particular:

- createan enablingenvironmenin which freedomof expressiorcanbe exercisedvithout]
hindranceand ensurethat threats physicalassaultsthe instigationof violence,andcases
of invasionof privacy againstjournalistsand bloggersare properlyand swiftly followed
up by law enforcementand the judicial authorities,as well as publicly condemnedoy
governmenbfficials;

- ensurethe full implementationof medialaws, and strengthenthe independencef the
RegulatoryBody for ElectronicMediaandboostits capacityto work proactively;

- adoptandimplementa newmediastrategyjn atransparenandinclusivemanner;

- ensure suitable funding of public broadcastingsevices, transparentand equitable
co-funding for media contentservingthe public interest,and increasedransparencyn
mediaownershipandadvertising.

A working groupcomposedf both mediaassociationsnd public officials submitteda draft
mediastrategyto the governmenin December2018; a consultationprocesshasso far been
conductedin a transparentand inclusive manner.Resultshave yet to be achievedon the
thirteenmostpressingssuesfor mediafreedomidentified by mediaassociationgaheredin

thed Tefar®i al oguebd.

Intimidationof journalists

Sevenphysical attacksand attacksagainstthe propertyof journalistswere recordedby the
Serbian authorities during the reporting period. Some media associationsreported that
political, ecoromic, andotherpressure®n journalistsincreasedIn this respectSerbianeeds
to categorisethesecrimesas criminal or as other typesof offencesand ensureappropriate
investigationand adjudication.While several caseshave been solved and some criminal
chargesfiled, convictionsremain rare overall. Seriousefforts are neededto identify and
prosecutdhosesuspecteaf violating internetfreedomsaswell asthoseusingsocialmedia
to intimidate and threatenjournalists. The 2016 memorandumof understandingbetween
j 0ur nardanisstiorsstbe P r o s e dOffite@mdtheMinistry of the Interior hasyet to
lead to more efficient legal treatmentof casesand to ensureaccessto justice. Media
associationsuspendedheir participationin the starding working group on the safety of
journalistsfor sevenmonthsdueto the perceivedack of results;the working groupresumed
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its activitiesin October2018.The commissiontaskedwith looking into threecasesnvolving
the murder of journalists from 1999 and 2001 has made progressin completing an
investigationinto oneof thesecasesfor which theindictmentis still pending.In anothercase,
in April 2019,progressvasalsomadewith the pronouncingat first instance of the first ever
sentencein a caseinvolving the murder of a journalist. The third caseis still being
investigatedy thatcommission.

Implementatiorof legislation/ institutions

The independencef the RegulatoryBody for ElectronicMedia needsto be strengthenedo

enableit to safeguardmedia pluralism. This would also allow it to carry out its tasksin

reactingto programmechangeseroding editorial contentand programmecomposition,as
stipulatedin the frequencylicences by giving it the powerto issuecommensuraténes. Hate
speechand discriminatoryterminology are often usedand toleratedin the mediaand are
rarelytackledby regulatoryauthoritiesor prosecutorsThe authoritiesneedto promptly react
to and publicly condemnhate speechand threatsagainstindependenbodies,humanrights
defendersaandindependenjournalists.The PressCouncil continuedto recordan increaseof

breache®f the journalisticcodeof professionaktonductin print media.Statement®y high-

ranking stateofficials on the daily and investigdive work of journalistsare preventingthe
creationof an environmentwherefreedomof expressiorcanbe exercisedwvithout hindrance.
The frequentrefusalby public bodiesto discloseinformation,or their administrativesilence,
following requestssubmited under the Law on free accessto information of public

importancehindersthe work of journalists.

Publicservicebroadcaster

Fundingavailablefor thetwo public servicebroadcasters insufficient. Thetemporarynature
of the funding modeli a combhnationof subscriptionfees,budgetsubsidiesand commercial
contributionsi leavesthem vulnerableto political influence. Public service broadcasters
should more actively engagein opening their programmesto a plurality of views and
promoting public dialogue. Public broadcastingservicesin minority languageseedto be
strengthenedgspeciallyasregardsRadioTelevisionof Serbia.

Economicfactors

Political andeconomicnfluenceover the mediacontinueso be a sourceof concern.Lack of

transparencyn ownershipstructuresand financing from stateresourcesgspeciallyat local

level, continueto be a featureof the mediaenvironmentsincethe privatisationof the state
media. The reportingperiod was characterisedyy severalacquisitionsof mediacompanies.
The mediaregisterneedsto be improved and monitored. The information containedin the

registeris limited, difficult to browse through, and does not provide the possibility of

efficiently detectingwho is able to influencethe media,directly or indirectly. Claims have
beenmadethatfiscal inspectionhavebeenuseddisproportionallyto exerteconomicpressure
on certain media outlets. The Serbianauthoritiesshould ensurethat informal pressureon

editorial policy is not exertedthrough the distribution of advertisingfunds, including from

public companiesandin an overall contextof decreasingadvertisingrevenuespr through
project co-funding from local budgets.Co-funding of mediacontentservingpublic interest
shouldbe brough into line with existing legislationand criteria, and implementedn a fair

andtransparentvay thatis not detrimentalto marketequality, especiallyat local level. This

includes setting reasonabledeadlinesfor the calls for proposals,selecting membes of

evaluationcommissionsn a transparenmanner taking due accountof previousbreacheof

the journalists code of ethics when evaluating applicants,and monitoring the effective
implementationof the awardedgrants.Administrative courts havedecideal in favour of the

plaintiffs in severalcasesnvolving irregularitiesin thesecalls.
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Professionabrganisationgndworking conditions

Journalistshavelittle job securityandthe editorial environmentwhich favoursét ab |l oi di s m
is not conduciveto improving journalistic standardsJ o u r n gb sesutitgsbould be
strengthenedand press associationsneed to strengthentheir role in trade union and
employmeninatters.

(See also Chapter dnformation society and media

Freedom of assemblyand associationare guaranteedby the Constitutionandare generally
respectedLegislationis generallyin line with Europearstandardsbut hasyet to be aligned
with the Guidelineson Freedomof PeacefulAssemblyof ODIHR. Secondarylegislation
necessaryor full implementatiorof thelaw on freedomof assemblyhasyetto beadopted.

Issues ofabour and trade union rightsare further covered in Gipter 19- Social policy and
employment

Regardingproperty rights, the Agency for Restitutioncontinuedwith restitutionsin kind,

having adopteda total of about 54,400 opinions and first instancedecisionson return of

confiscatedpropertiescorresponhg to around73% of the 74,000submittedclaimssincethe
Agencywas establishedn 2012. As regardscompensationywhen restitutionin kind is not
possible,amendmentso the law on propertyrestitutionand compensatiorwere adoptedin

DecembeR018,extendingthe deadlinefor the repaymenof financialbondsby threeyearsto

December021.Theimplementatiorof the law on the restitutionof heirlessJewishproperty
continuedandthe numberof restitutedpropertiesncreased.

In the field of non-discrimination, legislationis broadlyin line with Europeanstandards,
althoughit needsto be further alignedwith the acquis The EuropeanC o mmi s s:@wo n 0 S
recommendatiomn standardgor equalitybodies,adoptedon 22 June2018,will needto be
takeninto account.The Commissionefor the Protectionof Equality continuedto participate
in the work of the EuropeanNetwork of Equality Bodies.Her office introducedan annual
awardfor a municipality with the bestpracticein promotingtoleranceand creating equal
opportunities A rulebookon the conductof educationalnstitutionsin casesof suspectear
establishedliscriminatorybehaviourand defamatiorwas adoptedin August2018.The anti
discriminationstrategyexpiredin January2018 and a new one hasyet to be adopted.The
2016 amendmentdo the criminal code relatedto prohibition and punishmentof criminal
racial acts and other acts of discrimination have yet to be fully aligned with the acquis
Accordingto the Equality Co mmi s s anaualezpod, the largestnumberof complaints
relateto discriminationon groundsof disability, ageandgendefrbaseddiscrimination.Human
rights defendersfogetherwith LGBTI personspften face hatespeechthreatsandviolence.
Theseabuseshouldbe prompty andproperlyinvestigatedandpenalised.

Concerningequality between women and men, the adoptionof a new Law on gender
equality hasbeenseriouslydelayed.The division of responsibilitiesbetweenthe sectorfor

antidiscriminationpolicy andimprovenentof genderequalitywithin the Ministry of Labour,
Employment,Veteransand Social Affairs andthe coordinationbody for genderequality still

needsto be clarified and an efficient institutional setup with adequateesourceseedsto be
ensuredA new EU Index of GenderEquality for Serbiawas publishedin December2018,
indicating that the largestamountof progressmadein genderequality was in the areaof

politics, dueto the increasedgarticipationof womenin the parliamentgovernmentandlocal

assembliesOlder,ruralandRomawomen,aswell aswomenwith disabilitiescontinuedo be
amongthe mostdiscriminatedagainstn society.Therole of the mediain perpetuatinggender
stereotypesndminimising gendefbasedviolenceremainsaconcern.
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On violence against women and domestic violence adoptionof the relatedstrategyand

actionplanhasbeenseriouslydelayed.The coordinationbodyfor genderequalitysubmitteda

first national report on the implementationof the Istanbul Conventionon violence against
womento the Council of Europein July 2018. Since the adoptionof a new law against
domesticviolence,a high numberof casesf violencehavebeenreported;police and social

workersneedto be further trainedto implementthe law efficienty. A new SOShotline for

femalevictims of violencewassetup. Serbiaadopteda nationalprogrammefor safeguarding
and improving sexualand reproductivehealthin orderto align its priorities with the global

strategyforwo me rc s || dandadolése n thealhh(20162030) andthe relatedWorld

HealthOr g a n i s@didanplanrAddgional fundingis neededo ensureéimplementatiorof

this programmaen termsof improvingaccesgo quality services.

An integratednationalframeworkto ensureproperimplementatiorof the rights of the child
hasyet to be establishedThe National Council for Child Rights setup a working group for
the drafting of the action plan for children, as the previousplan had expiredin 2015. A
working groupon earlydevelopmenof the child wasalsosetup within the NationalCouncil.
Statisticaldataon vulnerablegroupsis still not disaggregatedyarticularlyon Romachildren
and childrenwith disabilities.Violence againstchildrenremainsa concern.A draft strategy
(20182022) on child protectionand preventingviolence againstchildren was preparedand
needso be adoptedThe JuvenileJusticeCouncilwasre-establishedn April 2018.Adoption
of amendmentdo the Law on juvenile offendersand protection of minors in criminal
proceedinghasbeenfurther delayed.Better protectionshouldbe ensuredfor child victims
who testify in criminal proceedings.There are still serious concernsover child rights
violationstaking placein stateinstitutionsfor children.In particula, thereareconcernsover
violationsof therights of childrenwith disabilities,who alsofacechallengesegardingaccess
to inclusiveeducationIntegratedcommunitybasedserviceshouldbe furtherexpanded.

No progresshasbeenmadeon the rights of personswith disabilities. Serbiais partyto the
UN Conventionon the Rightsof Personswith Disabilities. Thereis a lack of funding for the
developmentof communitybasedservices,licensedservice providersand social services.
The adoptionof a strakgic frameworkon disability is still pending.Placementandtreatment
in social institutions of people with psychosocialand intellectual disabilities is still not
regulatedin accordancevith internationalstandardsSerbiais still lacking a comprehensie
strategyon deinstitutionalisatiorfseeChapterl9d Socialpolicy andemployment

As regardsthe rights of LGBTI persons two pride paradesjn Juneand Septembe018,
took placewithout anyincidents,the latter attendedby the Prime Minister and several high-
level officials. Therewas a noticeablysmaller police presencehanin previousyears.The
first LGBTI communitycentrein Serbiawas openedin Novi Sadin April 2018, primarily
targetingLGBTI youth andtheir families. Therewasalsosomeprogessmadein education,
assix out of eighttextbookswith discriminatorycontentwere changed Amendmentgo the
law on birth registry now enablethe enteringof dataon genderchangeinto the registry.
However,the overall situationin Serbiaremainsbroadly the sameasin previousyears,with
low implementation of activities under the expired antidiscrimination strategy.
Implementationof the hate crime legislation, including on groundsof sexual orientation,
remainsnadequateWhile centralisedfficial dataon hatecrimesis still lacking, civil society
organisationseporteda slight increasen violenceandattackson LGBTI personsjncluding
from within their families. In November2018, six yearsafter the introductionof the concept
of hatecrime in the Criminal Code,the first hatecrime decisionwas deliveredin a caseof
domesticviolence,motivatedby the fact that the victim wasan LGBTI person.Transgender
personsare particularly vulnerableto violence, abuseand discrimination. Intersexpersons
remaininvisible bothsociallyandlegally.
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Concerningprocedural rights, the legal frameworkremainsonly partially alignedwith the
acquis Regardingaccesdo justice, a new Law on free legal aid was adoptedin November
2018andis to beimplementedasof October2019;anissueto befollowed is the accessibility
of free legal aid to the most vulnerable groups. There is no nationwide institutionalised
supportfor victims and withessef crimes.A nationalstrategyis being preparedas a first

stepto improve the protectionof victims and withessesand increasetheir accesdo justice.
With respecto the support provided to and the protection of witnessesthereis adday in

adopting amendmentsrelated to the implementation of urgent measuresfor witness
protection.Stepsalreadytakento increasethe capacityof the WitnessProtectionUnit within

the Ministry of the Interior, along with new rules and procedurefor selecting staff, are
expectedto improve its work. There is a further delay in implementing most of the
recommendationsf the analysisof the WitnessProtectionUnit carriedoutin 2016.

Thelegalframeworkfor respecfor andprotectionof minorities andcultural rightsis in place
andgenerallyupheld,in line with the Council of EuropeFrameworkConventionon National
Minorities. The implementationof S e r bacteo®pdan for the realisationof the rights of
national minorities and relevantlegislation neals to lead to a tangibleimprovementin the
effective exerciseof nationalmi n o r rightg theosighoutthe country. Someprogresswas
made with amendmentgo the legal frameworkin June 2018. Electionsfor the National
Minority Councilswere held in November 2018. The Fundfor the National Minorities was
further increased.In June 2018, amendmentsto the Law on local self-government
strengthenedo someextentthe Councilsfor InterethnicRelations,but their role, mandate,
compositionandwork still needto be clarified. Thosecouncilshavestill not beenestablished
andmadeoperationalin all the municipalitieswherethis is requiredby law. Despitethe legal
obligationto takeinto accountthe ethnic compositionof the population,nationalminorities
remainunderrepresentad the publicadministration.

Therehasbeenfurtherprogressn theareaof educationA newlaw ontextbooks simplifying
the procedurefor import and approval of textbooksin national minority languageswas
adoptedn April 2018.The processf preparingandprinting textbooksfor nationalminorities
continuedand has producedpositive results. Another five textbookswere providedin the
Albanianlanguagebut morework is neededo completethis task. The processof preparing
textbooksfor secondaryschoolshasnot yet started.Accessto religiousworshipin minority
languagesshould be enabledthroughoutSerbia.Public broadcastingn minority languages
has still not been sufficiently extended outside of Vojvodina. Following the media
privatisationprocessthe broadcastingf programmesn minority languagesemainsfragile
anddependenon funding.

RegardingRoma inclusion, a working group for the preparationof an action plan for the
implementationof the strategyfor socialinclusion of Romafor 20192020 was established
The coordinationbody for monitoringthe implementatiorof the strategychairedby a Deputy
PrimeMinister mettwice duringthe reportingperiod. Theinstitutional structuredealingwith
Romaintegrationremairs ineffective and complicated without a clear distribution of tasks.
Coordinationbetweenthe nationalandlocal authoritiesandbudgetingat local level still need
to be reinforced.Job descriptionsfor local Roma coordinators,pedagogicalassistantsand
health mediators,should be uniform throughoutSerbiaand institutionalised.Most Romain
Serbiahavecivil documentationhowever,the procedurefor registeringthe birth of children
whose parentslack personaldocumentsneedsto be monitored, and related secondary
legislation needsto be amended.Therewas an increasein Roma studentsbenefiting from
scholarshipsHowever,only 9% of Romachildrenattendkindergartenscomparedvith 28%
of nonRomachildrenliving in the vicinity. The drop-out rate remans high, especiallyfor
Romagirls, and only 67% of Romayouth completecompulsoryeducation,comparedwith
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96% of the nonRoma population. The percentageof those completingtertiary education
remains extremely low, namely 1% comparedwith 16% of the non-Roma population.
Segregationn educationneedsto be addressedThe unemploymentate for Romais 36%
(45% for Roma women) comparedwith 16% of the nonrRoma population. Informal

employmentis decreasingout continuesto be high amongthe Roma populationand the
informality gap is the highestin the WesternBalkansregion. In addition, Roma are still

underrepresentdd the publicadministration.

A working groupfor drafting a nationalhousingstrategyhasbeenestablishedMany Roma
household$iaveno acessto electricity, drinking wateror connectiorto the sewagesystem.
New provisions of the Law on financial supportto families with children include the
condition that the right to parentalallowance dependson the children being vaccinated.
Howeveronly 12.7%of Romachildren havereceivedall recommendedaccinescompared
to 70.5%o0f non-Romachildrenin the country.Although child marriageis not commonin the
generalpopulation,almost60% of girls from Romasettlementsare marriedat an early age.
Domesticviolenceis alsooftenunreported.

As of March 2019 therewere 199,584 internally displaced persons (IDPs) in Serbia,of
whom 68,514remainvulnerableand with displacementelatedneedsAll collective centres
but oneareclosed.The governmenthastakensomemeasuresindadopteda strategyto solve
the problemsof refugeesand IDPs. However,solutionsremainslow andlimited, with a need
for increasedfunding. Roma IDPs remainthe most marginalisedand vulnerable.Serbiais
engagedn theregioral dialogueon durablesolutionsfor displacedersondrom Kosovo(the
0 Sk ppjocessd) .

2.2.2 Chapter 24: Justice, freedom and security

The EU has common rules for border control, visas, external migration and asylum. Sc
cooperation entails théfting of border controls inside the EU. There is also cooperatio

hengen
nin

the fight against organised crime and terrorism, and judicial, police and customs

cooperation.

Serbia hassome level of preparationto implement theacquis on justice, freedom an

d

security. Some progresswas made through strengthening the legal framework to address

money | aundering and ful fil | i Hhg FinamialtActian
Task Force (FATF) in February 2019 tentatively condtutteat Serbia adopted all measu
included in the action plan it had agreed with the FATF and that this warranted an ons
assessment, planned for end May 2019, to verify implementaBierbia continued t
significantly contribute, as a transituwary, to the management of the mixed migration flg
towards the EU by playing an active and constructive role and cooperating effectively \
neighbours and EU Member States. It made some progress in implementing the int
border management ategy and its action plan. The strategy and the action plan to cc
irregular migration have been adopted.

Serbia needs to produce a convincing track record, particularly in the fight againkivieg
corruption and organised crime, including monaynidering. It also needs to consolidate
efforts in putting in place an asylum system compliant with dbquis and Europear
standards.

In the coming period, Serbia should in particular:

- refrain from further diverging from the EU visa policy and ta&kacrete steps to full
align with it, starting with those nationalities that are heavily prone to irregular migs
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- adopt a new strategy and action plan for the control of light and-saiddte weapons;

- provide training to judges and prosecutors on freezing, seizing and confiscating prfoceeds
of crime, in particular on the concept of extended confiscation.

Serbia is implementing an action plan which was adopted prior to the opening of the
accession negatiions on this chapter in July 2016. Serbia is in the process of revising its
action plan with measures oriented towards meeting the interim benchmarks of the EU
Common Position.

Fight against organised crime

Serbia hasome level of preparationin the fight against organised crim®@ome progres
wasmade over the reporting period. Serbia started to implement the new economic chapter of
the criminal code and the Law on organisation and jurisdiction of state authorities in the fight
against organed crime, terrorism and corruption and adopted a cybercrime strategy foer|2019
2023. Serbia has yet to establish a convincing track record of effective investigations,
prosecutions and final convictions in organised crime cases, including financial iaties8g
leading to a track record of freezing and confiscating criminal assets. The numper of
convictions for organised crime (notably in the fight against trafficking in human beings)
remains low.

As no progress was made datond thdy feindinlvalich §erbiaa st
should increase its efforts in addresdimg shortcomings, and in particular:

- establish a convincing track record of investigation, prosecution, and convictions in
organised crime cases, including money laundering,dbaseproactive investigations
(including systematic tracking of money flows and their confiscation as well as the
efficient use of special investigative measures to collect relevant evidence);

- secure the operational autonomy of the police from the Mynagtthe Interior during the
pre-investigation and investigation phase;

- further strengthen the independence and capacity of the internal control sector| of the
police.

Institutional setup and legal alignment

The total number of police officers is 30%56There are 425 police officers per 1D

inhabitants, compared with the EU average of 318 in 2016 according to Eurostat. The total
number of prosecutors is 780. When the prosecdéidnnvestigation system was introduced

in 2013, the number of prosédco r s was not significantly incr
for Organised Crime is understaffed with only 20 prosecutors in charge of investigating
complex crimes countrywide.

As regards the maimstitutions to combat organised crime, the Law on orgation and
jurisdiction of state authorities in the fight against organised crime, terrorism and corruption
has incorporated some provisions of the expired financial investigation strategy. In line with
the law, special departments were established tsiigate corruption offences and economic
crime and to carry out asset seizures. Furthermore, a financial forensic service and task forces
were established and liaison officers were hissge (Chapter 2B Judiciary and Fundamental
Rightg.

Concerning huma resource management, a rulebook on internal organisation and
systematisation was adopted. The latest amendments to the Law on police raise concerns as
regards the transparency of recruitment procedures that give broader discretionary powers to
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the Miniser of the Interior than a previous version of the law. In August 2018, several top
police officials were suddenly transferred to different positions by the Minister without the
proper procedure being followed or without explanations to the public beimidedo To

further guide the work of the Sector forternal Control of the Ministry of the Interior

(Mol), rulebooks on conducting the integrity test, on performing internal controls and on
records of asset declarations have been adopted. The Mchddpted a methodology for
conducting risk analysis within the Ministry. While the continuous professional development
of members of the internal control sector is ensured, it needs to be further strengthened
through the employment of more permanent staff &etter allocation of resources. The
number of systematised job positions increased by 42, bringing the total number to 127. The
sectoros functional independence has | mprove

The Mol 6s Fi nanci al stdff afterdustien rgndotcement in 2Da8. Italshh as 6
intends to operate as the Serbfeasset Recovery Officewhich is in the process of becoming
operationalThe secure communication channel SIENA has been established. The Directorate

for the Administrationof Seized Assets in the Ministry of Justice is responsible for asset
management in Serbia.

Despite further amendments to the Law on policeJdgbal framework is still insufficient to
guarantee the operational independence of the police from the Ml tAdpolice continues

to also report to the Mol and not just to the prosecution office during thevestigation and
investigation phase. Media relations, including press releases on ongoing operations, are still
managed mainly by the Mol and not by throsecution and/or the police.

Amendmentsto the Criminal Code, including on economic crimes, entered into force in
March 2018. The new provision on money laundering ensures autonomy of the offence of
money laundering from a predicate crime. Thisusth@ignificantly facilitate prosecution and
adjudication of this crime.

Following theFinancial Action Task Force (FATF) inclusion of Serbia in February 2018 in

its list of countries having strategic deficiencies in -ambney laundering (AML) and in
countering the financing of terrorism (CFT), Serbia has engaged in intensive legislative
activity; in June 2018 Serbia finalised a national risk assessment. To reflect this progress, in

December 2018 MONEYVAL-t he Counci | of Europede Commi
evaluation of antmoney laundering measures and financing of terrori$mas rerated Serbia
as Ol argely compliantdéd with some relevant F

concluded in February 2019 that Serbia adopted all measures includedation plan and

that this warranted an onsite visit assessment to verify implementation. If the FATF onsite

visit in Serbia planned for May 2019 confirms this positive assessment, then Serbia could be
removed i n 2019 from t he of@inFiésswithcstrategit i a n c €
deficiencies in their AML/CFT systens€e Chapter 4 Free movement of capijal

The strategic framework for fighting organised crime includes a 2018 update of the serious
and organised crime threat assessment with nine priorities identified, prepared by the Service
for Crime Analysis. The capacities of this service need to be strengthened. Serbia is
implementing its strategy for the prevention and suppression of trafficking in human beings
20172022, in particular for women and children, wlale action plan for 2022020 is under
development. The strategy for social inclusion of Roma men and women in 3&t6i2025

also includes measures aimed at the prevention of trafficking in human beings, as well as
protection, support and reintegration of victims.

Serbia hasdopted its cybercrime strategy for 2012023 It aims, among other thingat
strengthening &r bi aés i nstitutional capacity, and t
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units within the Security Information Agency, the military police and the customs office, as
well as the reinforcement of existing units with the Mol.

Implementation and enfoement capacity

As regards thdrack record, there has been little progress made in dismantling criminal
networks and in establishing a track record of proactive investigations, prosecutions and
convictions in the fight against organised crime. New ingastins into organised criminal
groups were initiated in 2018 against 146 individuals (compared with 191 in 2017).
Indictments were filed against 152 individuals. The number of convictiooigganised crime
casesemains low compared with the estimatedugaof the criminal market in the region:
Convictions in 2018 were rendered against 155 individuals (out of which 105 were plea
agreements approved by the courts) compared with 110 in 2017. Amendments to the
Agreement on operational and strategic coopamatiith Europol, which are necessary due to

the extension of Europol 0s extended mandat

financial interests, and financial market manipulations, are being prepared. An agreement on
seconding a Europol liaison officer Serbia is still pending.

A working arrangement between the Mol of Serbia and the European Union Agency for Law
Enforcement Training was ratified and entered into force in April 2018. It provides a basis for
mutual support in training activities foaw enforcement officials and the exchange of best
practices in cooperation mechanisms, and should help boost notably the effectiveness of
fighting crossborder crime.

As regards operational arrangement s for
dependency on the security and intelligence agencies to carry out certain special investigative
measures in criminal investigations continues to go against good practice and should be
addressed.

The level of interagency cooperation, information flow and bange further improved with

the implementation of the aforementioned law on organisation-agtmcy task forces have
already been established in 3 out of 4 special prosecution departments and 13 institutions
appointed liaison officers to cooperate withe law enforcement authorities and the
prosecution services. The prosecution services have continued to develop IT solutions with
the aim of conducting investigations in a more efficient way. The operational connection
between the investigative intelligem tool (SIDDA/SIDNA) and the prosecution case
management system software was established, allowing for an automatic data transfer. In
addition, there have been further developments in the setting up of a central criminal
intelligence system. The finalisat of the development of these tools and th#&ctive use

in criminal investigations is yet to be achieved. The platforms need to be secure to allow for
communication between the institutions and to provide effective access to the data needed for
invedigations.

Serbia participates in seven Operational Action Plans of the EU Policy Cycle for serious
international and organised crime (26A@1/European Multidisciplinary Platform Against
Criminal Threats, EMPACT). This includes among others actiongams 6 cannabi s,

C

and her oi ned, ofirearms traffickingo, 0o0r ga

i mmi grationd and O6trafficking in human bei

For instance, under the EMPACT priority on facilitation of illegal migration crime prijority

Serbia took part in the annual planning of operational actions. It committed to participate in
five operational actions together with EU Member States to combat migrant smuggling in
2019. Serbiabs | aw enf or ce men tnitiatives, Juchiasthei e s
Joint Operational Office in Vienna, and the Task Force Western Balkans, which serve as
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regional operational platforms for international investigations into mignawiggling
organised crime groups. Under the EMPACT priority on fire Serbia also took part in the
annual planning of operational actions. It committed to participate in 16 operational actions
together with EU Member States to combat firearms trafficking in 2019, ranging from the
development of a global intelligence fie, to operational activities and training.

As regards théight against money laundering the number of convictions over the reporting

period remains low. This number increased in the first quarter of. 2022018, there were
convictions against six dividuals. All convictions were staralone money laundering cases

without a previous conviction for a predicate criminal offence and were followed by the
confiscation of significant criminal assets. Four out of the six convictions included third party
morey laundering. The police and prosecution services intensified their efforts to identify and
prosecute money | aundering. Based on the new
orders for investigation were issued against 149 individuals and inditsiwere filed against

44 individuals, focusing more on cases of stalmhe money laundering (professional
launderers). Some 17 individuals were indicted for third party money laundering. Criminal
judges will need to adjust to this increased activity mea approach, improve their level of
technical understandi ng, and build up relev
enforcement institutions should analyse the reasons for the low number of convictions.

Law enforcement agencies and prosecuservices still do not have direct access to relevant

dat abases related to taxes, the | and regist
database of money laundering cases was updated as a-tipllowthe agreement concluded
between the Adminisation for Prevention of Money Laundering (APML) and the Republic
Public Prosecutor as wel |l as the |l atteros
receiving information from the APML. In line with the FATF recommendations, the
prosecution offices atted to submit feedback to the AMPL on their suspicious transactions
reports. Serbia still needs to ensure that also the judiciary has an appropriate level of technical
understanding, and builds up relevant case law on the admissible evidence in court in
accordance with the applicable law.

The quantity and quality o$eizure and confiscation of asset@n particular permanent
confiscation) remains low despite a more proactive approach in carrying out financial
investigations. There is a lack of consolidaferisprudence in this field. The impact of the
2016 Law on seizure and confiscation of the proceeds of crime has yet to be seen. Extended
confiscation is not implemented and judges and prosecutors would benefit from more training
on the concept of confiation in general and on extended confiscation in particular. Indirect
or circumstantial evidence, especially in cases of inexplicable wealth, is rarely gathered or
accepted by the courts. The capacity to carry out complex financial investigations aongsid
criminal investigations was stepped up with the aforementioned implementation of the law on
organisation. Confiscation of criminal assets still has to become a strategic priority in the fight
against organised crime, terrorism and Heglel corruptionm Serbia.

The number ofconvictions ontrafficking in human beings is low (23 individuals were
convicted, while no individuals were convicted of having committed the offence within the
context of organised c¢cri me). H cially sengitive |1 n 2
victimsd provision to 18 victims (compared
protection of victims and a higher quality of the investigation.

The revision of the standard operating procedures, i.e. the document that deésesncbl
responsibilities of all key antrafficking stakeholders in identification, support and case
processing, is underway. Serbia is starting to be more proactive in terms of detection,
identification and protection of victims of trafficking in humanings. Specialised
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investigation teams were established in 27 criminal police units throughout Serbia. Capacity
building of Serbian authorities on prevention and identificadiomictims of trafficking in

human beings for the purpose of labour exploitasarngoing. The capacity of the Centre for
Human Trafficking Victimsé Protection stildl
opened in February 2019. Efforts should be stepped up to further enhance protection and
support for victims of traffickag in human beings (notably children), to avoied/igimisation
during i nvestigation and trial, and to fac
Although the legal framework provides grounds for it, compensation is rarely granted. There

is no und or scheme for compensation.

Ontrafficking in weapons, the number of convictions is low within the context of organised
crime (a conviction against one individual). There were 868 individuals convicted for illegal
production, possession, carrying aade in weapons or explosives. Significant progress was
made in improving the conditions for physical security and stockpile management of weapons
and ammunition. One storage and two evidence rooms have been upgraded. At the same time,
there was no progressith the input of data on lost and stolen firearms into thems
database administered by Interpol. There was no destruction of weapons during 2018. In
2018, a total of 1 898 firearms of different types and 49 380 pieces of ammufitidferent

calibre were seizedA new strategy for the control of light and smedilibre weapons for
20182023 has been drafted but not yet adopted.

On cybercrime, convictions were rendered against 49 individuals; investigation / evidentiary
actions were initiatedagainst 349 individuals. Furthermore, both the Special Prosecutor
Office for High-Tech Crime and the Police Department for Higgch Crime actively
participated in three large international operations. An increase in cybercrime has been
observed, with thenost common types including online fraud and forgery, abuse of payment
cards and unauthorised access to computers and networks. Serbia needs to continue to ensure
that its capacity meets the increasing challenges in detecting and prosecuting cyberscriminal

Proactively fighting organised crime and corruption remains critical to countering criminal
infiltration of the political, legal and economic systems.

Cooperation in the field of drugs
Institutional setup and legal alignment

A Law on the psychoactive controlled substances was adopted in July 2018 incorporating the
definition of psychoactive substance according taattguis. The National Monitoring Centre

for Drugs, hosted in the Ministry of Health, manages the National Béayning System on

new psychoactive substances, and collects, manages and shares information as stipulated by
the law. Serbia already has a relatively vestablished warning system, the associated risk
assessment procedure and the subsequent control megchi@r adding new psychoactive
substances to its drug control legislation. It is taking the necessary steps in order for this
system to be connected to the European Early Warning System, and is working to align its
data collection, analysis and reportioig drug seizures with European Monitoring Centre for
Drugs and Drug Addiction (EMCDDA) requirements.

The position of the Office for Combatting Drugs, an intenisterial coordination office, still
needs to be strengthened by a clarification of respititisg between this office, the National
Monitoring Centre for Drugs and a Government Commission for the Control of Destruction of
Psychoactive Controlled Substances.

Implementation and enforcement capacity
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In 2018, 1080 individuals were convicted of illegal prosecution and trafficking of narcotics,
29 of whom had committed the offence within the context of organised chiltheugh still
suffering from a lack of staff and equipment, the Service for Drug ciddi Prevention and

Drug Trafficking Suppression in the Criminal Police Directorate achieved good results in
recent years. It is now being reinforced with additional staff (55 compared with 15 officers in
2016). Two major investigations led to a numbeawests (48 in total) in Serbia, Spain and
Germany and to the seizure of a large quantity of drugs (1.5 tons of marijuana and 300 kg of
cocaine). An investigation was also supported by a joint investigation team, where Serbian
Police acted in close coopgion with the German Bundeskriminalamt.

The scope of data exchange with Europol increased significantly. A special mailbox for the
Narcotics Prevention and Narcotics Control Service was opened in the Secure Information
Exchange Network Application in Jul018. Some 110 analytical files related to drug
cooperation with Interpol were opened. During the second half of 2018, a total of over 2.6
tons of various substances (mainly cannabis, accounting for 2.4 tons) were confiscated
compared to the first half @018, when 1.3 tons were confiscated.

Serbiabs cooperation with the EMCDDA runs st
Monitoring Centre for Drugs. In 2018, Serbia reported one-tiite¢ detection of a new
psychoactive substance on its territoryite EMCDDA.

The lack of secure storage for drugs and drug precursors prior to destruction remains a
concern. According to current legislation, it is not possible to keep only a small sample as
material evidence for court proceedings instead of the esgired quantity. An appropriate
process for the destruction of drugs and drug precursors has yet to be set up. Although
progress was made in preparing legislative amendments and destruction programmes, overall
this policy area would benefit from a more active and holistic approach.

Fight against terrorism
Institutional setup and legal alignment

Serbiads | egal and policy f acqumend mterkationas | ar ¢
instruments on anterrorism. A national coordination body for theepention and combating
of terrorism was established and a national coordinator appointed in April 2019.

In order toset up a single national database and exchange mechanism for teretgisu
information, the required legislative changes have beepaped. Prior to their adoption,
adequate resources have to be provided and training needs addressed.

The amendment to the Law on freezing of assets with the aim of preventing terrorism and
proliferation of weapons of mass destruction was adopted in MB¥ i2Oorder to meet one

of the FATF recommendations. Serbia now has a framework and mechanism for
implementing the UN system on targeted financial sanctions for terrorism; updates to the UN

list are transposed automatically. This includes the possibleirigeef assets of the person
concerned immediately after their identification. Serbia also has the possibility to propose
individuals to be included on Ithdsadomed sutheamé6 s |
list of individuals in 2018, whosassets were frozen within 24 hours of the adoption of the
government decision.

A national counteterrorism strategy (2012021) is in placeln October 2018, Serbia signed

the joint EUWestern Balkans action plan on courtrorism, which sets out comte steps

for enhanced cooperation in countering terrorism and preventing radicalisation over the next 2
years.
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Implementation and enforcement capacity

In 2018, convictions for terrorist associations were rendered against 7 individuals out of
whom 4 have lao been convicted of financing of terrorism. Six persons were convicted of
recruiting and training for committing terrorist acts and one of public inciting to commission
of terrorist offences.

Cooperation between the Police Service for Combaliegrorism and Extremism and
Europol has further intensified. There is progress with prevention andadrdalisation
activities including through the preparation of manuals, involving local religious leaders, local
authorities and civil society throughrgeted activities with the OSCE and USAID. On the
financing of terrorism, the APML has created a new organisational unit to deal specifically
with combatting terrorism financing and its monitoring. Serbia is actively participating in the
implementation othe Western Balkan counter terrorism initiative.

The new national money laundering and terrorist financing risks assessment identifies the
growing threat posed by cybercrime in connection with money laundering, especially through

a type of online fraud fhich consists of-ena i | account Ohijackings©o
changes (sent by mail). Companies in various industries have been targeted, resulting in
substantial fraudulent money transfers to foreign accounts. In these cases, criminal money
flows are difficult to trace as they are converted into cryptocurrencies.

Serbia, in cooperation with international partners, undertook efforts to address the threat of
Islamic extremism. While this is a rather limited phenomenon in Serbia, other forms of
violent extremism should be addressed. Violence in sport is a subject of concern and the role
of the National Council for Preventing Negative Incidents in Sport should be clarified.
Attention should also be paid to exploring possible connections betweenwnnght
extremism and football hooliganism.

Legal and irregular migration
Institutional setup and legal alignment

Responsibilities fomigration managemeratre shared between the Mol, the Commissariat for
Refugees and Migration, the Ministries of Foreigffiaks, of Justice, of Defence and others

in the fields of education, health and social affairs. Coordination among all these state
institutions as well as with international and national organisations active in the field still
needs to be strengthenedt an operational level, information exchange aadl hoc
coordination among institutions are in pladde Department for the prevention of trans
border crime, irregular migration and trafficking in human beings within the Border Police
Directorate deals whtirregular migration.

With the adoption of the laws on state border control, on foreigners and on asylum and
temporary protection in March 2018, Serbia improvedlignment in the area of migration
management with th@cquis The new Law on foreignerkas introduced provisions in
relation to temporary stays on humanitarian grounds, which can contribute to better legal
protection for migrants in irregular situations. Furthermore, the rights of migrants in
proceedings before state authorities as wellhas trights pending repatriation have been
defined, and the return mechanisms improved. Secondary legislation was adopted. The
rulebook on the procedures for issuing (temporary) ID cards for foreigners still needs to be
adopted.

The EUSerbiareadmisson agreement in force since January 2008, is facilitated by
implementing protocols concluded with 21 EU Member StaBesbia has 11 bilateral
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readmission agreements, including with Bosnia and Herzegovina, North Macedonia and
Montenegro.

A strategy and adion plan to counter irregular migration have been adopted. The
government 6s response plans to cope with mix
published.

Implementation and enforcement capacity

Most of the irregular migrants currently in Sexkdo not have a legal status and stay in
temporary accommodation facilities. The number of asyderkers, migrants and refugees is
stable at around 4,400 people, with the biggest groups coming from Afghanistan, Pakistan and
Iran. Exit and entry numbers ggest a significant fluctuation in the migrant population.

In 2018, the number of people intercepted at the border was 3,648, mainly from Afghanistan,
Pakistan and Iran. In the same period, criminal charges were filed against 162 perpetrators of
people smuggling. Son& individuals were convicted of illegal crasg of state borders and
smuggling.Migrant smuggling networks originating from and operating in Western Balkan
countries remain active in and around migration centres and continue to smuggle irregular
migrants. In May 2018, a memorandum of cooperation sigised between the Mol, the
Republic Public Prosecutor's Office and the Commissariat for Refugees and Migration. This
memorandum regulates the cooperation between these institutions in the field of combating
smuggling. Measures in this regard are takearmnregular basis, and losigrm effects have

not been observed, although facilitators of smuggling are regularly apprehended. Successful
investigations against organised smuggling networks remained an exception. Efforts to
overcome deficiencies in thisgard need to be stepped up. A mdisciplinary task force on
people smuggling, which was a model to other countries and had improved its capacity and
cooperation with international partners, was dissolved in March 2019.

As regardsaccommodation for migrants, considerable efforts to ensure basic living
conditions and services for all migrants staying in the country continued. Education was
provided to children through their inclusion in the Serbian education system. Serbia is
providing a considerablensount of health services to migrants through its regular health
service. On average, between 80% and 90% of the migrants are accommodated in state
centres. Others are sleeping rough in the areas close to the Hungarian and Croatian borders
and i n RiglegtreaTteclangerm accommodation capacity in Serbia is about 6,000
places. The Commissariat for Refugees and Migration is regularly reviewing its contingency
plan.

The overallstaffing situation in the area of migration is dependent on inteomati funding.

The extension of the detention centre in Padinska Skela is ongoing. Mobile centres for
registration and very sherérm accommodation for irregular migrants were established at the
Bulgarian and Romanian borders. They are not yet operational.

Serbia benefits from a programme for assisted voluntaiyrn run by the International
Organisation for Migration. Through this assistance, 278 migrants reénenedto their
country of origin in 2018. The Mol is in charge of forced return. In 2018&turned 46
migrants to their country of origin. The return of the vast majority of migrants present in
Serbia remains difficult, due to the lack of readmission agreements with the four main
countries of origin i.e. Afghanistan, Pakistan, Iraq and Iran.

The EU-Serbia readmission agreements being implemented satisfactorily as far as the
return of Serbiabs own nationals is concerne
been unsatisfactory. Serbia repeatedly disrespected this obligation un@&y Readmission
Agreement. Following the Joint Readmission Committee held in October 2018, the
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readmission of third country nationals from Romania to Serbia is being managed with the
European Commi ssionds involvement .

Asylum
Institutional setup and le@l alignment

Serbia has the necessamgtitutionsto handle asylum application§he Asylum Office, the
authority determining asyl um, i's a separate
Appeals against its decisions can be submitted to the Asgloimmission and subsequently

to the Administrative Court of Appeal as a final instance.

The Commissariat for Refugees and Migration is the state authority responsible for the
reception and accommodation of asylum seekers, management of asylum centres and
integration of people who were granted international protection.

The new Law on asylum and temporary protection, adopted in March 2018 and in force
since June,represents a significant improvement compared with previous asylum
legislation. At the same timeharmonisation needs to continue in order to achieve an
asylum system fully in line with EU standards. The new law introduces new deadlines
which should contribute to improving the efficiency of the asylum process. However, it
also introduced a fairly siibdeadline for the filing of asylum applications; in order for this

time limit to be complied with, additional coordinated efforts by all concerned institutions

are needed to ensure that asylum seekers have access to the procedure. Secondary
legislationlinked to the registration and asylum procedure was adopted.

Implementation and enforcement capacity

In 2018, the number of asylum seekers until the end of September remained in the same range
as in 2017. In 2018, out of 8 380 individuals who expressethtention to seek asylum

(2017: 6 195), 341 lodged an application (2017: 235). In 2018, 199 decisions were made for a
total of 272 individuals. Some 10 individuals received refugee status, 14 received subsidiary
protection and 25 received a negative sieci. Some 45 individuals had their asylum request
rejected (i.e. declared inadmissible). In 128 cases concerning 178 individuals, the procedure
was discontinued because the applicant absconded.

The Asylum Office increased its staff to 23 (out of thepkthned) with new case managers.

Its capacity to handle cases and assess the merits of applications has improved, including the
analysis of country of origin information, while further advanced training is needed.
Translation is still provided through @rnational organisations.

With the new Law on asylum and temporary protection there is now a single biometric
database used by the police for identifying and registering asylum seekers. An electronic
database with personal information of asylum seekedsir@iormation on the stage of the
asylum proceedings is managed by the Asylum Office. Preparations for the connecting to the
EU asylum fingerprint database (Eurodac) are in their initial phase and plans have been made
to improve the interconnection of tleslatabases in order to speed up the process of
verification of identities.While faced with increased mixed migratory movements and
sizeable arrivals, Serbia continued to make substantial efforts to meet the essential needs of
migrants passing through oemaining on its territory. There are 16 fuflynctioning state
reception facilities (asylum centres, reception and transit centres) and 3 which have been
temporarily put on standy. There is capacity for around 6 000 lelegm accommodation

stays (hardshelter/collective rooms) and around 1 000 stkenh accommodation stays in
temporary shelters. The national authorities assess and track development of these capacities
against EU and international standards.
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The number of unaccompanied minors, accomated in asylum, reception and transit
centres increased to 500 by the end of 2018. There are, however, only three centres dedicated
to hosting unaccompanied minors with a capacity of 30 beds within the social welfare system.
More suitable accommodation fanaccompanied children together with individualised care

is needed.

Programmes for social integration, access to accommodation, language learning and access to
the labour market are in place. In 2018, 15 individuals with asylum status received support fo
housing, and 25 individuals attended language classes. Eight individuals with asylum status
attended a programme on Serbian culture, history and the constitution.

Serbia has signed the UN migration compatte Mol and the Commissariat for Refugees
andMigration cooperate with the European Asylum Support Offie&S0) on the basis of a
comprehensive roadmagBSerbia was granted observer status in the reception network
organised by EASO. A European migration liaison officer, responsible for the entoa, rsgi
operational from Belgrade.

Visa policy

The visa regime is only partially in line with the EU list of third countries whose nationals are
visa exempt or visa required. By granting
negative list betwae September 2017 and July 2018, including Azerbaijan (2018), India
(2017), Indonesia (2017), Iran (2017, in the meantime revoked), GBissau (2017),
Suriname (2018), and Burundi (2018), Serbia veered away from aligning its visa policy. Visa
freedom forcitizens of Iran resulted in a surge of irregular migrants arriving by air to
Belgrade. Visa freedom for Iranian nationals was abolished on 17 October 2018. A similar
trend, but to a lesser extent, is noticeable with Indian nationals, who since Julge@hge
significantly more prominent in the statistics of illegal borderssings in the Western Balkan
region. These detections can be linked to the abolition of visa requirements for Indian
nationals by Serbia in September 2017.

Serbia needs to refrain from further diverging from the EU common visa policy and take
concrete steps to fully align with it, starting with those nationalities that are heavily prone to
irregular migration to the EU.

The visa issuing system is partially line with the EU Visa Code. While interconnection of

the integrated Serbian Visa Information System with all diplomatic and consular missions and
other relevant databases is almost complete. It is operational in 90 diplomatic/consular
missions out of 91lt is not currently operating in Tehran (Iran) due to technical problems.
The number of visas issued at borders remained low throughout 2018 and were available only
in exceptional humanitarian circumstances.

Serbia continued to implement the relevant raeas to prevent the abuse of the visse
regime with the EU under the pestsaliberalisation process.

Increased attention is required to successfully reintegrate returnees, especially the most
vulnerable such as the Roma that represent a large nuofbeeturns. Enhanced
communication and coordination is needed between respective governments, between
governments and local authorities and with international organisations and NGOs active in the
reintegration of returnees.
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Schengen and external borders
Institutional setup and legal alignment

Since the new Law on state border control entered into force in spring 2018, 11 pieces of
secondary legislation have been adopted. The new law assigns the responsibility for the
management of border crossing poirasthe Directorate for Property and thus clarifies a
longstanding issue on responsibilities for planning, maintenance, and construction of border
crossing points. A document on standardisation and management of border crossing points as
well as staffing neads has been prepared but still needs to be adopted.

The Border police is a specialisetvilian body and part of the General Police Directorate
under the Mol. Serbia still needs to create a single coordination centre for exchanging police
information awl start preparations for setting up a SIRENE (Supplementary Information
Request at the National Entries) office.

Serbia also needs to step up efforts in preparing a Schengen action plan.
Implementation and enforcement capacity.

Some progress has been observed in the implementation of the integrated border management
(IBM) strategy 20172020 and the related action pldnter-agency cooperation for border
management (border police, customs, phytosanitary and veterinary inspebtsngained
momentum with the establishment of an IBM coordination mechafisnew agreement of

all IBM agencies on joint risk analysis and an early warning system is being prepared.

Instructions on information exchange between the Operational Centhe @order Police
Department and the Command Centre of the Customs Administration were adopted in
October 2018. An electronic information exchange platform to be used by all IBM agencies
needs to be developed.

The Mol adopted standard operating proceduwas profiling, checking and registering
irregular migrants as well as a training plan for their implementation. Border police and
customs officers participated in a variety of training courses to strengthen their capacities for
combatting irregular migretn as well as on measures for identifying victimshoiman
trafficking and people smuggling.

A status agreement with the EU for the deployment of the European Border and Coast Guard
teams with executive powers has been initialled in September 2048rking arrangement
between the European Boarder and Coast Guard Agency (EBCGA) and Serbia is in place. An
EBCGA liaison officer, responsible for the entire region, operates from Belgradén@ous
activities with EBCGA covered participation in joint retutights, statistical reporting, risk
analysis, operational activities, development of a list of experts and equipment available for
joint operations, as well as the strengthening of cooperation via the EBCGA contact point in
Mali Zvornik. Serbia actively grticipated in the Western Balkan Risk Analysis Network.
International cooperatiowas further strengthened ajuint patrols are now operating along

the borders with Montenegro, Bulgaria, North MacedoHiangary, Bosnia and Herzegovina

and RomaniaOperdional procedures for joint patrols with Hungary, Bulgaria and Romania
were developedAlthough training courses for joint patrols with border police from Croatia
already took place, the start of joint patrols with Croatia is still pending. There isrregula
cooperation and information exchange joint contact centres. As regards unauthorised
border crossing points, all locations/roads accessible for illegal crossing of the border with
Bosnia and Herzegovina have been blocked. At the border with Montenlegrre,was no
tangible progress.
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Interim IBM common crossing points with Kosovo continue to be operati®hate has been
limited progress in establishing the six permanent IBM common crossing points between
Serbia and Kosovo as stipulated in the IBiteeement in the context of the Hbkilitated
BelgradePristina Dialogue(see under Normalisation of relations between Serbia and
Kosovo). Additional measures need to be taken to prevent illegal crossings and criminal
activities, including corruption.

Judicial cooperation in civil and criminal matters

On normative alignment with thecquisin the field of judicial cooperation iaivil matters,

the relevant analysis, based on a preceding study of December 2017, was finalised. Work on a
needs assessment fitre budget, financial cost, human resources, training and statistics is
ongoing. In civil matters, the most intensive cooperation between Serbian and foreign courts
is with Austria, Bosnia and Herzegovina, Croatia, Germany, Montenegro and Switzerland.
The2007 Hague Convention on Child Support has not yet been ratified.

Serbia needs to prepare and adopt a new law on cooperatiomiinal matters with the EU
Member States, together with a number of related laws, with a viesedois alignment.

Work on aneeds assessment for the budget, financial cost, human resources, training and
statistics is ongoing. In criminal matters, the most intensive bilateral cooperation between
Serbian courts and prosecution offices has been established with Austria, Bosnia and
Herzegovina, Croatia, Germany, Hungary, Italy, Montenegro and Switzerlantle case of

the former President of the State Union of Serbia and Montenegro who was convicted in
Montenegro and is currently staying in Serbia, it needs to be ensured thaddgheent is

being enforced.

During the second half of 2018, Serbia (at the level of the Ministry of Justice) had 2,839 new
incoming requests for judicial cooperation (both civil and criminal) and sent out a total of
1 680 requests. By comparison, duriihg first half of 2018, Serbia had a total of 3 201 new
incoming requests, and sent a total of 1 812 requests.

According to the Serbian authorities, Serbia handled 12 135 incoming judicial cooperation
requests (both civil and criminal) during the second ¢fa2018, compared to 14 729 requests
during the first half of 2018. Among those that Serbia dealt with, it replied positively to 9 223,
and refused 2 912. At the end of December 2018 the pending cases (both incoming and
outgoing requests) remained atIBFcompared to 13 297 at the end of June 2018), signalling

a further reduction.

The process of signing an operational type agreement with Eurojust was initiated in December
2018 and negotiations are at an advanced stage. Regular cooperation with Eanbjased
through contact points in the Ministry of Ju
Serbia is the most requested country in the region, and overall, the second most requested
third country in Eur oj ust33easesia20é3ambaredwdle r bi a
28 in 2017, and 15 in 2016) related to swindling and fraud, drug trafficking and money
laundering. Serbia also actively cooperated in one joint investigation team.

All aspects of customs cooperation are now covered WWiapter 29 Customs Union.
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3. FUNDAMENTALS FIRST : ECONOMIC DEVELOPMENT AND COMPETITIVENESS

Serbia: Key economic figures 2010-15 2016 2017 2018
average
GDP per capita(% of EU-28 in PPS) 36.8 37.0 36.0 :
Real GDP growth 0.9 3.3 2.0 4.3
Economic activity rate of the population aged 15-64%), total : 65.6 66.7 67.8
female : 58.1 59.6 60.6
male : 73.1 73.8 75.1
Unemployment rate (%), total : 15.9 14.1 13.3
female : 16.7 14.8 14.2
male : 15.3 13.5 12.5
Employment (annual growth %) : 5.6 2.8 1.4
Nominal wages(annual growth %) 57 3.8 3.9 6.0
Consumer price index(annual growth %) 5.8 1.6 3.0 2.0
Exchange rate against EUR 111.6 123.1 121.3 118.3
Current account balance (% of GDP) -7.1 -2.9 -5.2 -5.1
Net foreign direct investment, FDI(% of GDP) 4.5 5.2 6.2 7.5
General government balancg% of GDP) -5.0 -1.2 11 0.6
General government debt(% of GDP) 54.5 68.8 58.7 54.6

Source: Eurostat and national sources

In line with the conclusions of the European Council in Copenhagen in June 1993, EU
accession requires the existence of a functioning market economy and the capacity to cope
with competitive pressure and market forces within the Union.

Economic governancbkas become even more central in the enlargement process in recent
year s. The Commi ssionb6és monitoring takes pl
Programme exercise and the below assessment of compliance with the economic criteria for
accession. Eaclenlargement country prepares an Economic Reform Programme (ERP)
annually, setting out a mediutarm macrefiscal policy framework and a structural reform

agenda aimed at ensuring competitiveness and inclusive growth. The ERPs are the basis for
countryspedfic policy guidance jointly adopted by the EU and the Western Balkans and
Turkey at ministerial level in May each year.

3.1. The existence of a functioning market economy

Serbia has madsome progressand ismoderately preparedin developing a functionin
market economy. External imbalances are on the rise, although their financing remained
healthy. Price pressures remained subdued and inflation expectations contained. Major fiscal
adjustment over previous years has significantly improved debt sustdindbilencial sector
stability was preserved and labour market performance has improved with the exception of
the activity rates of women and young people, which declined.

However, major structural reforms of public administration, the tax authority,| and
stateowned enterprises (SOEs) advanced slowly, prolonging-stangding inefficiencies.
The authorities are only slowly addressing weaknesses in the budgetary framework|and its
governance. The state retains a strong footprint in the economy and the gae&dr IS
underdeveloped and hampered by weaknesses in the rule of law, in particular corruption and
judicial inefficiency, and in the enforcement of fair competition.

In order to improve the functioning of the market economy, Serbia should in particular

- maintain the identified mediwterm budgetary objective close to balance;
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- strengthen fiscal rules by making them more binding and capable of anchoring fiscal
policy;
- finalise the privatisation and restructuring process of the remainingostatsd banks;

- significantly increase funding and the implementation of active labour market megasures
adjusted to the needs of the unemployed.

Economic governance

The authorities remained committed to macroeconomic stability and continuing
economic reforms, although som reforms have stalled.In July, after successfully
completing a thregear StaneBy Arrangement with the International Monetary Fund, Serbia
agreed to a new nettisbursing programme supported by ar36nth policy coordination
instrument. The policy guidae jointly agreed at the May 2018 Economic and Financial
Dialogue between the EU and the Western Balkans and Turkey has been partially
implemented. The macroeconomic policy mix was appropriate and macroeconomic and fiscal
indicators improved. However, thmplementation record of structural reform has remained
mixed. The efficiency and predictability of the institutional environment is not yet ensured
and does not sufficiently support lotgyrm growth. Weaknesses remain in the fiscal
governance frameworkhé¢ business environment, the public administration and the tax
administration, and in the way the state intervenes and manages its presence in the economy.

Macroeconomic stability

The economy has shifted up a gear.

o o Serbia: Real GDP growth and contributions Economic growth accelerated in 2018,
et to over 4% from 2% in 2017, boosted
4 - D by robust domestic demand and base
2 effects.  Investment  activity, in
0 1 — * [ ]  m particular, was very strong, benefiting
2 . from a number of factors: the low
1 interest rate environment, higher growth
- 2013 2014 2015 2016 2017 2018 expectations, past improvements in the
Priv.cons. ~ EEEGov.cons.  mmEGFCF business environment, increased capital
Stocks [ Net exports —real GDP growth

spending by the government, and a

Source: Macrobond, own calculation

stream of foreign direct investments.
Rising domestic demand led to a strong growth in imports and the contribution of net exports
to growth tirned negative as from 2017. After years of decline or marginal growth, household
consumption has expanded steadily since the end of 2017. Prospects for consumption growth
remain strong as the economic cycle matures and labour market conditions imptioee fur

The income gap with the EU, however, remained broadly unchanged over the lastdecade
per capita GDP in purchasing power terms stood at 37% of the EU average in 2017.

External imbalances are on the rise but their financing remains healthyDriven by a
widening merchandise trade deficit, the current account deficit has nearly doubled since 2016,
staying above 5% of GDP in both 2017 and 2018. The growing economy triggered a
doubledigit growth in imports of goods. Most of this increase, however, wagenmediate

goods and energy, reflecting higher energy prices and expanding investment and exports.
Export performance, a key indicator of international competitiveness, remained robust in
2018. Exports of manufacturing goods, which constitute the Hudl exports, continued to
expand. Exports increased across all sectors, except for food products due to a bad
agricultural season in the previous year. The current account deficit was fully covered by
large and broathased net inflows of foreign directvestment. The official foreign exchange
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reserves remained adequate, covering more than twice theesinorxternal debt and around
5 monthsé worth of i mports of goods and seryv

Price pressures remained subdued and inflation expectations containeBespite strong
economic growth, inflation remained low in 2018, below the-midi nt of t he cent
tolerance band of 3% +1.5 pps. Price stability was supported by a continuously strong dinar
exchange rate and steady fiscal performance. Althoughepeiges went up in the second

half of the year, lower food prices helped contain inflationary dynamics. Contrary to previous
years, the administered household electricity prices remained unchanged. The low and stable
core inflation, which hovered aroundolfor most of 2018, also attested the absence of
inflationary pressures. Monetary policy has cautiously supported economic activity: the key
policy rate of the central bank was cut twice by 25 basis points in March and April 2018 to
3.0%. In April 2018, tk central bank also narrowed the interest rate corridor around its key
rate from +1.5 pps to £1.25 pps. The central bank continued its frequent interventions on the
foreign exchange market, buying a net EURL1.6 billion in 2018.

Major fiscal adjustment over previous years has significantly improved debt
sustainability. In 2018, the general government budget ended in surplus for a second
consecutive year, while the 2019 budget envisages a small deficit of 0.5% of GDP. The good
fiscal performance has creatembm to unwind the crisis era pension cuts, increase capital
spending and reduce, albeit only marginally, labour taxation. However, expenditure
composition remained poor: the share of economically productive capital expenditure is low
in comparison to puldi infrastructure needs, in particular in environmental infrastructure,
while discretionary current spending
Serbia: Fiscal developments increased further from an already
10 9% ofGDP "8 elevated level. The track record of

5 | /"’"\ e prudent fiscal policy has played a

major role in increasing confidence in

O—I ‘ ‘ . ‘ u ‘ n ‘ } 4 the economy, supporting economic
] I growth, and significantly reducing
government debt. Government debt
e 2013 2014 2015 2016 2017 2018 o fe” from a peak above 70% Of GDP
= Primary balance (lhs) = |nterest (lhs) in 2015 to around 55% of GDP in

GG balance (lhs) = Public Debt (rhs) 2018.
Source: National source

Delays in public sector reforms

have prolonged longstanding inefficiencies and fiscalgovernance challengesWhile
revenue collection met and even surpassed expectations recently, the implementation of the
tax administration reform remains crucial to sustain revenue performance and provide better
service to taxpayers. The authorities ardyosiowly addressing weaknesses in budget
planning and implementation. The extension of the problematic public employment freeze by
another year undermines the quality of public service. Selective wage increases in 2019 and
the postponement of the wagetgys reform have widened wage disparities across the public
sector as well as pay gaps with the private sector. Envisaged improvements in the capital
management process and in particular the establishment of a single mechanism for national
investment priotisation and planning are still pending. In addition,-ftildded projects are
excluded from its application. In order to ensure a more efficient use of resources, existing
parallel structures need to be merged into a single mechanism for prioritisingeatinents
regardless of the source of financing, in accordance with the public financial management
reform programme adopted by the government. The system also needs to expand to cover
other governmentio-government projects that have been a recurringeronwith regard to

their transparency, cost efficiency and conformity with EU standards.
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The budgetary framework continues to be only partially complied with, pointing at
weakness in public finance managementhere were no meaningful parliamentary debates

on the draft annual budget. External stakeholders were not consulted on it despite legal
obligations to include them in the process. The system of fiscal rules is weak as it is not
sufficiently binding and relevant for poliaypaking. The work on their €ngthening has
stalled, although it remains a shtgtm government priority. Final annual budget reports are
not presented to and adopted by the Parliament.

The macroeconomic policy mix remained appropriatelt helped sustain macroeconomic

stability and spported the pickip in economic activity. The prudent fiscal policy and
cautious monetary policy helped contain the growing risks from the external environment,
despite widening external imbalances and a markedypck growth of private and public
consuimption. As in previous years, the continuation of economic reforms and their full

i mpl ementation remain key to further strengt
real convergence with the EU.

Functioning of product markets

Business environmen

The business environment has improved somewhat amid a general slowdown in the
reform momentum. In the first half of 2018, the number of total registered companies
increased by 4.8: newlyregistered companies went up by %2 while the number of
compaties that exited the market fell by 34. Over the last few years, Serbia has notably
improved its standing in various international business rankings. However, the recent delays
in the reform process resulted in the country sliding down in some of #st tankings.
Although restitution in kind has progressed, the deadline for issuing financial compensation in
the restitution process has been further delayed for another 2 years, until 2021.

The institutional and regulatory environment remains weak. Businesgelated laws
continue to be adopted under urgent procedure without the necessary consultation of
interested groups, reducing predictability and quality of legislation. Delays in adopting
secondary legislation continue to hamper the implementaticsdopted laws. In general,
contract enforcement is weak and the courts enforcing property rights remained
overburdened. Fair competition is negatively affected by the large informal economy. The
control of State aid is weak and its granting Htk@msparet, as the legislation allows for too

many exemptions and the control body does not have all needed competences. The
Commission for State aid control (CSAC) remains understaffed and is still not operationally
independent. Decisions to grant State aid ateregularly notified ex ante to the CSAC by
granting authorities. Granting of State aid seems to favour market incumbents and large
investors. As a measure to fight the grey economy, the authorities have amended the Law on
inspection supervision to pernsitipervision of unregistered activities. They also took steps to
improve the coordination of inspections and to facilitate abaded approach by means of
introducing a unified inspection information platform. After Serbia was put on the list of
jurisdictions with strategic deficiencies by the Financial Action Task Force on money
laundering in early 2018, the Serbian authorities took a number of measures to address the
identified shortcomings.

State influence on product markets

State ownership in the ecoamy has gradually declined over recent years, but indirect
state presence in the economy remains large amid persistent governance weaknesses.
The financial performance of SOEs improved, helped also by a cyclical economic upswing.
Governance of these enteges remains under strong political influence, including through
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the appointment of acting managers, instead of using the prescribed nomination process.
Although the general trend sees the state continuing to withdraw from direct involvement in
the econory, in some product market segments, like cable television operators, the majority
stateowned telecom operator has actually expanded its presence after several acquisitions.
The share of administered prices remained broadly unchanged, at around 20% of the
consumer basket.

Privatisation and restructuring

Privatisation of SOEs advanced, while restructurings progressed slowlSince 2015,

when the new privatisation law was adopted, more than 310 companies, mostly with zero or a
small number of employees, have been put into bankruptcy. Other companies were privatised
and norEU investors acquired some of the largest firms inimgin metallurgy, and
agriculture. Nonetheless, around 90 companies employing some 40,000 persons have yet to be
resolved through either bankruptcy or privatisation.

Restructuring of key utility companies is still incomplete.The financial performance of

key utility companies, particularly in the energy sector, has improved over the recent years,
but their restructuring has advanced rather slowly. The -etated power utility
Elektroprivreda Srbije has to fully address its corporate governance issuesaise fihe
unbundling of electricity transmission and distribution operators in terms of organisation and
decisionmaking. While long overdue, a change in the legal status to a joint stock company is
envisaged in 2020. The company also needs to invescirisg new production capacities

and refurbishing old ones. The financial consolidation of Srbijagas remains a key aspect of its
reorganisation plan. Government support for servicing Srbijagas debt is planned to stop by the
end of 2020. Serbia did not fulimplement the third energy package and failed to unbundle
Srbijagas and provide natiscriminatory thirdparty access to its transmission system.

Functioning of the financial market

Financial stability

Financial stability was preserved and the financials ect or 6s per f or mance
Supported by rising economic activity, the profitability of commercial banks remained high.
Other indicators also show that the performance of the banking system was strong. Capital
adequacy was high, well above the minimseeh by the national bank and the implementation

of the resolution strategy for ngurerforming loans (NPLs) supported their further reduction

to 5.7% of total gross loans by the end of 2018. Liquidity, although declining, also remained
high. With the viewd addressing the persistently high degree of euroisation, the central bank
and the government have revised their dinarisation strategy. A new NPL resolution strategy is
envisaged as well, focusing on limiting the rise of new NPLs. The authorities hauestage

to start addressing the legacy NPLs in the portfolio of the Deposit Insurance Agency. The
implementation of the strategy for banks in which the state has ownership continued, albeit
with delays, and the state remains in control of key entitiestim the banking and insurance
sectors. The privatisation of Komercijalna banka (the third largest bank by assets) has been
postponed to 2019.

Access to finance

Access to finance improved.Foreignowned banks continued dominating the financial
system, holdig around three quarters of banking system assets. Favourable financing
conditions and higher economic activity have supported growth in lending. Credit expanded
by doubledigits for both corporates and households, excluding effects from exchange rate
charges and NPL sales and writdfs. Despite the vigorous credit activity, the central bank
estimated that the overall cretiitGDP ratio is below its longerm trend and, therefore, has
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kept the countercyclical capital buffer unchanged at 0%. However]reer ahilities increased

in some segments of the market, such as cash loans for households with long maturities, the
central bank introduced new measures to curb risks from excessive loan growth in these
segments. It has also introduced a requirement fomeercial banks to inform their clients

about the possible risks of floating interest rates. There was no progress in establishing the
legal framework for microfinance institutions. The-famt and urgent adoption of a special

law on converting mortgages deninated in Swiss francs into euros undermines the
functioning of the financial market and came at significant cost for the budget.

Functioning of the labour market

The labour market has seen marked improvements over recent years, but structural
problems and demographic challenges still need to be tackledh 2018, on the back of
stronger economic growth, labour
w0 Serbia: Labour market trends o | market indicators achieved their best
55 performance since the start of the
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young people has declined. The
proportion of youngpeople in the age group B3l not in employment, education, or training

fell further to 16.5% in 2018. The share of informal employment;ttvwrals of which was in
agriculture, fell to around 20% of the total. However, the labour force likely peaked as the
declining working age population is taking its toll on labour supply. A steady population
decline by 0.5% every year, along with emigration and the brain drain, especially of educated
young people, remain key meditimlong-term economic challenges. Indition, persistent

skills mismatches and large regional disparities have continued to be a major labour market
issue resulting in high structural unemployment.

Real wages have increased.he revival of economic activity and tighter labour conditions
have pushed up real wages, although in 2018 their growth still remained moderate at around
4%. Although the authorities abolished the unemployment contribution paid by employers
(0.75% of gross salary), the tax wedge remained disproportionally high for pedplowi
salaries. In line with expectations for a rise in wages in the economy, the government
increased the minimum hourly wage by 8.6% in 2019.

3.2. The capacity to cope with competitive pressure and market forces within the EU

Serbia has madsome progress and is moderately prepared to cope with competitive
pressure and market forces within the EU. The structure of the economy improved furt
economic integration with the EU remained high. However, despite some progre
quality, equity and releance of education and training does not fully meet labour m
needs. Investment increased but, after years of underinvestment, remains insuffig
address infrastructure gaps. Although the cost of borrowing for small and msidek
enterprises (SHs) has declined recently, they still face a number of challenges, inclug
volatile business environment and unfair competition.

In order to improve competitiveness and ldaagm growth, Serbia should in particular:
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- develop a single mechanism for piiising and monitoring all investment regardless
the source of financing;

- unbundle Srbijagas and provide thpdrty access to gas infrastructure.

Education and innovation

Despite some progress, the quality, equity and relevance of education atrdining do

not fully meet labour market needs.Public spending on education stood at around 3.1% of

GDP in 2018, which is below the EU average of around 5% of GDP. Enrolment rates
remained high in general in primary and lower secondary education, atelb88%, and at

around 90% in upper secondary level.-Prienary enrolment lagged at some 60%, despite

having increased in 2017. The gross enrolment ratio in tertiary education also increased over
recent years to nearly two thirds. However, employersraoent graduates believe that the
countryob6s education institutions do not equ
problem solving and decision making. In line with national strategic documents and recently
adopted legislation, the authoritiese gorogressively updating curricula in all 12 years of
general education. Teacher training is needed to support the implementation of new curricula
and the devel opment of studentsd6 key compet
education model isncreasing in scope and aims to improve the relevance of vocational
education. The institutional framework for implementing the recently adopted Law on
national qualifications framework is being established. This framework is part of a
progressive reformfahe education system at all levels, including #immal and informal

learning.

The level of spending on research and development increased over recent years,
although it remains low at 0.9% of GDP.The increase in expenditure came almost entirely
from the private sector, while funding from the government budget was broadly stable at
around 0.4% of GDP, providing less than half of total R&D financing in 2017. The number of
scientificresearch organisations stood broadly unchanged. However, the number of
employees in research and development activity declined slightly, representing only 0.8% of
total employment in 2017. In order to support innovation, Serbia introduced specialised
instrumentsd collaborative grants for joint busineasademia projects to @gmote and
support businesacademia collaboration and innovation vouchers. Following the
establishment of a science and innovation park in Belgrade, three more are under construction
in other cities.

Physical capital and quality of infrastructure

Investment increased but after years of underinvestment its level remains insufficient to

address infrastructure gaps.Both public and private investment have been rising in the last

couple of years. The economy continues to attract significant foreign direstrimerg, which
have been instrumental for the shift

Serbia: Selected indicators relative to population towards tradable sectors and higher
1060 1 2 exports. However, the share of total
800 1 investment in the economy is still
L 8 .

600 - relatively low, under 20% of GDP, and
400 - . the quality and quantity of physical

200 infrastructure needsufther upgrading.
o , Despite recent increases, particularly
RS, 2006 EU, 2006 RS, 2016 EU, 2016 in roads and railways, the level of
@ Electricity production, GWh per 1000 inhabitants government investment still does not

m Road length, km per 1000 inhabitants
Rail passenger-km per inhabitant, lhs correspond to the needs of the
Source: Eurostat
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economy. In addition, the available fiscal space has been used mostly for current spending
and nonproductive capital expenditure, instead of for more greiwd#ndly spending on
infrastructure and basic public services.

The institutional framework supporting new investment is weak.Soft measures, like
improving trraffic managenent, maintenance andsafety in all transport modesnd increasing
energy eficiency and diversification could potentially improve the performance of the
transport and energy sectorf$ie usergpay principle is not sufficiently applied when it comes

to maintaining existing infistructure and implementing new infrastructure investment plans.
Transparency, assessment and prioritisation of investment needs are still weak. Public
procurement rules are not always fully complied with, nor are they always fully compatible
with EU stanards, particularly in big infrastructure projects financed or implemented by
nonEU companies.

The authorities have made digitalisation one of their top priorities.A new law on
e-government was adopted in April 2018, which aims to enable simpler, more transparent and
efficient functioning of electronic public services and to facilitate communication with the
administration. The strategy for developingg@ernment for 2012021 hasnot yet been
adopted. The application of the law is hampered by the lack of a fully developed legislative
framework and the necessary secondary legislation. The information and communication
sector continued expanding, increasing its share in the ecoanthyn total exports. The
share of households that have a computer and access to a broadband internet connection
increased further to more than 72% in 2018. The share of individuals usorgreerce also
steadily increased to some 55% in 2018, while thereshof those who have never used a
computer or the internet halved over the last decade to less than 25%.

Sectoral and enterprise structure

Construction and some services have increased their weight in the econorBgrvices are

by far dominating the econoy, providing more than 60% of total value added. Sectors like
transportation, retail trade, and information and communication, benefited from the revival of
economic activity and the steady expansion of international trade to increase their economic
weight. Reflecting the new investment cycle, construction, which reached its lowest point in
2013, has recovered to above 4% of GDP. The performance of the agricultural sector
remained volatile, mainly because of its very high dependency on weather conditions.
Although it rebounded strongly in 2018, after a slump in the previous year, it has been on a
downward trend over the last 5 years. The weight of industry levelled off or even declined
largely because of a drop in mining and quarrying activity and in teeggrsector. The
employment structure has changed as well: there was a steady fall in agricultural employment,
which fell from nearly 20% in 2014 to some 15% in 2018, while there were increases in the
share of employment in the industry and service sectors

SMEs are the backbone of the economylhey provide 60% of total employment and
turnover in the economy, and nearly half of the value added. SMEs are particularly active in
construction, accommodation and food service, retail, and real estate. Thetiastlzoa
implementing several programmes to support SME development, focusing on facilitating
innovation, finance, and internationalisation. SMEs receive around 60% of new corporate
loans. Their cost of borrowing has declined recently, although it remabmc the cost for

large companies. SMEs still face a number of challenges, including a volatile business
environment and lack of ndmank financing. The Law on charges, adopted in December
2018, aims to reduce some of this uncertainty by consolidatingaedfiscal charges and
removing or merging some of them.
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Economic integration with the EU and price competitiveness

Economic integration with theEU remained highSer bi adés fi nancial syst
commercial banks, and banks with majority ownership from EU countries hold more than
70% of all banking system assets. TRl i s al so by f ar Serbi abds
investment partner, accounting for almosbtthirds of total trade and three quarters of net
foreign directinvestmentinflows. It is followed by trade with the signatories of @entral

European Free Trade Agreemd@EFTA) (excluding Kosovo), which represented slightly

less than a fifth of totaéxports and around 4% of total imports in 2018. The imposition of a
100% tariff by Kosovo in late 2018 on imports from Serbia and Bosnia and Herzegovina
affected Serbi@ export of goods of around 1.1% of GDP per year. S@rhiational
infrastructure forchecking standards has improved over the last year, but it still does not fully
support trading operators and there are-tawiff barriers impeding intraegional trade as

well as trade with the EU.

Serbia: Exports composition Serbia: Imports composition
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In 2018, trade openness rose further, above 110% of GDP from some 90% 5 years earlier as
both imports and exports maintained strong growth. After a strong appreciation in the
previous year, the dinar nominal and real effective exchange rate remained broadly stable in
2018.

4. GOOD NEIGHBOURLY RELA TIONS AND REGIONAL C OOPERATION

Good neighbourly relations and regional cooperationf or m an essenti al p a
European integration process and contribute to stability, reconciliation and a climate
conducive to addresginopen bilateral issues and the legacies of the past. Serbia maintained
its engagement in a number of regional cooperation initiatives, such as theE&etith
European Cooperation Process, the Regional Cooperation Council, the Central European Free
Trade Agreement (CEFTA), the Adriationian Initiative, the European Union Maero
Regional Strategies for the Danube Region, the Adriatic and lonian Region, the Coalition the
Commission Tasked with Establishing the Facts about All Victims of War Crimes and Other
Serious Human Rights Violations Committed on the Territory of the Former Yugoslavia for
Reconciliation Commission (RECOM), thBegional School of Public Administration
(ReSPA) and the BrdeBrijuni process. Serbia took part in the implementation of the
Multiannual Action Plan (MAP) for the development of a Regional Economic Area in the
Western Balkans, although more attention is needed to secure timely adoption of the incurred
measures as well as streamlining regional commitments into national policies.

Building on the results of previous summits, the July 2018 London Summit brought a
renewed commitment to the connectivity agenda. Dialogue with the Western Balkans
continued in Skopje on the implementation of the Digital Agenda, to which all leaders of the
regon had committed through a statement of support. More particularly concerning the
negotiations on roaming fees, a regional agreement was signed at the Western Balkans Digital
Summit in Belgrade in April 2019 enabling Roam like at Home (RLAH) as of Juit.20
Serbia participated in the European Commi ss
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Days) in Skopje. Member States and the Western Balkan partners signed the Joint Action Plan
on Counter Terrorism for the Western Balkans at the Justice Home Affanistddial in

Tirana in October 2018. Serbia contributed to the work of the Regional Youth Cooperation
Office (RYCO). However, Serbia delayed the adoption of decisions necessary for the
functioning of RYCO by di smissi argahead efitsy out h
planned meeting on 1B4 March 2019 in Pristina. In the context of being granted the seat of
the Transport Community Treaty Secretariat, Serbia should now provide further support to
ensure the conditions are in place for it to take upatjpers swiftly. In February 2019, at the
Ministerial Meeting on Clean Energy Transition held in Podgorica, the Ministers of Energy
and Environment of the Western Balkans committed to adopting concrete measures aiming at
the implementation of the Paris Agraent and the Energy Community obligations based on
the EU Clean Energy for All Europeans Package.

There are no outstanding i ss uagon/RamsnPeaea ni ng
Agreement Serbia continues t o sterngpia intégrityBandcksite i a an
path to joining the EU. As envisaged by the Dayton agreement, Serbia continues to preserve
special relations with Republika Srpska, with whom joint governmental sessions were held in
August 2018 and February 2019. AttendangeSerbian officials of the Republika Srpska

National Day on 9 January 2019 stirred controversies in Bosnia and Herzegovina.

Along with Bosnia and Herzegovina, Croatia and Montenegro, Serbia has continued to
cooperate closely ithe implementation of theegional housing programme under the
Sarajevo Declaration Processwhich aims to find sustainable solutions for some 74 000
people who became refugees or displaced persons as a result of the armed conflicts in the
former Yugoslavia in the 1990s. Amongst theimere are still persons who are potentially
entitled to receive pensions. In Serbia, over 6 000 housing units are set to be provided by
2021, funded by the EU (80%), Serbia, and another 15 donors. 1 600 housing units are under
construction across the auuy.

The unresolved fate ohissing personswho disappeared during the conflicts of the 1990s
remains a humanitarian concern in the Western Balkans. As of February 2019, a total of
10247 individuals are still missing as a result of the conflicts in réggon. Regional
cooperation on missing persons continued within the scope of the various bilateral
arrangements. A new int@rstitutional expert group was established in spring 2018 to
improve the exchange of data relevant for investigating the fatassfng persons. In June
2018, a Memorandum of Cooperation was signed between the Serbian Office of the War
Crimes Prosecutor and the Serbian Commission on Missing Persons. The latter also held a
meeting with its Croatian counterpart in May 2018. Novembe 2018, Bosnia and
Herzegovina, Croatia, Kosovo, Montenegro and Serbia signed a framework plan to promote
regional cooperation in addressing the issue of persons missing from conflicts in the former
Yugoslavia.

Three International Committee of the Red Grolsaired meetings of the BelgraBeistina
Working Group on Missing Persons were held during 2018. Serbia acted upon all requests
from Pristina and undertook four field assessments in search of alleged grave sites in the
Ragka muni ci pal ictoher 2018 buf moghurmsah reraamsl wef@ found. An
official meeting on missing persons between Serbia and Croatia was held in May 2018 and
two technical meetings took place in February and July 2018. Despite these contacts, only 7
cases of missing personsateld to Kosovo and 39 related to Croatia were resolved in 2018.
The seemingly improved communication needs to be further strengthened in order to achieve
tangible progress. The appointment of a Serbian special envoy for missing persons in Croatia
is a postive development. Serbia needs to cooperate constructively with its neighbours in
tracing and identifying the fate of missing persons or their remains, including through swift
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exchange of information. The families of missing persons need more comprehsmsport

than currently available to help them overcome the psychological and psychosocial impact of
the disappearance of a relative and to help them exercise their legal and administrative rights.
The capacity of the state mechanism for searching migsargons should be further
strengthened.

Serbia remained committed tamlateral relations with other enlargement countries and
neighbouring EU Member States. Bilateral conventions on regional cooperation are in force
with Montenegro and North MacedoniBhe convention with Bosnia and Herzegovina was
signed in January 2018 but has not yet been ratified. Serbia initiated the process of concluding
a convention with Albania.

Relations withAlbania have remained stable. Regular exchanges took place betwden ci
society, youth and media organisations. In May 2018, the two countries signed an agreement
on tourism cooperation. Leaders of both countries regularly met at regional and international
events. Serbia also cooperates with Albania under the AHSarlaa-Italy trilateral meetings

of Foreign Affairs Ministers.

Relations withBosnia and Herzegovindave remained good. Progress needs to be made in
concluding the negotiations over the border demarcation and proceeding with the ratification.

Relations wih Montenegrohave been stable and hitgvel visits have taken place. There
were no developments on issues related to citizenship rights between the two countries. The
demarcation of borders is still pending. Bilateral political consultations betweerwthe t
Foreign Affairs Ministries were held in May 2018. Several agreements on road and railway
border crossings were signed during the reporting period, including the opening of the
CemerneGranice border crossing in August 2018.

Relations with North Macedona have been stable. In May 2018, the Speaker of the
Parliament of North Macedonia visited Belgrade. In September 2018, the Serbian President
and Prime Minister Zaev met at the Pres@&abanovci border crossing to announce the
launch of an integrated bordenmanagement project. The Serbian President attended the
inauguration of President Pendarovski in May 2019.

Relations withTurkey further deepened. The Serbian President made several visits to Turkey.
He attended the inauguration of the Turkish Presidenfuly 2018. Serbia signed an
agreement on the TurkStream pipeline in Istanbul in October.

Relations with the neighbouringU Member Statef Hungary, Romania, and Bulgaria

have remained good. The President of Bulgaria and the Hungarian Prime Mirsged v
Serbia in June and September 2018 respectively. The Serbian President took part in meetings
with the Bulgarian, Greek and Romanian Prime Ministers in November 2018 in Varna and in
March 2019 in Bucharest. Relations wilnoatia continued to be mied. The Speaker of the
Croatian Parliament visited Serbia in April 2018 but the visit was interrupted due to an
incident instigated by the faight in the Serbian parliament.

5. NORMALISATION OF RELA TIONS BETWEEN SERBIA AND KOSOVO

In the framework of th&U-facilitated dialogue, work continued with a number of higavel

meetings led by High Repe sent ati ve/ Vice President Mo gher
Thagci. This new phase aims to conclude a fully comprehensive and legally binding agreement
between Serbia and Kosovo, in line with international law andaéduiisand acceptable to

EU Member Sttes and the region. This work was interrupted in November 2018 following

the decision by the Kosovo government to impose customs tariffs of 100% on imported goods
from Serbia and Bosnia and Herzegovina, on political and economic grounds.
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On the implemermtion of past agreements, further consolidation has been made on the
implementation of theApr i | 2013 OFirst agreement of
nor mal i s at i owith the full melénsentation mfgh@istice agreement which has
enabled the newlyntegrated judicial personnel to address the judicial backlog with their
judicial colleagues.

Implementation of th@5 August 2015 Agreementbas overall remained slow. No progress

has been made on tAssociation/Community of Serb majority municipalities and Kosovo

has yet to engage constructively in its establishment.efleegy agreement between Serbia

and Kosovo must be implemented without further delay in order to avoid this longstanding
dispute from having further consequences for energy stahildysacurity in Serbia, Kosovo

and countries across Europ@llowing the completion of the registration of Elektrosever,
Serbia needs to file for the licensing process in Kosovo as a matter of urgency. The works on
the Mitrovica bridge are completed and ¢hbridge should be opened to vehicle traffic
without further delay or obstructions. The full implementation oftéhecomsagreement has
enabled the introduction of the new dialling code.

As regards théechnical Dialogue Agreements (20112), some arenot or only partially
being implemented. Both sides need to remain committed to the continued implementation of
the agreement on representation and participation of Kosoragional forums. The issues

of cadastreanduniversity diplomas recognition are gt to be solved as are theence plate
related elements of the agreement on freedom of mover@ertiahas yet to address the
issue of rdocated Serbian administrativeistomsstructures with Kosovo denomination that
operate from within Serbia, and ¢tease the issuance of documentation or affixing of stamps
with denomination that contravenes the related agreerfentBM, the interim common
crossing points with Kosovo continue to be operational. Thassbeen limited progress in
establishing the six permanent IBM common crossing points between Serbia and Kosovo as
stipulated in the IBM agreemenSerbia did not engage constructively in starting the
establishment of these crossing points on the Serbida (in Jarinje, Mucibabe, and
Konculj). This led to a suspension of EU funds in July 2018. Of those hosted by Kosovo (in
Tabavije/Bérnjak, Mutivodé/Mutivode and Merdaré/Merdare), the construction at
Tabavije/Bérnjakhas not yet started due to the faflof Belgrade to relocate the electricity
pylons to allow for construction to commene& Mutivodé/Mutivode, all cooperation by
Serbian technical representatives has stopped since MarchF204d/8y the refusal of Serbian
authorities to vacate the promsal premises of th&lerdaré/Merdare crossing point and
move into the new onesignificantly delays the traffic and puts at risk the implementation of
EU-funded projectsThere has also been no progress in establishing the additional interim
common crosing points in Kapi/Kapija Vrapce and Rajetici/lzvadditional measures need

to be taken by Serbia to close illegal crossings

Requests fomutual legal assistanceare in principle being processed. In some instances,
cooperation by Serbia in highvel investigations has not been forthcoming. Mutual legal
cooperation is extremely limited in war crimes cases.

Overall, Serbiahas remained engaged in the dialogue and showed restraint in its response to
the introduction of the customs tariffs. However, Serbeeds to make further substantial
efforts and contribute, in particular in its international relations, to the establishment of a
conducive environment to the conclusion of a legally binding agreement with Kosovo. Such
an agreemeris urgent and cruciao that Serbia and Kosovo can advance on their respective
European paths.
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6. ABILITY TO ASSUME THE OBLIGATIONS OF MEMBE RSHIP
6.1. Chapter 1: Free movement of goods

The free movement of goods ensures that many products can be traded freely across the EU
based on common rules and procedures. Where products are governed by national rules, the
principle of the free movement of goods prevents these creating unjustified barriers to trade.

Serbia ismoderately prepared in the area of free movement of goodsnited progress
was made with the adoption of sectoral legislation in the harmonised area designed to be
aligned with the EUacquis However, recommendations of the previous report have still not

been met.

In the coming year, Serbia should in particular:

- adopt an action plan to ensure compliance with Article3@4f the Treaty on the
Functioning of the European Union and adopt a strategy and action plan for implementing
the EUacquisi n t hi s chapter for both the sbgctor a
and horizontal legislation and relevant organisations;

- remove transitional provisions from legal texts regarding the Serbian conformity mark;

- provide adequate administrative capacities for market surveillance, metrology, and the
Agency for the homolodmn of vehicles, as well as for the implementation of |the
European Regulation on Registration, Evaluation, Authorisation and Restriction of
Chemicals (REACH).

General principles

Regardinggeneral principles a strategy and an action plan for implementimgacquisin

this chapter for both the sectoral (6New A
legislation and relevant organisatiohave yet to be adoptedhe European Commission

noted thatduring the reporting period, it came to light that Serbian legislation includes
dransitional provisiondregarding the Serbian conformity mark. These provisions have been
inserted by Serbia on a horizontal basis and need to be ren8erbtis legal franework for

product safety is partly aligned to the Edquis(see Chapter 28 Consumer and health
protection).

Non-harmonised area

On horizontal measures the Product Contact Point has been established, while a detailed
procedure for its functioning renma to be designed.action plan to ensureompliance
with Articles 34-36 of the Treaty on the Functioning on the EU remains to be adopted.

Harmonised area: Quality infrastructure

Administrative structures dealing with the legal bases for, and ingpltation of, technical
regulations, accreditation, metrology and conformity assessment were upgraded but
nevertheless require further strengthening.

On standardisation, the Serbian Institute for Standardisation is a full member of the
European Committee of Standardisation (CEN) and the European Committee for
Electrotechnical Standardisation (CENELEC). According to the 2018 fourth quarter data, the

rate of adopted CEN European standards was 99.95% and CENELEC European standards
was 98.11%. The Serbian Iiste for Standardisation adopted 76.18% of the European

Tel ecommuni cations Standards Instituteds st a
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The number o€onformity assessmenbodies has increased to a total of 590, out of which 56
are designated conformity assessment bodies.

Although Serbia removed certain provisions on certificates for conformity to allow easier
import procedures for a segment of radio and telecommunications terminal equipment related
goods, more action is needed to effectively implement the presumption of confammity
relation to imports of goods from the EU in several other sectors.

Concerningaccreditation, the Accreditation Body of Serbiabtained an extension of the
International Accreditation Forum on Multilateral Recognition Arrangenf@minformation

security management system, food safety management system and metadata management
system suiscopes.

On metrology, the number of internationally recognised standards for calibration and
measurement stands at 38.

The administrative and fimeial capacities fomarket surveillanceinspection require further
strengthening. In 2018, the market surveillance authorities carried out 5,915 inspections in the
area of product compliance and 268 in relation to product safety and ordered 464 corrective
measures, while 293,218 noompliant products were removed from the market. There is no
available data on judiciary proceedings that have been initiated and resolved.

Harmonised area: sectoral legislation

In the area ofdo New and gl o lpeoduct eegsiatiom @ datv Gn construction
products was adopted. However, this was designed to be aligned with the previous rather than
the current EUacquis Implementing technical legislation on raotomatic weighing
instruments and measuring instrunsentas adopted in 2018, designed to ensure alignment
with theacquis

In the area of thé Ol d appr oach prthedlegslationloe gacterd, matar o n 6
vehicles, and nenoad mobile machinery emissions has yet to be aligned with the most recent
EU legislation in this area. Legislation providing for adequate implementing capacity
designed to ensure the effective implementation of REACH, has yet to be adopted. The
administrative and inspection capacity necessary for implementing the REACH and CLP
(classification, labelling and packaging) regulations needs to be strengthened, as well as the
administrative capacities and IT resources of the traffic safety agency in charge of vehicle
homologation.

On procedural measures Serbia implemented a national awhtlist of arms and military
equipment aligned with the Es)Common Military List, and adoptedhational control list of
dual-use goods designed to be alignedith the latestEU acquis on exports, transfer,
brokering and transit of these items. A law on production and trade in arms and military
equipment, and Ew on esting, labelling and marking of weapons, devices and ammunition
has been adopted and needs to be aligned with theedilis Serbian legislation on the return

of cultural objects unlawfully removed from the territory of an EU Member State has yet to
be aligned with the Eldcquis

6.2. Chapter 2: Freedom of movement for workers

Citizensof one MemberStatehavethe right to work in anotherMemberStateand mustbe
giventhesameworkingandsocialconditionsas otherworkers.

Serbiais moderately prepared in the areaof freedomof movementfor workers. Som
progress was maderegardingthe Co mmi s gsecomméndatiorfrom 2018, through th
signingof new agreement®n electronicexchangeof social securitydatawith EU Membe
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States. Serbia also streamlinedthe procedurefor issuing work permits to third-country
nationals.

In the comingyear,Serbiashouldin particular:

- continueto enhancecooperationwith EU Member Stateson coordination of socia
securitysystemsyy improvinglegislativeandtechnicalconditions;

- carry out preparationsfor joining EURES (the Europeannetwork of employmen
services).

Amendmentsto the legislation on accessto the labour market adoptedin June 2018
shortenedhe procedureor issuingwork permits.Proceduresor issuingwork permitsto EU
citizens,who are currently covereal by rules for third country nationals,needto be further
simplified. EU citizens will have fully free accessto the labour market (without a work
permit)only from thedateof S e r baccassiaio the EU.

Regarding preparations for joiniig)JRES (the European network of employment services)
Serbia upgraded the information system of the National Employment Service.

Regardingthe coordination of social security systems an agreementvith Romaniacame
into force in April 2018 and with Switzerlandin Jaruary 2019. An agreementvith Greece
wassignedin 2018.Negotiationsof agreementsn electronicexchangef socialsecuritydata
areongoingwith Germanyand Austria and are plannedto take placewith Hungary,while

initiatives for openingnegotiationswith Bulgariaandltaly are ongoing.Electronicexchange
of social security data is operational with Slovenia, Croatia, North Macedonia and

Montenegro Legislativeandtechnicalconditionsfor social securityinstitutionsto cooperate
with their counterpartsn EU MemberStatesshouldbefurtherimproved.

Therehasbeenno progreson the European Health Insurance Card.
6.3. Chapter 3: Right of establishment and freedom to provide services

EU natural and legal persons have the right to establish themsehaasy Member State and
to provide crossorder services. For certain regulated professions, there are rules on mutual
recognition of qualifications. Postal services are gradually being opened up to competition.

Serbia remainsnoderately preparedin theseareasNo progresswas made on the right of
establishment anfleedom to provide serviceEhe Commission recommendations from 2018
were not implementednd remain fully valid.

In the coming year, Serbia should in particular:

- adopt the umbrella law on services, complete harmonisation of sectoral laws with the
umbrella law and thacquisand establish a point of single contact, as a portal that allow
service providers to get information and complete administrative proceduns; onl

- adopt the law on postal services as well as relevant implementing legislation and increase
the capacity of the postal services inspectorate;

- adopt a new lawn mutual recognition of professional qualifications.

There were no developments on tight of establishment No point of single contact has
been established.

In the area offreedom to provide crossborder services the umbrella law on services,
aiming to align with the EU Services Directive, has not been adopted yet. Alignment of
sectoral laws vth the draft umbrella law and the EU Services Directive is underway, in line
with the action plan adopted in December 2016.
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The strategy fopostal service20172020 is being implementedhelaw on postal services,
aiming to align with the second andrthEU Postal Services Directives, has not been adopted
yet. Despite some effort to improve the administrative capacity of the postal services
inspectorate, staff number in this area remains low.

Since its adoption in November 2017, the strategy for haismg, transposing and
implementing theacquisin the field ofmutual recognition of professional qualificationsis

being implemented. The law on mutual recognition of professional qualifications has not been
adopted yet.

6.4. Chapter 4: Free movement otapital

In the EU, capital and investments must be able to move without restriction and there are
common rules for crodsorder payments. Banks and other economic operators apply certain
rules to support the fight against money laundering and terrorianfiing.

Serbia remainmoderately preparedon free movement of capitdhood progresswas made
in all areas, especially on the fight against money laundering and counter terrorism fingancing.
However, the Commission recommendations from 2018 were mantyally metand thus|
remain valid.

In the coming year, Serbia should in particular:

- liberalise capital movements in line with its obligations under the Stabilisation and
Association Agreement (SAA);

- demonstrate through a track record, increagfigctiveness in monitoring, supervisign,
financial intelligence, investigation and reporting.

As regardscapital movements and paymentsamendments to the law on foreign exchange
operations, aimed at lifting the general restriction on loan teresidentborrowers, were
adopted in April 2018. Restrictions remain in certain cases, for reasons of public policy and
macro financial stability. These limitations must be justified, targeted and proportionate. The
agricultural law still does not guarantee that B&fionals can acquire agricultural land under

the same conditions as those for Serbian nationals and, as such, does not comply with the
SAA.

On payment systems amendments to the law on payment services were adopted in June
2018, aiming at further alignemt with the EU Directive on payment accounts particularly
regarding the transparency and comparability of bank account fees and the protection of
payment service usersodo rights to a basic pay
December 2018, th National Bank of Serbia (NBS) adopted implementing legislation on
payment services, establishing a list of representative services linked to a payment account
and defining the form and content of the fee information document and statement of fee to be
used by all payment service providers. In October 2018, the NBS enabled a new instant
payment system which allows payment service providers to execute instant fund transfers. A
law on multilateral interchange fees and special operating rules forbasedl pyment
transactions was adopted in June 2018, bringing further alignment with the EU Regulation on
Interchange Fees for Cabdised Transactions. This new law, which entered into force in
December 2018, introduced a phased reduction of interchange feasddransactions.

Regarding thefight against money laundering and terrorism financing (AML/CFT),

several laws were adopted and entered into force in spring 2018 (including the law on
factoring, law on accounting, law on auditing, law on games of chiave@n intermediation

in the trade and lease of real estate) to implement the action plan agreed in February 2018
with the Financial Action Task Force (FATF) and to address recommendations included in
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MONEYVALOGS 2016 report. I n D-eateck positevely 1@ 0 1 8,
recommendations for Serbia. An updated national risk assessment was adopted in May 2018
and is being implemented. As a result, the understanding of risks have improved and risks are
better mitigated. In December 2018, the NBS adoptedndments to its guidelines on
applying the AML/CFT law, taking into account findings of the national risk assessment. A
new law on centralised records of beneficial ownerships was adopted in May 2018 and
entered into force in June, aiming at further aligninwith theacquis.On the basis of this

new law, a Centralised Record of Beneficial Owners was established in December 2018
within the Serbian Business Registers Agency. Supervision of lawyers, notaries and casinos
has substantially improved through tha@option and implementation of dedicated guidelines,
training programmes and edfte and orsite controls. On targeted financial sanctions related

to terrorism financing, an online application tool was introduced, allowing updates in real
time accordingd the United Nations Security Council lists. FATF tentatively concluded in
February 2019 that Serbia adopted all measures included in its action plan and that this
warrants an osite visit assessment to verify implementation. If the FATF onsite visit
plamed for May 2019 confirms this positive assessment, then Serbia could be removed in
2019 from FATFO6s compliance document of Cou
AML/CFT system.

In 2018, the Administration for the Prevention of Money LaunderiA?ML) has
substantially increased its capacity. It has recruited four new staff and has now 33 employees.

Its budget was doubled and it moved to new premises. In 2018, 2,294 suspicious transactions
were reported. The highest number came from paymentuitistis, with over 1,297 reports

on suspicious clients. The APML submitted information on 380 reports to relevant
enforcement authorities. 75 reports were submitted to the prosecution services. As a follow up

of the agreement with the Republic Public Prosec the database of money laundering cases

was wupdated, and the prosecutords office pr
transactions reports, in line with the FATF recommendations.

6.5. Chapter 5: Public procurement

EU rules ensure that public procurement of goods, services and works in any Member State is
transparent and open to akEU companies on the basis of ndiscrimination and equal
treatment.

Serbia remainsnoderately prepared on public procurementNo progresswas made
during the reporting period. Significant efforts are needed to further improve
competition, efficiency and transparency in public tendeffie Commission
recommendations from 2018 were not implemested remain fully valid.

In the coming year, $ia should in particular:

- ensure further alignment with the 2014 EU Directives on public procurement,
including on utilities and on concessions, in particular by adopting the new public
procurement lawand amendments to tHaw on publieprivate partnership and
concessions;

- ensure that intergovernmental agreements concluded with third countries and their
implementation do not unduly restrict competition, comply with the basic principles
of public procurement, such as traasgncy, equal treatment and pgdiscrimination

and are in line with the national legislation and thed€quis
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- continue to strengthen the capacity of the Public Procurement Office, the Republic
Commission for the Protection of Rights in Public Procedanesthe administrative
courts.

Institutional setup and legal alignment

Thelegal and institutional frameworks on public procurement are broadly aligned with the
acquis

A new law on public procurement, aiming to further alignment with the 201Digkttives

on public procuremengn utilities and on their remediesunder consultation and is yet to be
adopted. The legislation on defence and security procurement still containsmenoy
exemptions that are excessively applied without justificatizeh ri@main to be aligned with

the relevant EU Directive. Intergovernmental agreements concluded with third countries and
their implementation do not seem to be systematically in line with the principles of equal
treatment, nofmiscrimination, transparencyd competition and neither fully consistent with

the relevant Elacquisand national legislatioriThe law on publigorivate partnerships and
concessions is not yet in line with the new Directive on concessions.

The implementation of thpublic procurement strategy and its action plan for 201Bas

been delayed as the adoption of new legislation is pending. A new strategic framework is
being prepared but has yet to be adopted. This new strategy should be harmonised with the
public financialmanagement strategy.

The Public Procurement Office (PPO) supervises compliance with the law on public
procurement and maintains the public procurement portal. The PPO has worked on the
preparation of the new law on public procurement, including on implgngglegislation.

Implementation and enforcement capacity

In 2018,S e r bpukdicdpsocurement market represented 8% of the GDP, slightly above the
7.7% share in 2017he average number of bids per tender fell to 2.5 in 2018, the lowest in
the last five years, down from 3 bids in 2017. The share of contracts awarded to foreign
bidders remained stable at 3%.

On monitoring of contract award and implementation the proportion of negotiated
procedures without prior notice remained at 3% in 2018. The shapen procedures stood

at 91% of the total value of contracts. The share of centralised public procurement contracts
stood at 15% of the total annual procurement budget. The use of the most economically
advantageous tender criterion remained low at 118é.ificreasing use of the lowest price as

the selection criterion might ultimately lead to higher productdyfele costs for Serbian
citizens. No progress has been made in the field-mfoeurement using-®ols, such as
e-submission and -auctions. A diiled and comprehensive plan for the rollout of
e-procurement needs to be prepared. The State Audit Institution found irregularities in 7.4%
of inspected procuring entities in 2017, falling from 10% in 2016.

Capacity to manage public procurement processewas somewhat improved through the
certification of 485 additional public procurement officials between February 2018 and
February 2019. The PPO increased its number of staff to 38 out of which 12 positions remain
vacant. With currently a total of 26 stahembers and a wide range of responsibilities, the
PPO lacks thedministrativecapacity to carry out many of its tasks. The Commission for
PublicPrivate Partnerships and Concessiadso remainsunderstaffed. In 2018, the
Commission approved 91 publcivate partnership project proposals, including 38 with
concessions, mainly in the transport, sanitation and urban planning sectors.

There were no developmernitsintegrity and handling conflicts of interest

60



Efficient remedy system

The legislation on theght to legal remedyis broadly in line with thecquisand is enforced
by the Republic Commission for the Protection of RightsPublic Procedures, an
independent state body.

The Republic Commission took 1,230 decisions on requestprotection of rights between
January 2018 and February 2019. Public procurement procedures were partially or fully
annulled in 606 cases (51% of all cases). The Republic Commission reviewed the
implementation o#ll its decisions ordering @artial or total annulment opublic procurement
procedures. The number of contracting authorities not complying remains stable at below 1%
of all decisions taken. In the first ten months of 2018, the Republic Commission did not issue
fines to contracting authorgs for failure to comply with its decisions and orders. It took a
number of other decisions in line with its broad mandate, includéaogsionson complaints

about theconclusionof contracting authorities in 156 cases during the given period.

The implementation capacity of the Republic Commission remains stable with 58 staff
members, eight of which are elected officials. The Republic Commission has not used its
power to initiate and conduct misdemeanour procedures in the first instance because of
inconsisencies between the procurement and misdemeanour legislation. This impedes the
access of contracting parties to judicial review by the Republic Commission in this field.

Admini strative courts6 capacity to dendl wi t
proceedings are very lengthy.

6.6. Chapter 6: Company law

The EU has common rules on the formation, registration and disclosure requirements of a
company, with complementary rules for accounting and financial reporting, and statutory
audit.

Serba has agood level of preparationin company law.Some progresswas made by
adopting amendments to the law on companies. The Commission recommendations from
2018 were only partially implementetid remain valid.

Serbia should pay particular attentionte toming year to:
- improve further alignment with the company laaquis

- align the accounting and statutory audit legislation withaitguisand ensuring adequate
funding and resources for the public audit oversight system.

In June 2018, amendments to tt@mpany law were adopted, aimed at further alignment

with theacquison shareholder rights, on sanctions for 1distlosure of financial statements,

and in particular with the provisions on crdssder mergers. They alsccinde provisions on

the formation of European Company and European Economic Interest Grdiggngjation

on cmpany takeovers is largely in line with thequis.Ser bi adés Cor porate Go
is based on EU bestrractice and OECD principle$he Sebian Business Registers Agency

acts as a onstopshop, providing a unique registration and tax identification number to
companies and ensuring public access to informaBorce October 201&8he Agency offers

the possibility toincorporate singlenemberlimited liability companies electronically. The
database of companies in the business register should be ready to interconnect with EU
Member Statesd bus i nkarther alignengnt is neededson fransparency f ut
requirements for listed cqmanies.

Concerningcorporate accounting and auditing, new legislative amendments are being
prepared, aimed at furthacquisalignment in these areas. Statutory audit is mandatory for
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annual financial statements of large and medsimed companies, and penalties for non
publication are in place. There are also specific requirements for the statutory audit of public
interest enties. Reorganisation of the public audit oversight system is underway, the priority
is to redefine the role of the supervisory body. Due attention should be paid to requirements
for quality assurance, investigations and penalties relating to potarest entities, as well as
ensuring adequate funding and resources. Serbia applies International Financial Reporting
Standards (IFRS) and the IFRS for small and mediirmmd companies. Mandatory
application ofinternational Standards on Auditing also applies.

6.7. Chapter 7: Intellectual property law

TheEU has harmonised rules for the legal protection of intellectual property rights (IPR), as
well as rules for the legal protection of copyright and related rights. Rules for the legal
protection of IPRs coverfor instance, patents and trademarks, designs, biotechnological
inventions and pharmaceuticals. Rules for the legal protecti@omfrightand related rights
cover, for instance, books, films, computer programmes and broadcasting.

Serbia has good levelof preparation on intellectual property rights. There has besame
progresswith the adoption of the amendments to the law on patents and adoption offa new
strategic framework for 2018022, focusing on enforcement. The Commission

recommendations from 281were not fully implementeandremain valid.

In the coming year, Serbia should in particular:

- adopt the copyright and related rights law, the law on topographies of semiconductor
products and amendments to the law on trademarks

- strengthen enforcement, by improving capacities and coordination of different
stakeholders.

Adoption of the new law oropyright and related rights and the law on the protection of
topographies of semiconductor products has been further delayed. Thes govcadopting
legislation in this area remains very slow.

Onindustrial property rights , amendments to the law on patents were adopted in December
2018, aiming to align with the EU Patent Directive and the EU Directive on the legal

protection of biotechrlogical inventions. Amendments to the law on trademarks have not

been adopted yethere has been no development as regards alignment with the EU Directive
on protection of design and with the trade secret EU Directive. The Intellectual Property
Office renains relatively well staffed and efficient in registering trademarks.

Concerningenforcement the capacity of the Market Inspectorate has been stable with 49
market inspectors specialised in the field of intellectual property. In 2018, the number of
countefeit and pirated goods confiscated by the Market Inspectorate increased, as well as the
number of requests submitted to it by economic operators. The number of the customs officers
specialised in intellectual property protection decreased slightly tdHelnumber of items
detained by the customs administration decreased while the number of items destroyed
increased. In April 2018, the customs administration put into operation the electronic database
regarding the protection of IPR at the borders, in at@we with the new customs law. In
2019, the number of inspectors specialised in IPR within the tax administration was reduced
to 4, in accordance with the Tax Administration Transformation Program and the relocation
of noncore activities. The number ddoftware legality checks performed by the tax
administration significantly decreased in 2018. Capacity of the judiciary to handle IPR cases
is still low, due to the low level of specialisation of judges in this field.
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In October 2018, the government adopted a new strategic framework for intellectual property

rights (IPR) for the period 2018022, which focuses on enforcement. IPR legislation has yet

to be aligned with the EU Directive on the enforcement of intellegragerty rights. The

permanent coordination body for the enforcement of IPR did not meet in 2018. Its working

groups were only active as regards the new strategic framework. They did not carry out any

awareness raising activities mformation exchange fo IPR enforcement. The Intellectual

Property Office has continued to operate an education and information centre, which provides
training on IPR to SMEs, enforcement institutions, and research and development bodies and

was engaged in different awarenesssing activities. Coordination among different

institutions involved in IPR enforcement requires further strengthening, notably through

adequate IT infrastructure.
6.8. Chapter 8: Competition policy

EU rules protect free competition. They include anstrrules against restrictive agreements

between companies and abuse of dominant position, and include rules on concentrations

between companies, which would significantly impede competiidrrules also set out a

system of State aid control. Governmeats only allowed to grant State aid if restrictive

conditions are met, with a view to preventing distortion of competition.

Serbia hasome level of preparation/ is moderately preparedin the area of competition

policy. No progresshas been made in the field of legislative alignment and enforcement of
state aid rul es. Last year6s recommendat.

In the coming year Serbia should in particular:

- make significant progress in the alignment oflégislation on State aid, in particular

ons

repealing the exemption of companies in the process of privatisation from State aid rules,

in line with its obligations under the Stabilisation and Association Agreement (SAA); take
additional steps to align existingchemes, in particular the fiscal state aid schemes

(namely the Law on corporate income tax, the Law on personal income tax and the Law

on free zones) with thecquis;

- increase substantially the budget of the Commission for State Aid Control (CSAC), as

well as its enforcement powers, to ensure its independence and effectiveness;

- align the law on multilateral interchange fees and special operating rules fdrasmd
payment transactions with tlaequisand SAA obligations.

Antitrust and mergers

The legidative framework remains broadly in line withthe acquis and the relevant
provisions of theSAA. The law on protection of competition provides &t antecontrol of

mergers, following the principles of the Merger Regulation. A new competition law has yet to

be finalised and adopted.

On theinstitutional framework , the Commission for Protection of Competition (CPC) is the
main institution responsible formplementing the legal framework. It is an operationally

independent authority.
Regardingenforcement capacity,the CPC has 53 employees of which 34 are-basellers

with a good level of expertise. Amplementation, the number of antitrust cases and the

relative size and significance of companies under investigation continued to increase. From
January 2018 to February 2019, the CPC adopted seven decisions on restrictive agreements

and two on abuse of dominance cases. The level of fines imposed durimegribc has

increased reaching the combined level of fines imposed in the previous 2 years at over
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EURS3.8 million. In the given period, the CPC has not prohibited any merger and has imposed
remedies in only one case. Tehaad pGbkcCongpaniesn v e s t
further contributed to improving its credibility apdiblicimage. In 2018, the CPC launched

two sector enquiries covering tyre and cement markets. Competition advocacy activities
continued to increase. The CPC issued three opirmondraft legislation in the fields of
trademarks, road transport of passengers and free access to information. More generally, the
CPC should be consulted on all draft laws concerning competition, such as the law on
multilateral interchange fees and spédperating rules for cafidased payment transactions.

Article 9 of this new law, adopted in June 2018, is not in line withabguis and not

compliant with the SAA. Generally, a preferential treatment favourable to the incumbent
operator on the market hot contributing to the achievement of competition policy objectives

and to the alignment with trecquis The CPC6s decisions have be
appealcourts; however, the capacity of the judiciary to handle complex competition cases
need to be strengthened significantly by increasing the number of judges with expertise in
this field.

State aid

As regards théegislative framework, the law on State aid control broadly reflects Articles
107 and 108 of the TFEU and the relevant provisiohshe SAA. However, provisions
providing exemption from Stataid rules for companies undergoing restructuring and
privatisation are not compliant with the SAA and not aligned withattguis Existing aid
schemes, including the fiscal Statiel schemes art of the law on corporate inconte, the

law on personal income tax and the law on free zones need to be aligned \aithyutseTo
comply with the SAA, the CSAC needs to step up its efforts to provide European
Commission with information on a numbof individual decisions approving large amounts
of Stateaid to major operators in the economy, in line with its obligation under Article 73(5)
of theSAA. The regional aid map has yet to be drafted.

On theinstitutional framework , the CSAC igesponsible for implementing the law on state
aid control. The five members of the CSAC are mostly appointed bgraiding ministries
and its secretariat is administrativgdgrt of the Ministry of Finance. As a result, the CSAC
cannot be considered agavationally independent, as required by the SAA.

The enforcement capacityof the CSAC remains very weak and insufficient with only four
full time employees in its Secretariat. The
to hire additional quahéd staff and thus to enable it to perform its mandate. There was no
progress made amplementing the law on State aid. From January 2018 to February 2019,

the CSAC took 64 decisions upon notification and another 15 decisi@xspostprocedure

(illegal aid). However, the CSAC has not yet taken a single decision prohibiting state aid nor

a decision in favour of recovery. Monitoring of compliance in this area needs to be
significantly strengthened, I ncl udi ofg@gidcompl i
The CSAC should also closely monitor the implementation of intergovernmental agreements
concluded with notEU countries, which should not provide for exemptions from national
legislation, including fiscal legislation and State aid control. Serb&ds to ensure that aid
granted to the steel miBmederevdefore its assets were privatised is claimed and recorded
when liquidating the companiyn January 2019, the commercial court dealing with the case
declared the bankrupcy oG e | e Srmedaevo. fie claims have yet to be formally
recognised by the courwareness of State aid rules among stakeholders remains low,
especially among the authorities granting aid. This is particularly highlighted by the low
number of CSAC decisions that were appealgdirst. Advocacy activities need to be
significantly stepped up in order to increase the number of ex ante notifications.
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Liberalisation

In 2018, the CPC reached a significant decision relating to abuse of dominant position by one
large public company. Eafcement of competition rules on public companies needs to
continue. There are no monopolies of a commercial character within the meaning of Article
37 of the TFEU.

6.9. Chapter 9: Financial services

EU rules aim at ensuring fair competition between #mal stability of financial institutions,
namely banking, insurance, supplementary pensions, investment services and securities
markets. They include rules on authorisation, operation and supervision of these institutions.

Serbia remainsnoderately preparedin the area of financial serviceSome progresswas

made in this field. Last yeard6s recommendat.

- take additional steps to align with the banking capital requirements framework
(CRR/CRD IV and upcoming CRR2RD V) and the Solvency Il Directive in the field pf
insurance.

On banks and financial conglomeratesin June 2017, the National Bank of Serbia (NBS)
introduced the Basel Ill standards and continues to monitor their implementation by banks.
Following theadoption of the amendments to the Decision on Reporting Requirements for
banks, the NBS is monitoring the leverage ratio. As a result of the implementation of the non
profitable loans resolution strategy adopted in 2015;profitable loans are at a lowJel of
EURL1.2 billion, representing 6.4% of total loans. In order to align with the international
Financial Reporting Standard (IFRS) 9, in July 2018 the NBS adopted amendments to the
decision on consolidated supervision of a banking group, introducowsfms concerning
minority interest and additional tier 1 and tier 2 instruments issued by subsidiaries.
Legislation on financial conglomerates has not been adopted yet.

With regard toinsurance and occupational pensionghe NBS adopted amendments he t
strategy for the implementation of the Solvency Il Directive in March 2018, increasing the
number of quantitative impact studies and modifying the requirements on regulatory reporting
according to the Solvency Il regime. Human resources capacitiedbbanestrengthened in
order to implement the strategy. There were no developments on alignment with the Directive
on the activities and supervision of institutions for occupational retirement provision in the
areas of crosborder activities, investment e and regulation of technical provisioibere

were no developments as regdiidancial market infrastructure .

In the securities markets and investment servicesamendments to the law on financial
collaterals were adopted in June 2018, regulating seédoa®s, financial derivatives and repo
markets. The Ministry of Finanée administrative capacity to regulate securities markets
remains weak.

6.10. Chapter 10: Information society and media

The EU supports the smooth functioning of the internal market for electronic
communicationsglectroniccommerceandaudio-visual servicesTherules protectconsumers
andsupportuniversalavailability of modernservices.

Serbia ismoderately prepared in the field of information society and med#ome progress
was made in the past year, in particular regarding the Digital Single Market and in the [area of
information society and-government. However, the recommendations of the previous report

have not been met.

In the coming year, Serbia should in particular:
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- harmonise its legislative framework in electronic communications with the 2009 EU
regulatory framework;

- ensure financial and operational independence, of the regulators for electronic
communication and postal services (RATEL) and for electronic media [REM

- take measures to ensure implementation of competitive safeguards and facilitate| market
operatorbés access to telecommunication i nf
fixed telephony infrastructure).

In line with EUGs Digital Single Market objectives,progressvasmadewith the adoptionin
April 2018 of the next generatiometworksstrategyuntil 2023, promotingcloud computing
andthed | n t cf T m ie nragwelbasthe developmenbf 5G mobile systemsSerbids digital
economicgrowthis steady; howevera more holistic and coherentapproacho digitalisation,
andeffectivecoordinationof stakeholderarerecommended.

In thefield of electronic communicationsand information technology, alaw on electronic
communicationgo align Serbianlegislationwith the 2009 EU regulatoryframeworkhasyet
to be adopted The financingof the telecomregulatoryagencyis still notin line with the EU
acquis Administrative and inspectioncapacity of the line ministry backslid, in particular
whenit comesto inspections Staff turnoverremainsa concern.Authoritiestook partin the
preparation®f the RegionalRoamingAgreementindsignedtheagreemenin April 2019.

The Europearemergencynumber112, alongwith its financing structure,hasyet to be put
into operation.

No progresscan be reported regarding the strengtheningof RATELG financial and
operationalindependencelts administrativecapacitieshave slightly improved; howevera

further increase is needed Concerningimplementationof competitive safeguards RATEL

has deregulatediive and ex ante regulatedfour relevantmarkets,designatingd si gni f i c an
market p r o v i fdrecallstérmination in fixed telephony, call termination in mobile

teleplony, broadbandaccessand accesso infrastructure.Difficulties with userso per at or s 6
accessto infrastructure, cables, ducts, antennasand optical fibres persist, as well as
restrictionsimposedby the legislationin environmentabndmunicipalplanning, particularly
atalocallevel. The 900 MHz radio-frequencybandwidthremainsunassigned.

In the field of information society services progresswas made in strengtheningthe
coordinatiorrole of the newly establishedffice for IT ande-governmentwhich reportto the
PrimeMinister. The Law on e-governmentvasadoptedanda newinformationsystemlinking

the six biggestdatabasesn Serbiawas established Progresswas made with the further
introductionanddevelopmenbf e-servicesat the nationale-governmentportal, the launching
of an Open Data Portal and the enhancednteroperabilityof public registersproviding for

easierexchangeof dataand the upgradingof the datacentre.In April 2018, the Law on

electronicadministratiorwasadoptedn orderto presenian umbrellaregulationthat governs
the useof informationtechnologiedy the public administrationpoth at stateandlocal self

governmentevels.Full harmonisatiorof thelaw on information security with the Directive
on networkandinformation systemss pending.

No progress was made audio-visual policy in the reporting period. The Law on electronic
media regulates media services for both commercial and public service media. The law
defines the Regulatory Authority of Electronic Media (REM) as an independent regulatory
body authorised to draft a stratefyr the development of radio and audisual media
services, issue licences for providing media services, monitor and penalise media service
providers, draft secondary legislation and manage the Register of Media Services and the

66



Record of OrfDemand Med Service Providers. Since 2015, REM has delayed the adoption
of a new strategy for the development of radio and audiosal media services in line with

the law. REM is also failing to effectively monitor and penalise broadcasters that do not meet
all programme content obligations under the law.

The REM Council takes decisions on al/|l I Ssue
members. However, the Council still operates with only six members for more than 2 years
and with an Acting President tife Board for 3 years.

The legislation establishing sources of financing for the public service broadcasters needs to
be improved. The amendments to the Law on public media services and the Law on the
temporary regulation of the collection of the fee foe public service media, adopted in
December 2015 as a temporary solution, are still in place. These are causing further
uncertainty over the editorial independence and stable financing of the public broadcasters
Radio Television of Serbia and Radio Magon of Vojvodina.

In 2018, RTS introduced five minutes of TV news in Albanian, which is a first step in
fulfilling its obligation to produce and broadcast programme content intended for national
minorities.

The Ministry of Culture and Media has beerayphg a proactive role in promoting and
supporting media literacy initiatives. In an effort to systematically improve this area, the
Ministry formed a working group tasked with developing a manual for the promotion and
development of media literacy in pomiversity education (prechool, primary and secondary
education).

6.11. Chapter 11: Agriculture and rural development

The common agricultural policy supports farmers and rural development. This requires
strong management and control systems. Theralagecommon EU rules for quality policy
and organic farming.

Serbia hasome level ofpreparation in the area of agriculture and rural developm@&uod
progresswas made by adoptintpe action plan foacquisalignment in agriculture and rura
development and implementing tHastrument for Pr@accession Assistance for Rural
Developmenprogramme (IPARD Il)In the coming period, Serbia should in particular:

- continue to implement the measures entrusted undelP®RD Il programme and seek
entrustment with budget implementation tasks for other measures of the programmyg

117

- proceed with implementation of the action plan &quisalignment in agriculture and
rural development.

As regardshorizontal issues the Natonal Programme for Rural Development for the period
20182020 was adopted in July 2018. In October 2018, the government adopaetiats

plan for transposing, implementing and enforcing thequis in agriculture and rural
development. This action plamdludes a detailed timetable for the establishment of the
Integrated Administration and Control System with steps underway for a pilot Land Parcel
Identification Project. Direct support measures will need to be brought in line wittdiués
decoupling fom production and linking payments to crassnpliance standards. The Farm
Accountancy Data Network has been established but its sample size needs to be expanded and
its overall capacity develope8erbia has a farm advisory system in place.

In the area bthe common market organisation umbrella legislation has been prepared
aligning towards theacquis across agricultural markets. Legislation providing further
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alignment with theacquisin the wine sector was adopted and work is underway in the area of
marketing standards for the fruit and vegetable sector.

On rural development, implementation of the EU pi&ccession programme for rural
devel opment (1 PARD 11) tneestrnenta in elsysicdl agsetstoivo  me
agricultural holding® adhldn veets tnnphysical assets concerning processing and

mar keting of agri cul.Enrusenent farnwd additiosah reeaspiesp r o d u
OFarm DiversificatiomnddedhBusah&®sxpebteditaa h o p the
be submitted mi2019. ThelPARD Agency should continually improve its operational

system in order to ensure a timely use of the annual financial allocation from the EU.

Progress is ongoing in the area gpfality policy. Legislation in the area of agricultural
products and foodstis and in the wine sector is being aligned with &oguis which will
facilitate further policy development in these fields.

As regardsrganic farming, a plan for the development of organic production, defining goals
and measures, was adegp as an integral part of the National Programme for Rural
Development. However, further alignment with #eguison organic production is needed.

6.12. Chapter 12: Food safety, veterinary and phytosanitary policy

EU hygienerules for foodstuffprodudion ensurea high level of food safety.Animal health
and welfare and the safetyof food of animal origin are safeguardedogetherwith quality of
seedsplant protectionmaterial, protectionagainstharmful organismsandanimalnutrition.

Serbia ismoderately prepared in the area of food safety, veterinary and phytosanitary
policy. Some progresshas beemmadein implementing recommendations of the previous
report, in particular with the accreditation of the reference laboratory for milk testing.
However,Serbia has not yet implemented all recommendations of last yetre Icoming
year, Serbia should in particular:

- develop a comprehensive strategy for transposition, implementation and enforcement of
theacquison foodsafety, veterinary and phytosanitary policy;

- substantially strengthen the administrative capacity of the veterinary, phytosanitary and
national reference laboratories directorates and retain highly competent staff;

- consistently apply and improve the risksed approach to sanitary control at borders.

In the areaof general food safety, Serbiastill needsto adopta strategyand action plan for
full transpositionof the acquis Serbiashouldincreasethe effectivenesf official controls,
improve the risk-basedapproachat bordersand put in place audit of inspection staff.
Integratedmultiannualcontrol planshaveyetto bedrafted.

On veterinary policy, annualprogrammesonsistingof animal health protectionmeasures
for 2018 were adopted.Serbia has yet to decide on an acquisharmonisedapproachto
combatingclassicalswine fever. The multiannualprogrammeto eradicaterabiesin wildlife
was successfullyimplementedin 2018. Some steps have been taken towards improving
staffing of the VeterinaryInspecoratethroughdelegationof duties.This shouldbe followed
up by further strengtheningthe Veterinary Directorate,including its policy departments.
Animal welfarelegislationis yet to befully harmonisedvith the EU acquis The enforcement
of legislatian on animalwelfare,in particularat slaughterneedgo improve.

Serbiaadoptedamendment$o the laws on food safety,plant protectionproducts planthealth
andplantnutrition productsandsoil enhancersall aimingat furtheraligningwith theacquis
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In relation to the placing of food, feed and animal by-products on the market, Serbia
adoptedthe decreeon categorisationand upgradingof establishmentswhich is yet to be
implemented.The strategyfor managemenodf animal by-productshas yet to be adopted.
Although adopted the nationalmonitoringand control programmefor food of animalorigin
hasnot beenyetimplemented.

Onfood safety rulesandspecific rules for feed the permitted level of aflatoxins in milk has
remained five times higher than permitted byadkquis The national reference laboratory for
milk testing was accredited in December 2018. Institutional sustainability of the National
Reference Laboratorid3irectorate and its adequate staffing should be ensured as a matter of
priority.

In the area ophytosanitary policy, the Phytosanitary Directorate is critically understaffed.
Annual programmes of plant health measures were adopted. While certaimetagés to
evaluation of plant protection products have been delegated, the related framework legislation
has yet to be aligned with th&cquis A legal framework and a system for control of
sustainable use of pesticides and a national action plan toerédaeigmpact of pesticide use

are not yet adopted. There was no progress on adopting the framework legislation on
genetically modified organismsalignedwith theacquis

6.13. Chapter 13: Fisheries

The common fisheries policy lays down rules on fishememagement, protects living
resources of the sea and limits the environmental impact of fisheries. This includes setting
catch quotas, managing fleet capacity, rules on markets and aquaculture and support for
fisheries and coastal communities.

Serbia ismoderately preparedin the area of fisheriesimited progress has been made in
the reporting period, particularly on statistics collection. Serbia has not yet implemented the
recommendation of the previous report.

In the coming year, Serbia should in pautar:

- adopt an action plan that will ensure full compliance with the requirements atdjes
by the date of accession, in particular regarding organisation of the markets, aquaculture,
data collection and control measures against illegal, unreported and unregulated fishing.

Serbia should in particular start strengthening its policy formulatiop/ementation, and
enforcement capacitieStructural measuresare not yetin place for smailkcale or inland
fisheries. Legislation is yet to be adoptedroarket support. Statistical data collection on
aquaculture for 2017 was carried out in line witke #tquis Data collection for fish and
fishery products including in terms of methodologiy is largely aligned with thecquis

with the exception of the collection of so@conomic data, which still needs to be aligned.
Serbia shouldmplement the rulebook on catch certification and bring its legal framework
into full alignment with theacquison illegal, unreported and unregulated fishingas soon

as a solution has been found regarding the fish catch certificate issue.

6.14. Chapter 14 Transport

The EU has common rules for technical and safety standards, security, social standards, State
aid and market liberalisation in road transport, railways, inland waterways, combined
transport, aviation and maritime transport.

Serbia has @ood kvel of preparation in this area.Good progresswas made during th
reporting period, particularly in the field of rail reform, which remains a priority.
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In the coming year, Serbia should in particular:
- improve road safety by taking measures to redueditias and serious injuries;

- focus on implementing rail reform including market opening, the network state
infrastructure management and market monitoring, as well as strengthen the capa
the regulatory body for railways;

- implement connectity reform measures, in particular advance in intelligent trang
systems (define the strategic framework, adopt legislation, and improve capac
implementation and enforcement); improve maintenance of road and rg
infrastructure in line with @dible and costed plans; and facilitate border crog
procedures for rail and road transport.

As regards thgeneral transport acquis key strategic documents for the transport sector are

in place. However, there is a need to revise the overall transport sector strategy and the
strategy for the transport of dangerous goods; strategies for air and road transport need to be
prepared. Th&eneral Transport Master Plan 268327 should be updated reflecting new
developments. Strategic documents should be based on option analyses and be costed.

Serbiabs | egi sl at i oanquisos surhnoettitey arrangemaents.dnd2018,i t h
Serbiaachieved a high level of alignment with thequison public services obligations in the

field of rail transport while this has yet to be realised for road transport. The methodology for
calculating the compensation and award of the public service ctnsiaculd be updated.
Amendments to the law on accident investigations for air, rail and waterborne transport from
October 2018 provided further alignment with EU legislation on railway safety.
Administrative capacity for all modes of transport need ttulteer strengthened.

On road transport, Serbia has a satisfactory level of alignment. In 2018, Serbia further
aligned its legislation on transport of dangerous goods, training of professional drivers,
certificates of pr of e s ificatom carids andowoikiegt tien@scok , dr
vehicle crews engaged in road transport and tachographs. Legislation on road freight and
passenger traffic is well aligned with EU law. In early 2019, Serbia further increased its
alignment regarding market access fayods, passengers and pricing by adopting new
legislation in road freight transport regarding the road haulage market, goods carriage rates
and criteria for access to the occupation of national and international road transport operators.

The previously risig trend of fatal road traffic accidents was reversed, with the number of
accidents falling since 2016. However, the number of road accidents with injuries increased in
2017 before falling again in 2018. The number of road fatalities is still significaintiye the

EU average. Further efforts ar e needed t o
implementing and enforcing legislation related to the safety of vehicles and to the behaviour
of road users, by proper road design and maintenance, includirgnbeal of blackspots, as

well as by education and awareness raising. The number of roadside checks slightly declined
in 2018. Strengthening the enforcement capacity of inspection officers and implementing
penalties for infringements of the Agreement conitey the Work of Crews of Vehicles
Engaged in International Road Transport (AETR) remain a priority. In May 2018, Serbia
adopted provisions on the framework for the deployment of intelligent transport systems. An
overall strategy on this is yet to be adampand capacities need to be strengthened.

Facilitating bordeicrossing procedures and improving the road maintenance system continue
to be priorities, including the adoption of a multiannual maintenance plan for the core
network. Performanebased maimnance contracting should be continued and
responsibilities in the area of road maintenance should be further clarified. The issue of road
charges potentially discriminating against foreign operators needs to be addressed.
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On rail transport, Ser biralivays certsisttoke a holding company and separate
subsidiaries for infrastructure management, passenger and freight operations.ofVork
ensuring the operational and financial sustainability of independent railway
service/infrastructure operators is ormgpi Serbia regularly updates its railway network
statement. The methodology for track access charges needs to be updated. Further efforts are
needed to ensure full compliance with both #itguisand Ser bi adés negoti at
Serbia continues to makgood progres®n rail market opening with five private freight
companies operating on the market in early 2019 but further efforts are required to ensure full
opening of the rail market, including on the issuance of train drivers licenses and safety
certificates for railway undertakings and mutual recognition of the rolling stock.

In May 2018, Serbia adopted new laws on railways, railway safety and railway
interoperability achieving a high level of alignment with EU legislation on establishing a
single Euopean railway area. Further improvements regarding training capacity, examination
methods and licensing procedures are still pending as is the publication of the remaining
technical specifications for interoperability. Sustainable and costed railwaytrinétase
maintenance plans need to be developed. The Railway Directorate in its function as a
regulatory body and safety authority needs to be further strengthened and its decisions
implemented.

Legislation onmaritime transport is well aligned with theacquis Ser bi ads | aw on
navigation complies with thacquison vessel traffic monitoring and information systems.
Serbia should continue implementing provisions of the international conventions.

In inland waterway transport, Serbia has a highuel of alignment. The river information
services system is operational and highly interoperable with systems in EU Member States. It
was upgraded by installing navigational aid systems along the Danube River. An authority
responsible for inland waterwayasibeen set up within the line ministry. Serbia continues to
actively participate in the EU strategy for the development of the Danube Region. It has
signed the main international agreements on inland waterways and bilateral agreements with
neighbouring contries. Serbia needs to strengthen its administrative capacity and make
improvements to the river ports network statement.

Serbia has a good level of alignment with thequis on aviation. It has progressed
considerably with implementing the first and fpaf the second transitional phase of the
European Common Aviation Agreement. On the Single European Sky (SES), Serbia
completed transposition and local implementation of SES | and SES Il on air traffic.
Legislation on aviation safety is being further akd. Lifting the suspension of articles on the
licensing of air carriers and engaging on the normalisation of the lower airspace regime over
Kosovo remain important priorities.

There is no specific legislation @ombined transport. This mode should be cexed by the
overall transport strategy expected to be adopted in Q4 2019. Stimulation measures to
promote combined transport were introduced in 2018.

6.15. Chapter 15: Energy

EU energy policy covers energy supply, infrastructure, the internal energyetpark
consumers, renewable energy, energy efficiency, nuclear energy, nuclear safety and radiation
protection.

Serbia ismoderately prepared in this field. Limited progress was made in a number of
areas. However, as regards energy market reforms in particular, the shortcomings have not
been properly addressed.
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In the coming year, Serbia should in particular:

- fully unbundle and certify Srbijagas and Yugorosgaz and developetdran in the gas

market as well as implement the conditions requested by the Energy Community
Secretariat on the exemption of Gastrans, in particular the measures that increase |liquidity

on the gas market and ensure tipatty access to parts of theamneapacity;

- fully implement the connectivity reform measures as committed to under the Conne
Agenda;

ctivity

- strengthen human resources capacity and promote investment in energy efficiency

including through establishing a sustainable financing system rahdte reforms ta

introduce costeflective electricity tariffs fully taking into account investment needs,
climate change commitments and social security implications as well as reform electricity

price regulation accordingly.

Serbiahasa high level of alignmentwith the EU acquison security of supply includingon
emergencyoil stocks.In 2018, Serbiaadopteda long-term plan to establishand maintain
emergencyoil stocks. Oil stocks increasedslightly comparedto the previous year,
correspondingat the beginningof 2019,to 19 daysof averagedaily consumptionHowever,
thelack of gasmarketreformscould affect securityof supplyin the gassector.In September
2018, the Serbian parliamentapprovedthe removal of the destinationclause from the
intergovernmentalagreementon gas supply betweenSerbia and Russiain line with EU
legislation.The clausestipulatedthat the gassuppliedunderthe agreementvasintendedfor
usein the Serbianmarketonly, therebyrestrictingthe territory to which the Seibian buyer
could sell the gas. In December2018, the ministry adopteda preventivegas action and
emergencylanusingelementf thenew EU regulationon the securityof gassupply.Serbia
continued with preparatory activities to upgrade the TransBalkan electricity corridor.
Preparationgor building the gasinterconnectowith Bulgaria continued.Activities needto
acceleratén 2019in orderto achievethe commissioningscheduledor May 2022.

In October2018,the energyregulatorAERS grantedan exenption for the Serbianpartof the
0 T uStréam2 §Gastransprojectfrom rulesof the third energypackageln February2019,
the Energy Community Secretariatset out conditionsto ensurethe complianceof this
exemptionwith the third energypackageandin particularthat a largershareof the pipeline
capacityremainavailablefor the marketin Serbia.In March 2019, the regulatorissuedthe
final exemptiondecisionwhich only partly reflectsthe conditionssetandthusdoesnot ensure
compliancewith thethird energypackage.

The energyagreementetweenSerbiaand Kosovo must be implementedwithout further
delayin orderto avoidthis longstandinglisputefrom havingfurtherconsequence®r energy
stability and security in Serbia, Kosovo and countries across Europe.Following the
completionof the registrationof ElektroseverSerbianeeddo file for the licensingprocessn

Kosovoasa matterof urgency.Serbianeeddo setup regionallycoordinatecauctionswith its

WesternBalkanneighbous.

As regardsthe internal energy market, S e r bpgrimadydegislationis compliantwith the
third energypackageThe wholesaleelectricity marketand day-aheadmarketsarefunctional
and trading volumes on the organisedpower exchangemarket increasedin 2018. The
electricity balancingmarketis alsofunctional,althoughit hasonly oneproviderof balancing
services Functionalunbundlingof the electricity transmissiorsystemoperatorEMS needso
becompletedn line with the EnergyCommunityTreatyrequirements.
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The unbundlingof EP S8 e r b staededwned electricity u t i | didtripudian ,system
operator has been formally completed. However, concerns related to the effective
implementationof functional unbundling related to independentdecisionmaking remain.
Serbiacontinuesto delaythe unbundlingof Srbijagas.Thereis no third-party accesgo the
gassysteminfrastructureof Srbijagasand Yugorosgaz.The unbundlingand certification of
Yugorosgazs not compliantwith the requirementf the acquisasruled by the Ministerial
Councilof the EnergyCommunity.

In the electricity and gas sectors,supply prices are deregulatedfor all customers,but

householdsaindsmallcustomersavetheright to be suppliedunderregulatedorices. Thenon

regubtedmarketaccountedor 44.4%of total enduserelectricity consumptiorand 73% of

total endusergasconsumptionin 2017.Some3.57% of deliveredelectricity quantitiesand
0.9%of gasquantitiesweresubjectto supplierswitchingin 2017.Thereis no timeline for the
phaseout of crosssubsidiesbetween network and supply activities of Srbijagas. The

recommendationsf the energyregulatorto adjustelectricity tariffs shouldbe implemented.
Tariffs also needto reflect the level of investmentand mainienancen the electricity sector
thatis neededor S e r benexgdasdclimatereforms.

The SerbianEnergy Agency is legally and functionally independenfrom any other public
entity; it hasyet to establisha track recordfor enforcingcomplianceof regulatedcompanies
with Serbianand EnergyCommunitylaw in all casesStaff levels shouldincreasefrom the
current41 staff memberdo 56 by 2020, asforeseerby the IPA technicalassistanceroject,
so the Agency canimplementall regulatoryresponsibilites underthe third energypackage
andthe newacquisupfront.

In hydrocarbons, Serbiahasyet to align its law with the HydrocarbonLicensingDirective,
especially regarding conditions for granting and using authorisationsfor prospection,
explorationand production.

The Renewable Energy Directive is partially transposedinto S e r b lava @dnsenergy.
Adoption of theimplementinglegislationon bio-fuelsis still pending,aswell asactualusein
the transportsector.S e r bnaterialsenewablegargetfor 2020is setat 27% of grossfinal
consumptionof energy.The latestdatafor 2017 show renewablesourcesaccountedfor a

shareof 20.6% of energyproduced,which is well below the 23.1%trajectoryof Ser b i

nationalrenewableenergyactionplan. Wind power projectsof 475 MW arecurrentlyin the
constructiorphase Serbianeeddo intensifyits effortsto switchfrom feedin tariffs to feedin
premiumsupportschemesaswell asto ensuretransparenproceduresor the connectionof
renewableenergyproducersto the grid in the framework of an auctionbasedprogramme.
Any furtherdevelopmenbf hydropowershouldbein line with EU environmentalegislation.

Serbiaachievedsomeprogressn energy efficiency throughadoptingsecondaryegislation
that implementsrules on labelling, amendmentgo the Law on efficient use of energy
improving energy audits and energy managementand the implementationof ecodesign
requirementsand secondaryegislationimplementingthis law. Furthersecondaryegislation
is necessaryo achievefull alignment,n particularwith the Directive on EnergyPerformance
of Buildings. In October2018, Serbiasubmittedthe secondannualreportunderthe Energy
Efficiency Directive. Sofar, therehasbeennegligibleimplementatiorof consumptiorbased
meteringandbilling in district heating,exceptfor new buildings.Humanresourcecapacityin
the Ministry of Mining andE n e r depabtraenfor energyefficiency slightly increasedut
remainsinsufficient. A new fee on energyefficiency was introducedin December2018; it
should provide urgently neededfunding for energy efficiency projects. A more strategic
approachandbetterintergovernmentatoordinationis requiredto fully implementthe acquis
andto establisha sustainabldinancing system.
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On nuclear energy, nuclear security and radiation protection Serbiads | egi ¢
partially in line with theacquis A new Law on radiation protection and nuclear safety was
adopted in 2019. The Convention on Nuclear Safety and theClamvention on the Safety of

Spent Fuel Management and on the Safety of Radioactive Waste Management entered into
force in 2018. Serbia adopted in 2018 a protocol with the International Atomic Energy
Agency related to the Treaty on the Nomwliferation ofNucl ear Weapons. Se
nuclear research reactors and one abandoned uranium mine are not licensed. An action plan
has yet to be drafted for decommissioning the research reactors. The licence for the waste
storage facility HBni Vi Seabwaés renewedr i ai t
i mproving the radiological and security situ
Protection and Nuclear Safety Agency is not sufficiently staffed to carry out its duties. By
February 2019, the nuser of permanent staff had further decreased to 21. Budget and salary

l evel s appear t o be I nsufficient to ensur e
inspectorate functions.

6.16. Chapter 16: Taxation

EU rules on taxation cover valtedded tax and>eise duties as well as aspects of corporate
taxation. They also deal with cooperation between tax administrations, including the
exchange of information to prevent tax evasion.

Serbia ismoderately prepared in the area of taxationSome progresswas madeon
legislative alignment, while the reform of the tax administration has slowly moved forward.
Last year s recommendandiremairsvaldier e not | mpl eme

In the coming year, Serbia should in particular:
- remove discrimination in the application ofcése duties on imported spirits;

- step up the implementation of the tax administration reform programme in order to
streamline the tax administrati@nactivities while ensuring sufficient human and|IT
resources for this purpose, improve tax collecind combat the informal economy;

- ensure that by the end of 2019 it signs and ratifies the OECD Multilateral Convention on
mutual administrative assistance in tax matters.

Legislation onindirect taxation was adopted in April 2018 and entered into forcdanuary

2019, introducing valuadded tax (VAT) reimbursement to restablished taxable persons.
Based on the rulebook on the form, content and method of keeping VAT records, a new
system for keeping records was introduced in July 2018. There has beethaolegislative
alignment with theacquisin the area ofdirect taxation. Despite some limited progress,
public consultations carried out before the adoption of tax legislation have again been
insufficient, not providing the business associations witbugh time to comment and thus
failing to strengthen predictability.

As regardsadministrative cooperation and mutual assistancein June 2018 Serbia
deposited its instrument of ratification for the Multilateral Convention to implement tax treaty
related measures to prevent base erosion and profit shifting, thus underlining its strong
commitment to preventing the abuse of tax treaties and base erosion and profit shifting
(BEPS) by multinational companies. The Convention entered into force as of 1 (xfi@Ber

Serbia has double taxation agreements with 27 EU member States. Serbia still needs to sign
and ratify the OECD Multilateral Convention on Mutual Administrative Assistance on Tax
Matters (MAC) before the end of 2019.
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On operational capacity and compterisation of the tax administration, electronic filing of

all tax returns has been finalised. Sustained efforts to fight tax evasion, notably on VAT and
excise duties, have continued and resulted in increased tax revenues. The tax administration
still lacks administrative capacity and the recruitment of new staff in 2018 only partly
addressed this issue. Implementation of the ZIIZ) general programme for transformation

of the tax administration, and revised 2E@®3 action plan for its implementatioashstarted

with core and noftore activities being separated. Progress remains slow and the neXt steps
the reduction of field offices and the improvement of risk manageinshould be stepped

up. A number of training sessions, notably within the franmrkvad the Fiscalis 2020 EU
programme, have been organised in 2018. Further efforts are still needed to improve the
predictability of tax decisions and services to tax payAppeal procedures against tax
administration decisions remain lengthy.

6.17. Chapter 17: Economic and monetary policy

EU rules require the independence of central banks and prohibit them from directly financing
the public sector. EU Member States coordinate their economic policies and are subject to
fiscal, economic and financiauieveillance.

Serbia ismoderately prepared and has established a good institutional and administrative
framework in the area of economic and monetary poli®yme progresswas made in
economic policy coordination, in particular in designing and implementing structural reforms.

However, the budgetary procedure has been weak. Not all recommendations of the 2018
report were fully implemented. In the coming year, Serbia shibwisl take further measures
to:

- improve the transparency of the budgetary process by complying with the budget calendar
and ensuring a meaningful parliamentary debate on budget issues;

- strengthen fiscal rules by making them more binding and capable ofremrliiscal
policy.

On monetary policy, the legal framework for the National Bank of Serbia (NBS) is well
developed; however, further efforts are needed to comprehensively ensure the NBS
independence, in line with the Edquis

With regard toeconomicpolicy, further alignment with the Directive on requirements for
budgetary frameworks is needed. The overall institutional environment related to the budget
process is still challenging. The budget calendar is not fully complied with, there was no
meaningll parliamentary debate on the 2019 budget, and the authorities did not submit the
final annual budget execution report to the parliament. The alignment of fiscal reporting with
the European System of National and Regional Accounts (ESA 2010) is incoraptete
progress in improving it remains slow. The monthly budget execution reports did not provide
information about large oreff budgetary items. Programme budgeting needs to be
strengthened and administrative and IT capacity reinforced. Fiscal ruleseaie mon
binding and unable to anchor fiscal policy. Although the authorities recognise the need to
strengthen them, work on that has largely stalled. The Fiscal Council is a respected and
independent institution that actively participates in debatesemagromic and fiscal policy.

The 20192021 Economic Reform Programme was submitted on time. lts analytical
diagnostics are good. The structural reform framework is coherent and sufficiently
comprehensive. However, as some reforms continue to lack ambitiviner efforts are
needed to improve the capacity for economic planning,-mtersterial coordination, external
consultations and timely implementation.
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6.18. Chapter 18: Statistics

EU rules require that Member States are able to produce statisticsd bas professional
independence, impartiality, reliability, transparency, and confidentiality. Common rules are
provided for the methodology, production and dissemination of statistical information.

Serbia ismoderately preparedin the area of statisticSome progressvas made in further
aligning some sectoral statistics with thequis The transmission of statistical data |to

Eurostat has continued to improve. The Statistical Office needs to retain highly qualified staff
and reruit additional staff to meet the obligations of #Euis Parts of tlhe Co
recommendations from 2018 have not been implememtddemain valid.

In the coming year, Serbia should in particular:
- adopt the new statistical law to increase the independence of the Statistical Office;

- improve compilation of macroeconomic statistics in line with the European System of
Accounts (ESA) 2010.

The legal framework forstatistical infrastructure is largely inline with the European
Statistics Code of Practice. The professional independence of the Statistical Office of the
Republic of Serbia (SORS) needs to be increased. The law on enhancing the professional
independence of the SORS has not been adopted abedrasurther delayed for a year. The
SORS needs to be further strengthened by increasing staff numbers and improving their skills.
The SORS has signed memoranda of understanding with a large number of the administrative
data providers, but further effortse needed to broaden and develop this cooperation. Data
transmission to Eurostat has further developed, but data coverage needs to be expanded. The
main classifications (NACE Rev. 2, ISA@B) are aligned with the Edcquis Registers are
updated regulayl

Concerningterritorial classification, Serbia has started compiling regional ESA 2010 data.
Estimates of regional GDP at NUTS 2 and 3 levels have been published by the SORS and
data transmitted to Eurostat.

Regardingmacroeconomic statisticsthe SORSontinued to compile quarterly and annual

GDP at current and constant prices. Quarterly sector accounts are not yet compiled. Serbia has
further advanced work on the compilation of suppde and inpubutput tables, however,
regular production of thesaliles needs to be ensured. The SORS transmitsqydidy

monthly data on international trade in goods in the required breakdown by mandatory partner
country. The NBS compiles the monthly and quarterly balance of payments, as well as
quarterly internatioal investment position data, in compliance with the Balance of Payments
and International Investment Position Manual (BPM6). It transmits annual data on
international trade in services in accordance with the Balance of Payments Vademecum. The
SORS continug to provide the Commission with notification tables for the excessive deficit
procedure (EDP) that are jointly prepared with the Serbian National Bank and the Ministry of
Finance. The quality and completeness of the EDP notification data and the gowernmen
finance statistics need to be further improved. Financial accounts need to be further
developed. Continued efforts are needed to produce the complete data required by the ESA
2010 transmission programme.

With regard to structurdbusiness statisticsdaf coverage is not yet fully in line with the
acquisbut methods for transmitting data have been established. Most of the data on internal
tourism and some data on national tourism is collected. For transport, road and railway data
are collected but need tee further harmonised with trecquis Air transport statistics are
already broadly compliant. Serbia fully complies with the Bthuis in research and
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development statistics. The Community innovation survey is conducted every two years and
the data are ent to Eurostat. The annual surveys on information and communication
technology fully meet EU standards and are carried out regularly for households/individuals
and businesses.

Serbia partially complies with thacquis on social statistics The survey orincome and

living conditions is carried out regularly in compliance with EU standards and data sent to
Eurostat. Social protection, labour market and labour cost statistics are in line vétutie

Serbia carries out the labour force survey (LBSgording to the regulations and timely
transmits good quality data to Eurostat, as well as provide timely and good quality LFS
quality reports (annual and quarterly). The LFS data for Serbia have been disseminated
regularly since 2018. The next structofeearnings survey is planned for 2019 and the SORS

is exploring the possibility of using administrative sources which would further improve the
harmonisation with the European statistical system. Work to produce statistics on job
vacancies is only progrsisg slowly. Public health statistics in line with #hequisare not yet

fully available (causes of death statistics are fully compliantexpenditure health care data

are highly compliant; expenditure health care statistics as well as Europeaniritealibw

survey data are missing). Statistics on external migration and asylum are collected by the
Ministry of Interior, and are only partly harmonised with the relevant EU requirerhéhés

first phase of law harmonisation has been completed, howevitef harmonisation is
needed. Serbia progressed in preparing the methodology and the technical specifications for
the next population and housing census in 2020/2021: the management structure for the
census has been established and the detailed plativifies has been drawn up. The SORS

has also intensified activities related to the 2019 pilot census project with two new data
techniques to be tested.

Regardingagricultural statistics, Serbia is highly compliant in producing crop statistics,
livestok meat statistics as well as milk and milk products statistics. Serbia has continued to
submit aquaculture data to Eurostat and is fully compliant with EU requirements in fisheries
statistics. Orchard survey data was sent to Eurostat in September 2Q48r Efforts should

be made in developing poultry statistics and continuing the development of a vineyard
register.

The annual and monthlgnergy statisticsare produced for all relevant energy sources: coal,
electricity and gas data are regularly trangeditWaste and water statisticshave been
collected and broadened, and data on waste treatment infrastructure are being submitted as of
June 2018. Somenvironmental accounts dataare produced.

6.19. Chapter 19: Social Policy and employment

Serbiais moderately prepared in the areaof socialpolicy andemploymentSomeprogress
was madein further aligning the legislationwith the acquis mainly in the areaof working
conditions.Regardindasty e a Cotmissiorrecommendationfyudgetallocationsfor active
labour market policies slightly increasedn 2018 albeit with still very limited coverageof
trainingmeasure$or the unemployed.

In the comingperiod,Serbiashouldin particular:

- ensureadequatdinancialandinstitutionalresource$or employmeat andsocialpoliciesto
moresystematicallyargetthe young,womenandlong-termunemployedandimprovethe
adequacyf socialbenefitsfor peoplebelowthe povertythreshold

- significantlystrengthernthe bipartiteandtripartite socialdialogueat all levels;
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- ensureconsistenimplementationof the labourand social welfare legislationthroughou
thecountry.

In thefield of labour law, the law of 2014is only partially alignedwith the acquis The Law

on streamlinecemploymenfor seasonalabourin specific economicactivities,which aimsto

regularisefor the first time seasonaWwork in agriculture,was adoptedin June 2018 and
enteredinto force in January2019. The Law on peacefulsettlementof labour disputeswas
amendedn June2018to extendits coverageand strengtherthe role of the relatedagency.
Severaldraft laws (amendinglaw on strike, new law on private employmentagencieshave
yetto be adopted The shareof undeclaredvork remainsat around20% andrequiresa more
comprehensiveapproach,also for nonagricultural employment.Labour inspectionshave
focusedon tacklingundeclaredvork, but the resultsdo not haveanimpactyet on thelevel of

thistype of work.

In the area ohealth and safety at work a strategy and action planrf20182022 were
adopted in December 2018. A number of specific pieces of secondary legislation
minimum safety and health requirements for the workplace, requirements related to use of
work equipment as well as personal protective equipihevdre adpted in December 2018

and January 2019 2018,the number of fatal injuries stood at 53, the highest number since
2016, with the majority of fatalities occurring in the construction industry; 30% of the victims
were nonregistered workers.

Social dialogue remainsweak, in particularregardingthe involvementof social partnersin

policy developmentselevantto them. Adjusting the legal frameworkand strengtheninghe
capacityof social partnersare still neededto foster the use of collective bargaining The
administrativebudgetof the Economicand Social Council further increasedn 2018.Some
progresswas madein tripartite dialogue, as consultationson the Economic and Reform
Programmaeand on the draft action plan for Chapterl9 took placewithin the Economicand
SocialCouncil.In the secondhalf of 2018,the minimum hourly wagewasincreasedy 8.6%
by meansof a governmentdecision,asconsensugould not be reachedwithin the Economic
andSocialCouncil.

Onemploymentpolicy, labourmarketindicatorsslightly improvedin 2018.The employment
ratefor 15-64 yearoldsincreasedrom 57.3%in 2017to 58.8%in 2018.Unemploymentvent
downfrom 14.1%in 2017to 13.3%in 2018, while the activity rateincreasedrom 66.7%in

2017to 67.8%in 2018. Youth unemploymentecreasedrom 31.9%in 2017to 29.7%in

2018but remainshigh. Long-termunemployedeople redundantvorkers,womenandyoung
peoplefaceseveralchallengesntegratinginto the labourmarket.Accessto the labourmarket
remainsparticularly difficult for the Romaand personswith disabilities.Budgetallocations
for activelabourmarketpoliciesslightly increasedn 2018,but they aretoo low to coverthe

number of jobseekers.Only about one fourth of registeredunemployedbenefit from a

measureand most measuresre oneoff activities suchasjob-searchtraining and job fairs.

The 2019 nationalemploymentactionplanwasadoptedn late Decembe2018.The national
employmenterviceis participatingin the experimentatiorof a benchlearningexercisebased
on the experiencalevelopedoy the EuropearNetwork of Public EmploymentServices.The

releaseof the first report on the implementationof the employmentand social reform

programmeas still pending.

Therewereno developmentasregardpreparationgor the European Social Fund.

In the area of social inclusion and protection, in 2017, 7.2% of the population was
consideredo be living in absolutepoverty (7.3% in 2016). About half a million peoplein
Serbiaare not able to meet basic subsistenceneeds.As in previousyears,thereis more
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povertyin rural areasthanin urbanones(10.5%vs. 4.9%), while the regionsof southand
easternSerbiaare especiallyhit with poverty.Inequalityin incomedistributionin Serbiais
thehighe$ amongall Europearcountriesconductingsurveysonincomeandliving conditions
(SILC), standingat 37.8%of Gini coefficientin 2017. The atrisk-of-povertyrateis 25.7%,
implying thatsomel1.8 million peoplearein poverty.A new strategyfor social protectionin
Serbiafor 20192025 andamendment$o the Law on socialwelfareare beingpreparedThe
coverageand adequacyof cashbenefitsto provide for essentialneedsis insufficient. In
addition, the quality of serviceneedsto improve, and oversightand regulatorymechanisms,
monitoringandevaluationshouldbe strengthened\o progressvasmadein locallevel social
care servicesor in the deinstitutionalisationprocess.The systemof earmarkedtransfers
introducedin 2016 by the social welfare law is still not implementedsystematicallyand
transparentlyBudgetaryallocationsare now available annually, but with no multi-annual
commitmentghatwould allow for the continuity of serviceprovisionatlocal level andfor an
evidencebasedsystemof priority settingand monitoringof results.Amendmentdo the Law
on pensionanddisability insurancevereadoptedn SeptembeR018.

In the field of non-discrimination in employment and social policy, the authoritiesstill
needto follow up ontherecommadationsof the Commissionefor the Protectionof Equality

on developingan antidiscrimination policy for employersin Serbia( 6 E q uGodeioft y

Practiced) .
In the area okqual opportunities between women and meim employment and social

policy, theemployment rate for men (44 years) is 13.6 percentage points higher and their
activity rate 14.5 percentage points higher

unpaid work in the household, including taking care of children, sick and/atyefople,
i nadequate support to women in reconcil

ing

discriminatory treatment of young women, the existing wage gap, lower statutory retirement

age, as well as the existence of a statutory minimum base faf smurance contributions,

which discourages formal paitne work. The highest number of employed women is found

among those who are highly educated.
6.20. Chapter 20: Enterprise and industrial policy

EU enterprise and industrial policy strengthens competitiveness, facilitates structural change
and encourages a businesgendly environment that stimulates small and medium size

enterprises (SMES).

Serbia ismoderately preparedon enterprise and induit policy. Some progressvas made
on extending support measures to SMEs.
implementedand remain valid.

In the coming year, Serbia should in particular:

- develop a comprehensive industrial policy based on Ebciptes and on using the
findings of the smart specialisation exercise;

Howe

- make efforts to improve the predictability of the business environment, with the emphasis

on involving business more directly in the process of regulation.

The main tool ofndustrial policy remains the strategy and policy for industrial development
20112020 adopted in June 2011. This horizontal and esestorial strategy has been only

partially implemented, focusing on restructuring and regional development rather than on

competitiveness. The work on the new industrial policy is at initial stage.

Concerning enterprise policy, the strategy to support the development of SMEs,
entrepreneurship and competitiveness 2PA80 is being implemented and remains a
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relevant policy document ithis area. A migerm evaluation of the strategy took place this
year, but the findings are not yet public and discussed. The findings of this evaluation should
be used in the preparation of a new strategy.

Serbia needs to increase predictability in thesitess and administrative environment,
notably for SMEs. To this end, the country should develop performance measurements for
policyyma ki ng activities and put more emphasis
principle. Adoption of the Law on fees ftire use of public goods in December 2018 has to a
large extent addressed the letimge issue of parafiscal charges by cataloguing all charges
under one law and abolishing some minor charges. However, the law also introduced some
new charges, the applicati@of which remains unclear. The regulatory impact assessment and

the SME test need to be systematically performed when formulating laws and secondary
legislation. In general, businesses need to be better informed about regulatory changes and be
actively invited to provide input in the process leading up to this regulation.

On enterprise and industrial instruments, Serbia continues to use budgetary subsidies for
newly-created jobs as an incentive for foreign direct investments. The lack of specialised
busiressrelated services limits the modernisation potential in domestic enterprises.
Favourable loans and guarantees for SMEs are provided by the Ministry of Economy and
Development Fund through joint programmes with commercial banks, including through
COSME ad IPA. New financial instruments need to be developed to better respond to the
needs of companies, particularly the most innovative ones. Payment discipline continues to be
weak. In response, Serbia should speed up alignment of its rules on paymemisjtinde
interest rates, expedited recovery procedures and compensation with the EU Directive in this
area.

In sectoral policies the current support for investment prioritises manufacturing. The new
industrial strategy should take into account the findingshe smart specialisation pilot
project and decide whether some sectors merit more support than others.

6.21. Chapter 21: Trans-European networks

The EU promotes trarSuropean networks in the areas of transport, telecommunications and
energy to strengthen the internal market and contribute to growth and employment.

Serbia ismoderately preparedfor transEuropean networksSome progressvas made 10
the 2018 recommendation on the gas interconnector with Bulgaria.

In the coming year, Serbia should in particular:

- revise the transport strategy in line with EU guidelines for the development of
transEuropean transport networks;

- strengthen administrav capacities for transposing, implementing and enforcing the
TransEuropean networkacquis

- accelerate preparations for the construction of the gas interconnector with Bulgaria
(design, technical documentation, tender documents).

On transport networks, Serbia remained an active participant in the Western Balkan 6
connectivity agenda, and has further progressed on implementing the connectivity reform
measuresSerbia continues to align its legislation on interoperability. Full alignment with
technical speifications for interoperability is still pending. Serbia must ensure that its
transport network projects including the railway projects on the Beldgdadapest and
BelgradeBar routes are implemented in line with the TENegulatory frameworkFuture
investments that are made in infrastructure need to fully comply with EU standards on public
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procurement, State aid and environmental impact assessments. Projects should be channelled
through a single project pipeline, confirming the strategic orientatiomartts the
transEuropean networksSerbia continued to improve its infrastructure for navigation in
waterways in 2018, also utilising Connecting Europe Facility funds.

The agreement on establishing the seat of the Transport Community Treaty Secretariat wa
adopted in February 2019. Serbia should now provide further support to ensure the conditions
are in place for it to take up operations swiftly. Implementation of the railway infrastructure
programme commenced. Adoption of an updated transport strategyillispending.
Construction of adequate infrastructure on the raillwagdercrossing between Serbia and
North Macedonia should be accelerated. On road infrastryciuseks to finalise the
upgrading of the Orient EaMed corridor continued, albeit witeetbacks. While it was
formally announced in September 2018 that works would begin on the Belgrade bypass,
financial closure is still pending and project documentation is still being prepared. In view of
the deadlines for completing the core and comprakemetworks in the EU 2030 and 2050
respectivelyi Serbia should harmonise its plans and prioritise investments in infrastructure
accordingly.

On transEuropean energy networks administrative capacities for transposition,
implementation and enforcemteof theacquisremain insufficient and need to be improved

and energy networks need to be upgraded in line with EU legislation onEumamgean
networks. Preparations continue to upgrade the TBafisan electricity corridor, the most
advanced part begnsection 2 between Kragujevac and Kraljevo. Some progress was made in
preparing the construction of a gas interconnector between Serbia and Bulgaria regarding land
expropriation, a geotechnical survey and contracting for design; however, activitieneed t
accelerate.

6.22. Chapter 22: Regional policy and coordination of structural instruments

Regionalpolicy is the E U énwain tool for investingin sustainableand inclusive economic
growth. Member Statesbear responsibilityfor its implementationwhich requiresadequate
administrativecapacityandsoundfinancial managementfp r o j aesignandexecution.

Serbiais moderately prepared on regionalpolicy andcoordinationof structuralinstruments,
Some progress has been made in implementinglast y e a reéosmimendationsvith the
adoptionof the actionplanfor meetingthe EU cohesiorpolicy requirements.

In the coming year, Serbiashouldimplementthe pendingrecommendationfrom 2018, in
particular:

- startimplementingthe adoptedaction planin orderto meetthe requirementf the EU
cohesiomolicy;

- ensureadequatecapacity to implement indirect managemenprogrammesunder EU
pre-accessionassistancandguaranteg¢hatthe key positionsin the structuresarefilled on
apermanenbasis.

Somepreparatorywork was doneto introducethe legislative framework for EU cohesion
policy into the nationalsystemwhich is expectedo be conclude by 2020.Thetransposition
of key legislation under other chapters(e.g. EU law on environmentalimpact assessment,
antidiscriminationlegislation,public procurementand Stateaid control) is a prerequisiteor
using Europeanstructuraland investmentfunds. Multi-annualbudgetplanningis regulated
through the Law on the budget system. The credibility of the mediumterm budgetary
framework,which is setout in the fiscal strategy,is hamperedoecausat doesnot include
financial projectionsat the sector strategyor programmeevels.National co-financingfor EU
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programmess ensuredat projectlevel but a systematicapproachto ensurenational multi-
annual co-financing of cohesionprogrammesneedsto be developed.A comprehensive
legislativeframewok for cohesiorpolicy hasyetto beadopted.

The institutional framework for the managemenof the E U drstrumentfor Preaccession
Assistancg(IPA) hasbeenestablishedHowever,the implementationcapacitiesneedto be
further testedregardingthe contractingand managemenof IPA programmesinderindirect
managemenilheinstitutionalframeworkfor cohesiorpolicy hasnotbeendecidedyet.

Weaknesses administrative capacity in key institutionsmanagingeU fundsstill needto

be addressedA staff retention policy needsto be developedand implementedin order to

reducestaff turnoverandto retain experiencedstaff in the indirect managemenstructures.
Key positionsin theindirectmanagemenstructuremeedto befilled on a permanenbasisas
constantchangesinderminghe capacitieso manageEU funds.

Capacity building activities for managing EU pre-accessionfunds and for introducing
cohesionpolicy have continued.The National Academyof Public Administration became

operationain March 2018.Its training coursesnclude programme®n é Ma n a g ef Bl n t

financiala s s i sanddrEahésiorp o | By the®endof 2018,atotal of 160 participants
from nationalandsub-nationallevel attendedhe EU cohesiorpolicy programme.

Some progresshas been madein programming with the progressiveintroduction of the
sectoralapproachunderIPA. However,thereis a proliferation of strategiesn somesectors,
which needto be consolidatedcostedand properlylinked to budgetplanning.To overcome
this problem, the Law on planningsystemwas adoptedby the parliamentin April 2018.The
accompanyingecondaryegislationstill needsto be developedand adopted.In view of the
needto allocateresourcesefficiently and build sectorpipelinesfor future strucural funds
managementSerbiastill needso developa singlemechanisnfor prioritising all investments
regardlesof the sourceof financing, in accordancewith the public financial management
reformprogramme.

On monitoring and evaluation, the monitoring committeesunderindirect managemenhave
beensetup andmeetregularly. The evaluationplanfor indirectmanagemenf IPA fundshas
beenadoptedoutimplementatiorhasnot startedyet. A contractfor developinga management
andinformationsystemfor IPA is beingimplemented.

On financial management, control and audif the national systems were further developed

to comply with the requirements for indirect management of IPA funds. The capacities of the

Audit Authority have been further strengthdne

6.25. Chapter 25: Science and research

The EU provides significant support to research and innovation. All Member States can
benefit from the EU's research programmes, the more so where there is specific excellence

and solid investment in research.

Serbia is at good level of preparationin the area of science and resea®bme progress

was made as the action plan for the strategy on scientific and technological development was

adopted, but | ast yearés recommendati on
In the coming period, Serbia should in particular:

- increase the national funding for research;

has

- stimulate more intense cooperation between industry and academia, in line with the

national research strategy.
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Onresearch and innovation policy the main prioties of theEuropean Research Areae
incorporated in Serbiabds strategy on scient.i
in implementing the strategy was made with the adoption of the action plan in July 2018. A

new funding mechanism, the Sciend-und, is to be established, introducing a more
competitive approach into the national system. National open science and open access
initiatives are well underway.

Serbia continues to be active and successful in Horizon 2020 as well as in EUREKA, COST
andthe NATO science and peace for security programmes. However, the national level of
investment in research remains low at 0.93 % of GDP with only one third of this amount
coming from the private sector.

On measures for thienovation Union, the Serbian Imovation Fund continues to be active

with increased budget contributions from the Ministry of Education, Science and
Technological Development. As the private sector continues increasing its investment in
research, more decisive steps are needed from ubéc psector to support cooperation
between businesses and academia. In this regard, Serbia should follow up on
recommendations of the smart specialisation strategy, which is being developed with support
from the European Commission, and adopt it in 20flowing the methodological
framework of the Joint Research Centre for smart specialisation in the EU enlargement and
neighbourhood countries.

6.26. Chapter 26: Education and culture

TheEU supportscooperationin educationand culture throughfunding programmesand the
coordinationof MemberStatepolicy throughthe openmethodof coordination. The EU and
the MemberStatesmustalso preventdiscriminationand ensurequality educationfor children
of migrantworkers,includingthosefrom disadvantagetbadkgrounds.

Serbia is at @jood level of preparationin the area of education and culture. Oveigidiod
progresswas madeSome progreswas made in improving the curricula, including in early
childhood education, and the establishment of the nationalfigatbns framework (NQF
system. Very good progresss made irestablishing the Erasmus+ national agency.

In the coming year, Serbia should in particular:

- increase patrticipation in early childhood education and care, in particular of children from
disadvantaged backgrounds;

- reference the NQF with the European qualifications framework and make the institutional
setup fully functional;

- use the opportunitiesffered by Erasmus+ as it now holds the status of Programme
Country.

In the areaof education and training, the educationstrategyand its action plan are being
implementedalbeit with delays.Enrolmentand attainmentratesin pre-university education
are consistentlyhigh. However,only half of the childrenaged3-5 are attendingformal early
child care,while only 9% of the children from Roma settlementsaged 3-5 are enrolled,
comparedo 28% of childrenfrom therichesthouseholdsTherateof earlysctool leaversfell
t0 6.2%in 2017,from 7.4%in 2015, while lifelong learningremainslow at 4.4%,way below
the EU 2020 target of 15%. Comprehensivdraining of teachersshould be consistently
providedto complementhe ongoingoutcomebasedcurricularchanges.The training should
focusondevelopings t u d leeypcbnspétencies.
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Thelegislationregulatingthe nationalwork-basedearningmodelin vocationaleducatiorand
training (VET) was complementedand its scopeincreased.It should focus on setting up
guality assurancend monitoring mechanism$eforethe end of the transitionperiod. Some
progressvasmadein reducingthe shareof secondartudentsn VET schoolsandincreasing
the takeup of generalsecondaryeducation,by making the curricula more relevant and
increasingthe attractivenesf generalsecondaryeducation.The structureof the NQF 6 s
legislativeand institutional frameworkis in place.However,the capacityof the institutional
setup should be built up to makethe NQF systemfully functional. The currentbudgetto
operatethe NQF Agency is very low, which will hamperthe building up of the NQF 6 s
capacity.The systemof validationof non-formal andinformal learningis yetto bedeveloped.

The institutional framework for quality assurane in higher educationwas reconstituted
leadingto the creationof the National AccreditationandQuality Assuranceentity, whichis in
line with one of the pillars of the Bolognarelatedreforms. The attainmentof tertiary level
gualificationsfor personsaged30-34 is sluggishlyincreasingyeaching31.4%in 2017,which
is below the EU targetof at least40%. Thereis still a significantnumberof young, skilled
peopleemigrating.Educationis still a high risk sectorfor corruption, especiallyin higher
education.

Someprogressvasmadein increasinghe participationof disadvantagedtudentsn all levels
of education.Piecesof secondarylegislation were adoptedto provide for more effective
supportto studentsn needof additionalsupportin educaton. However,the implementation
of measureso reducedrop-out ratesand segregatiorhasyet to be strengthenedThe action
planoninclusiveeducatiorhasnot beenadopted.

Serbiacontinuedto participatesuccessfullyin the Erasmus+programmewith almog 7,000
outgoingmobilities of Serbianstudentsand staff and 4,300incoming mobilities since2015.
In addition, 38 capacitybuilding projectscurrentlybeingimplementedn the field of higher
education Serbiawas awardedthe statusof ProgrammeCountry and is participatingin
Erasmus+under the same conditions and opportunitiesas the EU Member Statesas of
January2019.

Serbiaparticipatedn 2018 PISA testingandwill takepartin 2019 TIMSS and2021PIRLS
assessmentsTo improve monitoring of educaton quality, Serbia revised its external
evaluation framework and conductednational testing of a set of competenciesn pre
universityeducation.

In the area otulture, Serbia is implementing measures under the UNESCO Convention on
the protection and prootion of the diversity of cultural expression and recognised cultural
industries as a sector with potentials for economic development and connectivity. The Prime
Ministero6s Office established the Council
impact of the Council is yet to be seen; this will only occur after the future action plan or
work strategy for the Council has been developed.

Serbiais participatingsuccessfullyin the CreativeEuropeProgrammeln 201871 the yearof
Europeancultural heritagei threecultural heritageprojectsin Serbiawere awardedthe EU
prize for cultural heritage,the Creative Europe Forum was organisedin Belgradein June,
while Novi Sadcontinuedits preparationso becomeone of the EuropearCapitalsof Culture
in 2021.

The youth strategyactionplan 20182020 was adoptedfollowing public consultationsThe
numberof youth policy coordinationmechanismst local level hasincreasedut they should
be further strengthenedSerbia actively participated,for the first time, in organisingthe
EuropeanNeekof Sports.
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6.27. Chapter 27: Environment and climate change

The EU promotesstrong climate action, sustainabledevelopmentand protection of the
environmentEU law containsprovisionsaddressingclimate change water and air quality,
waste managementnature protection, industrial pollution, chemicals, noise and civil
protection.

Serbia has achievedsome level of preparation in the areaof environmentand climate
change.Limited progresswas madein further alignmentwith the acquisand on strategic
planning

In the comingyear,Serbiashouldin particular:

- enhance administrative and financial capacity of the public central and local
administration authorities including the Environmental Protection Agency,
operationalisingand adequatelyresourcingthe Green Fund and further improving
inter-institutionalcoordinationjn particularbetweercentralandlocal levels;

- intensify implementationrand enforcementvork, suchas closing non-compliantlandfills,
inveding in wastereduction,separatiorandrecycling,reinforcingair quality monitoring,
advancingiver basinmanagemerandpreparingfor Natura2000;

- implementthe ParisAgreementjncluding by adoptinga comprehensivelimate strategy
andlaw, consistehwith the EU 2030frameworkfor climateandenergypoliciesandwell
integratedinto all relevantsectorsand developa National Energyand Climate Plan, in
line with EnergyCommunityobligations.

Environment

In the areaof horizontal legislation, Serbiahasachieveda high level of alignmentwith the
acquis S e r b Greed Bund is still not fully operational. Secondarylegislation on co-

financingwas passedut overall progresson environmentafinancingincluding on the level

of funding is very low. Some stepswere taken to strengthenadministrativecapacity, in

particularfor planningenvironmentalnfrastructure Serbianeedsmorecapacitiego carryout
gualitative public consultations,particularly at local level. Legislation on environmental
impactassessmentseeddo befurtheralignedandits implementatiorstrengthenedStrategic
environmentahssessmentseedto be donefor plansandprogrammedgrom all relevantpolicy

areas,not only environmentln September2018, Serbiaratified the BucharestAgreement
among the countries of SouthEastern Europe on implementing the Convention on

EnvironmentalmpactAssessmenin a Transboundargontext.Therewasno progressnade
on further transposingand implementingthe Liability Directive. It is necessaryo further
strengtherthe capacitiesof the judiciary and the environmentainspectorateand establisha
track record on implementingthe EnvironmentalCrime Directive The Law on National
SpatialDatalnfrastructurefransposinghe INSPIREDirective, enterednto forcein 2018.

In thefield of air quality, Serbiahasa goodlevel of alignmentwith theacquis Monitoring of

air quality slightly improvedwith 36 stationsoperationabut the monitoringnetworkneedso

be considerably reinforced. S e r b mrmualsreport on air quality states that eight
agglomerationdavehadair pollution abovelimits: Belgrade,SuboticaNi Ban| g b ¢ e,
Valjevo, Kraljevo and Kragujevac.Air quality managemenplansare not in placefor these
cities,exceptfor P a n | amdBelgrade Air quality plansfor SmederevandNovi Sadwere
approvedn 2018. Furtherefforts are neededo finish transpositiorof andto implementthe

EU Directive on volatile organiccompoundemissions.Complianceis pendingwith Energy
Community Treatyrequirement®n the sulphurcontentof liquid fuels.
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Regarding waste managemen; there is a good level of alignment with the acquis

Implementationis at an early stage.The nationalwastemanagemenstrategyand municipal

wastemanagemenplansneedto be revisedto reflectlegal provisionson wasteminimisation
and waste separationat source,and to include quantitativetargetsfor wasterecoveryand

recycling. Additional economicinstrumentsfor specialwastestreamsneedto be developed.
The shareof recycledwastein overall waste managemenhas remainedat a low level.

Increaseceffortsareneededo closeS e r bniorecé@ngliantlandfills morequickly andinvest
in wastereduction,separationand recycling. No progresshas beenmadeon medical and
hazardousvaste.ln Septembef018, Serbiaadopteda law on the Hong Kong International
Conventionfor the safeandenvironmentallysoundrecyclingof ships.

The level of alignmentfor water quality is moderate Preparatiorof an action plan for the

implementatiorof the watermanagemenstrategyhasstarted.Untreatedsewageremainsthe

main sourceof pollution. Non-complianceremainsof high concernin someareas,suchas

with arsenic.Serbianeedsto makesignificantefforts to further align its legislationwith the

acquis andto strengtheradministrativecapacity,in particularfor monitoring, enforcement
and inter-institutional coordination.Work on a SerbianRiver Basin ManagementPlan is

progressingslowly. Local governanceshouldbe improved,in particularthroughestablishing
clear rules on responsibilitiesfor the operationand maintenanceof water and wastewater
facilities.

The level of alignmentwith the acquisin the field of nature protection, in particularthe
Habitatsand Birds Directive,is moderateln 2018, Serbiaadoptedthe Law on ratification of
the NagoyaProtocolon Accessto GeneticResourcesGapsin transpositiorallowing hunting
of nonthuntablebirds have not yet beenaddressedEU standardson prohibited meansof
capturingandkilling wild animalsneedto be fully incorporatedn all legislation,including
legislationon hunting. Work is ongoingfor the identificationand mappingof habitatstypes
and speciesard the establishmenbf a nationalecologicalnetwork that will include Natura
2000sites. The institutional setup and nationalandlocal administrativecapacityneedto be
substantiallystrengthenedfocusing on improving enforcementEnforcementcapacites are
insufficient, especiallyregardingwildlife tradeandthe Conventionon InternationalTradein
EndangeredSpeciesof Wild Fauna and Flora (CITES). Any further developmentof
hydropowershould be in line with EU environmentallegislation including ervironmental
impactassessmentsith properpublic consultationsnatureprotectionandwatermanagement
legislation.

As regardsindustrial pollution and risk management alignmentwith mostof the acquisis
at an early stage,including on the Industrial EmissionsDirective. Persistenadministrative
capacityconstraintshamperprogressn implementationacrossthe sector.Law enforcement
onindustrialpollution needso be steppedip. Serbianeedgo addresshe acquisrequirement
for either a fully integrated permitting processcovering all areasor formal consultation
betweerpermittingauthorities.

Thereis a high level of alignmentwith the acquison chemicals A nationalpoisoncontrol
centreandsanctionregimeto ensurecompliancearein place.No further progressvasmade
regardingthe REACH and CLP Regulations.Alignment is still pendingfor legislationon
animal experiments asbestosand biocides.As of 2018, metallic mercuryis prohibited for
professionalise.Serbianeeddo boostits administraive capacityto implementthe legislation
in theseareasandensurepropermonitoringof persistenbrganicpollutants.ln August2018,
Serbiasubmittedits nationalimplementationplan for the implementationof the Stockholm
Conventionon PersistenOrganic Pollutants.
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Serbiahasa goodlevel of alignmentwith EU ruleson noisebutimplementatioris atanearly
stage.Serbianeedsto build administrativecapacityfor drafting strategicnoise mapsand
actionplans.

Serbiais moderatelypreparedas regads civil protection. A strategicframeworkfor civil
protectionis in placeincludinganactionplanon disasterrisk managemenfor 20172020.In
2018,Serbiaadopteda new Law on disasterisk reductionandemergencynanagemenBoth
the strategicframeworkandthe law arein line with the Sendaiframeworkfor disasterrisk
reduction.Public awarenessctivities are ongoing. As an active memberof the EU Civil
Protection Mechanism Serbia needsto further strengtheninternal coordination and its
capacity for disaster prevention, disasterrisk reduction and disaster risk management
including flood risk managemenat nationaland local level. In 2018, five local emergency
protection and rescueplans were approved.In order to accessthe Common Emergency
Communicationand Information System,Serbianeedsto establishrelevantSecureTrans
EuropeanServicesfor TelematicshetweenAdministrations(STESTA) connetions. Serbia
needsto ensurethat the N i Blumanitarian Centre does not duplicate the role of the
EmergencyResponseCoordination Centre of the EuropeanCommissionand does not
contradictthe conditionsfor its participationin the Union Civil ProtectionMechanism.

Climatechange

Serbia has achieved some level of preparation but implementation Vet @arly stage A
national crossectoral strategy on climate change, consistent with the EU 2030 framework for
climate and energy policies aratldressing adaptation to climate change, is still pending
adoption. The National Climate Change Committee should do more to integrate climate action
into other sectors.

Public consultations on the draft Law on climate change took place in spring 2018 but
adoption is still pending. Legislative alignment during the reporting period included a ban on
imports of equipment containing or relying on HCFC gas and rulebooks on fuel quality. Work
on improving greenhouse gas inventories continued. Serbia needs etgtlsn its
administrative and technical capability to fully align with climaequis monitoring and
reporting. Legislation on greenhouse gas emissions monitoring, reporting and verification in
line with the EU emissions trading system and Effort ShaRegulation was finalised in

2017 but is not yet adopted. Increasing investments in clean energy and considerable
strengthening of administrative capacity is needed, together with awararsisg activities.

6.28. Chapter 28: Consumer and health protecton

EU rules protect consumersd economic interes
imitations and liability for defective products. The EU also ensures high common standards
for tobacco control, bl ood, rights s scossorder cel | s

healthcare, and serious creb®rder health threats including communicable diseases, as well
as medicines for human and veterinary use.

Serbia ismoderately preparedin consumer and health protecti®@ome progressvas made
includingwith the adoption of the Law on the transplantation of cells and tissues and the Law

on human organ transplantation. However, the recommendations of the previous report have
not been met.

In the coming year, Serbia should in particular:

- strengthen the adnistrative capacity of relevant authorities for consumer protection,
market surveillance and sanitary inspection;
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- strengthen the overall managerial capacity, human resources and financial sustainability of
the public health insurance fund.

With regardto generalaspectof consumer protection, a law on the protectionof financial
servicesusersby distancecontractingwasadopteddesignedo align Serbianlegislationwith

the EU acquis TheNationalCouncilfor ConsumeiProtectionhasdeliveredno visible output.
Therewere 31 casesconductedoy the line ministry in 2018, basedon consumercomplaints
while the alternativedispute resolutionbodiesin chargeof alternativeconsumerdispues
initiated seven proceedingsout of 19 filed complaintsbut concludednone. Thereis no

availabledataon the numberof complaintsfiled by consumersvhich wereresolvedn court.

Bettercooperatiormechanismsbetweenthe line ministriesand consumeiorganisationsieed
to be establishedSimilarly, cooperationamongconsumerprotectionorganisationgemains
fragmentedandrequiresimprovementThea u t h o administratiseGapacityfor consumer
protectionand the inspectionservicesin chargeof consuner protection,productsafetyand

nonsafetyrelatedissuemeedfurther strengtheningTheinstitutionalsettingandprotectionof

consumerprotection rights and interestsat the local level require improvement. Unfair

commerciapracticesandcontracttermsneedto be addressedandvulnerableconsumersieed
to beprotected.

S e r blegslétisnon generalproduct safetyis partly alignedwith the EU acquis The law
on safetyitems of generaluseis partly aligned with EU acquis on cosmetics.Regarding
market surveillance sanitaryi n s p e administrativecapacitiesneedto be strengthened.
CoordinationamongstherelevantProductSafetyCouncil stakeholdersiasimproved.

On non-safety-related issues secondary legislation for the law on medical devices was
adopted and is designed to be fully aligned with thealeguis However, there has been no
progress on alignment with thecquis regarding cooperation between national authorities
responsible for mforcing consumer protection laws, multiannual consumer programmes,
regulations on package travel, online resolutions of consumer disputes, and alternative
resolution of consumer disputes.

In the area opublic health, legislation on healthcare is partliigned with the EUacquis

The sustainability of the public health fund still needs to be ensured. The national plan for
human resources in the health sector has still not been implemented, with an increased
number of physicians leaving the country. The-fablded centralised electronic health record
system is still not used and compliance with EU health indicators is not yet ensured.

A new strategy omobaccocontrol was not adopted, atfte placing of pictorial warnings and
increases in the price of cigdtes have yet to occur. There was a small increase in the
percentage of smokers among women and teenagers in the reporting period. Tobacco control
legislation is partly aligned with Eldcquis but the use of tobacco in public places is not
aligned with EUstandards.

On blood, tissues, cells and organgaws on the transplantation of cells and tissues, and on
human organ transplantation were adopted, both designed ftdlyaligned with the EU

acquis The implementation of these laws are expectedtaa in August 2019. Elével

quality, safety standards and inspection services have yet to be developed. The overall
administrative and technical capacity of the Directorate for Biomedicine to perform oversight
of the sector as the competent authoritstiks very limited.

Onserious crossborder health threats including communicable diseasgsurveillance and
response capacity remains limited and requires modernisation. A centralised health
information and communication system has yet to be implemented.
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Har moni sing Serbian | egislation with the Di
crosshborder healthcare has yeto be completedAn e-Health Unit at the Minigry of Health

should be established to coordinate the complex activities involved in setting up a
comprehensive health information system at all levels of care.

Regardingcommunicable diseasesattention needs to be given to effective, sustainable
financing of diseasspecific strategies, including the national HIV/AIDS strategy, and
awarenessaisingi particularly on the importance of child vaccination. Additional work is
needed on surveillance of amiicrobial resistance, quality control, and standsation of
laboratories. The prescription of antibiotics needs to be strictly controlled to strengthen the
fight against antmicrobial resistance.

Health promotionregarding non-communicable diseaseds still not advanced. &cer
screenindor colorectal breast and cervical cancers is slowly progressing but in many regions
of the country is still only sporadic and is not performed in a systematic manner. The cancer
register is maintained by the National Institute for Radiology and Oncology.

There is stilla need to develop communibasedmental health services and progress needs
to be made regardingutrition and physical activity .

There were no developments wedicines for human and veterinary useor on maximum
sale price criteria for medicines. @onsmeticsthere was no progress made in the reporting
period. There was also no progress made dmig abuse prevention Regardingthe
prevention of harmful use @aflcohol a national programme to reduce the harmful effects of
alcohol and alcohehduced dsorders has been adopted.

On health inequalities access to healthcare services needs to be improved for people with
disabilities, people living with HIV, children and adults who use drugs, prisoners, women in
prostitution, LGBTI people, internally displed persons and the Roma.

Serbian legislation on pricing afiedicinal productshas yet to be aligned to the Edquis
6.29. Chapter 29: Customs union

All Member States are part of tli&J customs union and follow the same customs rules and
procedures.This requires legislative alignment, adequate implementing and enforcement
capacity, and access to the common computerised customs systems.

Serbiais at agood level of preparationin the area of customs unio8ome progress was
made with the adoption of the customs law and the law on customs services.

In the coming year, Serbia should in particular:
Y further upgrade the customs processimg SYys

- further invest into the IT systenf the national customs to enable integration with the EU
system.

As regardscustoms legislation there is a high level of alignment with thequis.A new
customs law was adopted in December 2018 to ensure further alignment with the EU Customs
Code. A n&v law on customs service was also adopted in December 2018, aiming to
modernise the work of the Serbian customs administration.

Serbia is a party to the Common Transit Convention, applying EU rules on transit
movements. Rules on customs enforcement ofiécteal property rights are broadly in line
with the EU acquis.The Regional Convention on R&uro-Mediterranean preferential rules
of origin is applied in Serbia. The customs tariff nomenclature was aligned with thézP018
Combined Nomenclature in Nowdber 2017 and was amended twice in February and July
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2018. The customs tariff nomenclature for 2019 was aligned with the EU Combined
Nomenclature in November 2018.

However, legislation on dutselief, drug precursors, cultural goods, free zones, and $gcuri
aspects still needs to be aligned with #woguis.Moreover, fees charged on lorries entering
customs terminals tdischargecustomsobligationsare not in line with theacquis

The customs administration continued to strengtheradisinistrative and operational
capacity. Customs duty collection continued to increase B rOthe first 9 months of 2018.

The customs administrationds | T strategy hne:c¢
strategy and the accompanying action plar2fat2202Q Srategic and modern management
techniques, including quality assurance and change management, are lacking. Work on setting

up a functional, interconnected Blystemprogressed, but the Idivision continues to lose

gualified staff. A system for retaining aalified IT engineers should be established.
Significant effort and investment are needed to ensure interconnectivity and interoperability

with EU IT systems. This investment needs to be appropriately budgeted over the coming
years.

Therisk managemensydemneeds to be strengthened. faraval/predepartureisk analysis

should be conducted consistently and across the boardaamebnisedvith the EU Customs
Code. Work on strengthening the capacity of the customs laboratory is underway, but the
laboratoy remains undeequipped.

In terms of fight against tobacco smuggling, Serbia is a party to the Protocol to Eliminate
lllicit Trade in Tobacco Products since 2017.

6.30. Chapter 30: External relations

The EU has a common trade and commercial policy towards third countries, based on
multilateral and bilateral agreements and autonomous measures. There afelatsdes in
the field of humanitarian aid and development policy.

Serbia ismoderately prepared in the area of external relatiorSome progressvas made
during the reporting period, but the capacity to pursue key challenges in trade policy needs to
be strengthened furthe®erbia ratified the Central European Free Trade Agreement (CEFTA)

Additional Protocol 5 on trade facilitation.

In the coming year, Serbia should in particular:

- complete its World Trade Organisation (WTO) accession by adopting an amended|law on
genetically modified organisms and complete remaining bilateral market access
negotiations;

- strengthen administrative capacity in the Ministry of Trade, Tourism |and
Telecommunications for dealing with trade with &g, CEFTAand WTO accession;

- implement actions under the multiannual action plan to develop a Regional Ecgnomic
Area, in particular implement CEFTA Protocol 5 on Trade Facilitation, adopt|and
implement the pending CEFTA Protocol 6 on Trade in Services and negotiate and| ensure
a swift adoption of CEFTA Protocol 7 on Dispute Settlement.

On thecommon commercial policy nog ogr ess was made on Serbi
WTO. The possibility of Serbia becoming a member of the WTO depends on the adoption of

a modified law on genetically modified organisms, and on the completion of market access
negotiations with a small number WTO members.
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In May 2018, Serbia removed export restrictions onmarardous waste introduced in 2017,
which were not in line with the Stabilisation and Association Agreement (SAA). Serbia
should refrain from applying such measures unless fully justifie

Admini strative and operational capacity has
body for trade facilitation that has become operational with four expert working groups. Their
respective action plans have generated first results in addresstagn nortariff barriers

with the countries of the region. Overall, théministrative capacity of units in the Ministry

of trade, tourism and telecommunications in charge of trade with the EU, CEFTA and WTO
accession still remains to be strengtherfda capacity of the administration to collect market
statistics also remains to be strengthened through the work of the coordination body.

In March 2018, Serbia aligned its national control lisdo&l-use goodswith the 2017 EU

regime on exportstransfer, brokering and transit of these items. Serbia also aligned its
national control list of arms and military equipment with the Common Military List in May
2018. Serbiadéds 2009 application to join the

Concerningmplementation of the Regional Economic Area (REA) multiannual action plan,
Serbia ratified the Additional Protocol 5 on Trade Facilitation to the CEFTA Agreement in
September 2018. Serbia appointed its team for negotiations of Additional Protocol 7 on
Dispute Settlement. However, the adoption of Additional Protocol 6 on Trade in Service is
delayed due to political disputes in the region. It is important that Serbia plays a constructive
role within CEFTA to allow for the timely and smooth implementation thie REA
Multiannual Action Plan.

With regard tobilateral agreements with third countries, Serbia ratified a new bilateral
investment treaty with Turkey in September 2018. In March 2019, Serbia announced the
completion of its Free Trade Agreement (FTA9gotiations with the Eurasian Economic

Uni on. The text of the FTA will need to c
Stabilisation and Association Agreement and will have to include an exit clause, which
guarantees that Serbia can denounce the agredigethe date of its accession to the EU.

Serbia is also negotiating a free trade agreement with Ukraine. Serbia needs to ensure
compatibility of all its agreements on trade, investment and economic cooperation and other
relevant agreements with tB#&J acquis.

No progress has been maded®velopment policyand humanitarian aid. Serbia has still
not established a policy or legal frameworksthis area, and development assistance and
humanitarian aid is granted on ad hocbasis. Serbia participates iretBU Civil Protection
Mechanism.

6.31. Chapter 31: Foreign, security and defence policy

Member States must be able to conduct political dialogue under the foreign, security and
defence policy, to align with the EU statements, to take part in the EU aation® apply
agreed sanctions and restrictive measures.

Serbia ismoderately prepared Some progresswas made as the government submitted
drafts of new security and defence strategies for consultation and continued preparations to
allow participation of wilians in international missions and operations.

In the coming year, Serbia should in particular:

- improve alignment with EU declarations and Council decisions on common foreign and
security policy;
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- complete the review of its national security and defen st r at egi es fully r
EU orientation in these areas;

- continue to apply its law adopting international sanctions, including EU restrjctive
measures, and monitor its implementation.

The political dialogue between the EU and Serbia on foraigd security policy issues was

further strengthened, and the second common foreign and security policy (CFSP)/common
security and defence policy (CSDP) informal political dialogue was held in Brussels in
October 2018. Drafts of new national security a@leflence strategies were prepared by the
government and submitted for consultation. In adopting and implementing these strategies,
Serbia should move towards a policy based o
action, i n | i negic goaltoh EUSremdenshepd Rurthermorea @ political
dialogue between the EU and Serbia on UN issues took place in October 2018.

(See Political criteriad Regional issues and international obligatiorf®r more information
on developments in bilateraiklations with other enlargement countries and EU Member
States.)

The institutional framework enabling Serbia
place.

On thecommon foreign and security policy(CFSP) Serbia continues endorsing the global
strategyf or t he European Uniond6s foreign and sec
from beginning of March 2018 until end of February 2019, Serbia aligned, when invited, with

46 out of 87relevant High Representative declarations on behalf of the EU andciCo

decisions, representing an alignment rate of around 53%. Serbia continued not to align with

the EU restrictive measures relateder alia, to Russia and Venezuela. An intainisterial

working group is in charge of monitoring the imposition andlénpentation of restrictive

measures, and the Ministry of Foreign Affairs is managing the database of restrictive
measures, in line with the Serbian law on the implementation of international sanctions.
Serbia continued to declare support for the territamiagrity and sovereignty of Ukraine.

Serbia does not haveéilateral immunity agreements granting exemption from the
jurisdiction of theInternational Criminal Court and complies with the EU common
positions on the integrity of the Rome Statute togethert h  t he r el at ed E
principles on bilateral immunity agreements.

Serbia continued to develop intense relations and strategic partnerships with a number of
countries worldwide. Frequent higdvel contacts and regular bilateral visits with Russia
were maintained, together with military technical cooperation, including joint military drills,
sustained relations with the Collective Security Treaty Organisation and arms trade
arrangements. The President of Serbia visited Moscow twice in May ande©@ohs.
President VladimirPutin visited Belgrade on 17 January 20B®rbia maintained good
relations with the US. Serbia also participated in around 20 military joint drills with the US
and NATO in 2018. Serbia continued to further strengthen its gadléind economic relations

with China. The Serbian President visited China in September 2018.

Serbia supported EU measures and documents on conflict prevention.

Serbia continued to participate in some, but not all, international export control arratgeme
and instruments on neproliferation. Serbia complied with the Chemical Weapons
Convention and had the legislation and administrative structures in place. A small arms and
light weapons national registration system and database, together with alisipcystem,

are in place and are being upgraded. The new strategy-2802B33 and action plan are being
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prepared. The process for collecting and destroying illegally possessed weapons and
ammunition continued. In July 2018, Serbia ratified the Protocol the Safeguards
Agreement with the International Atomic Energy Agency (application of safeguards in
connection with the Treaty on the Npnr ol i f er ati on of Nucl ear Wi
application to join the Wassenaar Arrangement is still pending.

Serba continued to engage actively with international organisations. Serbia maintained its
policy of military neutrality but cooperation and intense contacts with NATO continued. In
October 2018, Serbia hosted a consequence management field exerciseprjgartiged by

the EureAtlantic Disaster Response Coordination Centre and the Serbian Ministry of Interior.

Serbia continued implementing its agreement with the EUseturity procedures for
exchanging and protecting classified information.

Serbia continug to actively participate imilitary crisis management missionsunder the
common security and defence polic{CSDP), notably the EU training missions in Mali,
Central African Republic and Somalia, and EU NAVFOR Atalanta. Serbia is preparing the
national famework for participating in civilian missions under the CSDP. This includes
launching training curricula in order to provide for regular training for civilian participants in
the EUled missions. Serbia continued to participate in the roster of the Hl¢ Baoups.
Serbia also participated in UN peacekeeping missions.

6.32. Chapter 32: Financial control

The EU promotes the reform of national governance systems to enhance managerial
accauntability, sound financial management of income and expenditure and external audit of
public funds. The financial control rules further protect the EU's financial interests against
fraud in the management of EU funds and the euro against counterfeiting.

Serbia ismoderately prepared in this chapter. Somerogress was made in the area of
public internal financial control and external audiurther efforts are needed to address
managerial accountability and to strengthen the functioning of internal camitointernal
audit. The timely implementation of external audit recommendations needs to be improved.
High-level political support will remain instrumental for implementation of public internal

financial control reforms at all levels of the administra@owl in stateowned companies. The
Commi ssionds recommendations from 2018 wer e
largely valid.

In the coming period, Serbia should in particular:

- implement at least three pilot projects on managerial accountabilitgyininstitutions
including the Ministry of Finance and the Ministry of Public Administration and Lpcal
SeltGovernment;

- start to implemenquality reviews on internal control;

- take necessary measures to ensure that the system for detecting irregularkgsny
practice, both for the EU funds and for the national budget.

<

Public internal financial control (PIFC)

A strategic framework for PIFC is partially in place. Although a PIFC policy paper has been
adopted, a more comprehensive policy approach willl neebe developed to improve and
further guide the implementation of PIFC. The public administration reform action plan
addresses a number of enabling conditions for PIFC implementation. The public financial
management reform programme and the 2BAZ0 PFC strategy address mainly the
development of financial management and control, internal audit and the role of the Central
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Harmonisation Unit (CHU). A working group within the Public Administration Reform
Council, was formed in December 2018 and aims twdinate and monitor implementation

of the PIFC policy paper. However, this working group has not yet met and a mechanism for
effective coordination, monitoring and reporting of reforms in the public administration,
public financial management and PIFC yist to become operationasde under Public
administration reform

Serbia has developed guidelines to improve the understanding and implementation of
managerial accountability. However, further efforts are needed to fully embed this concept
into the admirstrative culture of the public sector. The culture within public institutions is
centralised with little delegation of budget authority or decisi@king powers to middle
management. Managerial accountability is further limited by a primary focus orlianogp

rather than on performance. The Law on state administration, Law on civil servants, Law on
planning system and the budget system law need to be assessed and if necessary, amended, to
ensure that they provide a coherent basis for the implementitidelegated managerial
accountability. There are continued weaknesses in accountability lines between (semi)
independent bodies and their natural parent institut{isee under Public administration
reform).

While the legal framework fanternal control is broadly in line with international standards,

its functioning remains generally weak. The financial management and control manual has
been updated. Risk management needs to be further developed and better accepted in the
administrative culture of the plic sector. Detailed guidelines for the detection and acting on
information about irregularities still have to be developed. The Ministry of Finance has a
centralised budget inspection function.

Internal audit practice is regulated in line with internatial standards. However, not all
institutions that are required to establish an internal audit unit have done so and many internal
audit units are not yet sufficiently staffed. Most central institutions carry out audits according
to strategic and annual audplans. The timely implementation of internal audit
recommendations needs to be improved.

The CHU has continued shifting its focus from the provision of PIFC training to the
development and dissemination of methodological guidance. It has continueddactco
internal audit quality reviews and should start to implement internal control quality reviews in
order to improve guidance and annual reporting. The CHU prepares an annual report on the
state of PIFC implementation and contains recommendations iegagstemic weaknesses.

The CHU follows up on the state of implementation of these conclusions and reports on this
in the subsequent annual report.

External audit

S e r booresti@iutional and legal framework provides for independence of the State Audit
Institution (SAIl) in line with the standards of the International Organisation of Supreme Audit

Il nstitutions (I NTOSAI) . The SAlI O6s financi al
due to delayed adoption of its full operating budget. However, no probeares reported

with the 2019 budget approval.

The parliament appointed a new Auditor General in April 2018. The number of staff
employed by the SAI hagmained constant, however itstitutional capacity to carry out

its core audit tasks is adverselyemted by its continued focus on the detection of errors and
filing of misdemeanour, economic offence and criminal charges against individuals. The
appropriateness of this requirement of the SAI law should be reviewed in the medium term.
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The adequacy of ehcurrent SAI operating premises should also be reviewed. The SAI has
adopted a new strategic development plan for the period-2043.

Regarding thejuality of audit work , the SAI has a dedicated sector for audit methodology
and quality control. The SAhas carried out two performance audits in 2019 and six are
planned for 2019.

The SAI has continued to increase thmact of its audit work by improving cooperation

with stakeholders and by increasing its communication with the media. The SAI follows up
on the implementation of its audit recommendations. Whilst the SAI annual audit report is
discussed in the relevant parliamentary committee, increased parliamentary scrutiny and
follow-up still needs to be ensured.

Protection of the EUO6s financi al i nterests

While Serbia already has a high degreeaofjuis alignment, full harmonisation with EU
Directive on the fight against fraud to the
still needs to be ensured. Serbia is implementing the-202@ nationbanti-fraud strategy to
protect t he EUOGs dnti-fraedncaordiadtion isemvicee(AREGS) sn.the T h e
Ministry of Finance has six staff, even though the planned number of staff is nine. Since 2018,
AFCOS has been conducting administrative cbetikalso coordinates the AFCOS network,
which has five additional institutions since October 2018. Secb@perates with the
European Commission during investigations and it reports to the Commission on
irregularities and suspected fraud cases. Sindg,28erbia has reported 27 cases via an
online Irregularity Management System, including five cases in 2018. Serbia needs to further
develop a solid track record on investigations and reporting on irregularities.

Protection of the euro against countenfejt

Serbia has achieved a high degreaafuisalignment. Thetechnical analysisis performed

by the National Bank. It has started to provide specialised training programmes for licensed
entities so that they can authenticate euro coins and processeaomidated banknotes from

1 January 2020 onwards. The National Bank has formal cooperation agreements with the
European Commission on coins and with the European Central Bank on banknotes.
Cooperation with neighbouring countries is ongoing. Serbia comstitudake part in the
Pericles 2020 programme.

6.33. Chapter 33: Financial and budgetary provisions

This chapter covers the rules governing the
These resources mainly consist of: (i) contributions based ogrties national income of

each Member State; (i) customs duties; and (iii) a resource based on-addee tax.

Member States must have the appropriate administrative capacity to adequately coordinate

and ensure the correct calculation, collection, paynaent control of own resources.

Serbia hasome levelof preparation concerning the specific administrative conditions |for

own resources, as laid down in the own resources regulations. Serbia completed the own
resources questionnaire and the group forctiwrdination and management of the@&dwn
resources is operationgome progressvas made in the underlying policy areas affecting
the correct functioning of the own resources system.

In the coming year, Serbia should, in particular:

Y take further stept boost the administrative capacity of ttmordination group and the
various institutions involved in the own resources system;

Y develop the organisational and procedural links between these institutions;
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Y step up preparations to meet the specitiministrativeconditions for own resourcesas
laid down in the own resources regulations

There was some progress in the underlying policy areas indirectly affecting the own resources
system for progress in these areas, see Chapters T@xation, 18 Statistics, 29 Customs

union, and 32 Financial contro). After formally establishing the coordinating structure,
there was some progress towards meeting the specific administrative conditions for own
resources.

Regardingraditional own resources(TOR, mainly customs duties), a new customs law was
adopted in December 2018 in line with the EU Customs Code. Serbia has procedures in place
to ensure that cases of fraud and irregularities are reported to the Serbian national authorities
and a TOR accouimg simulation for the last quarter of 2018 took place. As regaatise

added tax (VAT)-based resourcesufficient data sources are available for the calculation of

the Weighted Average Rate, deriving from the Supply and Use Tables that will be published
for the first time in 2019As regardgyross national incomebased resource Serbia made
further efforts to ensure compliance with the European System of Accounts (ESA 2010) and
to improve the exhaustiveness of the national accounts and the gross nitomad
calculations. GNI estimates include those of the informal economy. Serbia already allocates
financial intermediation services indirectly measured (FISIM) to the user sectors in line with
ESA 2010 rules and the Statistical Office continuously immoie methods and data
sources. However, the results of tax audits and the VAT fraud are not yet used to improve the
exhaustiveness of the national accounts.

Regardingadministrative infrastructure , the capacity of the institutions in charge in the
relevant policy areas needs to be further strengthened. The group for the coordination and
management of own resources of the EU tasked with ensuring correct calculation, accounting,
forecasting, collection, payment, control and reporting on implementatiore d s own
resources policy and rules needs to be better staffed and supported to fulfil its coordination
tasks.
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ANNEX | T RELATIONS BETWEEN THE EU AND SERBIA

Within the framework of th@accession negotiationssixteen chapters have been opened (5
public procurement; 6 company law; 7 intellectual property law; 13 fisheries; 171
economic and monetary policy; I8statistics; 20i enterprise and industrial policy; 23
judiciary and fundamental rights; 24justice, freedom, security; 25science and research;

2671 education and culture; 29customs union; 30 external relations; 3R financial control;

331 financial and budgetary provisions; B5ormalisation of relations between Serbia and
Kosovo), two of which have been provisionallyssd (chapters 25 and 26). Serbia tabled its
negotiating positions on chapters 2, 4, 9, and 21. Serbia was also invited to table its
negotiating positions on chapters 3, 10, 14, 27 and 28.

Serbia is participating in th8tabilisation and Association Proces Serbia continued to
build a track record in implementing the obligations of the Stabilisation and Association
Agreement (SAA). Some restrictions to free movement of capital were lifted in 2018 (on the
possibility to grant loans to nemesident borrowejsIn 2018, Serbia also removed the export
ban on norhazardous waste and free trade was restored. Compliance issues remain in the area
of state aid and fiscal discrimination on alcol®éstrictions on the acquisition of real estate
also remain. In Juned28, Serbia introduced new restricting ruleegarding the issuance of
payment cards by banksthat are not in line with the Edcquisand the SAA. Finally, as
regards public procurement, irtlgovernmental agreements concluded with third countries
andtheir implementation should follow the EU principles of equal treatment, transparency,
nontdiscrimination and competition. This has also the effect of preventing EU companies
from participating in largecale infrastructure projects implemented in the trgun

Regular political and economic dialogue between the EU and Serbia continued. The
Stabilisation and Association Council meeting took place in December 201-808uittee
meetings were held, together with a meeting of a special group on public achtionst
reform. The Stabilisation and Association Parliamentary Committee met in June and October
2018, and March 2019. Serbia continues to participate in the multilateral economic dialogue
with the Commission and EU Member States to prepare for partarpati multilateral
surveillance and EU economic policy coordination. As part of the new approach to economic
governance, Serbia adopted its fifth economic reform programme and is implementing
reforms recommended by the Economic and Financial Affairs Cloufither efforts are
needed to improve the capacity for economic planning,-mteisterial coordination and
implementation.

Visa-free travel for citizens of Serbia travelling to the Schengen area has been in force since
December 2009. Aeadmissionagreement between the European Union and Serbia has been
in force since 2008. As part of the visa suspension mechanism report, the Commission is
monitoring and reporting on the continuous fulfilment of the visa liberalisation benchmarks.
The mechanism enablélse EU, under certain conditions, to temporarily suspendfrasa

travel for nationals of a certain country in case of a substantial increase of migratory or
security risk as well as in case of Atitfilment of visa liberalisation benchmarks. The second
monitoring report under the suspension mechanism was adopted on 19 December 2018.

Under IPA II, Serbia continues to benefit fropre-accession assistanc&ith a total

indicative allocation of EUR1.5 billion for the period 202@20. The revised indicative
strategy paper was adopted in August 2018, enhancing the response to new challenges such as
migration, terrorism and violent extremism, climate change and economic governance. The
IPA National Programme 2018 amounts to EUR 179 million overall, with nideedunding
supporting alignment with the E&cquis environment, competitiveness and social inclusion.

An additional EUR 30 million have been allocated to the IPA Rural Development programme
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(IPARD). The EU has continued to support Serbia in border maigglation management
following the refugee crisis of 2012016. In addition, Serbia is benefiting from the European
Instrument for Democracy and Human Rights (EIDHR).

Serbia continues to actively participate in EU programmes, including Horizon 2020; COSME;
Customs and Fiscalis 2020; Erasmus+ and Creative Europe; Europe for Citizens;
Employment and Social Innovation.
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ANNEX Il T STATISTICAL ANNEX
STATISTICAL DATA (as of 03.05.2019)

Serbia

Basic data Note | 2006 2013 2014 2015 2016 2017
Population (thousand) 7425.5 7181.5b | 7146.8 7114.4 7076.4 7040.3
Total area of the country (km?) 77474 77474 77474 77474 77474s 77474s
National accounts Note | 2006 2013 2014 2015 2016 2017
Gross domestic product (GDP) (million national currency) 2181035 (4121200 | 4160549 | 4312038 | 4521265 | 4 754368
Gross domestic product (GDP) (million euro) 25931 36427 35468 35716 36723 39183
GDP (euro per capita) 3500 5100 5000 5000 5200 5600p
GDP per capita (in purchasing power standards (PPS)) 8400 10700 10800 11200 11400 11600
GDP per capita (in PPS), relative to the EU averageZ&H8 100) 34 40 39 39 39 39
Real GDP growth rate: change on previgaar of GDP volume (%) 5.1 29 -1.6 1.8 3.3 2.0

Employment growth (national accounts data), relative to the pre
year (%)

Labour productivity growth: growth in GDP (in volume) per per
employed, relative to the previous year (%)

Unit labour cost growth, relative to the previous year (%)

**3 year change (T/13) in the nominal unit labour cost growth ind
(2010 =100)

Labour productivity per person employed: GDP (in PPS) per pe
employedrelative to EU average (ER8 = 100)
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Gross value added by main sectors

Agriculture, forestry and fisheries (%) 8.2 8.8 8.4 8.0 8.2 7.3
Industry (%) 29.6 28.2 26.2 26.4 26.3 26.5
Construction (%) 4.9 3.6 3.8 4.5 4.7 5.0
Serviceq%) 57.3 59.4 61.6 61.1 60.8 61.2
Final consumption expenditure, as a share of GDP (%) 96.3 90.8 91.6 88.4 86.9 87.0
Gross fixed capital formation, as a share of GDP (%) 21.2 16.5 15.9 16.8 16.9 17.7
Changes in inventories, as a share of GDP (%) 0.5 0.9 0.6 1.8 1.0 1.8
Exports of goods and services, relative to GDP (%) 29.4 39.9 42.1 45.3 48.6 50.5
Imports of goods and services, relative to GDP (%) 47.5 48.1 50.2 52.3 53.4 57.1
Gross fixed capital formation by the general government sector,

percentage of GDP (%)

Business Note | 2006 2013 2014 2015 2016 2017
Industrial production volume index (2010 = 100) 107.3 105.8 98.8 107.1 111.7 115.8
Number of active enterprises (number)

Birth rate: number of enterprise births in the reference period (t) diy 1) 14.8

by the number of enterprises active in t (%)

Death rate: number of enterprise deaths in the reference peri{ 1) 10.7

divided by the number of enterprises active ([}

People employed in SMEs as a share of all persons employed (with
nonfinancial business economy) (%)

Value added by SMEs (in the néinancial business economy) (EU
million)
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Total value added (inthe nonfinancial business economy) (EU

million)

Inflation rate and house prices Note | 2006 2013 2014 2015 2016 2017
Harmonised consumer price index (HICP), change relative to 7.7 2.3 15 1.3 3.3
previous year (%)

*Annual change in the deflated house price index (2010 = 100)

Balance of payments Note | 2006 2013 2014 2015 2016 2017
Balance of payments: current account total (million euro) 2) -2 355 -2098 -1 985 -1234 -1075 -2051
Balance of paymenturrent account: trade balance (million euro) 2) -4 981 -4 159 -4111 -3645 -3119 -3997
Balance of payments current account: net services (million euro) 2) -41 313 465 729 907 966
Balance of payments current account: net balance for primary in -1419 -1343 -1 658 -2022 -2533
(million euro)

Balance of payments current account: net balance for secondary i 3166 3003 3340 3159 3514
(million euro)

Net balance for primary and secondary income: of which govern| 3) 43 89 152 79 141
transfergmillion euro)

**3 year backward moving average of the current account bal -9.0 -7.4 -4.9 -4.0 -3.9
relative to GDP (%)

**Five year change in share of world exports of goods and services | 2) 86.3 10.3 13.6 22.8 33.7 a7.7
Net balance (inward outward) of foreign direct investment (FD 1298.1 1236.3 1803.8 1899.2 2418.1
(million euro)

Foreign direct investment (FDI) abroad (million euro) 249.7 264.2 310.4 227.8 130.0
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of which FDI of the reporting economy the EU28 countries (million 70.7 35.4 49.7 106.0 63.0
euro)

Foreign direct investment (FDI) in the reporting economy (million eu 1547.9 1500.4 2114.2 2126.9 2548.1
of which FDI of the EW28 countries in the reporting economy (milli 1145.0 1109.3 1530.1 14104 1819.7
euro)

**Net international investment position, relative to GDP (%) -84.1 -91.6 -94.9 -94.5 -91.0
Year on year rate of change in gross inflow of remittances (in nat 9.9 -5.4 12.8 -4.0 8.6
currency) from migrant workers (%)

Public finance Note | 2006 2013 2014 2015 2016 2017
***General government deficit / surplus, relative to GDP (%) -1.4 -5.1 -6.2 -3.5 -1.2 1.1
***General government gross debt relative to GDP (%) 38.3 57.5 67.5 71.2 68.8 58.7
Total government revenues, as a percentage of GDP (%) 41.6 37.3 39.0 39.3 40.8 415
Total government expenditure, as a percentage of GDP (%) 43.0 42.5 45.2 42.8 41.9 40.4
Financial indicators Note | 2006 2013 2014 2015 2016 2017
Gross external debt of the whole economy, relative to GDP (%) 55.1 70.4 72.4 73.5 72.1 65.3
Gross external debt of the whole economy, relative to total exports 205.7 184.0 177.7 166.8 152.4 132.5
Money supply: M1 (banknotes, coins, overnigbposits, million euro) | 4) 2533 3387 3562 4148 4923 5653
Money supply: M2 (M1 plus deposits with maturity up to two ye| 5) 3531 4776 5075 5776 6 546 7360
million euro)

Money supply: M3 (M2 plus marketable instruments, million euro) | 6) 8031 14976 15280 16193 17794 19206
Total credit by monetary financial institutions to residents (consolidj 8153 19261 19708 20719 21632 22 806p
(million euro)

*Annual change in financial sector liabilities (%) 7) 1.7p 0.5p 2.8p 6.3p 2.9p
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**Private credit flow, consolidated, relative to GDP (%)

**Private debt, consolidated, relative to GDP (%)

Interest rates: daip-day money rate, per annum (%) 11.54 7.04 9.45 2.61 3.04 2.27
Lending interest rate (one yegpgr annum (%) 17.00 12.00 10.50 6.50 5.50 5.00
Deposit interest rate (one year), per annum (%) 11.00 7.00 5.50 2.50 2.50 2.00
Euro exchange rates: average o0]|8) 84.110 113.137 |117.306 | 120.733 |123.118 | 121.337
Tradeweighted effective exchange rate index, 42 countries (2005 =

**3 year change (T/13) in the tradewveighted effective exchange rg

index, 42 countries (2005 = 100)

Value of reserve assets (including gold) (milleuro) 9020 11189 9907 10378 10205 9962
External trade in goods Note | 2006 2013 2014 2015 2016 2017
Value of imports: all goods, all partners (million euro) 10463 13345 13512 14425 15225 17559
Value of exports: all goods, adartners (million euro) 4992 10413 10562 11447 12742 14 365
Trade balance: all goods, all partners (million euro) 5471 -2 933 -2 950 -2978 -2 483 -3194
Terms of trade (export price index / import price index * 100) (numb 99 106 106 108 111 108
Share of exports to E&8 countries in value of total exports (%) 62.1 63.8 65.7 67.0 67.6 67.6
Share of imports from EA28 countries in value of total imports (%) 57.2 55.7 57.1 57.3 58.7 58.9
Demography Note | 2006 2013 2014 2015 2016 2017
Crude rate of natural change of population (natural growth rate): nu -4.3 -4.8b -4.9 5.4 5.1 -55
of births minus deaths (per thousand inhabitants)

Infant mortality rate deaths of children under one year of age 7.4 6.3 5.7 5.3 54 4.7

thousand live births)
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Life expectancy at birth: male (years) 70.8 72.6b 72.8 72.8 73.2 73.1
Life expectancy at birth: female (years) 76.1 77.9b 78.0 77.9 78.3 78.1
Labour market Note | 2006 2013 2014 2015 2016 2017
Economic activity rate for persons agedi@®. proportion of thg 9) 67.9 66.1b 68.0b 68.1 70.0 71.2
population aged 2®4 that is economically active (%)

*Employment rate for persons agedi 8@: proportion of the populatio| 9) 54.0 51.3b 54.8b 56.0 59.1 61.5
aged 2064 that are irrmployment (%)

Male employment rate for persons aged&D(%) 9) 64.5 59.6b 62.5b 63.7 66.3 68.5
Female employment rate for persons agedb2{%o) 9) 43.8 43.2b 47.2b 48.3 51.9 54.5
Employment rate for persons agg8 64: proportion of the populatio| 9) 32.6 34.3b 36.7b 37.3 42.7 455
aged 5564 that are in employment (%)

Employment by main sectors

Agriculture, forestry and fisheries (%) 9) 21.3 19.9b 194 18.6 17.2
Industry (%) 9) 21.1 20.2b 19.9 20.2 21.2
Construction (%) 9) 4.7 4.5b 4.5 4.3 4.1
Services (%) 9) 52.8 55.4b 56.1 57.0 57.5
People employed in the public sector as a share of total employ 9) 32.7 31.4b 29.7 28.3 27.8
persons aged 264 (%)

People employed in the private secks a share of total employme| 9) 67.3 68.6b 70.3 71.7 72.2
persons aged 264 (%)

Unemployment rate: proportion of the labour force that is unempl{ 9) 20.9 22.3b 19.4b 17.8 154 13.6
(%)

Male unemployment rate (%) 9) 17.9 21.1b 18.5b 16.9 14.8 13.0
Female unemployment rate (%) 9) 24.9 23.9b 20.5b 18.8 16.2 14.4
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Youth unemployment rate: proportion of the labour force agd@4 9) 47.8 49.4b 47.4b 43.2 34.9 31.9
that is unemployed (%)

Long-term unemployment rate: proportion of the labour fdita has 9) 16.8 17.0b 13.0b 11.4 10.0 8.2
been unemployed for 12 months or more (%)

Unemployment rate for persons (aged & having completed at mo| 9) 21.2 18.6b 15.8 13.7 12.3
lower secondary education (ISCED level2)(%0)

Unemployment ratéor persons (aged 264) having completed tertian 9) 17.2 14.5b 14.4 13.4 11.8
education (ISCED levels-8) (%)

Social cohesion Note | 2006 2013 2014 2015 2016 2017
Average nominal monthly wages and salaries (national currency) 10) | 31745 60708b | 61426 61145 63474 65976
Index of real wages and salaries (index of nominal wages and sg 83.7 99.2 97.5 95.2 97.6 98.5
divided by the inflation index) (2010 = 100)

GINI coefficient 38 38 40 40 38
Poverty gap 36.6 39.3 37.5 394 38.8
*Early leavers from education and training: proportion of the populd 9) 12.6 8.9b 8.5b 7.5 7.0 6.2
aged 1824 with at most lower secondary education who are n(

further education or training (%)

Standard of living Note | 2006 2013 2014 2015 2016 2017
Number of passenger cars relative to population size (numbe| 203.6 246.5 251.5 257.7 266.8 279.6
thousand population)

Number of mobile phone subscriptions relative to population 894.7 1284.0 1317.1 1293.8 1291.8 12314

(number per thousand population)

Mobile broadband penetration (per 100 inhabitants)
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Fixed broadband penetration (per 100 inhabitants)

35.4

Infrastructure Note | 2006 2013 2014 2015 2016 2017
Density of railway networklines in operation per thousand km?) 11) | 49.2 49.3 49.3 48.6 48.6 48.6
Length of motorways (kilometres) 374 607 607 693 741 963
Innovation and research Note | 2006 2013 2014 2015 2016 2017
Public expenditure on education relative to GDP (%) 3.9 4.1 4.0 3.7 3.6 3.7
*Gross domestic expenditure on R&D relative to GDP (%) 0.44 0.68 0.72 0.81 0.84 0.87
Government budget appropriations or outlays on R&D (GBAORD), 0.42 0.43 0.44 0.39 0.40
percentage of GDP (%)

Percentage of householdbo have internet access at home (%) 18.5 55.8 62.8 63.8 64.7 68.0
Environment Note | 2006 2013 2014 2015 2016 2017
*Index of greenhouse gas emissions, ,@Quivalent (1990 = 100) 86.9 76.0 65.3 73.3 75.9

Energy intensity of the economy (kg oil equivalent per D00 euro 596.1 454.2 412.7 449.5 453.3 453.3
GDP at 2010 constant prices)

Electricity generated from renewable sources relative to gross elec 30.7 27.4 31.0 27.1 29.0 24.5p
consumption (%)

Road share of inland freigtransport (based on torsken) (%) 40.4 41.5 41.2 48.7 51.5
Energy Note | 2006 2013 2014 2015 2016 2017
Primary production of all energy products (thousand TOE) 10512 11371 9443 10762 10695 10496
Primary production of crude oil (thousam®E) 660 1277 1216 1121 1028 988
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Primary production of solid fuels (thousand TOE) 7819 7671 5713 7201 7201 7216
Primary production of gas (thousand TOE) 236 423 444 456 417 389
Net imports of all energy products (thousand TOE) 6524 3602 3736 4108 4593 5330
Gross inland energy consumption (thousand TOE) 17065 14940 13358 14808 15432 15748
Gross electricity generation (GWh) 36481 39877 34060 38298 39342 37045
Agriculture Note | 2006 2013 2014 2015 2016 2017
Agricultural production volume index of goods and services (at prog 102.8 110.1 103.2 112.3 98.9
prices) (2010 = 100)

Utilised agricultural area (thousand hectares) 12) | 3537 3495 3518 3480 3456 3438
Livestock numbers: live bovine animdgthousand heads, end of periog 1106 913 920 916 893 899
Livestock numbers: live swine (thousand heads, end of period) 3999 3144 3236 3284 3021 2911
Livestock numbers: live sheep and live goats (thousand heads, ¢ 1855 1841 1967 1992 1865 1887
period)

Raw milk available on farms (thousand tonnes) 1692 1548 1596 1611 1604 1599
Harvested crop production: cereals (including rice) (thousand tonnej 12) | 8825 9091 10848 8437 10869 6793
Harvested crop production: sugar b@bbusand tonnes) 12) | 3392 3180 3507 2183 2684 2513
Harvested crop production: vegetables (thousand tonnes) 12) | 1140 1062 965 1108 1156 1087

: = not available

b = break in series

p = provisional

* = Europe 2020 indicator

** = Macroeconomic Imbalance Procedure (MIP) indicator

*** = The government deficit and debt data of enlargement countries are published on
is" basis and without any assurance as regards their quality and adherence to ESA rules
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1)
2)

4)

5)
6)
7
8)

9)
10)

11)
12)

Footnotes

Datamight not be reliable due to delays in updating the Serbian statistical business reg
2006: based on balance of payments manual edition 5 (BPM5).

Secondary income only.

The money supply M1 consists of currency in circulation and fundsanaurrent and othe
accounts belonging to the owners of money balances in banks' liabilities, including
balances in the accounts of local government bodies, in other words accounts fron
payments can be made without any restrictions.

The money supply M2, in addition to M1, includes other dinar deposits, bothambiong
term.

The money supply M3, in addition to M2, includes short and-teng foreign currency
deposits (without the scalled frozen foreign currency savings).

The total financial sector liabilities are the sum of all liabilities of the financial se
excluding captive financial institutions.

Arithmetic mean of official middle exchange rates of the dinar against the euro on w
days.

2014: change ofveighting system.

2006: wages and salaries paid to employees of legal entities22Q¥3 wages and salari
paid to employees of legal entities and of unincorporated enterprises.

Density relative to the total area (including inland watea#)er than the land area.

In 2014, a new method of data collection including sample surveys was set up. Time
have been revised back to 2007.
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