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1. INTRODUCTION
1.1 Context

The European Council granted Serbia the status of candidate country in 2012. Since the
opening of Serbi@ accession negotiations in January 2014, 18 out of 35 chapters have been
opened, two of which provisionally closed. In 201®0 negotiation chapters were opened.

The overall pace of negotiations will continue to depend in particular on a more intense pace

of rule of law reforms and on the. normalisat

The Stabilisation and Association Agreent (SAA) between Serbia and the EU entered into
force in September 2013. Serbia continued to implement the SAA, although a number of
compliance issues remain.

The Serbian government continued to declare European integration as its strategic goal.
Howe\er, several statements were initially made by Haytking officials in the context of

the COVID-19 crisis, which were not in line with this strategic commitment. Notwithstanding

its latest more positive signals towards the EU, the Serbian authorities| overd to place

more emphasis on objective and unambigious positive communication on the EU, which is
Serbiabs main political and economic partner

The COVID19 pandemic is a global shock that has not spared the Western Balkans. It
represents an unpreaaded burden on their health and social protection systems. The final
extent of its footprint in terms of loss of human lives and damage to the economies is still
difficult to assess, but early estimates foresee a drop of betwéén &f gross domestic
product (GDP) in the region. Thousands of citizens are at risk of losing their jobs, and
temporary government support measures (unemployment benefits, deferrals/waivers to tax
and social security contributions, etc.) have an important fiscal impact.

While the EU is itself heavily affected by the pandemic, it has spared no time and effort to
provide essential and unparalleled support to the Western Balkans. This includes financial
support of more than EUR 3.3 billion for countries in the region to addresisnthediate

health crisis and resulting humanitarian needs, as well as longer term and structural impact on
their societies and economies. Given the European perspective of the Western Balkans, the
EU is also treating the region as privileged partnersdoga@ ci at i ng t hem wi tfF
mechanisms and instruments. These include the Health Security Committee, Joint
Procurement Agreements, Union Civil Protection Mechanism, Solidarity Fund, consular
assistance in repatriation or exemption from temporary Epbréxestrictions of medical
equipment. These and other measures have provided immediate relief and are a clear message
of the EUOG6s political commi t ment towards the

The Serbian government announced two financial packages in the total worth of .EUR 5
billion to support the economy through the COWVID crisis. The packages contained
earmarked budget funds for direct cash subsidies to the private sector, for a programme of
favourable loans and for state guaranteed loans. Additional financial aidylthsoypport
schemes was announced for particularly affected sectors, such as tourism and transport.
Furthermore, the government paid a minimum salary for employees of small and medium
enterprises for three months and deferred the payment of taxes and semiaity
contributions. The latter two measures were prolonged in July 2020 for another month and
were complemented by the establishment of a new programme granting state support for each
newly created job for the period of nine months. All citizens d8ewere offered a EUR 100

" This designation is without prejudice to positions on status, and is line with UNSCR 1244/1999 and the ICJ
Opinion on the Kosovo declaration of independence.
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cash transfer. Serbia pledged EUR 2 million
to help develop and ensure equitable access to CQ9laccines, tests and treatments.

The president, prime minister and speaker ofigraent declared state of emergency on 15
March. The authorities aligned their actions to deal with the pandemic with World Health
Organisation (WHO) recommendations and imposed +nadging temporary measures,
including strict curfew hours, closure ofr@mls and universitiegians on public gatherings,
freezing of most air traffic and closing of borders.

The parliament only convened just over six weeks after the state of emergency was called,
which limited its ability to scrutinise the executive durihgstperiod.

After the state of emergency was lifted on 29 April, the country held elections on 21 June and
several precautionary measures were lifted. Amid a rising number of coronavirus cases in
early July, the President announced the reintroducti@nstrficter curfew. This led to protests

in Belgrade and several other cities, during which protestors expressed dissatisfaction with the
government 6s handling of the pandemic and w
Serbia. Protests turned violeimt some places and several clashes erupted between police
forces and some of the protestors. The EU reminded the authorities that, while protecting
peoplebs |ives and health should be the firs
use of fore must be measured and proportionate at all times.

1.2 Summary of the report

As regards theoolitical criteria , the parliamentary, provincial and municipal elections in
Serbia initially foreseen for April were postponed following the outbreak of the DAY
pandemic and held on 21 June 2020. While contestants were able to campaign and
fundament al freedoms were respected, voter
overwhelming advantage and the promotion of government policies by most major media
outlets, according to the Organisation for Security ando@ration in Europe/Office for
Democratic Institutions and Human Rights (OSCE/ODIHR). Numerous recommendations
previously made by ODIHR remain unaddressed. It is crucial that the Serbian awhoritie
address longtanding electoral shortcomings through a transparent and inclusive dialogue
with political parties and other relevant stakeholders well ahead of the next elections. A
number of opposition parties boycotted the elections.

The newly constitted Serbian parliament is marked by the overwhelming majority of the
ruling coalition and the absence of a viable opposition, a situation which is not conducive to
political pluralism in the country. During the previous legislature, some steps were daken t
address shortcomings in the work of the parliament with the reduction of urgent procedures
and previous practices of filibustering. Several opposition parties continued their boycott of
parliamentary sessions. Inflammatory language against political nep and
representatives of other institutions expressing diverging political views was used during
parliamentary debate. The effectiveness, independence and transparency of the parliament,
including the role and prerogatives of the parliamentary oppositieed to be strengthened to
ensure the necessary checks and balances indispensable in a democratic parliament. The new
parliament and political forces should continue to engage in thepatgr dialogue led by the
European Parliament, with a view tmproving parliamentary standards and forging broad
crossparty and societal consensus on-El¢ | at ed ref or ms, which is
progress on its EU path.

Serbia is moderately prepared in the areputilic administration reform . No progress as
made overall ashe excessive number of acting senior manager positions\@asizeably
reduced. Lack of transparency and respect of the Hb@sid recruitment procedure &amior



civil service positionsis an issue of increasingly serious concerrhe Teffective
implementation of the law on the planning system needs to be ensured through a strong
quality control of the Public Policy Secretariat.

Serbids judicial system has some level of preparatioNo progress was made over the
reporting periodThe constitutional reform on the judiciary was put on hold until after the
2020 parliamentary elections. This delay has repercussions on the adoption of related judicial
legislation that is needed to increase safeguards for judicial independence. Thdoscope
continued political influence over the judiciary under the current legislation is a serious
concern. Serbia continued its efforts to reduce old enforcement cases and harmonise court
practice.

Serbia has some level of preparation in figat against corruption . Limited progress was
made over the reporting peric@perational steps have been taken to strengthen the mandate
and to ensure the independence of the -@atiruption Agency, as well as to enhance its
capacities with a view to implementing tlav on the prevention of corruption upon its entry
into force in September 2020he changes brought by the law on the organisation and
jurisdiction of government authorities in suppression of organised crime, terrorism and
corruption, in force since MarcR018, produced some results in terms of finalised cases.
Overall, corruption remains an issue of concern. There is still no effective prevention
coordination mechanism in place. The number of finalised-leigdl corruption cases has
decreased compared tvithe previous years. Serbia needs to increase its efforts and step up
the prevention and repression of corruption.

In the fight against organised crime Serbia has some level of preparation with limited
progress over the reporting period related notablystructural reforms and interagency
cooperation. Serbia is stepping up its cooperation with Eur@parall, Serbia has yet to
establish a convincing track record of effective investigations, prosecutions and final
convictions in serious and organisedne cases, leading to an increased amount of
confiscated assets. Serbia needs to increase its efforts in dismantling large and internationally
active criminal organisations.

The legislative and institutional framework for upholdfimgpdamental rights is broadly in

place. However, its consistent and efficient implementation still needs to be ensured. Human
rights institutions need to be strengthened and their independence guaranteed, including via
the allocation of the necessary financial and human reseuferbia has adopted a new
media strategy, which was drafted a transparent and inclusive manner and identifies the
main challenges related to media freedom in SeHdavever, implementation of the new
strategy has not yet started and no progressmade yet on the ground to improve the
overall environment fofreedom of expressionAs identified in the media strategsases of
threats, intimidation and violence against journalists are still a source of serious concern.
Transparency of media ownerstapd of allocation of public funds, especially at local level,

has yet to be established. ODIHR found that most TV channels with national coverage and
newspapers promoted government policy during the electoral campaign. It also found that the
few media odets which offered alternative views had limited outreach and provided no
effective counterbalance, which compromised the diversity of political views available
through traditional media, through which most voters receive information.

Serbia continued tagnificantly contribute to the management of the miradration flows
towards the EU by playing an active and constructive role and cooperating effectively with its
neighbours and EU Member States. It also continued to effectively implement the integrated
border management strategy and its action plan.



On theeconomic criteria, Serbia made some progress and is moderately prepared/at a good
level of preparation in develamy a functioning market economy. Prior to the COMI®

crisis, the pace of GDP growth picked up as domestic demand strengthened. External
imbalances widened but their financing remained healthy due to high inflows of foreign direct
investment. Price presss remained subdued and inflation expectations contained. By
reducing the budgetary deficit and maintaining a prudent fiscal stance, Serbia has significantly
improved debt sustainability. Labour market performance has improved, with the lowest
unemploymenrates in the last decade; however, this was also due tedeatg emigration.

The COVID-19 crisis is however projected to strongly deteriorate the economic outlook in
2020, in particular as regards GDP growth, public finances and employment. While some
progress has been made in the reforms of the tax administration and the privatisation of state
owned banks, other structural reforms of public administration and state owned enterprises
advanced slowly. Weaknesses in the budgetary framework need toressadd There has

been no progress in strengthening the fiscal rules. The state retains a strong footprint in the
economy and the private sector is hampered by weaknesses in the rule of law.

Serbia made some progress and is moderately prepared to copemjtétitive pressure and
market forces within the EU. The structure of the economy improved further and economic
integration with the EU remained high. However, despite some progress, the quality and
relevance of education and training does not fully nesiur market needs. Investment has
continued to increase but, after years of underinvestment, remains insufficient to address
serious infrastructure needs. Serbia needs to apply the same rules for prioritising, selecting
and monitoring all capital invesients regardless of the type of investment or the source of
financing, including those under intergovernmental agreements. All investment decisions
need to follow EU standards on public procurement, state aid, environmental impact
assessments and cdindit analysis. Although the cost of borrowing for small and medium
sized enterprises has declined recently, they still face a number of challenges, including a
volatile business environment and unfair competition.

Serbia overall remained committed to bitateelations with other enlargement countries and
neighbouring EU Member States and an active participamional cooperation Relations

with Montenegro have been marked by tensions, including concerning the 30 August
parliamentary elections in Montegro. Serbia demonstrated its commitments to provide a
renewed impetus to regional cooperation and enhanced regional ownership at the summits in
Novi Sad, Ohrid and Tirana. It is important that regional initiatives include all partners in the
Western Balkas and are based on EU rules, building on commitments previously taken in the
framework of CEFTA, the Regional Economic Area (REA) or the Transport Community
Treaty.

Regarding thenormalisation of relations with Kosova the EUfacilitated dialogue resumed

with high-level meetings on 12 and 16 July, and 7 September 2020. A number of expert level
meetings took place in Brussels. Serbia needs to make further substantial efforts and
contribute to reaching @mprehensive legally binding agreement with Kosovo.
Such an agreementis urgent and crucial so that Kosovo and Serbia can advance on their
respective European paths.

As regards itability to assume the obligations of membershipSerbia stepped up its work

to align legislation with the Elacquisin the economic and internal market chapters. The
country made good progress in economic areas such as company law, intellectual property
law, competition and financial services. However, limited progress was made on public
procurement. Even though Serbia alignsignificant parts of its public procurement
legislation with theacquis a law on special procedures for linear infrastructure projects,
adopted in February 2020, all ows exempti on
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for Serbia from the apjgation of public procurement rules and, thus, allows for the
circumvention of EU rules and standards. Especially the implementatiotejovernmental
agreements concluded with third countries do not seem to be systematically in line with the
principlesof equal treatment, nediscrimination, transparency and competition and neither
fully consistent with the relevant Eatquisand national legislatiorEnvironment and climate
change need to receive adequate political attention, translating into bettetination,
stronger institutions, more financing and mainstreaming across all sectors of the economy.
Advancing on a green energy transition, away from coal, needs to become a priority, and a
part of Serbia redoubling its efforts to fight air pollutioRegarding transport, Serbia
continued with rail reforms. Transport investment decisions need to ensure best value for
money. Adequate financial and human resources and sound strategic frameworks will be
crucial for the pace of reforms, including in pastic ar t he appoint ment of
EU negotiating team.

Serbia continued to develop intense relations and strategic partnerships with a number of
countries worldwide, including Russia, China and the US. Cooperation with China increased
during the @VID-19 crisis and was marked by p@hina and EU sceptical rhetoric by high
ranking state officials. Frequent hidgvel contacts and regular bilateral visits with Russia
were maintained as well as military technical cooperation, including joint mititatg and

arms trade arrangements. The President of Serbia pledged to move the Serbian embassy in
Israel to Jerusalem by July 2021. Serbia aligned with 60% of the EU CFSP positions in 2019
and needs to step up its efforts in order to progressively atigoreign and security policy

with that of the European Union in the period up to accession.

1.3 State of play of the accession negotiations

9 | Remaining chapters without opening benchmarks

4 | Draft EU common 21 Freedom of movement for workers
positionin Council 37 Right of establishment & freedom to provide service
147 Transport policy

217 Trans European Networks

1 | Serbia presented its 2771 Environment
Negotiating Position,
COM prepares Draft
EU common position

2 | Serbia invited to 107 Information society and media
present its Negotiating 2871 Consumer and health protection
Position

1 | Screening reports still | 317 Foreign, Security and Defence Policy
discussed in Council
working group

341 Institutionsi Currently not applicable for Serbia

8 | Remaining chapters with opening benchmarks

Opening benchmarks| | 117 Agriculture and rural development
assessment reports

: ; . 2271 Regional policy & coordination of structural
discussed in Council 9 policy




working group instruments

6 | Serbia working on 11 Free movement of goods
fulfilment of opening y iy .
benchmarks 81 Competition policy
127 Food safety, veterinary and phytosanitary policy
157 Energy
167 Taxation

197 Social policy and employment

16 Chapters opened (in total 18) date

Serbia working on 47 Free movement of capitall0/12/19
fulfilmgnt of interim 57 Public procuremerit 13/12/16
or closing benchmark

61 Company law 11/12/17
771 Intellectual property law 20/06/17
91 Financial services 27/06/19
1371 Fisheries 25/06/18
177 Economic and monetary poli¢y10/12/18
1871 Statistics’ 10/12/18
2071 Enterprise and industrial polidy27/02/17
2371 Judiciary and fundamental righitsl8/07/16
2471 Justice, freedonsecurityi 18/07/16
2971 Customs Unioni 20/06/17
307 External relation$ 11/12/17
321 Financial control 14/12/15
331 Financial and budgetary provision25/06/18
357 Other issues / Normalisation with Kosovd4/12/15

+ 2 Chapters opened angbrovisionally closed

2571 Science and research (opened and closed at 13/12

2671 Education and culture (opened and closed at 27/0Z

2. FUNDAMENTALS FIRST : POLITICAL CRITERIA A ND RULE OF LAW CHAPT ERS
2.1. Functioning of democratic institutionsand public administration reform
2.1.1 Democracy

The reporting period was marked by deep political polarisation, in particular in the context of
parliamentary, provincial and municipal elections on 21 June 2020. While elections were
administered effi@ntly, the dominance of the ruling party, including in the media, was of
concern. A number of opposition parties boycotted the elections despite efforts led by the
European Parliament to create crpssty consensus on electoral reforms, citing democratic
concerns and an uneven playing field. The newly constituted Serbian parliament is marked by
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the overwhelming majority of the ruling coalition and the absence of a viable opposition, a
situation which is not conducive to political pluralism in the country.

Following the outbreak of th€OVID-19 crisis, a state of emergency was declared on 15
March by a joint decision of the president, prime minister and speaker of parliament. The
authorities imposed widenging measures restricting fundamental freedonskjding strict

curfew hours. The adequacy and proportionality of some of these measures were disputed by
several domestic and international organisations. The parliament only convened just over six
weeks after the state of emergency was called, whichelimis ability to scrutinise the
executive during this period. The state of emergency was approved by parliamer2®n 28
April and lifted a week later.

Following that, the country held elections on 21 June and several precautionary measures
were lifted.Amid a rising number of coronavirus cases in early July, the President announced

the reintroduction of a stricter curfew. This led to protests in Belgrade and several other cities,
during which protestors expressedingditeesat i sf
pandemic and wider concerns over the state of democracy in Serbia. Protests turned violent in
some places and several clashes erupted between police forces and some of the protesters. The
EU reminded the authorities that, while protectingpeepé s | i ves and heal th
priority and public order must be guaranteed, any use of force must be measured and
proportionate at all times.

Elections

The parliamentary, provincial and local elections initially foreseen for April were posty
to 21 June 2020 following the COVAID9 crisis. While contestants were able to camp
and fundamental freedoms were respected, voter choice was limited bytleergm i n g
overwhelming advantage and the promotion of government policies by most major
outlets, according to the Office for Democratic Institutions and Human Rights 4
Organisation for Security and Cooperation in Europe (OSCE/ODIHR). Nww
recommendations previously made by ODIHR remain unaddressed. It is crucial tf
Serbian authorities address lestgnding electoral shortcomings in a transparent
inclusive dialogue with political parties and other relevant stakeholders well ai¢he nex
elections.

The elections of 21 June were characterised by intense political polarisation, amidst a boycott

by most of the opposition. With 48.9%, voter turnout was lower than in previous
parliamentary elections (2016: 56%). Only three IEssed the 3% threshold: The Serbian
Progressive Party (SNS), led by the Serbian President, with 60.65% of the vote (188 of the
250 seats in parliament); SNS6 coalition pa
(32 seats), and the Patriotic Allice of Serbia with 3.83% (11 seats). Four parties
representing national minorities, which are exempt from the threshold, obtained overall 19
seats.

Despite travel and other restrictions, ODIHR deployed a special election assessment mission,
upon the inviation of the Serbian authorities. ODIHR found that parliamentary elections were
administered efficiently, despite challenges posed by the C&¥Ipandemic, but the
dominance of the ruling party, including in the media, was of concern.

On election day, mcedures were generally followed, but ODIHR observers noted cases and
received reports of violations of the campaign silence that benefitted the ruling party. Local
observers found irregularities and incidents #1086 of the polling stations, an increase
compared with previous elections.



The official campaign period started on 4 March but was suspended during the state of
emergency. The campaign, including calls for a boycott, remained overakelpvand

focused on recovery from the COUD® pandemic, wite EU accession and related reforms

did not feature as main topics. Physical campaigning was limited and most of the campaign
took place in the traditional media of TV and print, as well as in online media and on social
networks. During the electoral caaign, ODIHR found that most TV channels with national
coverage and newspapers promoted government policy, and the few media outlets offering
alternative views have limited outreach and were therefore unable to provide an effective
counterbalance. Anothessg e c t noted by ODIHR was the mes
with media coverage of the presi de-hScrisend t he
The dual role of the president as chairpers
electoral Ist blurred the line between his official duties and the election campaign.

Ahead of the elections, some steps were taken to improve electoral conditions in the context
of a European Parliameted dialogue between the ruling and several opposition parties.
Subsequently, the government adopted decisions amongst others aiming to improve the
accuracy and transparency of voting lists, to strengthen the work of the electoral
administration, and to clarify conditions for the work of election obserdszgislative
amendments were adopted in December 2019 to clarify provisions on prohibiting the use of
public resources for electoral campaign purpogéss work was taken forward by the
government working group on elections, established in August 2019.

A parliamentary supervisory board, charged with the overall monitoring of the campaign, was
establishedThe threevacant postsn the Council of the Regulatory Body for Electronic
Media (REM), which has a key role in supervising the electronic media,fikedeand two
membergeplacedREM adopted rules supplementing the legal framework for media conduct
during elections, but these rules were not mandatory for private broadcast media, which raised
guestions given the perceived bias of the broadcast raeeiall. Despite the availability of a

range of media monitoring efforts which would have allowed for scrutiny, ODIHR found that
both the parliamentary supervisory board and the REM remained passive in supervising
media conduct during the campaign peritd.the final phase of the campaign, the REM
banned several electigrlated ads.

In February 2020, the ruling coalition proposed the lowering of the electoral threshold from
5% to 3% and a formula for enhanced representation of national minority lisgtse Key
amendments were passed in parliament in a swift manner and without prior consultations,
limiting the inclusiveness of the process. European standards (e.g. the Venice Commission
code of good practice) provide that the fundamental elements ofraldete should not be
significantly amended less than one year before an election. During the same parliamentary
session, at the request of an opposition member, changes were introduced to increase the
minimum quota for the less represented gender fro@283o0 40% on election lists. In May

2020, legislative changes were adopted amending the rules for the certification of signatures
necessary to support the election lists.

While the legal framework enables democratic elections to be held, numerous of the
recommendations previously made by ODIHR remain unaddressed, including areas such as
election administration, media, campaign finance, dispute resolution and sanctions for
electoral violations. Amongst other issues, the campaign finance regulatory franmstilork

does not ensure transparency of campaign finance and the effectiveness of oversight. Work on
meeting all ODIHR recommendations should start immediately in a transparent and inclusive
manner, to make use of the period between elections for a comgikehemd inclusive

review of the electoral framework.
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Parliament

The newly constituted Serbian parliament is marked by the overwhelming majority
ruling coalition and the absence of a viable opposition, a situation which is not condu
political pluralism in the country. Following the outbreak of the COMI® pandemicthe
parliament only convened just over six weeks after the state of emergency was calleq
limited its ability to scrutinise the executive during this peridbde new parliarant and
political forces should continue to engage in the iptaty dialogue led by the Europe
Parliament, with a view to forging broad crgssty and societal consensus on-lated
reforms, which is vital for the countr

Overall, parliamentary oversight of the executive remains rather formalistic and, thus, the
democratic accountability of the executive branch is weak. This trend was accentuated
following the outbreak of the COVH29 pandemic, which tilted the democralialance of

power further towards the governmeith e par |l i ament 6s ability to
particular to oversee the emergency measures introduced by the government, was limited
during the state of emergencWlost opposition members conted their boycott of
parliament sessions throughout the reporting period, and, in September 2019, announced a
boycott of the upcoming parliamentary elections.

Some steps were taken during the previous legislature to address shortcomings in the
par | i awok.nUrgerst parliamentary procedures were used for 19% of legislative
procedures between 1 March 2019 and 31 March 2020 compared with 44% during a similar
timeframe a year ago. Previous filibustering practices were significantly reduced. The 2020
budget vas adopted with more time for debate than in the previous year. For the first time
since 2014, the plenary discussed the annual reports of independent bodies and adopted
conclusions. Six public hearings were held in 2019 (compared with one in 2018)yvand fi
guestion and answer sessions with the executive were held in 2019 (five in 2018). Committees
held regular reviews and hearings on the work of relevant ministries. However, more
systematic support for the work of independent regulatory bodies needsptovied, by
regularly monitoring the implementation of their recommendations and holding the executive
bodies accountable.

Inflammatory language against political opponents and representatives of other institutions
expressing diverging political viewsas used during parliamentary debates. This included
verbal attacks, amplified by some media, against a member of the European Parliament
leading the inteparty dialogue. All politicians have a responsibility to avoid inflammatory
language and to counteatie speech.

The newly constituted parliament and political forces should continue to engage in the inter
party dialogue, with a view to creating an atmosphere of societal dialogue angbantyss
consensus on Etklated reforms. The rules of procedure stidae amended and a code of
conduct adopted, in line with best practices and with EU expertise. The effectiveness,
independence and transparency of the parliament, including the role and prerogatives of the
parliamentary opposition, need to be strengthettecensure the necessary checks and
balances indispensable in a democratic parliament. The opposition also has a responsibility to
make full use of the intgoarty dialogue and put forward constructive proposals, thereby
representing the interests of theimstituents.

The parl i ament continued to hold debates on
accession chapters as well as exchanges with the core negotiating team and with the National
Convention on the European Union.
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Some 97 out of the 25Members of the newly constituted parliament are women. Changes
were introduced to increase the quota for the less represented gender from 33.3% to 40% on
election lists.

Governance

The Serbian government continued to declare EU membershipstraitgic goal. Howeve
several statements were initially made by highking state officials in the context of t
COVID-19 crisis, which were not in line with this strategic commitment. Notwithstandir
latest more positive signals towards the Ehk government overall needs to place m
emphasis on objective and unambi gi ous
main political and economic partner. Furthermore, political focus and human and fir]
resources on EU accession needhtvease. A new head of the EU negotiating team sh
be appointed as a matter of urgency.

The Serbian negotiating team saw substantial turnover of staff, which had a negative impact

on its capacity to fulfil its coordinating role. Adequate human andnfiial resources will

need to be allocated across all institutions involved so Serbia can meet its objectives as

regards EU accession negotiations. The head of the negotiating team resigned in September
2019 and a new one needs urgently to be appointed.

Consultations continued with relevant stakeholders, including civil society organisations
(CSOs), through the National Convention on the EU. However, the inclusiveness and
transparency of the reform process, in particular on issues related to EU accessibio be
improved as a matter of priority and public consultations on policies and legislation need to be
more substantive.

The role of independent bodies needs to be fully acknowledged and their recommendations
followed up promptly. Monitoring of themplementation and impact of the reform processes

needs to be further improved. Authorities should put more emphasis on objective
communication about the EU, as Serbiads mai
strategic choice of EU accession nees be communicated more paatively and
unambiguously in public debate. Further efforts are needed to promote EU values in Serbian
public debate and in education, including readiness for reconciliation.

Regarding local selfjovernment, the law on Vojvodinb s f i nancing resourc
adopted as provided for under the Constitution. Local administrative capacity is still weak and
significant disparities between municipalities persist. Responsibilities still continue to be
borne at local level withouproper analysis of the capacity and human/financial resources
required. The few local governments which were run by opposition parties have reported
continued political pressures by ruling party authorities.

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

Civil society

While somestepswereinitiated in termsof issuingguidelinesand planningof consultations,
further efforts are still neededo ensuresystematiccooperatiorbetweenthe govenmentand
civil society.An enablingenvironmenfor the developmenandfinancingof civil societystill
needdo beestablisheadn theground.

An empowerectivil societyis a crucial componenbf any democraticsystemandshouldbe
recognisedindtreatedassuchby stateinstitutions.
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CSOsand humanrights defenderscontinuedto raise awarenessabout civil and political
rights. This takesplacein anincreasinglypolarisedenvironmenthatis not opento criticism,
with the authoritiesmaking negative statementsechoedby some media, about CSOsin
generaland on the funding of certainassociationsn particular. Thesestatements@re made,
for example,in the contextof smearcampaignsor in parliamentarydebatesOrganisations
and individuals that criticise the authoritiesin developmentgelatedto the rule of law are
under particular pressure Harsh criticism againsthumanrights defendershas continuedin
tabloid newspaperandintensifiedin the periodprecedinghe parliamentaryelections.In July
2020, a list containingthe namesof CSOsand mediareportedlysubjectto a risk assessment
by the Administrationfor the Preventionof Money Laundering (APML) was leakedto the
public. The applicablelegal basisfor the A P M L &ctons,andthe complianceof the APML
with the recommendation®f the FATF will needto be clarified (SeeChapter4 i Free
Movemenbf Capital and Chapter241 Justice Freedomand Security.).

A nationalstrategyandactionplanto help createa positive environmentfor CSOshavestill
notbeenadoptedA councilfor civil societycooperatiorhasyetto besetup.

The National Conventionon the EU (composedof representatigs of governmentabodies,
political parties, non-governmental organisations,experts, trade unions, private sector
organisationandrepresentativesf professionabrganisations)ywhosegoalis to contributeto
a structureddebateon S e r baccassisrio the EU, hascontinuedto monitor and assesshe
progress of accession negotiations. The authorities should use its expertise more
systematicallyjn orderto benefitfrom the full potentialof the Conventionandits working
groups.

In January 2020, theogernment adopted guidelines on the inclusion of CSOs in working
groups for drafting regulations and public |
with civil society created a database -of 06CS
governments. The use of the urgent procedure for adopting laws was reduced, potentially
allowing for more time for consultations in the kmaking process. However, a number of

CSOs have reported that the time given for public consultations was stilhoot ar that

their comments on draft laws were not given sufficient consideration and fofilow

For the first time, all public administration bodies were obliged in 2019 to submit an annual
plan as regards public calls for financing CSOs to the officedoperation with civil society,
which then published an@lendar of public calls. The implementation in practice of such
annual plans needs to be monitored. The criteria for public financial support for CSOs need to
be better defined and implementeddansure overall transparency, especially at local level.
Due to the COVIB19 pandemic and reallocation of funds under the state of emergency,
several grant procedures for CSOs, at state and local level, have been suspended.

2.1.2. Public administration reform

Serbia ismoderately preparedwith the reform of its public administration. It has developed
further eservices delivery. Howevemo progress was made on the three Commissjon
recommendations of last year, which therefore remain valid. There was no sizeable reduction
of the excessive number of acting senior manager positions. The law on the planning system
and its implementing legislation stadtdeing applied. However, line institutions need to
further take into account the quality control role of the Public Policy Secretariat, whose
opinions are mandatoriy meaning that the Secretariat must be consultédt not legally
binding, as there is nomechani sm to verify +that t hle Sec
incorporated and that the final draft versions of laws and policy documents are compliant with

the legislation. Despite the adoption of a decree on capital projects management, the
recommendatin to develop a single mechanism for prioritising all investments regardless of
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the type and source of financing still needs to be fully addressed. There is an urgent|need to
address all those persisting shortcomings.

In the coming year, Serbia shouldparticular:

- start recruiting senior civil servants effectively through a nisagted procedure and
reduce the excessive number of acting positions;

- ensure a strong quality control role of the Public Policy Secretariat to allow far the
effectiveimplementation of the law on the planning system;

- put in place a unified, comprehensive and transparent system for capital investment
planning and management.

Strategic framework for public administration reform

Serbia continued implementing psiblic administration reform (PAR) strategy and action

plan as well as itpublic financial management (PFM) reform programme A new PAR
strategy, for 20212030, is being prepared and aims to further streamline the sector strategic
framework, including the publiinancial management programme, and multiple underlying
strategic documents. The government ensures regular monitoring and reporting on the
implementation of reforms, but a coordinated monitoring and reporting system, which also
covers managerial accounil#tly, is yet to be set upsee Chapter 32 Financial Contro).

CSOs continue to take part in the monitoring of reforiglitical support for public
administration reform is in place through the PAR Council, chaired by the Prime Minister.
However, only wo meetings of the PAR Council were held during the reporting period.
Consistency between appropriations in the budget, the meadimexpenditure framework

and costing of the overall PAR strategic framework improv@dancial sustainability is

still a cncern due to reliance on donor funding.

Policy development and coordination

Institutions remain in place for a central governmmilicy-making system including for the
European integration process, but weaknesses persist due to the continuing ffousabn

and procedural issues. The strategic planning system, regulated through the law on the
planning system, sets out clear rules for developing, monitoring and reporting on sector
strategies. In that context, the effectiveness of quality control biuhkc Policy Secretariat,
including on the costing of strategies and their links to medarm fiscal planning, has yet

to be demonstrated. This is because the Secr
mandatoryi meaning that the Secret@ must be consultedbut not legally binding. There is

no mechanism to verify that the Secretariat ¢
final draft versions of laws and policy documents are compliant with the legislation. The full
implementabn of the law on the planning system will be further assessed when the majority
of the current strategic documents expire, and new ones will need to be prepared under the
new methodology described in the law. A unified information system, envisaged lawthe

on the planning system, has yet to carry out its intended function in the overall policy
planning system. Namely, all neivsince the entry into force of the above lawpolicy
documents and their monitoring indicators will need to be entered imtheduinformation

system, and subsequent reporting will also need to be carried out in that systetarnMid
plans for 2020, which were legally required to be adopted by all institutions by the end of
January 2020, were only adopted by three instituti®hs. national plan for the adoption of

the acquis (NPAA) and the government annual work programme need to be better
synchronised.
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The capacity forinclusive and evidencebased policy and legislative development
including when aligning with the Elcquis still needs strengthening. Administrative data
collection and its systematic use for policy and-laaking has yet to improve across the
administration. The methodology on impact assessments, as well as the obligation for line
institutions to take into accu nt the Public Policy Secretardi
documents to the government, have yet to be consistently applied in practice. Regulatory
impact assessments need to be systematically submitted to the parliament together with
legislative prposals. Better coordination between the Ministry of Finance and the Public
Policy Secretariat has yet to be established to ensure that there are no discrepancies between
financial impact assessments, which the Ministry of Finance coordinates, and financial
information in the regulatory impact assessments. Regardingnmtésterial consultations,

official high-level mechanisms still do not exist for resolving possible conflicts between
services. The regulatory framework faublic consultationsrequires tht such consultations

are organised early in the poliayaking process, and sets detailed instructions on reporting
publically on the outcome of the consultations. The scope of public consultations has
improved. However, their impact and consistent apptinawill need to be assessed in
practice(See Civil sociely

As regardspublic scrutiny of government work, planning system regulations require the
government and ministries to prepare and publish monitoring reports on the implementation

of strategic dogments. Measuring achievements against stated objectives rather than
reporting on implemented activities has yet to be achieved. Quarterly reports on the

i mpl ementation of the NPAA continue to be p
includes the anual government work plan. However, it still does not provide access to the
rest of the governmentds main public policy
the government programme or monitoring reports of key government work plans. Minutes

and conclusions of government sessions are not published either.

Public financial management

The 20162020 PFM reform programme is being implemented with delays. The future
programme needs to ensure more realistic planning, costing and sequencing, better links with
sector strategic framework and an increased focus on performance indicators and results.

The goverment managed to keep the public finances on a sustainable path to more
realistically planned revenue and expenditure projections. Final accounts as regards
implementation of the budget 20@P18, a legal obligation, have been adopted by the
parliament afte several years of necompliance. The capital budget execution level
continued its upward trend but a unified, comprehensive, effective and transparent system for
planning and management of capital investments is yet to be put in place. The adopted decree
on capital projects management and related rulebooks represent a step in the right direction.
However, Serbia needs to apply the full methodology of the decree and public procurement
procedures to all capital investments regardless of the type of inveéstméhe source of
financing, and ensure that procedures are in place to guarantee the integration of capital
projectsdéd planning and apprai sal in the bu
investment planning and management capacity needs to beviedp including the capacity

to control public assets funded by loans from third countries.

Although the budget is structured by programmes, the link between the government
programme and sector strategies and operational plans of budget beneficistilesvesak.

The legislative framework for public procurement and the strategic and legislative framework
for conducting financial control was strengthened. The State Audit Institution has continued
to increase both the coverage and quality of their aoflpsiblic funds, most prominently by
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multiplying the number of performance audits conducted within a y&ee Chapters b
Public procurement, and 32Financial contro).

Serbia did not progress in improvibhgidget transparency A transparency roadmap pae

budget statement, and a nyidar 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 any analysis of deviations from targets. Budget execufpamtgecontain only

basic elements but specify expenditure amounts for individual budget organisations. Public
participation in the budget process and budget oversight by the legislature needs to be
improved. The 2020 budget was adopted in line with theyéudalendar, after a series of
parliamentary debates, thus ending the lack of compliance with the budget system law.
However, assessment and debate among the stakeholders need to be further improved.

Public service and human resources management

The civl service legislation provides fomerit-based recruitment and dismissal
procedures Under the law on civil servants last amended in December 2018, the heads of
institutions still have too much discretion in setting up selection committees. The pgssibilit

to convert certain categories of temporary contracts into permanent civil service contracts
needs to be considered carefully in order to avoid possible abuse. With regard to the dismissal
process, the revised performance appraisal procedure providesldoger timeframe for
improving performance. Grades received by civil servants during performance appraisal
remain inflated. The new performance assessment system reflecting the policy priorities of
institutions will need to be assessed in practice.

Thelack of transparency in, and respect for, the riE#ed recruitment procedure provided

for under the Serbian legislation feenior civil service positionds an issue of increasingly
serious concern. The | egal prouwgsiposi al bowbd
months (with a maximum extension of 3 months) continues being often misused. This has
contributed to high staff turnover and loss of institutional memory in some cases, and in
violation of the legal time limit in others. As of June Q086% (March 2019: 63%) of filled

senior positions are held on an acting basis. The amendments to the law on civil servants in
December 2018 had aimed to address these shortcomings by means of restricting the
appointments to already existing civil sensiats of 1 July 2019. However, the government
continues to appoint netivil servants on an acting basis despite the deadlineJoly12019,

which is in breach of the law. The limited capacity of the High Civil Service Council is of
concern as regards theed to organise a large number of competitions in order to replace at a
reasonable speed all the existing acting managers. The phasing out of the current acting
positions needs to be addressed urgently and with more political will, and be effectively
monitored by the institutions responsible. Current practices, where appointment decisions for
management positions can be overthrown by a personnel committee of the government after
the selection process has been finalised at the institutional level, lacpdrancy. This
affects the proper functioning of the selection procedures embedded in the legislative
framework.

The effectiveness of the competerdmsedhuman resources managemensystem, which

was introduced by the amendments to the law on civil sesvaribecember 2018, will need

to be assessed in practice. The Human Resources Management Service needs to strengthen its
capacity to coordinate and harmonise the work of human resources units of the line
institutions. The ongoing development of a new humesources management information
system is delayed and the current system does not interact with other national databases such
as the treasury payroll registry. No progress was made regamimgneration of civil

servants. The implementation of the 204 on the salary system in the public sector, which
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introduces the principle of equal pay for equal work for all public sector employees, is
seriously delayed as it was again postponed
for Equality reportean the adverse effect that the law on the maximum number of employees

in the public sector had on female staff, as it increased the likelihood that women retire earlier
and that women under 30 become unemployed.

With regard toprofessional development the National Training Academy for Public
Administration continued developing a national training framework and organising training
for all public officials, including at local level. A comprehensive professional development
programme for senior civil seamts was adopted as part of the training programme for 2020.

A code of ethics for civil servants aims to ensimtegrity in public service. Further efforts

are needed to ensure the existing integrity plans in the judiciary and in the public
administrationare fully implemented. The integrity of the civil service is undermined by the
aforementioned excessive number of acting senior manager posts. There are no tangible
improvements in relation to artorruption efforts at local level and the impact of theal
anticorruption plans has yet to be assessed.

Accountability of administration

The structure of the public administration has yet to be streamlined. limég of
accountability between agencies and their parent institutions remain blurred, comigithati
overlapping functions, fragmentation, and unclear reporting lines. Political commitment to
managerial accountability and systematic delegation of responsibilities is still needed.
Institutions still have a bureaucratic and proemssnted approaclotplanning, budgeting and

the reporting of their activitiesSee Chapter 3R Financial contro).

The Ombudsman has a key roleinensudngt i zens® rights .Pubicgood
authorities are obliged to report on the implementation of thenbuds mand s
recommendati ons. For the first ti me since
discussed in a parliament plenary session and conclusions were adopted in Julge2019 (
Governance Ci ti zensd6 right t o iaregulatsdsrtheplawmhacaessi nf or
to information of public importance, which has yet to be amended. Administrative silence,
whereby public authorities fail to properly
major issue. Enforcement of the decisions takerthey Commissioner for Information of

Public Importance has yet to be ensui®dg Chapter 2B Fight against corruptioh

Oncitizensd right t ,othe adinmistmatives dourtacontinues to jopermte i ¢ e
with an insufficient number of judges. #te same time this court is coping with broadening
responsibilities and a high number of pending cases, especially in relation to labour disputes
including at local selfjovernment level, which affects its efficiency. The appointment of new

judges in 2092 is a positive step. It is too early to assess the impact of the new law on free

legal aid, applied as of October 2019. Whilethe t i zens 6 right 1o seel
regulated, no statistical data is collected to monitor its implementation.

Service divery to citizens and businesses

Creating a moreiser-oriented administratonr e mai ns a gov eRrogreseimt 6 s p
developing eservices continued, although there is still no central policy ensuring access to
services for the public. A law on theentral population registry, as well as some of the
implementing legislation on thegovernment law, were adopted. The government adopted a

new egovernment programme in June 2020. There is strong coordination and leadership in
this area from the-goven me n t of fice and the Prime Mini
signatures are being used but the percentage (7% compared with 5% in 2018) of the
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population who avail of this service is still limited. A more modegoeernment portal was
rolled out in Februg 2020.

The legal framework fosimplification of administrative procedures has been in place
since the 2016 law on general administrative procedures. However, regulatory uncertainty for
individuals and businesses remains due to continuous delays wgthingl the sector
legislation with this law. People are still not aware of their improved rights, allowing the
administration to apply old cumbersome procedures. The capacity of the Ministry of Public
Administration and Local Seltovernment to efficientlpversee the implementation of this

law remains limited. Overlaps in coordination with the Public Policy Secretariat have yet to
be addressed.

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

The EU's founding vaks include the rule of law and respect for human rights. An effective
(independent, quality and efficient) judicial system and an effective fight against corruption
are of paramount importance, as is respect of fundamental rights in law and in practice.

Serbia hassome level of preparationto apply the EUacquisand the European standards
this area.Very limited progress was made overall. The constitutional reform aimec
strengthening the independence of the judiciary has been put on hold untilthaf
parliamentary elections in spring 2020. The first step of the parliamentary procedur
place in June 2019 when the parliament
The next required step, the vote in the plenary to approve thisiugfiaas yet to take plac
Revision of the related judicial legislation start€lerall, corruption remains an issue
concern. The legal framework on fundamental rights is broadly in place bu
implementation is inconsistent. Regarding freedom @f&ssion Serbia has adopted a né
media strategy, which was drafteda transparent and inclusive manner and identifies
main challenges related to media freedom in SeHbtavever, implementation of the ne
strategy has not yet started and no pragmas made yet on the ground to improve
overall environment for freedom of expressidrhe role of independent and regulat(
bodies needs to beecognisedtheir capacities strengthened, including their budgets
skilled staff, and their functionaddependence must be guaranteed in practice.

Serbia continued implementing the action plan which was adopted prior to the opening of the
accession negotiations on this chapter in July 2016. It adopted a revised action plan in July
2020. The revised plars oriented towards meeting the interim benchmarks of the EU
common position.

Functioning of the judiciary

Serbia has some level of preparatioin the area of judiciaryNo progresswas made ir|
addressing | ast yeards recommendati ons
reduce old enforcement cases and harmonise court practice. The system for
appointments and for evaluating the work of judges and prosecutals teebe thoroughly
revised following the adoption of the constitutional amendments to allow for-bzesed
judicial recruitments and careers. The scope for political influence over the judiciar
continuous and serious concern. The delay in the mofopt the constitutional amendmer
has repercussions on the adoption of related judicial legislation that is needed to i
safeguards for judicial independence.

In the coming year, Serbia needs in particular to:

- strengthen the independence of theligiary and the autonomy of the prosecuti
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including through amendments to constitutional and legislative provisions related
appointment, career management and disciplinary proceedings of judges and pros

- amend thdaws on High Judicial Council and the State Prosecutorial Cosmd¢hat they
are empowered tdully assume their independent role to proactively defend jud
independence and prosecutorial autonomy in practice in line with European standa

- adopt and implement a human resources strategy for the entire justice sector toget
establishing a uniform and centralised case management system, necessar
measurable improvement in efficiency and effectiveness of the justice system.

Following the declaration of the state of emergency, the work of the courts was limited to
processing urgent cases according to a list adopted by the High Judicial Council, mainly
related to violations of the emergency measures. Furthermoreretatesl time lints and the

statute of limitation were suspended for the duration of the state of emergency. Some of the
urgent hearings were held via Skype despite this modality lacking the necessary legal basis, as
based only on an instruction by the Ministry of Justibesome instances, these proceedings
resulted in several years of imprisonment. On 1 April 2020, the government issued a decree,
providing that it was for the judge to decide whether to hold distance hearings for the
accussed in detention, whenever itswdifficult to secure his/her presence due to the risk of
spreading the virus. Following the lifting of the state of emergency, the High Judicial Council
instructed the Serbian courts teapen under detailed health safety instructions as of 11 May.

The Constitutional Court received some 66 initiatives for assessing the constitutionality of the
emergency measures and 10 appeals over possible violations of human rights. So far, the
court has taken only one decision. On 21 May, it decided to dismiss thesteq review the
constitutionality of the procedure by which the state of emergency was introduced on
procedural grounds. In the explanatory part of the decision, the court elaborated on the facts
related to the epidemic situation, and did not assesstdteeof emergency decision in light of

the Serbian Constitution and other legislation.

Strategic documents

Serbiads main strategic document, toget her
national judicial reform strategy (202®18). It expied in December 2018. The follewp

strategy (the national judicial development strategy) was adopted in July 2020 without a
comprehensive impact assessment having been carried out. A revised action plan for Chapter
23 was also adopted in July 2020. Thetsatsgic documents are not underpinned by a clear
financial analysis of the overall costs of the reform. A human resource strategy has also not
yet been adopted. The World Bank completed a prosecution functional review and is up
dating its court functionateview. Serbia needs to ensure that recommendations from the
functional reviews are followed up on.

Management bodies

The High Judicial Council (HJC) and the State Prosecutorial Council (SPC) decide on the
required number of judges and prosecutors, on appointments, evaluation, transfers and
assignments, on disciplinary liability and dismissals of judges and prosecutors. They are
responsible for initial and iservice training of the judiciary. In addition, tRAC is in charge

of judicial administration and the management of budgetary funds for salaries of judges and
related overhead expensex;luding costs related to providirexpert witnesses. The SPC is
responsible for executing the budget as regards eslafi public prosecutors and deputy
public prosecutors and for the costs of criminal procedures including related investigations.
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As regards the organisation of the courts and prosecution offices, responsibilities remain
divided between the Ministry of dtice and the councils. The judicial institutions would

benefit from an overall clearer system of governance which would lead to the entire judicial
systembébs independence, accountability and ef
the budget forhte judiciary and the prosecution, divided responsibilities continue to adversely

affect budgetary planning, resource allocation and execution. The workload of courts and
prosecution offices should be taken into account in budgetary planning, as welhasmtier

of court staff and their responsibilities. The new judicial strategy and the revised action plan

for Chapter 23 do not clearly determine the next steps in addressing this and do not decide
upon the Serbian authority responsible for the residuatiarg budget, which includes

salaries of court and prosecution support staff. Some steps were taken to improve the
transparency of the councilsd wor k, by i ncl
decisions on their w®takandadnsnistraiive eapacitesistillmeetl s 6 p
to be further strengthened. Lehger m t rai ning plans for the co
staff are needed.

Independence and impartiality

The current constitutional and legislative framework continues d@gelaoom for undue
political influence over the judiciary. Future legislative changes will need to increase the
safeguards for judicial independence. A fully objective, transparent andbaset system

for appointing, transferring and promoting judgesl grosecutors in line with European
standards will need to be put in place also to promote professionalism and improve quality.

The constitutional reform which ai ms t o st
accountability has been put on hold unfilea the parliamentary elections in spring 2020.

After the government had submitted to parliament an initiative to change the Constitution in
November 2018, the first step of the parliamentary procedure took place in June 2019: the
parliamentary committea ppr oved the governmentoés initiat
However, the next step, the vote in the plenary to approve this initiative, has yet to take place.
Once approved, the parliamentary committee should start its technical work in drafting the

text of the constitutional amendments, taking into account the draft text of the Ministry of
Justice which took on board the Venice Commission recommendations. The latter also
include a reference to O0creating &epudicnstruc
consultations to be held when the parliament
2019, the authorities set ujive working groups to revise the necessary implementing
legislation, including legislatioon the jurisdiction and organisam of courts and prosecution

offices, on judges and on prosecutors, on the responsibilities and functioning of the judicial

and prosecutorial councils and on the Judicial Academy. However, the delay in the adoption

of the constitutional amendments haserepssions on the drafting and the adoption of the
implementing legislation as clarity on the constitutional basis is still lacking. The Minister of
Justice committed to consultirtge Venice Commission on mature drafts of the legislation

aimed at implemdmg the new constitutional provisions.

Pressure on the judiciary still remains high. Government officials, some at the highest level,
as well as members of parliament, continue to comment publicly on a regular basis ongoing
investigations or court poeedings, and on individual judges and prosecutors. Articles in
tabloid newspapers target and seek to discredit members of the judiciary. In some cases,
judges have asked to be excused from adjudicating on cases involving local politicians,
referring to pessure exercised on them and their families. The HIC and the SPC continued to
monitor complaints by judges and prosecutors. In 2019, the HJC issued two public statements
condemning public commenting. The SPC processed 18 complaints in 2019, and
recommendeaneasures in three cases. In one case, it justified the concern over influence by
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means of public comments and media campaighs. codes of conduct for members of the
government and parliament prohibit such behaviblowever, the ongoing undue pressure
and comments on the work of the judiciary show #@fétctive sanctions for undue influence

of the judicial office holders or public comments that undermine their independence are not
availableor implemented efficiently.

The HJC proposafor the election of court presidents was rejected by the relevant
parliamentary committee in February 2020, and it was removed from the agenda amid
allegations that individual candidates had criminal connections and political party
memberships. Some 74 courts ierlfda thus continue to have acting presidents for an
undefined period.

Accountability

A revision of thedisciplinary rules and ethical codesis ongoing for both councils. This
revision is needed in order to, among other things, better define the offstieagthen the
capacity of the disciplinary bodies and clarify which provision in the codes should entail
disciplinary liability for their norcompliance. It needs to be ensured in line with European
standards that only serious misconduct and not merenpetence gives rise to disciplinary
proceedings.

Steps were taken to establish the ethical boards as permanent bodies of the councils. The
members of the boards still need to beappointed since 2018. In order to improve the
transparency of the discipinary bodi esé wor k, the HJC post
decisions on its website, after adopting a rulebook on data anonymisation in June 2019.

In 2019, the HJC disciplinary prosecutor received 491 complaints against judges, mostly from
members ofie publ i c. I n seven cases, it I nitiat
disciplinary commission dealt with 31 cases, 25 cases were solved. A dismissal procedure was
initiated in one case, and sentences with public warnings and salary reductionssuegdle is

The SPC disciplinary prosecutor rejected complaints in 113 cases as unfounded and
forwarded 7 cases to the disciplinary commission, the second instance. In three cases
sanctions were issued including a public warning, prohibition of advancementar ead

decrease insalartf. he mandate of the SPC6s Commi ssione
2020. During his thregear tenure, the Commissioner raised awareness about the pressure
exercised on prosecutors in concrete cases, endangering their aut@oceythe state of
emergency was lifted, several requests for scheduling a session to discuss the end of the
mandate the Commissioner as well as issues related to the state of emergency were not
responded to.

Professionalism and competence

In 2019, theHJC elected 108 judges to permanent positions (2018: 51), promoted 68 judges to
higherlevel courts (2018: 42) and proposed to parliament 221 candidates foinfegudges
(2018: 187). The mandate of the President of the Supreme Court of Cassatiead @xpir
December 2019. The HIC has yet to publish a call for candiddtesSPC elected 45 deputy
prosecutors and proposed to parliament 19 candidates for first time deputy prosecutors.

I n the <context of the constitutional amend:r
independence and accountability, there is a need to revise the current system of recruitment,
transfer and promotion of judges and prosecutors, in order to ensufeeihatreers are fully

based on merit, with a clear link between performance evaluation and career advancement and
that final decisions are taken by the councils and not by the parliament. Participation in
continuous training (but not the evaluation offsyparticipation) should become a mandatory

part of professional performance evaluation for judges. In addition, the professional
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evaluation of judges should be based not only on quantitative criteria but also on qualitative
criteria. At present, Serbia ifit has two categories of eligible candidates for the judicial
profession: graduates of the Judicial Academy, and judicial and prosecutorial assistants. No
progress was made in addressingtheni ce Commi ssi onds advice

Oprot ecatdetmye fAom possi ble undue influencebod.
professionalism therefore remains a prerequisite for becoming a sole nationwide entry point to
the profession at basic courtsd | evel

Quality of justice

The Judicial Academy is man@a to provide both initial training for qualified law graduates

who aspire to work in the judicial profession anesérvice training for judges, prosecutors

and court staff. The Judicial Academy operates under the supervision of the Ministry of
JusticeThere is stildl an urgent need to i mprove
regards its internal capacity and organisation. In addition, its cooperation with the councils
needs to be strengthened. The acpositemojthes i nt e
HJC and SPC. This should improve the quality of the analysis of training gaps and needs.
While manuals and guidelines for evaluating the training provided were developed, there is no
regular and effective quality control mechanism appliedststently.Impact assessments of

training provided should demonstrate that the skills acquired are effectively applied in
practice. The development of multiannual work programme based on a thorough needs
assessment has been delay®dystematic appraa to the training of judiciary staff is still

lacking. Continuous training activities, which also require coordination efforts in order to

avoid overlapping, continue to be highly dependent on different donors. The academy is an
observer to the Europeandicial Training Network (EJTN) but is not proactively benefiting

from the expertise within the network.

Further steps were taken to improve transparency by publishing s@®@ @nonymised
judgments of the four appellate courts. In line with the prevad8 agreement between four
Serbian appellate courts and the plan of activities to harmonise court practice, the regular joint
sessions and meetings with lower courts with the aim of harmonising court practice
continued. A number of appellate court and dermeanour court decisions have been
uploaded onto the online database and are available to judges. Efforts need to continue to link
the various existing databases, including the one on the judgments of the European Court of
Human Rights, and to broaden ithecope.Harmonising court practice in the present court
system with over 20 courts, where judgments become final remains difficult to achieve.
Structural shortcomings should be analysed in the context of a comprehensive assessment of
t he syst adpidsecuton network, and the role of the Supreme Court of Cassation in
effectively orienting jurisprudence should be considered.

As of June 2020, there are’@3 full time judges, i.e. 38.81 per 1000 inhabitantsThere are

in total 786 public prosetors, i.e. 8.9 per 10000 inhabitants. The European average is 21
judges and 11 prosecutors per D00 inhabitants. The average age for judges in Serbia is 52.
The court and prosecution network is highly complex in terms of structure (160 courts and 90
prosecution offices) and overly complex in the aspect of financing, procurement and court
payments for services. The deployment of-naticial staff is fragmenteddue to drop in the
number of judicial assistants (due to an employment ban in public athatiois) courts
became dependent on ptime and volunteer work.

The Serbian justice system continues to rely on several different case management
applications that are not interconnected. There is still an increasingly urgent need for a
comprehensivenformation and communication technology strategywith clear timelines
and related financial commitments. A comprehensiwentrywide system to process and
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interlink cases across courts and prosecutorial networks, with adequate technological
support has yé¢ to be put in place. The technical work for the national-aoaotl of case
management systems for the prosecution and for the prison administration started in early
October 2019. However, further work is required on fullfilling the necessary preconditions
such as legislative changes, adequate staffing and budget as well as upgraded communication
infrastructure to ensure that all of the case management systems can perform including the
one for the courts.

Once in place, such a comprehensive, centralised@mntrywide court case (and document)
management system should ensure a more efficient processing of cases. It should also provide
the necessary stastical data in l i ne with
commission for the efficiency of juse. It could also support an automatic case allocation
system which should take into account the case weighting criteria for more balanced
distribution of workload.A case weighting formula has been piloted 20 basic and higher
courts, and should be rolledit at the national level.

There are currently 198 public notaries in Serbia covering almost the entire country. Newly
adopted bylaws have improved the management of documents while better access to different
databases allows for electronic issuance difemtes and filing of property tax applications.
Notaries have successfully processed inheritance .cibesnotary chamber continued its
efforts in improving training and standardisation of practice.

In the area o#lternative dispute resolutionfediaton the working group on the revision of

the law on mediation adopted an analysis on how to increase the use of mediation. This
analysis and possible subsequent legal changes were discussed in four public debates among
lawyers, judges, mediators, legal f@ssionals, NGO representatives and the media in July
2019 but further steps are yet to be taken.

There are 1 349 certified mediators(277 of which are attorneys),but only 124 declared
themselveasactivein mediationin 2019(9%). Basedon their repots, 569 mediationswere
conductedn 2019.This represents slight drop comparedwith 638 mediationsin 2018and

619 in 2017. Out of 569 mediatedcasesin 2019, 403 were concludedwith a settlement
agreementln 266 proceedingscasesverereferredto medation by the court. The numberof

mediationscomparedwvith the numberof pendingcivil courtproceedingshusremainsbelow
1%. Additional incentivesfor mediation,including legislative amendmentgo increasethe

scopeof casegeferableto mediationshould be considered.

The systemand criteria for certification of mediatorsand licensing of trainersshould be
furtherimproved.The revisedlaw on amendmentsnd supplementso the law on court fees
applicablefrom January2019 has further encouragedoartiesto resolvetheir disputesby
amicablemeansjncludingmediation,negotiatedsettlementandcourtsettlement.

Efficiency

The implementation of the national backlog reduction programme (fori 2026) continued

under the supervision of the Supeer@ourt of Cassation. It continues to have a positive,
although more reduced, i mpact on the court sé
cases shrinking. The definition of 060l dd ca
cases that are mothan 3 years old, rather than those over 2 years old. In 2019 sor284214

old cases were resolved (out of which B3 were enforcement cases), which is lower than

in 2018 (311018 out of which 14@52 were enforcement cases). There are also cases more

than 10 years old and their number remains high witB4lin second instance courts and

252210 in basic courts, mostly dealing with civil matters. The number of cases alleging
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violations of the right to a trial within reasonable time was higher in 2009600) than it
was in 2018 (6§20).

The overall high number of pending backlog cases continues to be a concedb§6&ses

more than 2 years old at the end of 2019 compared witlL3Bkt the end of 2018). The
highest number of pending backlog eagapprox. 86.6% of the total) is in basic courts. While

the overall clearance rate dropped from 139.87% to 106.04% between 2016 and 2017, it
increased again in 2018 to 110.03% before dropping again in 2019 to 102.01%. In 2019, the
average duration for sas to be resolved was 267 days, compared with 270 days in 2018.
Thus, for the fourth year in a row, the Serbian judicial system was able to process more cases
than it received. At the same time, the courts in 2019 received a higher number of cases in
2019 (2224102) than it did in 2018 (@89237) 1 a trend which continued from 2017
(2202692).

The jurisdiction of the Constitutional Court covers assessing compliance of laws and other
general acts with the Constitution as well as deciding upon considalttmmplaints over
potential violations of human or minority rights and freedoms. In 2018936cases were
pending cases (2273 from previous years). There are almo80Q cases older than 2017,

and almost 2000 from the years 2017 and 2018. Tdemstitutional appeals account for
around 98% of the total number (381). Only a very small percentage (around 6%) of them
were resolved in merits. There is a need for more transparency in the work of the court,
including as regards accessibility for {mablic.

There are still significant differences in workload between the courts across the country. In

the first half of 2019, a higher number of cases was registered in the Belgrade courts in
particular, where judges already have the biggest workloactivit cases. Lengthy
proceedings, the absence of comprehensive and effective free legal aid aydtéme slow

pace of processing indemnity <c¢laims continu
access to justiceSee Procedural righjs The impactof the new free legal aid law,
implemented only as of October 2019 is yet to be assessed.

Amendments to the law on enforcement and security of July 2019 (in force since January
2020) envisage the transfer of additional types of enforcement cases fuoi® toopublic
enforcement agents. Secondly, the law introduces a new appeal system to better protect
individual debtors and strengthen court control over public enforcement agents. However, this
has not yet been matched with additional human resourcesiits.Thefees for enforcement
procedures were lowered. Furthermore, the law introducedaarct®n platform to increase
access to information and improve transparency.

Domestic handling of war crime cases

Serbia needs to fully cooperate with the tntgional Residual Mechanism for Criminal
Tribunals (IRMCT), including by fully accepting and implementing its rulings and decisions.
As in previous years, Serbia has repeatedly and publicly challenged the judgments of the
International Criminal Tribunaldr the former Yugoslavia (ICTY), including at the highest

|l evel s. S@opebaiion i selatiorota the arrest of people indicted for contempt of
court had not been resolved by the time of
transferred to thé¢ RMC T . Il n February 2020, the | RMCT®6s

the IRMCT has to hear the contempt of court case and it is not to be referred to Serbia. This
decision is final.

Regarding judicial cooperation issues, the bilateral agreements between phr o secut or
office of Serbia and its counterparts in Bosnia and Herzegovina, Croatia and Montenegro on
cooperation related to the investigation of war crimes, crimes against humanity and genocide
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have not been used to their full extent. In 2019, th@emtion with Bosnia and Herzegovina

has led to indictments being issued in Serbia. Cooperation with Croatia has continued to face

a number of impediments and has not led to tangible results. Mutual legal cooperation
continues to be extremely limited in warimes cases. Serbia has not yet enforced the
judgment of Bosnia and Herzegovina in the c
Serbia. Basic legal and procedural issues remain between the countries, which impede proper
regional cooperation.

Theimplementation of the 2016 national strategy for the investigation and prosecution of war
crimes has continued at a very slow pace. Although this strategy expires at the end of 2020,
no preparations are underway for a new strategy. A aimgititutional maitoring mechanism

is in place. It has issued seven reports, which fail to include recommendations on how to
address the challenges in implementing the strategy. The Office of the War Crimes Prosecutor
(OWCP) has not issued a report on its work since Dbeei2018. The level of access and the
prompt release of information on the website of the OWCP have deteriorated over the past
three years.

The OWCP filed four indictments against four individuals in 2019, of which three cases were
transferred from Bosniand Herzegovina. Two of the abeweentioned indictments were
dismissed as the two defendants were found permanently incapable of following the
proceedings, while after confirmation by the court, one of the abv®rdioned indictments

was merged with anogh case.

At the end of 2019, there were t&sesongoingat first instance, and one case at appeal level
against a total of 44 defendants, most of whom areréowing staff (three midanked and 41
low-ranking members of the police, the military, and ad$garamilitary groups. Several
cases have been ongoing for over 5 years or more. Serbia continues to have mothan 2
cases at the pfiavestigation phase.

Seven firstinstance judgments were handed down, whereby 15 defendants were convicted
and satenced to prison terms ranging from 2 to 15 years, while one defendant was acquitted.
Two of the abovanentioned judgments involve weglated criminal acts of sexual violence.

In one of the abovenentioned cases, the first instance court accepted agteament and
sentenced the defendant to a one and a half year imprisonment. At second instance, four final
judgements were handed down, convicting seven defendants and sentencing them to prison
terms from 3 to 12 years.

Serbian authorities continue tooprde public space to convicted war criminals, and permit
hate speech. Denial of the Srebrenica genocide by certain members of parliament continued
without sanctions. The parliament in 2019, as in previous years, has not taken a final decision
regarding tle termination of the mandate of one of its members who was convicted by the
ICTY at final instanceQverall, Serbia should show a genuine commitment for investigating
and adjudicating war crimes cases. This is also needed for effectively dealing webabw |

of the past and for fostering reconciliation. Serbia should prioritise complex cases and those
involving senior ranking officials as regards command responsibility.

Fight against corruption

Serbia hasome level of preparationin the fight against corruptior.imited progress has
been made in i mplementing | ast year s |[recomr
to strengthen the mandate and to ensure the independence of H@okaption Agency, as
well as to enhance itsapacities with a view to implementing the law on the preventiogn of
corruption upon its entry into force in September 2020. Legislative amendments were adopted
in December 2019 to clarifgrovisions on the prohibition of use of public resources forn the
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purposes of electoral campaigrellowing the recommendations of ODIHR. As regards

repression of corruptiorthe changes brought by the law on the organisation and jurisdjction
of government authorities in suppression of organised crime, terrorism angticorrun
force since March 2018, produced some results in terms of finalised ©aseesll, corruption
remains an issue of concern. There is still no effective coordination mechanism in place to
operationalise prevention policy goals and effectively es&lrcorruption. Furthermore, the
number of finalised higievel corruption cases has decreased compared with the previous
years.

Serbia should increase its efforts in addressing these shortcomings and step up the prevention
and repression of corruption.should:

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

- effectivelyimplement the law on the prevention of corruption in line hth EUacquis
international agreements af@o unc i | of Europeds Group of
(GRECO)r ecommendati ons, i n order to strengthe
in a more effective fight against corruption;

- adopt a new anttorruption strategy underpinned by a credible and realistic action plan as
well as an effective coordination mechanism.

Track record

Serbia continued to implement the law on the organisation and jurisdiction of government
authorities in suppression of organised crime, terrorism and corruption. The changes brought

by this law produced some results in terms of finalised daseombatiry corruption in the

speci al departments for supression of corrup
court departmentsin 2019, criminal complaints were filed againsttZ/ individuals.
Indictments were filed against 583 individuals. Thert® convicted 399 individuals at first

instance based on indictments by these special departments (2018: 332), out of which there
were couraccepted plea agreements for 304 defendants (2018: 294).

In relation to high level corruption, based on indictmen f r om t he Prosecut
Organised Crime, the courts rendered first instance judgements against 30 individuals in 2019
(compared with 41 in 2018 and 50 in 2017). Of these, 10 were based on plea agreements
(compared with 13 in 2018). Confiscatiaf assets was imposed in 3 of these cases
(compared with 2 in 2018). The Prosecutor6
individuals (in comparison to 21 in 2018erbia still needs to show a convincing track record

of confiscating assets in corrupli cases.

In relation to preventing corruption, the A@orruption Agency issued 63 opinions related to
requests on conflicts of interest in 2019 (2018: 77). It filed 10 requests for misdemeanour
proceedings. The agency initiated 159 procedures (15 lmseedports and 14éx officig

(151 for 2018: 37 based on complaints and é&i4fficig on grounds related to accumulation

of functions without the agencyodés prior app
related to conflict of interest or nepgt (131 based on reports and &0 officig (166 for

2018: 145 based on complaints andekIofficig. In 2019, the misdemeanour courts issued 27

first instance judgments, based on requests filed by the agency during that year.

The agency submitted 76 respts related to a failure to promptly submit asset declarations for

mi sdemeanour proceedings in 2019 (2018: 45).
misdemeanour courts issued 65 convictions in 2019 (2018: 49). The agency filed 25 criminal
charges in 2019 (2018: 16) due to reasonable suspicion that a public official had not reported
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assets or had given false information about assets intending to conceal the facts. Based on the
agencyo6s previous wor k, 19 final judgments w

The agency ab performs checks on the funding of political activities and of elections, and
has conducted selections and trained 144 election campaign observers.

It submitted 96 requests for misdemeanour proceedings for violations of the law on political
activities fnancing in 2019 (2018: 90). In the same period, courts rendered 175 final verdicts.
Based on final sentences, in 2019, the agency published 59 decisions on political entities
losing the right to use public funds for their regular work during 2019 (2@®)8TBe agency
signed two misdemeanour plea agreements in 2019.

A comprehensive and evidenbased assessmentaifcess to informationis not possible, as

the majority of public authorities do not comply with the obligation to provide data to the
Commissd n e r for Il nf ormati on of Publ i c | mport e
information. The Commissioner established th&24 or 83% (2018: 3444 or 87%) of

ci ti zens 6 mosbohfhémaconeearning administrative sileiicerere welifounded,

meanirg that the authorities should have provided the information requested by citizens
according to the law on access to information of public importdncé786 or 41% (2018:

1 889 or 55%) of these welbunded cases, the authorities reported that they agied the

Commi ssionerds request to provide the inform
was made on the appeal, which would indicate that there was no reason not to disclose the
requested information in the first pladedministrative eforcement of the decisions taken by

the Commissioner has yet to be ensured.

In 2019, courts in Serbia received 152 new cases based olawhen whistleblower
protection (2018: 122) and out of the total caseload of 220 cases, 160 cases were finalised
(2018: 124).The protection of whistkblowers in high corruption cases needs to be ensured,
including in order to strengthening trust in thetitutions. Whistleblower reports should be
investigated in accordance with the law, such as in the case of Krusik.

The new law on public procuremenseeé Chapter 5 Public procurement contains
provisions for detection and prevention of corruptiaminy the procurement procesghe
public procurement rules continue to apply and provide for flexibility in case of extreme
emergency situations, like the COWI® crisis. However, the more flexible procedure still
requires abiding by the principle of igparency.

Institutional framework

Prevention measures

The revised law on the prevention of corruption, previously known as the law dmtihe

Corruption Agency, was adopted in May 2019. It provides for, among other things, an
increase in the agencyds powers and an i mpr
GRECO recommendations. GRECO has yet to assess this law as it has yet to issue its next
compliancereport on the implementation of recommendations on the prevention of corruption

in respect of members of parliament, judges and prosecutors.

The gradual strengthening of the agencybs r
empower it to implement & law as from September 2020. The new law should be
implemented along the lines of the GRECO recommendations, and ensure that there is

increased independence, credibility and priesite t t i ng i n the agency?o:
competition is ongoing, and thgency had, as of June 2020, 87 permanent positions filled
(compared with 80 in 2018). | mprovements to
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place to allow it to step up data collection and analysis. Furthermore, regular training sessions
have been pragled to ensure the new law on prevention of corruption is implemented.

The annualeport of the Anti-Corruption Agency for 2018was presented in May 2019 to
parliament, which adopted conclusions. However, the workshops with the relevant
parliamentarycommt t ee i n order to i mplement the agert
The annual report for 2019 was adopted by the-8otiruption Agency in March 2020.

The law on lobbying entered into force in August 2019. Training sessions on its
implementation have been organised, and the agency adopted the necessary bylaws and
registers. The agency did not conduct publ i c
during 2019.

The sitwation in thesectors particularly vulnerable to corruption (i.e. sectors where there is
substantial public expenditure involved, or alternatively sectors where there is direct contact
with the public) remains largely unchanged. These include public proeateinfrastructure
projects, healthcare, education, construction and spatial planning, and public companies.
There are still no tangible improvements in relation to the transparency and corruption risk
assessments and mitigation in these fields. The w$lcorruption in the implementation of
public-private partnerships and in relation to the use of exceptions in large infrastructure
projects have been identified\ recently adopted law on special procedures for linear
infrastructure projects allowing fahe exemption from public procurement rules of projects

of 6strategic importancebo, in particular, r
corruption.

Out of the 102 local sefjovernments that adopted aatirruption plans, 28 established a

body to monitor their implementation, mostly in line with the Amtor r upt i on Age.l
model. Overall, there were no tangible improvements in relation tecamtiption efforts at

the local level, and the impact of the local arttrruption plans is yebtbe assessed.

The Anti-Corruption Council, in its advisory role to the government, remained active in
exposing and analysing cases of systemic corruption. It is still not working in full capacity:

only 7 out of 13 members are nominated. It issued infowenareports in 2019 on
enforcement agents, on the science fund, on the lack of transparency as regards signature of
contracts by thgovernment and on the rule of law, as well as on public procurement in 2020.

The government has yet to start cooperatiritp whis council and does not systematically
consult it on dr aft |l egi sl ati on. The requi
procedure for systematic consideration of the A0 r r upt i on Counci |l 6s r
has been seriously delayekhe authaties should establish a more constructive relationship

with the council.

Law enforcement

Serbia continued to implement tlav on the organisation and jurisdiction of government

authorities in suppression of organised crime, terrorism and corruption The special
departments for combating corruption in the
Novi Sad and Belgrade have a total of 45 deputy public prosecutors (44 in 2018). There are
nine new workplaces for deputy prosecutors in the special depdritmigelgrade, and five in

the other three speci al depart ment s. The Prc
jurisdiction over higHevel corruption cases, is understaffexed Chapter 24 Justice,

Freedom and SecurityThis is also the caserfthe section of the Higher Court in Belgrade

dealing with corruption.Serbia has continued to implement the concept of task forces,
composed of representatives of the relevant state authorities to investigate corruption
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offences. A total of six task foes were established by the special -@urruption
departments of the Higher Public Prosecutoro

There has been some improvement in relation to internal control functions in bodies audited
by the State Audit Institution. Overall, they still remia weak. The State Audit Institution
continued to audit statements from public funds beneficiaries in 2019, and audited 159 out of
which for 88 it concluded that the internal control system did not provide reasonable
assurance that the goals concerning mieance with regulations and procedures were
achieved. Some 57% (2018: 76.5%) of the bodies audited by the State Audit Institution were
found not to have appropriately established the internal audit function. The State Audit
Institution has carried out famcial statement audits and compliance audits on 5 (2018: also 5)
political organisations in 2019.

Legal framework

Serbia is a party to all international aotirruption conventions. The legal framework for the
fight against corruption is broadly in placEhelaw on the prevention of corruption enters

into force in September 2020. Amendments to the law on thea@mtiption agency, the law

on the financing of political activities and the law on public enterprises with a view to
clarifying provisions on mhibiting the use of public resources for electoral campaigns were
adopted. Théaw on the financing of political activitiesneeds to be further amendedfully
comply with all OSCE/ODIHR recommendations.

The law on free access to information of publicimportance still needs to be further
amended. The authorities previously drafted amendments including provisions aimed at
improving the enforcement of decisions laid down by the Commissioner for Information of
Public Importance. They also included prowsdimiting access to information of public
interest related to equilyased companies with shares owned by the state. While it would be
legitimate to ensure the equal position of all companies (companies that are entirely privately
funded and companies thishares owned by the state), the drafting of such provisions would
leave a loophole to arbitrarily deny requests for access to information of public interest.

The legal framework onvhistle-blower protection needs to be aligned with the new EU
acquis

On transparency and integrity within the public administration, there has been no
sizeable reduction in the excessive number of acting senior manager posts, @l non
servants have continued to be appointed on an acting basis after the legal déddlng/ o

2019, in breach of the law on civil servants. In the argaubfic health, legislation on health

care and health insurance entered into force, and a number of bylaws to the law on medical
devices were adopted. The recruitment procedure withith@faimproving the capacities of

the inspection bodies was finalised.

Serbia adopted Ew on the origin of assetswhich provides for further legal options and
human resources for the tax administration to check assets of natural persons, against declare
income, and tax any assets that are in discrepancy based on a specific tariff. Its
implementation needs to be ndiscriminatory and not susceptible to corruption.

Strateqic framework

The national anti-corruption strategy (20132018) has expired, artte follow-up strategic
framework and coordination mechanism has yet to be decided upon. A number of steps to
effectively implement and monitor this strategy and its follqwstrategy, as well as the
relevant sections in the action plan for Chapter 28elbeen seriously delayed.
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Fundamental rights

The legislative and institutional frameworkfor upholdinghumanrights is broadlyin place
However,consistentand efficient implementatiorof legislationand policiesstill needsto be
ensured.In addition to making substantialefforts to uphold freedomof expressionSerbig
needsto addressshortcomingghat were alreadyidentified in the 2019 report. In particular
Serbianeeddo:

- strengthen human rights institutions, guarantee their independectgding via the
allocation of the necessary financial and human resources, and ensure timehufoligw
their recommendations; in particular, amend the Ombudsman law and the law on gccess to
information of public importance in line with European antkrinational standards and
without further delay;

- step up measures including by adopting and starting to implement a new-anti
discrimination strategy to protect the rights of persons facing discrimination; actively
pursue investigation and convictiors hatemotivated crimes;

- ensure a consistent implementation of legislation regarding individuals belonding to
national minorities, including Romaleading to a tangible improvement in the effective
exercise of their rights across the country that cambeitored through enhanced data
collection.

Serbiahasratified eight of the nine international human rights instruments. It hasyet to

becomea party to the InternationalConventionon the Protectionof the Rightsof All Migrant

Workers and Members of their Families. Overall, Serbia still needs to improve the
implementationof internationalhumanrights instruments.Serbi@ s Of f i ce f or H i
Minority Rights, together with civil society representatives, developed indicators to monitor the
fulfil ment of UN Human Rights bodiesd recomm

When declaring the state of emergency on 15 March 2020, the government alog@eée
restricting, as allowed by the Serbian Constitution, certain human rights and fundamental
freedoms, namely freedom of movemérihcluding a quascomplete restriction of movement

for persons over 65 years of age in urban areas and 70 in remsal f)eedom of assembly, as

well as the right to vote. After three weeks, on 6 April, the authorities notified the Council of
Europe of a derogation in time of emergency under article 15 of the European Convention on
Human Rights, without, however, proing detail about the measures taken as required under
that article.

In 2019, theEuropean Court of Human Rights delivered 24 (2018: 13) judgments
concerning Serbia and found that it violated the European Convention on Human Rights in 22
(2018: 12) cased.his notably included 10 violations related to the length of proceedings, 7 to
nonenforcement, 5 to the protection of property, 3 to inhuman or degrading treatment, and 3
to lack of effective investigation. In 2019, there were 57 (2018: 60) cases &ipist in the
enhanced monitoring procedure before the Committee of Ministers of the Council of Europe.
In February 2020, Serbia adoptetea specialissetting up a mechanism providing individual
redress to parents in cases similar to the cageddvam v i |  v. ThisSase itvohad the
continuing failure by the Serbian authorities to provide the applicant with any information
about the real fate of her missing baby which had been in the care of-austhtespital. The

Court had found in 2013 aVvioat i on of article 8 of the Conve
and family | ifed). The i mplementation of thi
I'nm line with the terminology of Eur opeanreféermosat i t uti o

number of different groups without denying the specificities of these groups.
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As regards thepromotion and enforcement of human rights the annual reports of
independent bodiesere discussed in a parliamentary plenary session and conclusions were
adopted for the first time since 2014. Comp
complaints were submitted to the Ombudsman in 2019 (2018: 3,338; 2019: 3,276), while the
number & recommendations from the Ombudsman addressed to the authorities increased
(2018: 793; 2019: 934). According to the Ombudsman, the percentage of his
recommendations followed up by the authorities remains high (2018: 93.2%; 2019: 95.5%).
However, certaine c o mmendati ons related to &6public in
Three new deputy Ombudspersons were appointed a year after tragiemmf the previous

mandates, and erdeputy has yet to be appointé@tiere is a serious delay in filling thegis

in the Ombudsmands Office provided fabir und e
turnover is a concern for the Offi celbese ef fi c
has been a serious delay in amending the law on the Ombudsman.

In the field of prevention of torture and ill -treatment, the capacityof the Ombudsmanin
its role of National PreventiveMechanismagainstTorture,to ensurecooperationwith civil
society, as provided for under Serbianlegislation, was questionedby severd NGOs that
consequentlyithdrew from the Mechanism.In June2020,new NGOs agreedto cooperate
with the Ombudsmanwithin the Mechanism The Ombudsmarnncreasedhe numberof visits
to relevant sites, namely police stations, prisons, social welfare institutions, psychiatric
hospitals,andto overseethe treatmentof refugeesand migrants(2017:61; 2018: 44; 2019:
77). The commissionfor implementingstandardsn police conductrelatedto investigating
casesf torturecontinuedits work, in light of the pendingrecommendationef the European
Committeefor the Preventiorof TortureandInhumanor DegradingTreatmenir Punishment
(CPT).Around 190 public prosecutoraindpolice officershavecompletedraining session®n
the methodologyfor investigationsnto allegationsof tortureandotherforms of ill -treatment.
A rulebookon applying police powers,which regulateghe treatmentof individualsdetained
in police custody,wasadoptedn June2019. Amendmentdo the criminal code,which were
adoptedin May 2019, introducedstiffer penaltiesfor torture committedby staff working to
keeppublic orderor in detentionfacilities. They also introducedlife imprisonmentwithout
the possibility of conditionalreleasdior a numberof crimes,whichis the subjectof two cases
filed by NGOs beforethe ConstitutionalCourt in December2019. Prior to the adoptionin
May 2019,the Councilof E u r o @amnénissionefor HumanRightsraisedconcernson the
complianceof theseamendmentsvith the EuropeanConventionon Human Rights and the
caselaw of the EuropeanCourt of HumanRights. An independenexpertcontractecby the
authoritieshas now concludedthat the criminal codeis not compliantwith the European
Conventionon HumanRightsin that regard.A law for the prevertion of ill -treatmentand
abusein social institutions has yet to be adopted.The UN Committee Against Torture
concluded,in a decisionon 2 August 2019, that Serbiahad violated article 3 of the UN
Convention against Torture when a Turkish citizen of Kurdish origin was unlawfully
extraditedto Turkeyin 2017,goingagainstpreviousinterim measuresf the Committee.

Regarding theprison system several prisons, including the prison hospital in Belgrade,
continued to be renovated and modernised in line thiéh national strategy for reducing
overcrowding in penal institutions. The revision and improvement of treatment programmes

in prisons and prison medical facilities is ongoing, in light of the CPT recommendations. The
decision of 2018 on reorganising tlservice for treatment programmes and alternative
measures to detention has yet to be fully implemented in practice with adequate human and
financial resources. Amendments to the law on enforcement of criminal sanctions, introducing
new forms of alternativeneasures to detention, were adopted in May 20h@ use of
alternative measures to detention has increased and a large percentage of convicted persons
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are under house detention, although the rate of alternative mesaures to dét@&iqer

100000 of he population, including those under electronic monitofimgmains low. The

secondary legislation regarding the Centre for Training and Vocational Training was amended

to extend the Centreds responsibilittaals to |
prison staffShortcomings remain as regards detention conditions and in the provision of legal

aid and healthcard?ostrelease programmes plan for the national employment services and
CSOs to become involved. However, human and financial resourggobation services are
insufficient and the rate of recidivism remains high.

The new law orpersonal data protectionstarted to be applied in August 2019. It is mostly

aligned with the EU General Data Protection Regulation. The new Commissioner for
Information of Public Importance and Personal Data Protection, appointed by the parliament

in July 2019 afterasmont h del ay, requested that the pe
into application by 1 year to ensure sufficient capacity building andem&sas of public and

private stakeholders. This request was made so that the law could be effectively implemented.
However, the parliament did not follow up on this request. The Commissioner pointed out

that, by the time of entry into application oftheJaw onl 'y a mi nor ity of da
O6processorsd had designated 6datOaly2p3R3date ct i on
controllers were appointed so far out of over 12 0Q0new draft rulebook on internal
organisation, with additongp o st s consi dering the Office of
responsibilities under the new law, was adopted; it has yet to translate into new recruitments.

Il n November 2019, Serbia signed the Council
Convention ér the Protection of Individuals with regard to Automatic Processing of Personal

Data, and was one of the first countries to ratify the Protocol in May 2020. In September
2019, that is after the setting up of street vidaoveillance systems, the Ministof the

Interior submitted an assessment of the impact of processing personal data by using such
systems to the Commissioner for Personal Data Protection. In the opinion that he published in
response, the Commissioner underlined that such an impact assgsatcording to the law

on personal data protection, should have been submitted prior to the actual setting up of street
video-surveillance. He noted that several elements were lacking in the impact assessment,
preventing a proper risk analysis and ndtign of those risks as regards the fundamental

rights of the individuals subject to the vidsorveillance. The authories have yet to inform on
follow-up measures taken in this regard.

During the COVID19 related state of emergency, the government edtaldl a centralised
information system in which health institutions with hospitalised persons suffering from
COVID-19 as well as testing laboratories have been keeping personal data. Such data have
been regularly transmitted to the Ministry of Health faéatistical purposes and to the
Ministry of Interior for the supervision of isolation and selflation measures. The
government crisis team sent an SMS message on the epidemic situation to all users of the
stateowned Telekom mobile network, while the reage was not sent via the other operators.
The authorities announced the tracking of mobile phones of the Serbian diaspora returning to
the country. In that overall context, the Commissioner for Personal Data Protection stressed
the importance of respectjriawful, limited and proportional processing of health and other
sensitive personal data in line with the law on personal data protection.

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 exercisingtheir rights. Thelaw on churchesandreligiouscommunitieshasyet to
bealignedwith internationalstandards.
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Freedomof expression

Serbiahassomelevel of preparation concerningfreedomof expressionSerbiaadopteda
newmediastrategyin January2020,which wasdraftedin a transparenandinclusivemannef
and identifies the main challenges related to media freedom in Serbia. However
implementatiorof the new strategyhasnot yet startedandno progresswasmadeyet on the
ground to improve the overall environment for freedom of expression The other
recommendationsf last yearhaveyet to be addressedndthereforeremainvalid. Casesof
threatsandviolenceagainstournalistsremaina concernandthe overall environmentor the
exerciseof freedom of expressionwithout hindranceneedsto be further strengthened
including in practice As a stepin that direction,the Ombudsmarsignedan agreementvith
the representative®f sevenmedia associationsand all threej o u r n fade usidnsod
establishinga platform for registeringthe casesof pressure®n journalistsand other medig
actors and endangeringof their safety on 22 May 2020. This initiative is basedon the
previouslyestablishegracticeby mediaassociation®f publishingannualstatisticalreports
Transparencyf mediaownershipand of allocationof budgeary funds, especiallyat local
level, hasyet to be establishedS e r bnevandediastrategyhaspointedout theseissuesAs
regardsthe media monitoring of the electoralcampaign,ODIHR found in its preliminary
reportthatboththe newly establishe®upevisory Boardin the parliamentandthe Regulatory
body for ElectronicMedia (REM) remainedpassive althoughREM was more activein the
final phaseof the campaign ODIHR alsofoundthatmostTV channelswith nationalcoveragg
andnewspaperpromotedthe governmenpolicy andthatthefew mediaoutletswhich offered
alternative views had limited outreachand provided no effective counterbalancewhich
compromisedthe diversity of political views available through traditional media, through
which mostvoters receiveinformation.

1%

In addressinghe persistingshortcomingsSerbiashouldimplementits new mediastrategyin
atransparenandinclusivemannerfocusingasa matterof priority on:

- creating an enabling environmentin which freedom of expressioncan be exercised
without hindranceand ensuringthat threats, physical assaultsviolence, and casesof
invasionof privacy againstjournalistsandbloggersare properlyand swiftly followed up
by law enforcementand judicial authorities, as well as publidy condemnedby
governmenbfficials;

- ensuringthe full implementationof medialaws, and strengtheninghe independencef
the RegulatoryBody for ElectronicMediaandboostits capacityto work proactively;

- ensuring suitable funding of public broadcastig services,transparentand equitable
co-funding for media contentservingthe public interest,and increasedransparencyn
mediaownershipandadvertising.

The new media strategy was drafted in a transparent and inclusive manner by a working group
commsed of both media associations and public officials. It identifies the main challenges
related to media freedom in Serbia and sets out measures to address them. The same working
group, which had drafted the strategy, started drafting an action planngpteei first three

years of the strategt he strategyo6s actual i mpact on t !
freedom in Serbia will need to be assessed during its implementation.

Intimidationof journalists

The StandingWorking Groupon the Safetyof Journdists hashelpedincreasethe sharingof
information betweenthe police, the prosecutionand mediaassocationsin May 2020, the
Ombusmarsignedanagreementvith sevenmediaassociationsindall threej o ur nteatlei st s 0
unions on establishinga platform for registering casesof pressureon journalists. This

33



initiative is basedon the previouslyestablishegracticeby mediaassociation®f publishing
annualstatisticalreports.Thesereportscover casesof a criminal nature,togetherwith other
typesof threatsand attacksthat do not necessarilyfall within the criminal codebut are still

relevantto assesghe overall environmentfor mediafreedomin Serbia.One of the media
associationgeportedan increasen the total numberof threatsand attacks,from 30 casesn

2018to 67 casesn 2019.Following ananalysisof the criminal codeby the StandingwWorking
Group, the RepublicPublicP r o s e cOffiteqRP®@)drafteda mandatoryinstructionon
the conductof public prosecutordn criminal casesof violence againstjournalists.Contact
points, within p r o s e ooffides for cr@minal offencesmotivatedby prejudiceor hatred,
attendedtraining sessiongelatedto the safety of journalists. A network of those contact
points has enabledjournaliststo estdlish swifter communicationwith the authoritiesfor

protectionrelatedmeasures.

However,casesof threats,intimidation and violence againstjournalistsremaina sourceof

seriousconcern,especiallyat local level. According to information from RPPOregarding
thoseactsthat qualify for criminal prosecutionpy the end of December2019, out of the 59

casediled by the RPPOin 2019,47 caseqanincreasecomparedvith the 34 casesn 2018)
were consideredoy the RPPOand 12 casesdismisseddueto absene of legal groundsfor

criminal proceedings.Some 5 caseswere finalised with a conviction, while criminal

proceedingscontinue for the 42 remaining cases(5 casesbefore the court, 33 in pre-

investigationand4 without identified perpetrators)Regardinghe 57 casediled by the RPPO
in 2018,by the endof Decembe2019, 34 casesvere consideredy the RPPOand 23 cases
dismisseddueto absencef legal groundsfor criminal proceedingsAltogether10 cases 5

convictionsin court, 2 penaltiesmposedn accordancavith the principle of deferredcriminal

prosecution,l acquittaland2 casesvherethe prosecution'sndictmentwasdismissedoy the

courti werefinalised,while criminal proceedinggontinuefor the 24 remainingcaseg1 case
beforethecourt,17 in pre-investigationrand6 without identified perpetrators).

During the COVID-19 relatedstateof emergencythe governmentadoptedon 28 March 2020

a decreeto centraliseall information on the pandemicexclusivelythroughthe government
crisis team, which was then withdrawn on 2 April. A journalist was arrestedafter having

written an article describinglack of COVID-19 protectiveequipmenin a hospital. While the

criminal chargesagainsther for causingpanicweredroppeda monthlater, the journaist has
sincethencontinuedto bethevictim of smearcampaignsyerbalabuseandthreats,ncluding

by high-level officals. A restriction measureon accessof journaliststo the daily press
conferencesnthe pandemiavasin placefor tendaysandthenwithdrawn.

Regardingthe commissiontaskedwith looking into three casesinvolving the murder of
journalistsfrom 1999and2001,anappealprocedurds ongoingon a sentencessuedin April
2019, which had been the first ever in a case involving the murder of a journalist.
Investigationis ongoingin thetwo othercases.

Implementatiorof legislation/ institutions

The independencef the REM needsto be strengthenedo enableit to efficienty safeguard
mediapluralism. As a resultof the inter-parliamentarydialoguefacilitated by the European
Parliament,the three vacantpositionsin the REM Council werefilled in December2019,
after a threeyeardelay. Two othermembersesignedin Januay 2020 andwerereplacedin
February2020.0therdevelopment®f the dialoguehaveincludedthe eventualestablishment,
asrequiredby the law on the electionof representativesf 2000, of a SupervisoryBoard at
the parliament.lts mandateis, inter alia, to monitor electronicand print mediaduring the
electoralcampaign.REM adoptedin Februaryand March 2020 respectivelya rulebookon
obligationfor public mediaservicesduringthe electoralcampaignanda recommendatioifor
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private broadcasterfREM hasyet to clarify how suchdistinctionbetweenpublic andprivate

broadcastersomplieswith the law on electronicmediaandwith the opinion of the Ministry

of CultureandInformationof January2020,which foreseedegal obligationsalsofor private

meda. During the electoralcampaign,REM publishedweekly media monitoring reports,
focusingon time allocatedto the differentlists of candidatesR E M dnsthodologyhasyet to

be clarified as regardsits choiceto countthe airtime presenceof fi a n a | ag & separate
category,while at the sametime having acknowledgedhat i a n a | carssonsetimesbe

supportingcertainpolitical parties.It alsohasto be clarified how REM countedthe airtime

presenceof public officials when thoseofficials providedexplicit supportto electorallists

when appearingn the media.Overall, ODIHR found in its preliminary reportthat both the

SupervisoryBoard and REM remainedpassivein supervisingmedia conductduring the

campaignperiod, althoughREM was more active in the final phaseof the campaignand

bannedseveralelectiorrelatedads.ODIHR alsofound thatmostTV channelswith national

coverageand newspaperpromotedthe governmentpolicy and that the few media outlets
which offered alternative views had limited outreach and provided no effective

counterbalancewhich compromisedthe diversity of political views available through

traditionalmedia,throughwhich mostvotersreceiveinformation.

Hatespeechanddiscriminatoryterminologyareoften usedandtoleratedin the mediaandare
rarely tackledby regulatoryauthoritiesor prosecutorsVerbal attacksand smearcampaigns
againstjournalistsintensified during the period prior to the elections.The PressCouncil
continuedto recordanincreaseof breache®f the journalisticcodeof professionatonductin
print media.Recurrenstatement®y high-rankingstateofficials onthedaily andinvestigative
work of journalists are preventing the creation of an environmentwhere freedom of
expressioncan be exercisedwithout hindrance.The frequentrefusal by public bodiesto
discloseinformation, or their administrativesilence,following requestssubmittedunderthe
law on free accessto information of public importance,continuedto hinder the work of
journalists. Thenumberofj o u r n apeblso the Gommissionefor Informationof Public
Importancencreasedn 2019ascomparedvith 2018.

Publicservicebroadcaster

An unbalancedepresentatioby public servicebroadcastersf the plurality of political views
wasobservedduringthe overallreportingperiod.As regardshe period preceedinglections,
ODIHR foundin its preliminaryreportthatthe public broadcasterprovidedcontestantsvith
free airtime and equal accessto election programming,as requiredby law. However, the
governmentbenefitted from extensive coveragein other editorial programmes.Public
broadcastingservicesin minority languageseedto be strengthenedespeciallyas regards
RadioTelevisionSerbia.Despitethe increaseof about15% of the subscriptiorfeein January
2020,thetemporarynatureof the fundingmodeli a combinationof subscriptiorfees,budget
subsidiesand commercialcontributionsi leavespublic broadcastersulnerableto political
influence.

Economicfactors

Political andeconomicnfluenceoverthe mediacontinueso beasourceof concernSer bi a0 s
new media strategyidentified a lack of transparencyn ownershipstructuresand lack of
fairnessin financingfrom stateresourcesuchasmediacontentco-financingandadvetising
fundsfrom the state,stateownedcompaniesandlocal governmenbudgets.The strategyalso
highlightedthe absenceof suitablecriteriaand mechanismso assesshe existenceof media
pluralismin Serbia,andidentified measuresiming at addressig theseissues.The reporting
periodwas characterisedby a numberof salesandacquisitionsof mediacompaniesSeveral
companiesverepurchasedy TelekomSrbija,whosemajority stakeholders the state.In one
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case,a lack of agreemenbn the renewalof a distribution contractwith a cabletelevision
stationledto adropin accesgo diversemediafor the public. The privatisationprocessof the
mediasectorhasyet to be completed.The COVID-19 pandemiaesultedin the worseningof
the economic situaton of media in Serbia, which were hit by a critical reduction of
advertisingrevenues.

Professionabrganisationsndworking conditions

Journalistsassociationshave actively participatedin the working group which drafted
S e r bnevan@ediastrategy,and continuedto participatein the StandingWorking Groupon
the Safety of Journalists.Overall, journalists have little job security and the editorial
environment, which favours 6 t a b | o is dot £onducive to improving journalistic
standardsThe new strategyunderlinedthe needto strenghten o u r n jablsecsrityandthe
role of pressassociationgn tradeunionandemploymenmmatters.

(See also Chapter Ii0Information society and media

Freedom of assembly and associatiois guaranteed by the Constitutiamd is generally
respected. Legislation is generally in line with European standards, but has yet to be aligned
with the Guidelines on Freedom of Peaceful Assembly of the ODIHR. Implementing
legislation regarding the lanndreedom of assembly has yet to be adopted.

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

Regardingproperty rights, the Agency for Restitutiogontinued with restitutions in kind,
having adopté a total of around 5700 opinions and first instance decisions on return of
confiscated properties by the end of 2019. This corresponds to around 77% ofdb@ 75
submitted claims since the agency was established in 281&gards compensation, when
restitution in kind is not possible, the deadline for the repayment of financial bonds is
unchanged (December 2021) after having been extended in 2018. The agency proposed a
coefficient for calculating financial compensation but the government has raisgessed or
adopted it. The implementation of the law on the restitution of heirless Jewish property
continued despite complaints from some of the Jewish community representatives. The
number of restituted properties increased, and so did the returopsries to churches and
religious communities.

In the field of non-discrimination, legislationis broadlyin line with Europeanstandards,
althoughthe adoptionof amendmentso the law on antidiscriminationto further align with
the EU acquisis seriougy delayed.The antidiscriminationstrategyexpiredin January2018
andhasnot yet beenrenewed Accordingto the Equality C o mmi s s anoualeepoid,the
largestnumberof complaintsrelateto discriminationon groundsof disability, ageandgender.
The mandateof the Equality Commissioneexpiredin May 2020;a new Commissionehas
yet to be elected.The 2016 amendmentgo the criminal code relatedto prohibition and
punishmenbf criminal racialactsandotheractsof discriminationhaveyetto befully aligned
with the EU acquis Training coursedor public prosecutorsiavebeenorganisedn orderto
improve the prosecutionof hate crimes. Four new judgmentson hate crime were adopted,
bringingto five the total numberof final convictionssincetheintroductionof this conceptin
the Criminal Codein 2012.Humanrights defenderstogethemwith LGBTI personspftenface
hatespeechthreatsandviolence.Theseabuseshouldbe promptly and properlyinvestigated
andpenalisedThe Equality Commissioneraisedconcernsover the increasedccurance®f
discriminatory and hate speechduring the state of emergency,which were targetingin
particularwomen,the elderly, peopleinfectedwith COVID-19, thosereturningfrom abroad,
andLGBTI persons.
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On equality betweenwomen and men, the adoptionof a new law on genderequality has
been seriously delayed. The division of responsibilities between the sector for antk
discriminationpolicy and improvementof genderequality within the Ministry of Labour,
Employment, Veteransand Social Affairs andthe coordinationbody for genderequality still
needsto be clarified. Furthermore an efficient institutional setup with adequateesources
needsto be ensured.The Equality Commissionerassessedn her special report on
employmentthat the sociceconomicstatusof womenwas significantly worse than that of
men. The United Nations Committeeon the Elimination of DiscriminationagainstWWomen
recommendedo Serbiain March 2019 to take measurego, for example,combatthe anti
gender discourseand its adverseimpact on w 0 me mights, and strengthenthe direct
implementationof the said UN Conventionand the knowledgeof the judiciary, prosecutors
andlawyersin thisregard.

Onviolence against women and domestic violencthe adoption of the related strategy and

action plan has been seriously delay@te implementation of the law against domestic
violence needs to be improved, including for vulnerable women such as women with
disabilities and Roma women. The risk of datieviolence increased under the COVID

state of emergency due to the imposition of curfews, the potential-teq@Eting of cases or
difficulties with removing perpetrators from their homes. The Ombudsman submitted an
initiative to amend the decree @mergency measures in order to allow free movement of
victims of domestic violence. The first rep
Convention by the Council of Europeds Group
Women and Domestic dlence stressed the need for a more comprehensive response to all
violence against women covered by the Convention, not only domestic violence. This should
also include rape, stalking, sexual harassment and forced marriage. The very few support
services fo these cases of violence are predominantly run by NGOs. However, they operate

on a limited budget. Furthermore, police protocols do not mandate cooperation with specialist
support services or the routine referral of victims, resulting in the wridisetion of existing

NGO expertise. An integrated system for collecting and monitoring cases of violence
disaggregated by type of violence and by relationship between perpetrator and victim does not
exist. An action plan on the national programme for safegongrend improving sexual and
reproductive health has yet to be adopted. Additional funding is needed to ensure it is
implemented as regards improving access to quality services in this area.

A new strategy on child protection and preventimgence agains children was adopted in

May 2020. A new national action plan for thghts of the child has yet to be adopted, the
previous plan having expired in 2015. The adoption of amendments to the law on juvenile
offenders and protection of minors in criminal ggedings, has been seriously delayed.
Statistical data on vulnerable groups, including Roma children and children with disabilities,
is still not disaggregated. Although a relatively small number of children are placed in
institutional care,violations of children rights that happen in largeale institutions for
children with disabilities remain a concerknsuring sustainable funding for preventive
family supportservices, including appropriatamily-based alternativeshen separation a&
child from its family is in the cRegalddgpos bes
access to justice for children, prevention programmes and programmes for reintegrating
juvenile offenders into the community are still only available in largesc Mechanisms for
protecting child victims/witnesses in justice proceedings need to be made operational and
mainstreamed across the country.

In March 2020, Serbiaadopteda strategicframeworkregardingthe rights of personswith
disabilities, while a comprehensivetrategyon deinstitutionalisatioris still lacking. Serbia
also adopteda mental healthcarestrategyin November2019; however, placementand
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treatmenin socialinstitutionsof peoplewith psychosociaindintellectualdisabilitiesis still
not regulatedin accordancewith the UN Convention on the Rights of Personswith
Disabilities. Womenwith disabilitiesin residentialinstitutionsare particularly vulnerableto
genderspecific forms of violence i forced contraception forced sterilisation and forced
abortion. There is a lack of funding for developingcommunitybasedservices,and for
supportinglicensedserviceprovidersand social services During the first threeweeksof the
COVID-19 state of emergency,personswith disabilities were lacking home assistance
services,sincethe serviceprovidersdid not have permitsfor movementduring the curfew.
Childrenwith developmentlisabilitiesandautismalsoparticularly sufferedfrom the curfew.
Theseissueswereeventuallysolvedby the authoities following complaintsof variousCSOs
andtheOmb u d s reeomiendations.

As regards theights of Lesbian, Gay, Bisexual, Transgender and InterseXLGBTI)
persons two pride parades, in June and September 2019, took place without any incidents,
the latter attended by the Prime Minister and several -leghl officials. In May 2019, a
public civil society event aimed at marking the International Day against Homophobia,
Transphobia and Biphobia was successfully held in Novi Sad, the first time sachrdrwas

held outside Belgrade. Amendments to the law on birth registry, which now enable data on
gender change to be entered into the registry, came into force in January 2020. Training
courses for employees in municipality offices are needed to aveiknrpractices as regards
implementing legislation. Overall, the situation of LGBTI persons in Serbia remains broadly
the same as in previous years. The implementation of the hate crime legislation, including on
grounds of sexual orientation, remains infuie. Centralised official data on hate crimes
broken down by bias motivation is still lacking. Due to lack of trust in institutions and the fear
of stigmatisation and victimisation, cases of violence and discrimination towards LGBTI
persons are often wported. Transgender persons are particularly vulnerable to violence,
abuse and discrimination. Intersex persons remain invisible both socially and l&gaéw
rulebookon 6 C | dCenélitions,Criteria and Methodsfor Selection,Testingand Evaluation

of ReproductiveCell Providersand E mb r yinzladés a provision banning donation of
reproductivematerialsto peoplewho hadhomosexuatelationsin thelast5 years.

Concerningprocedural rights, the legal framework remains only partially aligned with th

EU acquis Regardingaccess to justicea new law on free legal aid started to be applied in
October 2019. NGOs without a lawyer registered in the bar are not, under this law, eligible
legal aid providers, apart from a few exceptions. At the same tiraeBar Association of
Belgrade warned that attorneys who act as statutory representatives for NGOs would be
disbarred; some disciplinary procedures are ongoing. Several NGOs expressed concerns that,
due to the new law, legal aid may no longer reach sontleeofost vulnerable individuals.
Statistical data on the first 6 months of implementation of the law indicate @i gersons
received free legal aid and185 received free legal support; the eligibility criteria being
linked to benefiting from socialelfare or child allowance, which covers a limited percentage

of persons at risk of poverty in Serbia. mational strategy on the rights of victims and
witnesses of crime, and the corresponding action plan, were not yet adopted during the
reporting period As regards the right to compensation for victims of crime in criminal
proceedings, guidelines for improving first instance court performance were adopted by the
Supreme Court of Cassatiohmendments to allow for an urgent procedure within the law on
witness protectionwere adopted.

Thelegalframeworkfor respecfor andprotectionof minorities andculturalrightsis broadly
in placeandgenerallyupheld,in line with the Council of EuropeFrameworkConventionon
National Minorities. In its fourth opinion on the implementationof this Convention,the
Councilof E u r o pdvisosy Committeefound a notablediscrepancyin the protectionof
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minority rights betweenthe AutonomousProvinceof Vojvodina and otherregionsof Serbia,
recommendinghat protectionof nationalmi n o r rights oetsdéVojvodina be improved.
The Advisory Committeealso stressedthe needfor settingup a sustainabledatacollection
framework,andfor revitalisinginter-ethnicrelations,taking into accountthe needto involve
the majority in Serbian society in integrating and including national minorities. The
implementatiorof S e r bdi aacopsanéontherealisationof therightsof nationalmi nor i t i e s ¢
andrelevantlegislationneedsto leadto a tangibleimprovementn the effective exerciceof
therightsof individualsbelongingto nationalminoritiesthroughouthe county. The Fundfor
the National Minorities was further increased A catalogueof the most commonAlbanian
namesand surnameswvas created to enablesuchnamesto be accuratelyenteredin registry
books.Local councilsfor inter-ethnicrelationshavebeenesablishedin all 73 municipalities
wheresuchan obligationis stipulatedby the law; however,the full implementationof their
mandatehas yet to materialiseas council membershave not always been nominatedor
councils do not meet often. Despite the legal obligation to take into accountthe ethnic
compositionof the population, national minorities remain underrepresenteth the public
administration. The authorities started collecting data on the representationof persons
belongingto nationalminoritiesin the public administrationpn the basisof the amendedaw
on civil servantsDuring the stateof emergencythe Office for Humanand Minority Rights
and the Ministry of Public Administration and Local SelfGovernmentorganisedan
informationcampaignn 12 minority language®n preventivemeasuresgainstCOVID-19.

There has beenfurther progressin the areaof education.The processof preparingand
printing textbooks in minority languagescontinued and produced positive results. An
additionalnine textoooksin Albanianwereprovided.The Ministry of Education,Scienceand
TechnologicaDevelopmenincluded24 new setsof textbooksin Albanianin its catalogueof
textbooksfor primary school.More work is neededo completethis task. New curriculafor
teachingSerbianasa nonmothertonguehavebeenadopted.The publicationof textbooksin
minority languagegor usein secondaryschoolsremainslimited. Accessto religiousworship
in minority languageshas yet to be enabledthroughout Serbia. Public broadcastingin
minority languagesasstill not beensufficiently extendedoutsideof Vojvodina. Following
the processof media privatisation,the broadcastingpf programmesn minority languages
remaindragile anddependenon funding.

RegardingRoma inclusion, Serbia signed the Western Balkan Partners Roma Integration
declaration in Poznan in July 2019, which contained quantifiable commitments in key priority
areas. The adoption of an action plan (2@020) under the strategy for the social inclusion

of the Roma in Serbia has been seriously delayed. The coordination body for monitoring the
strategyb6s 1 mplementati on, chaired by a Dep
reporting period, not six times a year as previously agreed in the 2017 RomiaaSe
conclusions. The Expert Group involving CSOs, mandated to support the coordination body,
never met. The fifth Roma Seminar was held in October 2019. The operational conclusions
were finalised but their adoption has yet to be formalead their impémentation closely
monitored and reported omhe institutional structure dealing with Roma integration remains
ineffective and complicated, without a clear distribution of ta€l®rdination between the
national and local authorities, as well as Resassitive budgeting, still need to be
strenghtened. There is a serious delay in establishing the legal basis for local Roma
coordinators and pedagogical assistants. Their job descriptions should be uniform throughout
Serbia and institutionalised.

Most Roma people in Serbia have civil documentation. The solution planned by the Ministry
of the Interior, the Ombudsman and UNHCR to enable the registration of individuals lacking
an official address by means of registering at centres for social woid hedre Roma people

39



being registered. However, all births need to be registered immediately after children are
bor n, regardl ess of t heir parentsd6 status;
amended. There was an increase in the number of Roudens$ benefiting from
scholarships, with a total of 220 Roma students enrolled at secondary level in 2018/2019,
compared with B69 students in 2017/2018. However, school draprates remain high,
especially for Roma girls. Segregation in educaticedsdo be addressed. There is still a very
low coverage of Roma children in preschool education; only 9% of Roma children attend
kindergartens. The percentage of those completing tertiary education remains extremely low,
namely 1% compared with 16% of then-Roma population. Transition from education to

the labour market is especially challenging for young Roma people. Local mobile teams
continued outreach activities, encouraging unemployed Roma people to register and
participate in active employment meessi However, the low level of education remains a
key barrier to employment. Informal employment is decreasing but continues to be high
among the Roma population and the informality gap is the highest in the Western Balkans
region. In addition, Roma arélsunderrepresented in the public administration.

The adoption of a national housing strategy is pending. Many Roma households have no
access to electricity, drinking water or a connection to the sewage system. The legalisation of
Roma settlements needs be tackled as a matter of priority as required by the Poznan
declaration. Roma returnees under readmission agreements are in a particularly difficult
situation in terms of social and economic inclusion. Mechanisms for addressing their needs
has to betsengthened. CSOs and the Ombudsman have warned about the vulnerable situation
of Roma living in informal settlements during the COVID pandemic. In the area of health,
there is a serious delay in establishing the legal basis for health mediators.gAlttiola
marriage is not common in the general population, almost 60% of girls from Roma
settlements are married at an early age. Domestic violence also often goes unreported.

There are still 199584 internally displaced persons (IDPs) in Serbia, of whom 68514
remain vulnerableand with displacementelated needs.All collective centresbut one are
closed.The law on permanentand temporaryresidenceneedsto be consistentlyappliedto

allow RomalDPs living in informal settlementgo obtainregisteredresidenceand accesdo
basicsociceconomicrights. RomalDPs remainthe mostmarginalisedandvulnerable Serbia

is engagedn theregionaldialogueon 6 d u r salbtibnefor displacedoersondfromK o s o v 0 6
(thed Sk ppjoec e s s 6) .

2.2.2 Chapter 24: Justice,freedom and security

The EU has common rules for border control, visas, residence and work permits, external
migration and asylum. Schengen cooperation entails the lifting of border controls inside the
EU. EU Member States also cooperate with Serbidénfight against organised crime and
terrorism, and judicial, police and customs matters and are supported by the EU Justice and
Home Affairs Agencies.

Serbia hasome level of preparationto implement the Elacquison justice, freedom and
security.Someprogresswas made on | ast yearod6s recommend
adoption of the strategy and action plan for the control of light and -saddlle weapons.
Serbia also continued to improve its international police cooperation. Serbia continued to
significantly contribute, as a transit country, to the management of the mixed migration flows
towards the EU by playing an active and constructive role and cooperating effectively with its
neighbours and EU Member States. It also continued to effectmplgment the integrated
border management strategy and its action plan.
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Serbia has yet to establish a convincing track record of effective investigations, prosecutions
and final convictions in serious and organised crime cases, and to further alighenih)
visa policy.

In the coming period, Serbia should in particular:

- i ncrease t he financi al and human resour ce
Organised Crime;

- continue increasing border contraéspecially border surveillance includingification
and registration measures in full respect of fundamental rights, and increase efforts to
detect and prevent smuggling of migrants;

- refrain from further diverging from the EU visa policy and take concrete steps tg fully
align with it, in partcular with regard to the main countries of origin of irregular
migration to the EU.

Serbia continued implementing the action plan which was adopted prior to the opening of the
accession negotiations on this chapter in July 2016. It adopted a revisedpdan in July

2020. The revised plan is oriented towards meeting the interim benchmarks of the EU
common position.

Fight against organised crime

Serbia hasome level of preparationin the fight against organised crimamited progress
wasmadeif ul fi Il ling | ast year6s recommendalti ons
signed an inteministerial cooperation agreement on the establishment of a National Crjminal
Intelligence System, as a first step towards improving -agency cooperatiom the fight
against organised crime. Overall, Serbia has yet to establish a convincing track record of
effective investigations, prosecutions and final convictions in serious and organised crime
cases, including financial investigations leading to a trackrd of freezing and confiscating
criminal assets. The number of final convictions for serious and organised crime slightly
increased compared with 2018. It is necessary to switch from an approach on cases to a
strategy against organisations, and frohe tmanagement of cases of low or medium
importance to high profile cases aiming at dismantling big and internationally spread
organisations and seizing the assets.

Serbia should increase its efforts in addressing the shortcomings and:

- increase the trackecord of investigation, prosecution, and convictions in serious and
organised crime cases, including relevant cases of money laundering;

- systematically increase the freezing and confiscation of criminal assets based on a
systematic tracking of moneyofls, in particular in cases of organised crime and money
laundering;

- ensure a clear separation of the mandates and regulations concerning the interception of
communications for criminal investigation on the one hand, and for security purposes on
the otler, and put in place a robust oversight mechanism so as to avoid abuses.

Institutional setup and legal alignment

There were 40219 police officers in Serbia in April 2020, equivalent to 435 perQUID
inhabitants, compared with an EU average of #@dstat, 2017)T he Pr osecut or 0s
for Organised Crime is understaffed with only 21 prosecutors in charge of leading both the
pre-investigation and investigation phase in the most complex crimes countrywide.
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The Ministry of t investigdtion tueitris aesighated fo icarrg out the |

f unct i on sAssefRecBweny Officah@tsare related to the exchange of police data in

line with the EUacquis.The unit is still being set up in order to be fully operational and to
cooperate effaovely with the asset recovery offices of the EU Member States. This will
require the officebs access to al/l rel evant
working on. Agreements, in particular with the customs and tax administrations have to be
concluded in this regard.

The establishment of a single centralised criminal intelligence system, advanced further in
terms of technical preparations. An intestitutional cooperation agreement was signed in
September 2019. This system will serve as & safd unified platform for managing and
exchanging data in the field of serious and organised crime between law enforcement and
judicial authorities and should improve ingency cooperation.

The development of a new national serious and organised tirreeg assessment (SOCTA)

is in its final stage. Once adopted, Serbia should use it to set operational priorities for fighting
organised crime. The Fugitive Active Search Team attained important results both in terms of
guality of information shared and fugitives arrested.

The capacity of the internal control sector of the Ministry of the Interior was strengthened
both in terms of equipment and human resources. However, the implementation of-the anti
corruption measures, including integrity tests, hat to show concrete results. The
operational independence of the sector is still not fully guaranteed.

The legislative reform concerning the human resources management system of the Ministry of

the Interior and of the police was completed in June 2@38ovVides for adequate staffing in

a number of areas, in particular asset recovery and cybercrime. It is too early to assess its full

i mpact . The reform was also relevant-ledf or th
pol i cing mo daméndmentsTid the ldwah gobce raise concerns as regards the
transparency of recruitment procedures: they give broader discretionary powers to the
Minister of the Interior as compared with previous versions of the law.

The Law on police still needs to be harmonised with the criminal procedure code.
Furthermore, théegal framework is still insufficient to guarantee the operational autonomy

of the police from the Ministry of the Interior. Thus, during the-iprestigation and
investigation phase, the police continues to report to the Ministry of the Interior and not only
to the prosecution office. Media relations, including press releases on ongoing operations, are
still managed mainly by the Ministry of the Interior anat by the prosecution and/or the
police.

The operational autonomy of the prosecution and police from the security services in criminal
investigations is not ensured either in law or in practice. Interception equipment is located
only at the Securityntelligence Agency. Serbia is delayed in carrying out an analysis of the
roles and practices of security services and the police in implementing special investigative
measures, especially interception, in theipkestigation phase in order to bring themline

with best European practices.

Following the adoption of a number of laws on fight against money laundering and
terrorism financingSerbia was removed, in June 2019, from the Financial Action Task Force
(FATF) list of countries with strategideficiencies in preventing money laundering and
terrorism financing. Serbia rematupprocedurdd | e ct
until the country is placed back under regular follow up based on an assessment of continued
progress. It was further pgraded for three recommendations in the December 2019
MONEYVAL report Ser bi adés | egislation was further a
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standards and EHcquis In line with the national risk assessment action plan, in May 2019,
the Government issdeguidelines on the centralised collection of data regarding cases of
money laundering and financing of terrorism. A new strategy ornamtey laundering and
countering financing of terrorism for the period 282124 was adopted in February 2020. In
July 2020, a list containing the names of CSOs and media reportedly subject to a risk
assessment by the Administration for the Prevention of Money Laundering (APML) was
|l eaked to the public. The applicabl e bfegal b
the APML with the recommendations of the FATF will need to be clarifek (Political
Criteria 7 Civil Society and Chapter & Free Movement of CapitalThe capacities of the
bodies that are obliged to report to the APML on suspected cases of mondgriag and
financing of terrorism was strengthened. The APML staff increased from 33 to 37 employees
(full staffing being at 42).

In June 2019, Serbia adopted a strategy for small arms and light weapons control for 2019
2024, with its accompanying aati plan. They are being implemented. The strategy defines
five strategic goals for improving the control of weapons. It also envisages the establishment
of an expert advisory body and Firearms Focal Points. In December 2019, a team for
monitoring and examnging all operational data regarding weapons was formed, and a national
coordinator for the control of small arms and light weapons appointed.

Implementation and enforcement capacity

As regards thdrack record, there has still been little progress dismantling criminal
networks and in establishing a track record of proactive investigations, prosecutions and
convictions in the fight against organised crime. New investigations into organised criminal
groups were initiated in 2019 against 156 individ@bmpared with 146 in 2018, and 191 in
2017). Indictments were filed against 65 individuals. The number of convictions in organised
crime cases is slightly increasing: convictions (first instance) in 2019 were rendered against
167 individuals (out of with 42 were plea agreements approved by the courts) compared
with 155 in 2018.

The use of plea agreements needs to be carefully balanced against the need for justice being
seen to be done and avoiding any impression of impunity in cases of serious anskedrga

crime. Considering that the prosecutor, according to the criminal procedure code, has a
leading role in the prevestigation phase, the discrepancy between the large number of
arrests <carried out by the pol the mych lowert abl y
number of arrests confirmed by the prosecutor is a matter that needs to be looked at.

There is welestablished cooperation with Interpol and Europol. The secure communication
channel SIENA is operational, and its usmntinuously incresed since its introduction and
remained on a high level from 2018 onwards. The rollout of SIENA to local competent
authorities is ongoing. In 2019, the number of new cases increased by 72% compared to 2018.
In 2019, the number of messages increased by d@¥pared with 2018. Serbia is speeding

up its cooperation with EuropdBerbia has further strengthened its participation in the EU
policy cycle for serious and international organised crime/EMPACT (European
multidisciplinary platform against criminal thats) for 20182021. In 2020, Serbia is
participating in 15 analysis projects and has made notable advancement in EMPACT projects

(out of 249 in total). This includes taking
cocaine and herexipn®, tathiond, séxualkarms traf
crimed and ofacilitation of i1 1 egal i mmi gr

participates in joint action days that aim to counter different types of-bovder crime.
Serbia is also adributing with information to the EU strategic reports. In November 2019,
Serbia ratified an amended agreement with Europol on operational and strategic cooperation,
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and on the deployment of a Europol liaison officer. The accreditation of the liaisoer asf

still pending however which is further delaying the deployment. The level of cooperation
through the working arrangement with the European Union Agency for Law Enforcement
Training (CEPOL), which entered into force in April 2018, satisfactory #@hough the
number of participants in residential activities decreased from 18 in 2018 to 3 in 2019 due to
financial constraints. National contact points, lead managers and exchange coordinators have
been appointed.

As regards théight against money launcering, the number of convictions over the reporting
period increased compared with 2018. In 2019, there were convictions (first instance) against
71 individuals, out of which 3 were for staatbne cases of money laundering and 68 were

for third-party mong laundering, compared with convictions against six individuals in 2018.
The understanding of staradone and thirgparty money laundering as well as of
independence of the offence of money laundering from a predicate crime seems to have
improved but need® be increased further as results are not yet fully visible. More cases of
standalone money laundering (based on inexplicable wealth) should be started up.

The number of cases wheseizure and confiscation of assetsccurs is still limited, and the

ampunts continue to be low. Measures such as confiscating the equivalent value when the
proceeds of c¢crime cannot be found in the per
confiscation is not applied systematically, partially due to an inconeistbatween the

criminal procedure code and the 2016 law on seizure and confiscation of proceeds of crime.
Indirect or circumstantial evidence, especially in cases of inexplicable wealth is rarely
gathered or accepted by the courts. Serbia needs to makscaton of criminal assets a

strategic priority in the fight against organised crime, terrorism andléigt corruption, in

order to take away the economic basis of criminal networks.

The limited track record on confiscation of assets can alsogaiead by the fact that there

are not enough financial investigations. Serbia needs to step up the application of the concept
of financial investigations Currently, financial investigations are mainly aimed at extended
confiscation, while the key objegtg is to identify, document and disrupt money flows that
feed activities of criminal networks.

Serbia adopted an action plan for 220 to implement to implement the strategy for the
prevention and suppression wéfficking in human beings for 201%2022., which has a
focus on women and children. Standard operating procedures for the treatment of victims of
trafficking in human beings were adopted in January 2019 and are currently under revision
following their first phase of implementation. There deeo be further crossectoral
cooperation, coordination and a clearer mutual understanding of roles and responsibilities.

A centre for protection of victims of human trafficking is operating with 16 out of 24
envisaged staff. Its capacities need torflmedased. A shelter for female victims was opened in
February 2019. Although legally possible, compensation to victims is rarely granted. There is
no scheme or fund for compensation. A significant fall in the numbers of formally identified
victims was obswed in 2019, though an official set of indicators to identify victims is still
lacking. Twelve individuals were convicted (at first instance) for trafficking in human beings
(with one of them convicted of having committed the offence within the contexgahised
crime).

Ontrafficking in weapons, the number of convictions is low within the context of organised
crime (only one individual convicted). There were 11 individuals convicted at the general
competence (first instance). However, the Serbiamioal code has only a single article on
weapongelated offences. Hence, it is not possible to distinguish the number of convictions
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related to trafficking in weapons compared with the ones related to illegal possession and
other less relevant conducts.

Sebia also continues to participate in implementing the action plan on the illicit trafficking in
firearms between the EU and the South East Region of Europe-2209%. While there was

no destruction of weapons during 2018, a total 0o43® small arms ahlight weapons, and
54111 pieces of ammunition were destroyed in December 2019.

On cybercrime, convictions were rendered against 49 individuals (first instance). The
operational capacity within the police to effectively address cybercrime was streatjthen
including through the establishment of special investigative units which deal with abuse of
credit cards, €ommerce and-banking and suppress illegal and harmful content on the
internet. Staff in the cybercrime department increased (from 15 to 22). IS cyaedcame
strategy, adopted in late 2018, is being implemented.

Amendments to allow for an urgent procedure within the lawviiness protectionwere
adopted. The witness protection unit of the Ministry of the Intérmvering organised crime
and war crime caseds operational. One psychologist and one social worker were recruited.
Proactively fighting organised crime and corruption remains critical to countering criminal
infiltration of the political, legal and economic systeffise criminalprocedure code needs to

be amended in order to further protect victims and witnesses.

Cooperation in the field of drugs
Institutional seiup and legal alignment

Serbia has a national drugs strategy covering 221.4In April 2019, Serbia adopted
amendments to the law on substance used in illicit manufacturing of narcotic drugs and
psychotropic substances. The National Monitoring Centre for Drugs, located in the Ministry
of Health, manages the national early warning system (NEWS). The Serbian MEWS
operational and aligned to some extent with European standards. The first Serbian early
warning system profile was published in July 2019 on the website of the European
Monitoring Centre for Drugs and Drug Addiction (EMCDDA). It was drafted by Serbian
experts who were supported by EMCDDA staff, and presents the structure, objectives and
working methods of the Serbian system. Serbia continued to report einiiestietections of

new psychoactive substances on its territory during the first half of 2019.

The responsibilities of the National Monitoring Centre for Drugs need to be better delineated
from other state bodies, notably as regards coordinatieavis the Office for Combating

Drugs, an inteministerial coordination office. Both this office duthe Serbian national drug
observatory (NDO) have received the necessary staff increase. The NDO has achieved a good
level of preparation to participate as a full member of the EMCDDA and of the Reitox
network (the European information network of drugd drug addiction).

Serbia is still in the process of aligning its data collection, analysis and reporting with
EMCDDA requirements and methodologies. A working arrangement between the EMCDDA
and the Office for Combatting Drugs, the Ministry of the Inteand the Ministry of Health

was finalised for signature.

Implementation and enforcement capacity

In 2019, 995 individuals were convicted (at first instance) of illegal possession and trafficking
of narcotics, 69 of whom had committed the offemgthin the context of organised crime.

During the second half of 2019, a total of 4.5 tons of various substances (including around
109 kg of heroin) were confiscated compared with 2.7 tons, including 59 kg of heroin during
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the first half of 2019. The disepancy between the large quantity of drugs seized and the
number of convictions is noteworthy.

According to current legislation, it is not possible to keep only a small sample as material
evidence for court proceedings, instead, the entire seized quantiyuired. An appropriate
process for destroying drugs and drug precursors has yet to be set up. Overall, this policy area
would benefit from a more proactive and comprehensive approach.

Fight against terrorism
Institutional seup and legal alignment

Since 2009, Serbiads national security strat
one of the greatest threats to its security. A coordinator for the 2017 national strategy and its
corresponding action plan on preventing and fighting terroas2017 was re&appointed in

June 2019There is a need to set up a monitoring mechanism and ensure that there is regular
reporting on the implementation of the strategy and the action plan. Also, the strategy has yet
to be extended in order to cover allrfes of radicalisation and violent extremism. In
November 2019, Serbia anble EU signed an arrangement to implementjdiir@ action

plan on counterterrorism for the Western Balkans, covering 262020. It outlines
concrete actions to be takdn.the fidd of preventing and fighting radicalisatical] forms of
radicalisation and violent extremism, irrespectioe their political, religious or ethno
nationalist root causes still need to be included in the national str&edyia has not yet
appointed aingle point of contact for the implementation of this arrangement.

The national strategy for combating violence and misconduct at sports event@IR3
expired without having been replaced. There is a further delay in setting up a single national
datalase on terrorismelated information.

In May 2019, Serbia revised its criminal code criminalising travel for the purpose of the
Operpetration, pl anning, or preparation of,
receiving of terroristtrai ng6é, as wel | as its financing in

Implementation and enforcement capacity

In 2019, there were no convictions for terrorist associations or financing of terrorism. There
were also no convictions for recruiting and training idesrto commit terrorist acts or public
inciting to commit terrorist offences.

The national coordination body for the prevention of money laundering and the financing of
terrorism set up a platform to improve the dialogue on prevention with civil society a
international stakeholders to raise awareness on the risk of terrorism financing.

The taskforce on combatting terrorism cooperates and exchanges information with Europol,
Interpol and its regional counterpar@®ooperation at regional level improved.dooperation

with international partners, Serbia thus undertook efforts to address the threat of Islamic
extremism. While this is a rather limited phenomenon in Serbia, other forms of violent
extremism, including hooliganism, should be addressed.

Serbia is actively participating in the revision process of the Integrative Internal Security
Governance mechanism.

Serbia should step up its efforts in various areas and aspects of radicalisation and violent
extremism addressed in the courterorismarrangement, including in football hooliganism.
Furthermore, research on radicalisation and violent extremism in Serbia is still scarce and
fragmented, and there is a need for baseline data in this area

Legal and irregular migration
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Institutional setup and legal alignment

Responsibilities for managing migration are shared between the Ministry of the Interior, the
Commissariat for Refugees and Migration, the Ministry for Labour, Employment, Veteran
and Social Affairs, the Ministries of Foreign Affaird, Justice, of Defence and the Ministries

of Health and Education, Science and Technological Development. Regarding the fight
against smuggling and trafficking in human beings, a new institutional structure was
established in 2019 within the Criminal Polid&ectorate. This structure is led by the deputy
prosecutor for organised crime and includes bodies such as the Security Intelligence Agency,
which were previously not included. As part of organisational changes within the Border
Police Directorate, a newepartment for suppressing irregular migration within the service
for foreigners was established to strengthen the system for preventing and suppressing
irregular migration. Within that service, a department for reception and accommodation of
foreigners vas created. Responsibilities are defined in the existing legal framework and
coordination structures exist; however, coordination in practice could be further improved.

The EUSerbiareadmission agreement in force since January 2008, is facilitated by
implementing protocols concluded with 21 EU Member States. Serbia has 11 bilateral
readmission agreements, including with Bosnia and Herzegovina, North Macedonia and
Montenegro. Negotiations to sign readmission agreements with Ukraine, Azerbaijan, Turkey,
Georgia, Belarus and Argentina are ongoing. As initiatives to conclude readmission
agreements with Afghanistan, Pakistan, Algeria, Morocco, Iran and Iraq that were launched in
2017 remained unanswered, they were relaunched in 2019.

The Governmentesponseplan to manage mixed migration for 2019 was implemented and
the plan for 2020 was adopted by the government.

Implementation and enforcement capacity

The Western Balkan migratory route continues to be firmly established and migrant
smuggling networks reain very active as evidenced by reports of increased entries and exits
as well as shorter stays of migrants in the reception centres. Most of the migrants currently in
Serbia are place in temporary accommodation facilities and do not have any legal status.
During 2019 the number of migrants accommodated in Serbia fluctuated from @9@rid
January, to 300 in the summer and reachin§@0 by the end of 2019. The main countries of
origin are Afghanistan, Syria, Pakistan, Iraqg and Bangladesh. Large nofmbpeisons have

also been registered from Morocco, Algeria, Palestine and Iran, including a significant
number of unaccompanied or separated children.

Following the declaration of the state of emergency, migrants, refugees and asylum seekers
were prohibied from leaving the reception facilities in order to avoid uncontrolled
movements within the country. The number of persons present in these centres réithed 9

in April 2020, and consequently two new temporary facilities were opened as some facilities
had reached 325% of their capacity. The Serbian authorities reacted with a set of measure to
prevent the spread of COVIIDR in the reception facilities. A proactive communication policy

was put in place aiming to contain and mitigate rising tensions du®hanged confinement

and overcrowded spaces.

In 2019, 4990 individuals were intercepted at the border (compared w@h83in 2018).

From January 2019 to beginning of November 2019, 136 criminal charges were filed against
176 individuals suspected of sggling of migrants. Some 67 individuals were convicted of
illegal crossing of state borders and smuggling. Efforts to combat smuggling need to be
strengthened.
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Serbia has started implementing thgislation on state border control, on foreigners and on
ag/lum and temporary protection as well as the relevant implementing legislation, adopted in
2018. Key staff have been trained.

As regards thaccommodationof migrants, the extension of the detention centre in Padinska
Skela is still ongoing. It will provie additional 100 places and thus increase the capacity to
150 places. Mobile centres for irregular migrants for the purposes of registration and short
term accommodation are operational. While being faced with increased mixed migratory
movements and a laegnumber of arrivals, Serbia continued to make substantial efforts to
meet the essential needs of migrants passing through or remaining on its territory. Altogether,
19 governmental reception facilities (asylum centres, reception and transit centresj, two
which have been temporarily put on stand can provide longerm accommodation for up

to 6000 people and temporary shelter for arour@Q people. Children receive education
through their inclusion in the national schooling system. Serbia providemsiderable
amount of health services to migrants through the public health system. An information
management system for regular monitoring, planning and managing accommodation and
reception facilities in accordance with European standards for receptidlitions is in place

within the Commissariat for Refugees and Migration. The commissariat regularly reviews its
contingency plan. The overalitaffing situationin the area of migration depends on
international funding.

Serbia has put in place a programme for voluntaeryrn support to foreigners for 2018021
including funding for information and identification of potential returnees. In cooperation
with International Organisation for Migration, the Commissariat fouBeés and Migration

hold more than 180 information sessions in asylum and reception centres in 2019. In 2019,
288 migrants applied for assisted voluntary return and 193 were returned to their country of
origin, among them 103 to Iran, 23 to Algeria, 19r&m, and 15 to Pakistan. The Ministry of

the Interior is in charge of forced return and it returned 46 migrants to their country of origin
in 2019. The lack of enforceable bilateral readmission agreements with third countries is a
serious obstacle for S#a to manage returns effectively, notably with the main countries of
origin including Afghanistan, Pakistan, Iraq and Iran.

The implementation of th&U-Serbia readmission agreements satisfactory. Serbia has
considerably improved its implementationtbé third country national provision since 2018.
8375 persons were ordered to leave in 2019 a@857in 2018. 270 were returned
following an order to leave in 2019 (a return rate of 63%) a8@56in 2018 (80%).

Asylum
Institutional setup and legadlignment

The Asylum Office, the authority that decides on asylum claims at first instance, is a separate
unit in the Ministry of the Interiords Bor d:¢
can be submitted to the Asylum Commission and sulesgiyuto the Administrative Court of

Appeal as a final instance. The Asylum Commission is composed of representatives of
different line ministries, including an independent expert and chaired by a representative of

the Ministry of the Interior. The Commesat for Refugees and Migration is the state
authority responsible for receiving and accommodating asylum seekers, managing asylum
centres and integrating people who were granted international protection.

Serbiabs | egal f r a me theoBU&cquis Serbiaaeedsda furtheadddptg n e d
its |l egislation notably as regards effective
asylum and temporary protection), appeal b

48



applicants/persons unde i nt ernati onal -pBpfedfiremed | efmal i c
56), and O6safe third country procedured6 (Art

Implementation and enforcement capacity

In 2019, the number of asylum seekers remained approximately the same as in 2018. In 2019,
out of 12930 individuals who expressed an intention to seek asylum (20380)3 174

lodged an application (2018: 341). In 2019, 219 decisions (2018: 199) weeefonaal total

of 287 asylum seekers (2018: 272). Some 17 asylum seekers received refugee status (2018:
10), 17 received subsidiary protection (2018: 14) and 17 received a negative decision (2018:
25). Some 77 asylum seekers (2018: 45) had their asylunestegejected (i.e. declared
inadmissible). In 130 cases (2018: 128) concerning 161 asylum seekers (2018: 178), the
procedure was discontinued because the applicant absconded.

With the current numbers of asylum seekers in Serbia, the Asylum Office hadesuffi
numbers of staff to process all asylum requests. Its capacity to handle cases and assess the
merits of applications continues to improve, including information regarding the country of
origin. Continuous standardised and sustainable training ofsiikeiA Office staff is needed.

Certain aspects of decisimnaking improved, such as recognising child specific claims,
claims based on sexual orientation and gehdsed persecution. The office tried to hire
translators for the envisaged translator pasgidt was unsuccessful due to limited offering

on the labour market. In the medium term, the Ministry of the Interior will need to change its
administrative procedures to enable outsourcing of the translation function.

There is a single biometric databassed by the police for identifying and registering asylum
seekers. An electronic database with personal information of asylum seekers and information
on the stage of the asylum proceedings is managed by the Asylum Office. Plans have been
made to improvehe interconnection of these databases in order to speed up the process of
verification of identities. Local police stations sometimes lack capacity to facilitate efficient
processing of applications. Preparations for connecting to the EU asylum fingdgtabase
(Eurodac) are in their initial phase.

Overall, access to and provision of information regarding the asylum procedure needs to be
improved at all stages. At Belgrade international airport access to information and legal
counselling for asylum skers needs to be improved. Transit procedures, as envisaged by the
law on asylum, are not yet being implemented; adequate premises for accommodation at the
airport are lacking. Training on the transit procedures was provided.

Following the declaration dhe state of emergency, a government decision was issued which
confirmed the validity of legal stays of foreigners and their identity cards as well as those of
asylum seekers for the duration of the state of emergency, while registration and taking of
biometric data was suspended.

A total of 2186 unaccompanied or separated children (UASC) were accommodated in
Serbian centres in 2019, an increase of around 25% compared with 2018, while the duration
of the stay declined. The majority 906) were accommodad in centres managed by the
Serbian Commissariat for Refugees and Migration while another 198 were accommodated in
the three social welfare institutions dedicated to hosting UASC under the responsibility of the
Ministry of Labour, Employment, Social andkeM er ans 6 Af f ai r s. Il n add
accommodated in two facilities managed by 4gomernmental organisations. At the same
time, the number UASC staying rough outside government facilities increased in 2019. The
accommodation capacity in governmeentres dedicated to hosting UASC within the social
welfare system is limited, and more suitable accommodation for UASC with individualised
care is needed.
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Programmes for social integration, access to accommodation, language learning and access to
the labair market for people granted asylum or subsidiary protection are in place. All
individuals who applied for assistance in 2019 received it. 26 received assistance for
accommodation, and 43 individuals attended Serbian language classes.

Integration bylaws &ve been adopted and the basic legal framework for integration exists.
However, major obstacles to integration remain. Implementing legislation in different sectors
needs to be harmonised with the law on Asylum and Temporary Protection to provide those
granted international protection with effective access to secanomic rights.

The law on asylum and temporary protection provides that people granted international
protection have the right to a travel document, but in practice no travel document has been
issued so farThe documents provided to people under international protection need to be

improved in order to facilitate access to their s@gonomic rights.

Serbia signed the Global Compact for Refugees as well as the Global Compact for Safe,
Orderly and Regulated MigrationThe Ministry of the Interior and the Commissariat for
Refugees and Migration cooperate with the European Asylum Support Office (EASO) on the
basis of comprehensive roadmaps. A first roadmap was implemented frorR@Dd,7a
second ae is being finalised. Serbia was granted observer status in the reception network
organised by EASO. A European migration liaison officer, responsible for the entire region,
operates from Belgrade.

Visa policy

The visa system is not fully aligned withetleU list of third countries whose nationals are
visa exempt or visa required. In 2019, Serbia further aligned with the EU positive list by
granting visa free access to holders of ordinary passports from Georgia, St Kitts and Nevis
and the Republic of PalaHowever, Serbia moved further away from alignment with the EU
negative list by granting visa free access to holders of ordinary passports from Armenia in
October 2019. The following countries are blocked from visa free entry to the Schengen area
while they enjoy visa freedom in Serbia: Armenia, Azerbaijan, Bahrain, Belarus, Bolivia,
Burundi, China, Cuba, Guinea Bissau, India, Indonesia, Jamaica, Kyrgyzstan, Kuwait,
Kazakhstan, Mongolia, Oman, Qatar, Russia, Suriname, Tunisia and Turkey.

The European Comms si onés third report u ncencludedh e v i
that Serbia continues to meet the visa liberalisation benchntéoksever,in order to ensure

a welkmanaged migration and security environment, Serbia needs to refrain from further
diverging from the EU common visa policy and take concrete steps to ensure full alignment

with the EU visa policy, in particular with regard to the main countries of origin of irregular
migration to the EU.

Serbiabs vVvisa i s s uienwgth theyEd visaroode. # hap eompletedthd y 1 |
interconnection of the integrated Serbian v
and consular missions and other relevant databases is complete and is operational in all 91
diplomatic/consular missi@n The number of visas issued at borders remained low throughout

2019 and were available only in exceptional humanitarian circumstances.

Serbia continued to implement the relevant measures to prevent the abuse of-tree visa
system it has with the EUnder the posvisaliberalisation process.

The number of the first time asylum applications in the EU and Schengen asociated
countries from the country was0460, which was a continuous decrease in comparison to
the previous years @75 in 2018, 800 in2017).

2 COM(2020) 325 final
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No progress was observed regarding improvement of the system dealing with the
successful reintegration of returnees, especially the most vulnerable such as the Roma
representing a large number of returnees. Better communication and coordinaéeded
between the relevant governments, between governments and local authorities and with
international organisations and NGOs active in the reintegration of returnees.

Schengen and external borders
Institutional setup and legal alignment

The Bordemolice is a specialised civilian body and is part of the General Police Directorate
within the Ministry of the Interior. Thanks to internal restructuring a new division for
integrated border management was established in the department for border chedkasas

a department for combatting irregular migration and a department for reception and
accommodation of foreigners within the service for foreigners.

Issues related to the state borders are regulated in the law on border control. In 2019, the
Ministry of the Interior adopted instructions on record keeping within the scope of the Border
Police. A document on standardisation and management of border crossing points as well as
staffing needs was prepared but still needs to be adopted.

Several agreemé&nwere signed between Serbia and Montenegro regulating the opening of
border crossings and the conduct of border traffic. The agreements with Montenegro include
arrangements to close 29 routes between Serbia and Montenegro. Preparations for similar
agreenents with Bosnia and Herzegovina are ongoing.

The agreement on cooperation in the field of integrated border management and the protocol
on the exchange of data and information between the services involved in integrated border
management (IBM) were signed

In preparation of the Schengen action plan, relevant assessments and gap analyses were
carried out.

Serbia still needs to create a single coordination centre for exchanging police information and
start preparations for setting up a SIRENE (supplemgimésrmation request at the national
entries) office.

Implementation and enforcement capacity

Serbia has made further progress in implementing its IBM strategy and its related action plan.
The government provided funding for additional 187 border paliaff. A separate budget

line for funding of the implementation of the IBM strategy was introduced in the budget law.
Amendments to the law on foreigners and the law on employment of foreigners were adopted
which facilitate issuing work permits for foreigrationals holding a longtay visa on the

basis of employment. The amendments will also allow speeding up the procedures for
obtaining a temporary residence permit. Regulations on entry ban and control of foreigners
moving through Serbia and on closer diions for refusing a foreigner to enter Serbia were
adopted as well as on issuing ID cards to foreigners.

Joint controls were intr oducTauhnoee atthdlmrdédo or d et
with North Macedonia. Equipment and infrastructureatbr crossing points was improved

in Bajmok, Gostun, Kotroman, Sot, Nakovo and Morava Airport. Video surveillance was
improved at some at border crossing points and trafbaitoring cameras were installed,

which provide citizens with real time informaiti on the situation at border crossings.

An electronic information exchange platform to be used by all IBM agencies is being set up.
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The status agreement with the EU for the deployment of the European Border and Coast
Guard (Frontex) teams with executivewers was signed in November 2019. The EU
finalised its ratification procedures. Once Serbia has finalised its procedures, the agreement
will enter into force. Joint preparations for the operationalisation of this agreement are
ongoing. International bordecooperation was further strengthened and joint patrols are
operating along the borders with Montenegro, Bulgaria, North Macedonia, Hungary, Bosnia
and Herzegovina and Romania. The start of joint patrols with Croatia is still pending. There is
regular coperation and information exchange in joint contact centres. Serbipatstpates

in the Western Balkans risk analysis network led by Frontex.

Shortly following the declaration of the state of emergency, all border crossings were closed
for internation& road, railway or waterway traffic (including border crossing at airports).
Authorisation could be granted on an exceptional basis for humanitarian and national interest
reasons.

Interim IBM common crossing points with Kosovo continue to be operatiohakeTwas no
progress in establishing the six permanent IBM common crossing points between Serbia and
Kosovo as stipulated in the IBM agreement in the context of thdaEilitated Belgrade
Pristina Dialogue(see under Normalisation of relations betweenbterand Kosovo).
Additional measures need to be taken to prevent irregular crossings and criminal activities,
including corruption.

Judicial cooperation in civil, commercial and criminal matters

A cooperation agreement between Eurojust and Serbia entgiedorce in December

2019. The agreement is a positive step towards more efficient cooperation in the fight against
organised crime through sharing of information including personal data between Serbia and
Eurojust. Also, following the agreement, a Sarbliaison prosecutor took office on 10

March. Regular cooperation with Eurojust continued through contact points in the Ministry of
Justice and the Republic Public Prosecutord
investigation teams with EurojusSerbia is the most requested country in the region, and the
fifth most requested third state in Euroju:
(compared with 34 in 2018 and 28 in 2017).

In 2019, an analysis for IT and statistical gaps and nedtig iarea of judicial cooperation in

civil and criminal matters was finalised while the review of the administrative, budgetary and
training has yet to be completed. Serbia started to work on aligning wiicgueson judicial
cooperation while tangiblprogress has yet to be made. Serbia is in the process of becoming a
party to the 2007 Hague Convention on Child Support.

Judicial cooperation takes place mainly with EU Member States and within the region. During
the second half of 2019, Serbia ha@28 new incoming requests for judicial cooperation
(both civil and criminal) and sent out a total 0633 requests. By comparison, during the

first half of 2019, Serbia had a total 0624 new incoming requests, and sent a total @371
requests. In thease of the former President of the State Union of Serbia and Montenegro who
was convicted in Montenegro for higével corruption and is currently staying in Serbia,
Montenegro sent an official request to Serbia for his extradition in April 2019. Sesbreoha

yet formally responded to this request. It needs to be ensured that the judgment is being
enforced.

According to the Serbian authorities, Serbia handl®&Y® incoming judicial cooperation
requests (both civil and criminal) and’®6 outgoing requesiduring the second half of 2019,
compared with ®77 incoming requests during the first half of 2019 arkD4 outgoing

requests. Among those that Serbia dealt with, it replied positivelypiat 2ncoming requests
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and received positive response 0B0# outgoing requests and refused 456 incoming requests
and received negative response for 492 outgoing requests. At the end of December 2019, the
pending cases (both incoming and outgoing requests) remained4at (Compared with

7 168 at the end of June Z)1 Serbia continued its regular workflow.

3. FUNDAMENTALS FIRST . ECONOMIC DEVELOPMENT AND COMPETITIVENESS
Table : 2011-16 2017 2018 2019
Serbia - Key economic figures average
GDP per capita (% of EU-28 in PPé) 39.2 38.0 39.0 41.0
Real GDP growth 1.3 2.0 4.3 4.3
Economic activity rate of the population aged 15-64%), totat! 64.7 66.7 67.8  68.1
female 56.4” 596 606 613
male 72.1Y 738 751  75.0
Unemployment rate (%), total! 20.9 14.1 13.3 10.9
female 21.9 14.8 14.2 115
male 20.0 13.5 12.5 104
Employment (annual growth %) 2.2 2.8 1.4 2.4
Nominal wages(annual growth %) 5.1 4.0 4.3 10.5
Consumer price index(annual growth %) 5.2 3.1 2.0 1.8
Exchange rate against EUR 1149 1214 1183 1179
Current account balance(% of GDP) -6.5 -5.2 -4.8 -6.9
Net foreign direct investment, FDI(% of GDP) 4.8 6.2 7.4 7.8
General government balancg% of GDP) -4.5 1.1 1.5 -0.2
General government debt(% of GDP) 60.6 57.9 53.7 52.0
Notes

1) Eurostat
2) 2014-2016

Source: national sources

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

Economic governance has become even more central in the enlargement process in recent
year s. The Commi ssionds monit ofEconomic Refarkne s p |
Programme exercise and the below assessment of compliance with the economic criteria for
accession. Each enlargement country prepares an Economic Reform Programme (ERP)
annually, setting out a mediutarm macrefiscal policy framework and atructural reform

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

3.1. The exisence of a functioning market economy

Serbia has mad®me progressand ismoderately prepared/at a good level of preparatior
in developing a functioning market economy. Prior to the COVexrisis, the pace of GDP
growth picked up as domestic demand, udahg investment, strengthened further. External
imbalances widened but their financing remained healthy thanks to HieigbréFDI inflows.
Price pressures remained subdued and inflation expectations contained. Serbia's success in
reducing the budgetary figit and maintaining a prudent fiscal stance significantly improved

debt sustainability, and created policy space for a sizeable fiscal stimulus to mitigate the
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economic impact of the crisis. Banking sector stability was preserved and lending growth was
robust. Labour market performance further improved, with the lowest unemployment rates in
the last decade, also due to lasgale emigration. The COVHD9 crisis is projected tp
strongly deteriorate the economic outlook in 2020, in particular as regarés g&ivth,
public finances and employment.

There has been some progress in the reforms of the tax administration and in the privatisation
of stateowned banks. However, other major structural reforms of public administration and

stateowned enterprises (SGE continued to advance slowly, prolonging lesignding
inefficiencies. There has been no progress in strengthening the fiscal rules to anchor fiscal
policy. The state retains a strong footprint in the economy and the private sector is
underdeveloped angampered 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:

- mitigate crisisinduced economic faHouts via automatic stabilisers and appropriate
discretionary fiscal measures while making the budget composition more ¢rmmitily;

- strengthen fiscal rules by making them more credible and binding and capable of
anchoring fiscal policy;

- take steps to advance the reform of public administration, including the public sectof wage
system;

- increase the transparency on satened enter pri sesd fi s|ical
governance including via further restructuring;

- increase funding and theplementation of active labour market measures adjusted to the
needs of the unemployed.

Economic governance

The authorities have remained committed to macroeconomic stability and economic
reforms, even though some structural reforms have stalle&ince July 2018, Serbia has a

new nondisbursing policy coordination instrument in place with the International Monetary
Fund that runs until January 2021. The policy guidance jointly agreed at the May 2019
Economic and Financial Dialogue between the Bd the Western Balkans and Turkey has
been partially implemented. The macroeconomic policy mix has been appropriate, and
macroeconomic and fiscal indicators improved until the outbreak of the CQ¥IErxisis.
However, the record on implementing structuefbrms remains mixed. The efficiency and
predictability of the institutional environment has yet to be ensured and does not sufficiently
support longterm growth. Weaknesses remain in the fiscal governance framework, the
business environment, public admsination and tax administration, although some progress
has been made in the latter area. There also remain weaknesses in the way the state intervenes
and manages its presence in the economy, in particular as regards delayed reforms of state
owned enterpses (SOES). In response to the COMID outbreak, both the government and

the central bank reacted swiftly by taking a series of significant fiscal and monetary measures
to mitigate the economic effects of the pandemic.

Macroeconomic Stab“ity Graph : Serbia- Real GDP growth and
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2018 and retained a solid pace in 2019 (4.3%) and in the first quarter of 2020 (5%). In 2019,
robust domestic demand was the mgiawth driver. Private consumption further increased

its contribution to GDP growth, sustained by rising employment and real incomes. Investment
activity was also very strong, benefiting from increased capital spending by the government
and a stream of fergn direct investments, including some large infrastructure projects, in
particular the TurkStream gas pipeline. Rising domestic demand led to strong growth in
imports, resulting in a negative contribution of net exports to growth for a third consecutive
year. Despite the pace of growth picking up in recent years, the income gap with the EU has
remained broadly unchanged over the last decade. Per capita GDP in purchasing power terms
was 41% of the EU average in 2019 (compared to 40% in 2018 and 39% )n RO@result

of the COVID-19 pandemic, GDP is expected to contract significantly in 2020. In addition to
the internal impact of panderielated restrictions on private consumption and investment,
the Serbian economy, due to its relatively high tradeogss, is also expected to be strongly

hit by the COVID19 crisisinduced contraction of external demand, particularly from its
main trading partners in the EU.

While external imbalances continued to widen, their financing remains healthyDriven

by a graving trade deficit in goods, the current account deficit has broadly doubled as a

percentage of GDP since 2016, reaching
Graph : Serbia- Current account selected close to 7% in 2019 after hitting around

o % of GDP components and FDI 5% of GDP in 2017 and 2018. The

6 - growing  economy  resulted in
3 m doubledigit growth in imports of
0 - goods; however, this mostly concerned

Z i —-——'\____\ intermediate goods, reflecting

expanding investment and exports.
12 4 Export performance remained robust in
2015 2016 2017 2018 2019 2019. Manufacturing exports, which

s Workers' Remittances balance Goods and services trade balanc Constitute the bUlk Of a" foreign SaleS,

T Currentaccountbalance T Net FDI continued to expand, while exports of
agricultural products also rebounded.
The current account deficit was fully covered by redugh net inflows of foreign direct
investment in a range of economic sectors. Official foreign exchange reserves have been
steadily increasing to around twice tegel of shoriterm external debt, and covered around 6
months of imports of goods and services, providing an adequate safeguard against adverse
shocks.

Source: IMF and National Bank of Ser|

Price pressures remain subdued and inflation expectations containe@espite robust
economic growth athstrong wage increases, inflation remained low in 2019, hovering in the

| ower half of the cent r-a3 perbeatagk gomts, rathér elosata c e
the lower limit towards the end of the year. Price stability was supported by a ooistinu

strong dinar exchange rate. After a seasonal peak in spring 2019, a decelerating increase in
food prices and decreasing energy prices helped to moderate inflation in the third quarter,
before picking up again in the fourth quarter. Low and stable icdlation, which hovered
around 1.3% for most of 2019, also attested to the absence of inflationary pressures. Monetary
policy has cautiously supported economic activity: the key policy rate of the central bank was
cut by 25 basis points three times @121 in July, August and Novembérto 2.25%. The

central bank continued its frequent interventions on the foreign exchange market, buying a net
EUR 2.7 billion in 2019. In response to the COVID crisis, the central bank has cut its key
policy rate by50 basis points in March 2020, 25 basis points in April and another 25 basis
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points in June 2020, bringing the rate to a record low level of 1.25%. It has also taken a series
of additional measures to provide dinar and forex liquidity to the market.

After a major fiscal adjustment implemented in previous years, the fiscal stance has
become broadly neutral.After 2 years of surpluses in 2017 and 2018, both the 2019 budget
(as revised by an amending budget in October 2019) and the initial 2020 budgetdaopte
G e 28 November2019) targeted small
raph :Serbia- Fiscal developments .. .
10 - o4 ofGDP - 8o deficits of 0.5% of GDP. In reaction to

the COVID-19 pandemic, an amending

° /\ "% budget was adopted in April 2020,
o 1 1 u 1 n 1 n g e projecting a 2020 deficit of 6.9% of
] . GDP. Good revenue performance has
5 ~20 created room to unwind previous
pensio cuts, implement large public

-10 - -0 . . .
2014 2015 2016 2017 2018 2019 wage Increases In 2 consecutive years,
= Primary balance (hs) s Interest (Ihs) increase capital spending and reduce,
GG balance (lhs) ——Public Debt (rhs)

Source: Nationalsources  @lb€it only marginally, labour taxation.

The public wage increases were,
however, expected to significantly exceed nominal GDP growth even bdfererisis,
contrary to earlier government commitments. Due to the use of fiscal space mostly for current
spending, the expenditure composition remained inadequate: the proportion of capital
expenditure remains low compared to public infrastructure needsparticular in
environmental infrastructure. Overall, however, the track record of prudent fiscal policy has
played a major role in increasing investor and consumer confidence in the economy,
supporting economic growth, and significantly reducing govemnuebt. Due to the
COVID-19 crisis, the fiscal position will profoundly deteriorate in 2020. In March, the
Government adopted a sizeable package of fiscal measures of around 6% of GDP of direct
budgetary impact and another 5% in liquieiyhancing meases. The package will have an
impact on both the revenue (deferred collection of personal income tax, social contributions,
corporate income tax) and expenditure side (increased salaries in the health segifir, one
payment to pensioners, direct paymensalaries in micro and SMEs, oo# payment to all

adult citizens). As a result the general government deficit is expected to increase strongly to
around 7% of GDP in 2020. Government debt fell from a peak of over 70% of GDP in 2015
to around 52% of GDMi2019, bringing it closer to the ceiling of 45% of GDP laid down in

the fiscal rules of the budget system law. As a result of the expected higher deficit and lower
GDP induced by the COVHQ9 crisis, debt is projected to increase to around 60% of GDP in
2020.

Public sector reforms have progressed unevenly, prolonging lorgjanding inefficiencies

and fiscal governance challengedkevenue collection has surpassed expectations over the
last 2 years, supported also by steps to improve tax administration,rticulpa by
strengthening the Large Taxpayer Office (for the biggest taxpayers) and concentrating core
activities in fewer sites. Progress in addressing weaknesses in budget planning and
implementation has been slow. While the framework to control gergraérnment
employment based on the law on the maximum number of public sector employees expired at
the end of 2019, continuing with the hiring freeze mechanism undermines the quality of
public service. The wage system reform has been postponed by arestheBybstantial pay

rises across all categories of public sector employees above the growth rate of nominal GDP
have reduced the fiscal space for future implementation of the reform. Ad hoc increases in
some parts of the public sector also tend to underntihe viability of implementing the
reform in the future. A decree on capital investment management was adopted in July 2019 to
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establish a single mechanism for national investment prioritisation and planning as of January
2020; however, it introduces arge number of exemptions from the application of the rules,
most notably the projects of Ospeci al Il mpor
forward based on a government decision. The method for deciding which projects may fall
within this caegory is not defined in the decree. Projects financed through farblate
partnerships or concessions are also exempted from the full application of the decree. The
system needs to be applied consistently to all projects regardless of the type aienvest

the source of financing, including governmémsigovernment projects that have been a
recurring concern in terms of transparency, cost efficiency and conformity with EU standards.
However, preparation of the corresponding detailed rulebook angskEémnss may lead to
delays in effective implementation.

While compliance with budgetary legislative procedures has improved, fiscal rules
remained weak and were only partially complied with.The budget for 2020 was adopted
broadly in line with the normalebislatory procedure, including a series of parliamentary
debates on the draft budget. The Fiscal Council was also consulted in the process. After
several years of necompliance with this legal obligation, final annual budget reports for
20022018 have ben presented to Serbian Parliament. According to the reports, significant
amounts of revenue and expenditure of the order of magnitude of 1% of GDP annually had
not been covered by previous regular reporting, and amounts of around 2% of GDP were
spent diferently from what had been planned in the budget. The system of fiscal rules
remains weak as it is not sufficiently binding and relevant for paheking. Work on
strengthening them has stalled, although it remains a statedesimogovernment priority.

The macroeconomic policy mix has remained appropriate.It helped sustain
macroeconomic stability and supported the resilience of economic activity. The prudent fiscal
policy and cautiously supportive monetary policy helped contain the growing exteksal ris

despite still widening external imbalances, and sustained growth of private and public
consumption and investment. As in previous years, the acceleration of economic reforms and
their full i mpl ementati on r e ma ismpotdntealyandttao f ur t
supporting real convergence with the EU. In the context of the C&WIrisis, the
macroeconomic policy mix has had to adapt to the new circumstances with prompt reaction

on both fiscal and monetary side.

Functioning of product markets

Business environment

The business environment has been slowly improving despite a general slowdown in the
reform momentum. Over the last few years, Serbia has improved its standing in various
international business rankings mostly due to regulatory imprewes, for example in
issuing construction permits, registering property, making it easier to pay tax, and better
protecting minority investments. In 2019, 36,000 new legal entities were registered. While the
overall number of new registrations remainecyddy unchanged, there were 3.8% more
registrations for companies but 1.2% fewer for entrepreneurs compared with 2018. Almost
51,000 companies were deleted from the register (almost double that in 2018) due to the
compulsory liquidation of companies thailéd to fulfil their financial reporting obligations
within a certain timeframelhe law on charges, adopted in December 2018, aimed to reduce
complexity and uncertainty by consolidating all parafiscal charges and removing or merging
some of them. Howevgethe problem has not been addressed enough as some charges have
been reintroduced at a later stage. The law on foreign exchange transactions is widely
considered by the business community to be too restrictive in its design and unpredictable in
its appliation.
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The institutional and regulatory environment remains weak.While the number of urgent
parliamentary procedures decreased, busiredated laws and blaws/decrees are still
adopted with very tight consultation deadlines, leaving insufficient fionebusiness to
contribute to policy preparation and to prepare for changes affecting their operations. While
important steps have been taken in introducingdépliant legislation, particularly in the
fields of public procurement, state aid rules andatiax, implementation of these policies
remains weak. Delays in adopting secondary legislation continue to hamper the
implementation of adopted laws. In general, contract enforcement is weak, and the courts that
enforce property rights remain overburdenktbreover, the business environment remains
hampered by red tape, political interference and limited public administration efficiency. Fair
competition is negatively affected by the large informal economy.

Some measures were taken to fight the informadconomy The authorities have established

a working group chaired by the labour inspectorate to combat informal employment. Another
tool is a single information system for inspections (elnspector), which aims to ensure better
coordination among various jsctions, standardisation of their work, and better availability

of data. 36 inspection services started using the tool in July 2019, with the remaining services
expected to be included in the system by the end of the year. After the Financial Action Task
Force on Money Laundering had put Serbia on the list of jurisdictions with strategic
deficiencies in early 2018, the authorities addressed the identified technical shortcomings,
which resulted in Serbia being taken off the list in June 2019. Further iBrpeous in anti
money laundering/combating the financing of terrorism are ongoing. Serbia ranked 91 out of
180 countries in the 2019 corruption perception index compiled by Transparency
International, compared to 87 in 2018.

State influence on product matke

State ownership has continued to gradually decline, but state presence remains large
amid persistent governance weaknesse$he financial performance of SOEs improved,
helped also by the cyclical economic upswing. However, governance of these ersterprise
remains under strong political influence. This includes the irregular appointment of acting
managers for extended periods instead of using the standard nomination process. Overall,
SOEs still account for almost a fifth of value added and formal emplaymederbia. The
government published a comprehensive list of SOEs in October 2019. While the state
continues to withdraw from direct involvement in the economy in general, its presence is still
strong. The share of administered prices remained broadhanged, at around 20% of the
consumer basket. The new law on state aid control entered into forcéaondry2020. The

law has increased the operational independence of the Commission for State Aid Control,
with a separate budget and autonomous spendatgvill allow it to considerably increase its
administrative capacities and improve operations. Although the overall GDP share of state aid
has decreased, positive steps that have been taken towards enforcing the state aid rules need to
be reaffirmed wit a stronger law implementation track record in the coming period.

Privatisation and restructuring

Privatisation of SOEs advanced, while restructuring progressed slowlsince 2015, when

the privatisation law was adopted, more than 310 SOEs, mostly wegmptoyees or only a

small number, have been put into bankruptcy procedure, increasing the total number of
companies under bankruptcy procedure to 2,000. A smaller number of companies have been
privatised, and ne&U investors acquired some of the largi@shs in mining, metallurgy,

and agriculture. The status of around 70 SOEs employing some 30,000 workers has yet to be
addressed with either bankruptcy or privatisation.
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Restructuring of key utility companies is still incomplete.The financial performancef

these companies, particularly in the energy sector, has improved in recent years, but their
restructuring has advanced rather slowly. The siateed power utility Elektroprivreda
Srbije still has to fully address its corporate governance issues. Winjeverdue, a change

in the legal status to a joint stock company is envisaged in 2020. The company also needs to
reconsider the practice of giving priority to investments in coal and instead rather invest in
environmental protection ansecuring new mduction capacitie$rom renewable sources,
taking into account the transition from cakiminated production.The financial
consolidation of Srbijagas remains a key aspect of its reorganisation plan. Government
support for servicing Srbijagas debt is estop by the end of 2020. Serbia did not unbundle
Srbijagas and provide natfiscriminatory thirdparty access to its transmission systartine

with the Third Energy Package. Finally, awareness regarding state aid rules still remains low
among the aigranting authorities, thus advocacy activities should be continued and
intensified in 2020.

Functioning of the financial market

Financial stability

Il n 2019, the financi al sector 6s p &uppodedmanc e
by rising economic activity, the profitability of commercial banks remained high. Other
indicators also point to strong performance in the banking system. Capital adequacy was well
above the minimum set by the central bank. Liquidity, althowgghiring, remained high. The
profitability of the banking system remained broadly stable, recording only a slight decline in
return on assets (1.8% at the end of 2019 vs 2.2% at the end of 2018) and in return on equity
(9.8% at the end of 2019 compared 1th.3% at the end of 2018). Completion of the
implementation of the resolution strategy for ya@rforming loans (NPLs) in 2012018 and

the start of implementation of the 202820 NPL resolution programme, focusing on limiting

the rise of new NPLs, resell in a further reduction of NPLs to 4.1% of total gross loans by
February 2020. The authorities have started addressing the legacy NPLs in the portfolio of the
Deposit Insurance Agency. The government and the agency successfully completed the sale
of thefirst portfolio of NPLs worth EUR 242 million at face value in June 2019. Preparation
for the sale of the second portfolioworth around EUR 1.9 billiori is under way. The
central bank and the government continued to implement their dinarisation s{igidgied

in December 2018) in order to address the persistently high degree of euroisation in the
banking system. The implementation of the strategy for banks with state ownership continued.
The privatisation of Komercijalna Banka (the third largest bapkassets and the largest
remaining stat®wned bank) was completed by signing an agreement on sale in February
2020 while the closure of the transaction is expected in the course of thisTlgeastate
remains in control of key entities in the insuraseetor.

Access to finance

Access to finance improved.Foreigrowned banks continued to dominate the financial
system, holding around three quarters of banking system assets. Favourable financing
conditions and higher economic activity have supported granvtending. Credit expanded

by double digits for both corporates and households (the latter slowed dowr3)n Q
excluding the effects from exchange rate changes, NPL sales anébfigit®espite brisk

credit activity, the central bank estimated that diverall credito-GDP ratio is still below its
long-term trend and, therefore, has kept the countercyclical capital buffer unchanged at 0%.
However, the central bank introduced new measures, including a gradual shortening of the
repayment period, to cudrowing risks from excessive loan growth in some segments, such
as cash loans for households with long maturities. As a reaction to the €@\fiBndemic,
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the central bank introduced in spring 2020 a moratorium on loan repayments and secured
additional Iguidity for banks through additional EUR/RSD swap auctions and purchases of
government securities. Ndyanking financial institutions continue to be largely absent, the
legal framework for the leasing sector has still not been reformed, and there wagmspr

in establishing the legal framework for microfinance institutions. The ad hoc and urgent
adoption of a special law on converting mortgages denominated in Swiss francs into euro,
which was adopted in April 2019, came at a significant cost that veasdsbetween banks

and the state budget.

Functioning of the labour market

The labour market has seen considerable improvements in recent years, but structural
problems, demographic and migration challenges remainStrong economic growth was
reflected in &bour market indicators, which have reached record levels since the start of the
(revised) labour force survey in 2014. Activity rates and employment rates increased, while
the unemployment rate (44) fell to 10.9 in the yearly average of 2019. Ldegn (6.1%)

as well as female (11.5%) and youth unemployment (27.5%) continued their downward trend.
The corresponding activity rate (15
64) increased to 68.1% in 2019. Tt Graph :Serbia- Labour market trends
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labour sipply. A steady populatio
decline of 0.5% every year, along with laigmale emigration across the occupational
spectrum remains a key mediurto longterm challenge for economic development. In
addition, persistent skills mismatches and large regiorspladties have continued to be a
major labour market issue. In February 2020, the government adopted-2a@&R2trategy
on economic migrations aiming to prevent further emigration and encourage professions from
the diaspora to return to the country. Tgovernment package aimed at mitigating effects of
the COVID-19 crisisi with incentives given only to companies that do not reduce their
workforce by more than 10% of staffmay contribute to limit the increase in the number of
unemployed in the immediaggtermath of the pandemic outbreak.

Real wages have increased.he revival of economic activity and tighter labour conditions
pushed up real wages in 2019. The authorities have continued to reduce the overall tax wedge
by abolishing the pension contribori paid by employers (0.5% of gross salary) as of January
2020. However, the tax wedge is still disproportionally high for people with low salaries and

is therefore an impediment for the formalisation of labour. In line with expectations for the
overall ircrease of wages, the government increased the minimum hourly wage by 11.1% in
2020. Around 1 in 6 registered employees are paid the minimum wage.

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

Serbia has madsome praress 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 progress, the
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and relevancef education and training does not fully meet labour market needs. Inves
has continued to increase but, after years of underinvestment, remains insufficient to
serious infrastructure gaps. Although the cost of borrowing for small and medied
enterprises (SMEs) has declined recently, they still face a number of challenges, incl
volatile business environment and unfair competition.

In order to improve competitiveness and ldagn growth, Serbia should in particular:
- further tailor €lucation and training to labour market needs;

- use the single mechanism for prioritising and monitoring all public investment regg
of the source of financing and apply EU standards to all projects including those bg
intergovernmental agreements;

- substantially increase investments into energy efficiency and modernising ¢
infrastructure duly supported by casivering tarification; complete unbundling Srbijag
and provide thireparty access to gas infrastructure.

Education and innovation

Degite some progress, skills mismatches in Serbia remain higliRublic spending on
education stood at around 3.1% of GDP in 2018, below the EU average of around 5%. The
scores achieved by Serbian students in the 2018 Pisa international student assessment were
bel ow the OECD average in al/l areas, whi |l e
Pisa results in 2012. Rpimary school enrolment remains around 60%, while the
compulsory sixmonth preschool programme is almost universal. Enrolment rates rewhain

high in general in primary and lower secondary education, at some 95%, and at around 90%
in upper secondary level. The gross enrolment ratio in tertiary education also increased in
recent years to nearly two thirds while attainment increased to 32.8018 However,

empl oyers and recent graduates signal t hat
students with key transversal skills, such as proldeming and decisiomaking. The
authorities are gradually updating pmiversity curriculato make them more relevant to

labour market needs. In this regard, the establishment of the Agency for Qualifications and
Sector Skills Councils in 2018 was a positive stride towards reducing the mismatch between
the skills required in the labour marketdathe education outcomes. Systematic teacher
training to support the iIi mplementation of ne
competencies has been lacking. Vocational education and training (VET) qualifications
remain outdated. Efforts to imiluce a national workased VET model still lack a solid
monitoring and feedback mechanism. The institutional framework to implement the national
gualifications framework for classifying national qualification standards needs to be
strengthened, includinfyinctional and effective social partnerships. This framework is part of

a progressive reform of the education system at all levels, includinfprmoal and informal

learning. Serbia improved slightly in the Human Development Index, moving up two places

in the ranking in 2018.

R&D spending remains low at around 0.9% of GDP.Government funding is stable at
around 0.4% of GDP, providing close to half of total R&D financing in 2018. The number of
scientific research organisations was broadly unchanged. Tpoumnovation, Serbia
established an innovation fund and introduced specialised instrudnectdiaborative grants

for joint businessacademia projects to promote and support collaboration and innovation
vouchers. 4 years after a science and technolagywwas established in Belgrade, 3 more are
being built in other cities. A smart specialisation strategy was adopted by Serbia in February
2020. The country is now working on the Action Plan to this strategy to prepare for the
implementation process.
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Phystal capital and quality of infrastructure

Investment is increasing, but after years of underinvestment its level remains
insufficient to effectively address infrastructure gaps.The rise in both public and private
investment observed in recent years hasticaed. The economy is attracting significant
foreign direct investment, well above the re
years. However, the share of total investment in the economy still stands at or only slightly
above 20% of GDP, kile physical infrastructure needs further upgrading and expansion.
Despite the increase in public investments, particularly in roads and railways, which also
contributes to connectivity with neighbouring countries, their level still does not correspond to
the needs of the economy. The fiscal space available from favourable revenue developments
has mostly been used for increased current spending rather than for higher capital spending in
physical infrastructure.

The institutional framework supporting new investment is weak. The d6user pa:
principle is not sufficiently applied when it comes to maintaining existing infrastructure and
implementing new infrastructure investment plaf$hough a new legislative framework for

public investment management wast g place in July 2019, issues of nansparency,
assessment and prioritisation of investment still need to be addressed properly. A preliminary
assessment shows that the new arrangement allows too many exceptions to the rule, as
demonstrated also by thaw on special proceedures for linear infrastructure projects adopted

in February 2020 that all ows | inear i nfrast
Republic of Serbiad to be exempted from publ
are rot always fully complied with, nor are they always fully compatible with EU standards,
particularly when it comes to big infrastructure projects financed by loans provided by third
countires and as a result of these agreements, directly assigned to esnfpami these

countries, without complying with the requirements of transparency, equal treatment or non
discrimination. It currently appears highly unlikely that the new legal arrangement will duly
address the gap in transparency and sound public fihnanareagement.

The energy sector remains largely inefficient and highly polluting. Ser bi aé s
competitiveness continues to be negatively impacted by an inefficient and-pahigng

energy sector that also lacks proper regulation. The energy infrastrisctargely outdated,

and the energy supply is mostly based on hegooliuting lignite. Low electricity tariffs and
inadequate financial management do not allow for the necessary investment in infrastructure,
and were only increased slightly in 2019. $fl@nergy companies are staigned and have

still not been reformed.

Digitalisation continues to top the list of government priorities Sublegal acts related to

the egovernment law still need to be completed to ensure its full implementation. The
straegic framework forqyover nment al so stil |l needs to be
objective in this area is to improve the quality of public services by ensuring interoperability,
efficient coordination, project management and legal certainty egevesnment use and the

use of open data. An upgradedi@ernment national portal is set to be rolled out in 2020,
serving as a onstop shop for @overnment services and as a central point of access for
business and citizens alike. Some progress has wlieeeh made on public access to
institutional data thanks to the National Open Data portal (making data available from 22
public institutions so far). The robust growth of the information and communication sector
continued, accounting for a 5% share of deenomy and a 5% share of total exports, with
exports for 2018 valued at EUR 1.1 billion. Statistics on the use of computers, broadband
penetration and-eommerce further improved in 2019.
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Sectoral and enterprise structure

Construction and some servicehave increased their weight in the economyServices
dominate the economy, providing more than 60% of total value added. Sectors like
transportation, retail trade, and information and communicétitwe last increasingly geared
towards exports benefitedfrom the revival of domestic economic activity and the steady
expansion of foreign sales to increase their economic weight. Reflecting the new investment
cycle, the construction sector, which had a share of only 3% in 2013, has gradually recovered,
with its output rising to 4.5% of GDP in 2018. It is now one of the main sectors driving
economic growth. The agricultural sector rebounded strongly in 2018 after the impact of the
drought in 2017, while its economic weight has been on a downward trend ovasttfew

years in line with the growing shares of manufacturing and services. The weight of industry
declined slightly in part due to a drop in the energy sector. Changes in the structure of
employment reflected these trends: the share of agriculturabgment has fallen steadily

from nearly 20% in 2014 to around 15% in 2018, while there have been increases in the share
of employment in the industry and service sectors.

Small and mediumsized enterprises (SMEs) are the backbone of the economihey
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 services, retail,
and real estate. The authorities are implementing several programmes tot ssigior
development, focusing on boosting innovation, finance, and internationalisation. SMEs
receive up to 70% of new corporate loans. Their cost of borrowing has declined recently, but
is still above that of large companies. SMEs however still face a nuaofbehallenges,
including a volatile business environment and lack of-pank financing. SMEs have been
particularly affected by the COVHR9 outbreaki the March assistance package is
particularly aimed at supporting them through deferral of tax andalsoontributions
payment, but also payment of minimum salaries to their employees, and access to loans for
liquidity.

Economic integration with the EU and price competitiveness

Economic integration with the EU remained higll he E U r e mabiggest tragiegr b i a 0 ¢
and investment partner, accounting for almost two thirds of its total trade and more than half

of net foreign direct investment inflows in 2019. Total bilateral trade between the EU and
Serbia grew by 4.8% between 2018 and 2019 to a tb&UR 26.5 billion. Over the last 10

year s, bil ater al trade has grown by an i mpr
trading partner accounting for 63% of total trade (68% of total exports and 59% of total
imports of goods). Thanks to a greatetinease i n Serbiads exports
from the EU in 2019, trade is almost in balance, with the EU showing only a slight surplus of
EUR 116 million. After the EU, Serbiabds mai
China (6%) and Bosa and Herzegovina (5%). Trade with the signatories of the Central
European Free Trade Agreement represented 16.1% of total exports and 3.8% of total imports

in 2019. The introduction of a 100% tariff by Kosovo in late 2018 on imports from Serbia and
Bosne and Herzegovina continued to affect Ser
around EUR 400 million , representing around 1% of GDP per year. These tariffs were lifted

by Kosovo as of 1 April 2020 and further ntawiff obstacles for imports frorBerbia were

lifted in early June. There are still significant bottlenecks at border crossing points with
neighbouring EU countries; these hamper further trade with the EU and transport facilitation

with the EU.
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In 2019, trade opennesscontinued to riseexceeding EUR 40 billion or 112% of GDP, up
from 92% of GDP in 2014. Both the dinar nominal and the real effective exchange rates
remained broadly stable in 2019.

4, GOOD NEIGHBOURLY RELA TIONS AND REGIONAL C OOPERATION

Good neighbourly relations and regonal cooperationf or m an essenti al p a
European integration process and contribute to stability, reconciliation and a climate
conducive to addressing open bilateral issues and the legacies of the past. Serbia maintained

its engagement in a ndoar of regional cooperation initiatives, such as the Central European

Free Trade Agreement (CEFTA), Energy Community, Transport Community, the-Easith

European Cooperation Process (SEECP) and the Regional Cooperation €dhacieat of

the TransporCommunity Treaty was inaugurated in Belgrade in September 2019. The new
youth representative of Serbia to the Governing Board of Regional Youth Cooperation Office
(RYCO) was elected in September 2019. Serbia donated 420 000 EUR to RYCO on top of its
regula yearly contribution.

During the COVID19 crisis, inclusive regional cooperation has proven to be essential. The
establishment of green lanes within the region has proven the capacity of the region to address
common challenges swiftly and efficiently. lasive regional organisatioris the Regional
Cooperation Council, the Transport Community Treaty, and the CEFTWave been
instrumental in responding to the COVII crisis. These achievements need to be turned
into sustainable improvements.

Serbia demostrated its commitments to provide a renewed impetus to regional cooperation
and enhanced regional ownership at the summits in Novi Sad, Ohrid and Tirana. It is
important that regional initiatives include all partners in the Western Balkans and arerbased o
EU rules, building on commitments previously taken in the framework of CEFTA, the
Regional Economic Area (REA) or the Transport Community Treaty. Many commitments
and decisions have already been taken in these regional frameworks and they need to be
swiftly implemented. Building on the results of the previous summits with the region, the
Western Balkans summit in Poznanunder the Berlin Procedscussed on strengthening
regional cooperation in the fields of economy and trade, the digital agenda, catyectiv
security, fight against corruption, promoting reconciliation and youth. The summit endorsed a
number of achievements in these fields, in particular the Clean Energy Transition Declaration

% Serbia also participates in the Adriatimian Initiative, the European Union MaeRegionalStrategies 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 Yugoslaviafor Reconciliation Commission (RECOM), the Regional School of Public
Administration (ReSPA) and the BrdBrijuni process.
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signed in Podgorica, the Regional Roaming Agreement signecelgrale, a substantial
connectivity package and the Roma Integration Declaration. It was also the occasion to kick
start the preparation of a Green Agenda for the Western Balkans.

At the Zagreb Summit on 6 May 2020, EU and Western Balkans leaders dbeted
deepening regional economic integration has to be a prominent part of recovery efforts of the
Western Balkans. To do so, Serbia needs to play a constructive role in building a common
regional market, which will be critical in increasing the attractess and competitiveness of

the region. It will help Serbia to speed up the recovery from the aftermath of the paindemic
notably to attract investors looking for diversification of supply and shorter value chains.
Such a common regional market has to mauisive, based on EU rules and built on the
achievements of the regional economic area multiannual action plan.

There are no outstanding i ss uagon/RaisnPeaga ni ng
Agreement Serbia continues to support Bosniaand Hozeg nads territori al
path to joining the EU. As envisaged by the Dayton agreement, Serbia continues to develop
special relations with thRepublika Srpskantity and it publicly promotes such relations.

Along with Bosnia and Herzegovina, Croatia and Montenegro, Serbia has continued to
cooperate closely under ti&arajevo Declaration Processwhich aims to find sustainable

solutions for some 7@00 people who became refugees or displaced persons as a resilt of th
armed conflicts in former Yugoslavia in the 1990s. In Serbia, some progress has been made

on implementing the upgraded plan for 6 289 housing units worth EUR 105 million funded by

the EU; so far 1L00 housing solutions have been delivered. The implexhentis behind
schedul e but picking wup. The issue of refu
continues to be unresolved.

The unresolved fate ahissing personswho disappeared in relation to the conflicts of the
1990s remains a key issue to be sdlwe the Western Balkans. In April 2020, a total of
10027 people are still missing as a result of the conflicts in the region. Of th48@,dases

are related to the conflict in Bosnia and Herzegovin@74 to the conflict in Croatia and

1 644 to the onflict in Kosovo. 51 cases of missing persons related to the conflict in Croatia
were resolved in 2019. The political stalemate between Belgrade and Pristina continued to
affect the progress on the resolution of missing cases related to the Kosova.conilc

eight cases related to the conflict in Kosovo were resolved in 2019. One session of the
Working Group on Missing Persons between Belgrade and Pristina was held in 2019, and one
in 2020. No official meetings between the relevant Serbian and Creatiorities were held

since May 2019. Serbia needs to increase its efforts in working with its neighbours in tracing
and identifying the fate of missing persons or their remains, including through swift exchange
of information. The families of missing @ms also still need more comprehensive support
than currently available and the capacity of the state mechanism for searching missing persons
should be further strengthened. The drafting of a law on missing persons has been initiated in
2019. It should an to strengthen support to the families of missing persons, and to reinforce
the capacity of the state mechanisms for the search of missing persons.

Serbia remained overall committedbitateral relationswith other enlargement countries and
neighbouringEU Member StatesBilateral conventions on regional cooperation (under
Article 15 of the SAA) are in force with Montenegro and North Macedonia. The convention
with Bosnia and Herzegovina was signed in January 2018 and is yet to be ratified. Serbia
initiated the process of concluding a convention with Albania. In May 2019, a trilateral
protocol establishing a demarcation border point shared by Serbia, Bosnia and Herzegovina
and Montenegro was signed in Sarajevo.
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Relations withAlbania are good. Leaders of tiocountries regularly meet in the framework
of regional and international events. The two countries signed a Memorandum of
Understanding in the field of puniversity education.

Relations withBosnia and Herzegovinare stable. The first visit of the na®residency of

Bosnia and Herzegovina to Serbia took place in October 2019, and a trilateral summit
between Turkey, Serbia, and Bosnia and Herzegovina was held. The two countries also signed

a cooperation agreement on the construction of the SarBgeade highway. Serbia and

Bosnia and Herzegovina need to reach an agreement on two river dams on the Drina river and
aportionoftheBelgradBar r ai |l way which crosses into Bos

Relations withNorth Macedonia are good. In Augst 2019, Prime Ministers Zaev and
Brnabil I nau g u-Tahane/aek jointhberderParossi@ Piresident Pendarovski
visited Belgrade in November 2019.

Relations withMontenegrowere marked by tensions during the reporting period. Protests
wereorgalss ed i n Belgrade in reaction to Montene:
law on the freedom of religion or belief and the legal status of religious communities. At the
Digital Summit in Belgrade in April 2019, the two countries signed several joiaeagnts.

There have been no developments on issues related to citizenship rights in the two countries.

Relations withTurkey i nt ensi fi ed. President Erdojan vi
trilateral summit between Bosnia and Herzegovina, Serbia andylta@&k place in October,

during which an official ceremony for the start of construction work of the SarBelgpade

Highway was held. In January 2020, TurkStréathe new pipeline from Russia to Turkey

was opened in Istanbul in the presence of Peesid  Vu | i |

Relations with neighbouringU Member States Hungary, Romania and Bulganiamained
good. Relations witliCroatia continued to be mixed.

5. NORMALISATION OF RELA TIONS BETWEEN SERBIA AND KOSOVO

In the framework of thé&eU-facilitated dialogue, the efforts aiming at concluding a fully
comprehensive and legally binding agreement between Serbia and Kosovo had been
interrupted since November 2018 following the decision by the Kosovo government to
impose customs tariffs of 100% on imported goods fromhi&end Bosnia and Herzegovina,
citing political and trade related grievances.

The decision taken by the Kosovo government to lift these tariffs and all reciprocity measures

by early June 2020 led to a restoration of the flow of goods with both SerbRcsnia and

Her zegovina. I n Apr il 2020, t he Counci | a
Representative for the Belgraéeistina Dialogue and other Western Balkan regional issues,

to assist HigkRepresentative/Vieeresident Josep Borrell in takingorivard the
normalisation talks.

When it comes to the state of play on implementation of past agreement: the full
implementation of thgustice agreement drawn from thep r i | 2013 OFirst a
principles governing t hertinmes to require fustidet affatebyo f r €
judicial authorities in Pristina.

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

has been made on tAssociation/Community of Serb majority municipalitiesand Kosovo

has yet toengage constructively in its establishmeRegarding theenergy agreement
between Serbia and Kosovo, a new Connection Agreement between the Kosovo transmission
system operator and the European Network of Transmission System Operators {ENTSO
has been gpoved. Serbia has not yet filed for the licensing of Elektrosever, but has
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submitted a new business registration application that includes additional business activities
that it wishes to undertake in Kosovihe works on thdlitrovica bridge are completé and
the bridge should be opened to vehicle traffic without further delay or obstructions.

As regards thdechnical Dialogue Agreements (2022012) some are not or only partially
being implemented. Both sides need to remain committed to the continplednemtation of

the agreement on representation and participation of Kosoragional forums. The issues

of implementation of theadastreanduniversity diplomas recognition agreements are yet to

be solved as are tlieence platerelated elements of ¢hagreement on freedom of movement.
Serbia has yet to address the issue ofasated Serbian administrativ@istomsstructures

with Kosovo denomination that operate from within Serbia, and to cease the issfiance
documentation or affixing of stamps with denomination that contravenes the related
agreement.On IBM, the interim common crossing points with Kosovo continue to be
operational. There has been no progress in establishing the six permanent IBM common
crossing points between Serbia and Kosovo as stipulated in the IBM agre&madia did

not engage constructively in starting the establishment of these crossing points on the Serbian
side (in Jarinje, Mucibabe, and Konculj). This led to a suspension oliidi$ fin July 2018.
Additional measures need to be taken by Serbia to close illegal crosBmegparties have
continued to largely comply with their respective obligations undertefecoms agreement
during the reporting period.

Requests fomutual legal assistanceare in principle being processed.

Overall, Serbia has remained engaged in the dialogue. The Serbian government needs to
continue to uphold its commitments and continue implementation of past Dialogue
agreements. Serbia showed restraint in its response to the customs tariffs, up until their
suppression.lwever , foll owing the Kosovo gover nmer
needs to make further substantial efforts and contribute, in particular in its international
relations, to the establishment of a conducive environment to the conclusion gdllg le
binding agreement with Kosovdhe EUfacilitated dialogue resumed with a virtual high

level meeting on 12 July 2020, followed by hilglvel meetings in Brussels on 16 July and 7
September. A number of expert level meetings took place in BrusRetghing a
comprehensive, legally binding agreemenirigent and crucial so that Serbia and Kosovo can
advance on their respective European paths.

6. ABILITY TO ASSUME THE OBLIGATIONS OF MEMBE RSHIP
6.1. Chapter 1: Free movement of goods

The free movement 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.

Sabia is moderately prepared in the area of free movement of goodsnited progress
was madeon implementing recommendations of the previous report, in partiaitlarthe
removal o f 0transitional provisionsoanfegard
legislation and with preparatory work for an action plan to ensure compliance with Articles

34-36 TFEU and on the strategy and action plan for the alignment with trec@ilsin this
chapter. Serbia has also taken steps for the partial alignmene déghl framework on
product safety with the EBcquisRe c o mmendati ons from | ast year

In the coming year, Serbia should in particular:

(@}

- ensure that al |l 0transitional provis| ons
mark andCertificate of Conformity after accession to the EU are removed,;
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- adopt an action plan to ensure compliance with Article3&@4f the Treaty on the
Functioning of the European Union (TFEU) and adopt a strategy and action plan for
implementing the Eldcqusi n t hi s chapter for both |t he se
approachd) and horizont al |l egi sl ation| and 1

- provide adequate administrative, financi al
surveillance, metrology and for the Agey for the Homologation of Vehicles, as well|as
for the implementation of the European Regulation on Registration, Evaluation,
Authorisation and Restriction of Chemicals (REACH).

General principles

On thegeneral principles Serbia has yet to adopt aasegy and an action plan to implement

the EUacquisi n t his chapter for both the sectoral
horizontal legislation as well as for relevant organisatias | 6transitional P
regard to the use of the Sebiconformity mark and certifita of conformity after accession

to the EU need to be removed. Ssee Ghape28 | egall
Consumer and health protectiohps been partly aligned to the Eddquisthanks to the

adoption ofthe amended law on general product safety in October ZH 8. response to
COVID-19, upon the joint initiative of the Permanent Secretariat of the Transport Community

and the CEFTA Secretariat, Serbia, along with the other governments in the Westens Balka

has successfully implemented measures to facilitate the transport and trade of essential goods
within the region.

Non-harmonised area

On horizontal measures the law on technical requirements for products and conformity
assessment is not yet aleghto the EUacquiswith regard to the functioning of the product
contact point (PCP)An action plan ensuringompliance with Articles 3436 of the Treaty

on the Functioning of the European Union (TFEU) has yet to be adopted.

Harmonised area: Qualitgfrastructure

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

On standardisation, in the fourth quarter of 2019 the Serbian Institute for Standardisation
adopted 99.72% of the European Committee for Standardisation (CEN) standards, 97.68% of
the European Committee for Electrotechnical Standardisation (CENELEC) standards and
86.68% of theEuropean Telecommunications Standards Institute (ETSI) standards. It has
been a member of both CEN and CENELEC since 2018.

The number of designatednformity assessmenbodies in Serbia is currently 57 and out of
these, a total of 26 are designated arglistered for carrying out conformity assessment
according to various pieces of technical legislatibme obligations regarding certificates for
conformity, which had constituted a technical barrier to trade concerning the European Radio
equipment and Tet®mmunications Terminal Equipment (RTTE) Directive, were removed
during the reporting period, except those on drones and on transmitters for radio or television
broadcasting. This will facilitate straightforward import procedures and effective
implementaion of the presumption of conformity for goods imported from the EU. However,
there is still a small number of certificates of conformity applying to imports of other type of
goods, such as certain types of cement ofrditdd steel rodsThe number of acedited
conformity assessment bodies in Serbia totalled 718. During the reporting period,
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accreditation was awarded to 130 control bodies, 22 testing laboratories, one medical
laboratory, three calibration laboratories, one proficiency testing providercéwification
bodies for management systems, two certification bodies for certification of products and one
certification body for certification of persons, while the accreditation was revoked for four
testing laboratories, one certification body fortiéeation of products and one control body.

Concerningaccreditation, the amended law on accreditation has yet to be adopted. The
Accreditation Body of Serbia, which is a full member of European Cooperation for
Accreditation, prepared and is startimgitnplement the national plan for the accreditation of
conformity assessment bodies, in line with the 2RQ80 strategy for improvement of quality
infrastructure. The ATS focused in the reporting period on testing and calibration laboratories,
inspectionbodies and certification bodies for products. Activities related to the accreditation
of inspection/certification bodies for inspection/certification of playgrounds and equipment
according to the national regul seenicompletedn c hi |
along with the ones related to the accreditation of laboratories in the field of soil testing in
accordance with national regulation. The activities aiming to expand the ATS areas of
operation were undertaken on accreditation of testingradétmdes/inspection/certification
bodies in the field covered by the law on construction products, and accreditation of
certification bodies in the field covered by law on medical devices.

In the field ofmetrology, the Directorate for Measures and Presiddletals as the National
Metrology Body became a full member of Eurachem in May 2019. The amended law on
metrology has yet to be adopted. The number of internationally recognised standards for
calibration and measurement stands at 38.

The financial and humn r e s o ur c e srbarket aupvaillance regeire additonal
strengthening. In 2019, the market surveillance authorities carried4%8 ihspections and
ordered 486 corrective and restrictive measures for 48685 noncompliant or unsafe
products.There is no data available on relevant initiated or resolved judiciary proceedings.

Harmonised area: sectoral legislation

Onénew and gl obal appr opeced d implemending degislatioa gni s | at
toy safety, low voltage and electromagnetionpatibility were adopted in 201%everal

pieces of implementing legislation were adopted during the reporting period to further ensure
alignment in the area of construction products.

Old approach leqgislation

In the area of thed ol d appr oacHh ap,rtieedirdptementing lggislation on
labelling of textile products was adopted in December 2019, designed to ensure further
alignment with the Elcquis Implementing legislation designed to ensure further alignment
on classification, labelling and geaging (CLP) entered into force as of March 2020. No
further progress was made regarding Eig¢ Regulation on the Registration, Evaluation,
Authorisation and Restriction of ChemicgREACH). The administrative and inspection
capacity for implementing thREACH, the CLP regulation, and the legislation on vehicle
homologation, needs to be strengthened.

On procedural measures in April 2019, Serbia adopted and implemented a national control
list for dual-use goods designed to be alignaslith the EU acquis. Furthermore, in May

2019, it adopted the national list of arms and military equipment in order to be aligned with
t he EUG6s Commolim Juht 2019t Serbigy addpied the 22094 strategy for
control of small and light arms, aiming to align witdavant international and E&tquison

control, acquisition and possession of weapons. The amended law on import and export of
dualuse goods was adopted in October 2019, abolishing the import controls in line with the
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EU acquis There was no progreskiring the reporting period on the adoption of the EU
acquisregarding the return afultural objects unlawfully removed from the territory of an
EU Member State.

6.2. Chapter 2: Freedom of movement for workers

Citizensof one MemberStatehavethe right to work in anotherMemberStateand mustbe
giventhe sameworkingandsocial conditionsas otherworkers.

Serbia ismoderately prepared in the area of freedom of movement for worke8eme
progresswas made, I n particul ar i n relatijon t
preparations for joining the European network of employment services (EURES).

In the coming year, Serbia should in particular:

- continue toenhancecooperation with EU Membert&es on coordination of social
security systems.

Amendmentgo thelegislationon accesgo the labour market adoptedn April 2019,andin
force since January 2020, further streamlinedthe procedurefor issuing work permits.
Foreignerscan now obtain a work permit provided that they possessa temporary or
permanentresidencepermit. Proceduredor issuingwork permitsto EU citizens,who are
currentlycoveredby rulesfor third countrynationals,needto be further simplified. In 2019,
morethan13800work permitswereissuedof which morethan3 000wentto EU citizens.

Serbiahas carried out some preparationsfor joining EURES. In particular, the National
EmploymentService (NES) strengthenedts migration service centresand EURESrelated
training sessionsvere organisedSerbiaupgradedheinformationsystemin NES, which will
secureSerbia'saccesso EURESimmediatelyuponaccessiono the EU.

Regardingthe coordination of social security systems Serbiahascontinuedto take partin

ongoing negotiationson agreementon electronic exchangeof social security data with

GermanyAustria, Italy, Hungaryand Poland,andlaunchedan initiative to opennegotiations
with Bulgaria. Electronic exchangeof social security data is operationalwith Slovenia,
Croatia, North Macedoniaand Montenegro.Overall, Serbiahas bilateral agreementswvith

social securityinstitutionsin 19 EU MemberStates Legislativeandtechnicalconditionsfor

social securityinstitutions to cooperatewith their counterpartsn EU Member Statesshould
befurtherimproved.

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

EU natural and legal persanhave the right to establish themselves in any 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.

Sebia is moderately prepared in these areassood progress was made on the right of
establishment and freedom to provide services with the adoption of the law on postal services
and the law on the recognition of professional qualifications. The Commission

recommendations from 2019 were thus partially implemented.

In the coming year, Serbia should in particular:

- adopt the horizontal law on services, complete harmonisation of sectoral laws with the
horizontal law and the Eldcquisand establish a point of single contact via a portal that
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offers online information to service providers, including all relevant administrative

procedures;

- finalise the adoption of secondary legislation in the area of postal services and increase the

capacity of the postal services inspectorate;

- continue harmonisation on mutual recognition of professional qualifications.

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

been established its establishment and fumehing are dependent on the adoption of the

horizontal law on services.

In the area ofreedom to provide crossborder services the horizontal law on services,
aiming to align with the EU services directive, is still in the process of government adoption.
Serbia has continued with the screening and alignment of sectoral laws with the draft

horizontal law and the EU services directive.

A new law onpostal servicesentered into force in November 2019. It replaced the postal act
and is aligned with the provans of the first and second postal services directives and partly
with the third postal services directive. The law contains provisions regarding access to the

network, tariff principles for universal postal service, cost accounting and accounting

separabn, and mediation in otdf-court dispute resolution between users and operators and
further liberalisation of the postal marketowever, the law is not aligned with the regulation

on crossborder parcel delivery services y&he adoption of the relatestcondary legislation

remains to be completed, with the new postal law stipulating the deadline of November 2020.

Two pieces of secondary legislation regulating the licencing process were adopted in March

2020.

In the field of mutual recognition of professional qualifications, the Serbian law on the

recognition of professional qualification, adopted in September 2019, and the amendments to

the law on planning and construction are under review to ensure their full alignment with EU

acquis
6.4. Chapter 4: Free movement of capital

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 laundgmd terrorist financing.

Serbia remainsnoderately prepared on free movement of capitdlimited progress was

made on meeting | ast year 0s recommendjat.

legislative alignment in the fight against money laundeend counter terrorism financing
and was subsequently removed from the Financial Action Task Force (FATF) grey list. The
Commission recommendations from 2019 were only partially met and thus remain valid.

In the coming year Serbia should in particular:

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

- demonstrate through a track record, increasing effectiveness in monitoring, supervision,

financial intelligence, investigation and reporting.

and

As regardscapital movements and paymentsthere have been no developments regarding

the agricultural law. The law still does not provide EU citizens and Serbian citizens with the

same conditions in terms of acquiring agricultural land and is, as suatgpmgpliant with the

Stabilisation and Association Agreement (SAA). Restrictions on capital movements,
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remaining for reasons of public policy and mafimancial stability, must be justified,
targeted and proportionate. In February 2020, amendments wele tmahe decision on

terms and conditions under which residents may hold foreign exchange accounts in bank
accounts abroad. The amendments widen the conditions under which this is acceptable, as
they include residents involved in transport of energy,eatltjp approval by the National

Bank of Serbia.

On payment systems the amendments to the law on payment services and the four
subsequently adopted pieces of secondary legislation, which aimed to further align with the
EU directive on payment accounts, ened into force in March 2019. In 2019, nearly seven
million transactionsat a value of RSD 90.6 billionvere processed through the instant
payment system introduced in October 2018, which allows payment service providers to carry
out instant fund transfer

The limit for interchange fees was lowered to 0.2% for debit cards and to 0.3% for credit
cards. This was introduced under the Law on Multilateral Interchange Fees and Special
Operating Rules for CafBlased Payment Transactions, adopted in June Z#83hapter 8

T Competition policy).

Following the adoption of a number of laws on fight against money laundering and

terrorism financing, Serbia was removed from the Financial Action Task Force (FATF) list

of countries with strategic deficiencies inepenting money laundering and terrorism
financing in June 2019. Serbia remaiums sub
procedure until the country is placed back under regular follow up based on an assessment of
the progress made. Serbia was further upeplafor three recommendations in the December

2019 MONEYVAL report Ser bi ads | egi sl ati on wa s furth
international standards and the Edquis In line with the national risk assessment action

plan, the government, in May 2019, isduguidelines on the centralised collection of data
regarding cases of money laundering and financing of terrorism. A new strategy -on anti
money laundering and countering financing of terrorism for the period-2029 was

adopted in February 2020. In Jud20, a list containing the names of CSOs and media
reportedly subject to a risk assessment by the Administration for the Prevention of Money
Laundering (APML) was | eaked to the public.
actions, and the complianoéthe APML with the recommendations of the FATF will need to

be clarified Gee Political Criteriai Civil Society and Chapter 2# Justice, Freedom and

Security.

In December 2019, Serbia took additional steps to align further with thedguis by

amendhg the law on the prevention of money laundering and financing of terrorism. The
amendments address issues related to the 1in
recommendations from 2016 and include a definition of virtual currencies. Two registers were
subsequently established on 1 June 2020 compiling data oxegadsit boxes and foreign
transactions. Both registers aim to align with requirements under thanf-money

laundering directive. As a preventive measure, amendments were also made w ¢me la

games of chance in February 2020 and to the law on real estate and trade and lease in
December 2019.

The administrative capacity of the APML increased, from 33 to 37 employees (full staffing
being at 42). In 2019, 267 suspicious transactions werported. The highest number came
from payment institutions, with 89feports on suspicious clients. The APML submitted
information on 29&eports to relevant enforcement authorities. Altogetherrép8rts were
submitted to the prosecution services.
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6.5. Chapter 5: Public procurement

EU rules ensure that the public procurement of goods, services and works in any Member

State is transparent and open to BlU companies on the basis of ndiscrimination and
equal treatment.

Serbia ismoderately preparedon public procurementLimited progresswas made during
the reporting period. The new law on public procurement is an important positive
towards alignment. However, the recently adopted law on special procedures for

step
linear

infrastructure projectwill likely seriously undermine the effective implementation of the law

on public procurement asal | ows f or t he e xspeuplimpatanceddr
t he Republic of Serbi ao f r o nThe pGoMrhigsion
recommendations fror2019 were only partially implemented and remain valid.

In the coming year, Serbia should in particular:

pro
pr

- ensure further, full alignment with the 2014 EU directives on public procuremept, in

particular by adopting amendments to the law on pybivate partnerships and
concessions and by ensuring that projects financed from public funds are subject to
procurement procedures;

public

- ensure that intergovernmental agreements concluded with third countries do not junduly

restrict competition and comply withe basic principles of public procurement, such

transparency, equal treatment and-d@trimination, in line with the national legislation

and the Elacquis

as

- continue to strengthen the capacity of the Public Procurement Office, the Commission for
Public-Private Partnerships and Concessions, the Republic Commission for the Pratection

of Rights in Public Procedures, and the Administrative court.

Institutional setup and legal alignment

S e r blegal angl institutional frameworks on public procurement are broadly aligned with

the EUacquis A new law on public procurement aiming to further align with the 2014 EU
directives on public procurement, on utilities, and on remedies was adopted in December
2019 and has entered into force July 2020. The new law introduces obligatory e
procurement practices, such as electronic communication and exchange of data in the public
procurement procedures. Furthermore, it includes provisions on applying the principles of
equal treatment, nediscimination, transparency, and competition to international
agreements. Further harmonisation is needed on the rules governing the treatment of
economic operators in public procurement procedures. The adoption of amendments to the

law on publieprivate parterships and concessions aiming to align with the directive

on

concessions are still pending. Although, further legislation is needed to ensure full alignment
with the EUacquis the new law on public procurement is an important positive step forward.

Howewer, in February 2020, Serbia adopted a new law on special procedures for

linear

infrastructure projects, that allows the government to exempt linear infrastructure projects of

6speci al I mportance for the Repubrodurememt f

Ser

rules. National public procurement legislation can be suspended for entire or particular phases
of a project and the government is empowered to select a strategic partner in circumstances

deemed as urgent. This new law undermines the addedaradueffective implementation of

the new law on public procurement. Through allowing for the circumvention of national
legislation as well as EU rules and standards in this way, Serbia maintains serious

discriminatory rules in the field of public procureme
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The new public procurement development programme for 20192023 and the
accompanying action plan for 202820 were adopted in November 2019. Planned activities
from the previous programme and the 2018 action plan that were delayed were included under
the new action plan.

ThePublic Procurement Office (PPO) conducts compliance supervision of the law on public
procurement and maintains the public procurement portal. The PPO was involved in preparing
the new law on public procurement and is in charge pfamenting legislation instead of the
Ministry of Finance.

Implementation and enforcement capacity

The public procurement market represented 8.14% of GDP in 2019, continuing modest
upward trend from 2018. The average number of bids per tender remairedas@b, yet is
notably lower than 3 bids in 2017. For the first time since 2015, the share of contracts
awarded to foreign bidders dropped to 2% of the total number of contracts, spread equally
between EU and neBU companies.

Regardingmonitoring of contract award and implementation, in 2019 the proportion of
negotiated procedures without prior publication increased from 3% in 2018, to 4%, while the
share of open procedures increased from 91% to 93% of the total value of contracts. The level
of centralsed public procurement contracts has continued a downward trend and further
dropped from 15% of the total annual procurement budget in 2018 to 12% in 2019. The use of
the best priceuality ratio criterion has remained low at 10%, while the lowest pritarion
remained dominant in 90 % of cases. It is in the best interest of both contracting authorities
and Serbian taxpayers to increase the utilisation of the bestquadi¢y criterion, mostly due

to higher quality and increased life cycles costs edl& the lowest price criterion. The State
Audit Institution found irregularities in 9.6% of inspected procuring entities in 2019, marking

a significant decrease from 12.1% in 2018, and a notable increase from 7.4% in 2017. The
government's AntCorruption Council has noted that current framework of internal and
external control over the expediency of public procurements in large public utility companies
is both inadequate and prone to abuses. Considering that such contracts represented 27% of
the total nnber and 44% of the total value of concluded contracts in 2019, the relevant
institutions should investigate these claims and continuously monitor these processes on both
state and local level. Good progress has been noted on developmgmbotirementool

with the launch of live demol/test version of the new public procurement portal in June, which
will be operational by the time the new law entered into force in July 2020. Numerous
workshops and seminars have been organised to train PPO staff, baddkmrspntracting
authorities to operate and use the nepracurement portal. However, the planned training
activities have halted and partially moved to a remote/webinar format due to the @®VID
outbreak.

The COVID-19 response enabled the use of exoepli procedures to expedite procurement
processes. The Public Procurement Office informed contracting authorities about the
flexibilities provided by the national public procurement legislation in that regard. To mitigate
the risks of fraud and corruptioit,is especially important to maintain audit trails. Disclosing

all procurement information related to procurement conducted in relation to GCB/thh
government portals would also contribute to enhanced transparency and trust.

Capacity to manage public procurement processescontinued to improve with the
certification of 481 public procurement officers in 2019. The introduction of an advanced
course for those who already have a certificate is pending. With diverse responsibilities and a
total of 28 out b the 38 staff members planned, the PPO continues to lack adequate
administrative capacity to carry out many of its tasks. By the end of the reporting period, the
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Commission for Publi®rivate Partnerships and Concessions has approved a total of 154
public-private partnership project proposals, including 62 with concession elements, mostly in
the transport, sanitation, and urban planning sectors. The Commission remains understaffed.

There were no developmentsiiriegrity and conflicts of interest.
Efficient remedy system

Legislation on theight to legal remedyis broadly in line with the Eldcquisand is enforced
by the Republic Commission for the Protection of Rights in Public Procedures (the Republic
Commission), an independent state body.

The Reublic Commission solved 921 cases on requests for the protection of rights between
March 2019 and March 2020. Public procurement procedures were partially or fully annulled
in 477 cases (51.8% of all solved cases). The number of contracting authotitesptying

with decisions remains stable at below 1% of the overall decisions taken. During the reporting
period, the Republic Commission took decisions in 99 cases on complaints about the
conclusions of contracting authorities. It also imposed sevendigafines to contracting
authorities not complying with its orders and decisions, and annulled contracts in 12 cases.

Regarding t he Re pmplenhentation Capawityitre sumber ofsstaff has

dropped by 4 people compared to 2019, but remraiatively stable with 54 staff members, 9

of which are elected officials. Due to limited specialisation and training, the Administrative
Courtods (AC) capacity to deal with compl exi
lengthy legal proceedingemains weak. Improved cooperation between the PPO and AC on
exchange of knowledge and information should be established. Limited collaboration between

the Republic Commission and AC is hampering better enforcement of rights in the public
procurement prockires. There are no feedback mechanisms informing the procurement

of ficers of the Republic Commissionds and/ or

6.6. Chapter 6: Company law

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

Serbia has good level of preparationin company lawGood progresswas made with the
adoption of amendments to the law on accounting and the law on auditing. The Commission
recommendations from 2019 were thus partially implemented.

In the coming year, Serbia should in particular:

- improve further alignment with the compy lawacquisby adopting necessary laws and
bylaws;

- adopt implementing legislation to the law on auditing establishing the Securities
Commission as the competent audit oversight authority and ensure adequate funding and
resources

As regardcompany law, no relevant legislative amendments were adopted in 8r bi a 0 s
legislation is largely aligned with the E&tquis.On company takeoversll alignment is

planned to be reached in 20ZFurther alignment is also required in the area of shareholder
rights. Ser bi ads Corporate Governance Code i s b
principles. The Serbian Business Registers Agency acts assiopnghop, where companies

obtain a unique regisition and tax identification number and online access to company
information. Electronic establishment of muitiember limited liability companies has been
enabled as of 28 June 2019. The database of companies in the business register should be
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legislative steps are needed to align on transparency requirements for listed companies
dependent on the adoption of laws on capital markets and joint stock company acquisitions.

Concerningcorporate accounting amendments to the Law on Accounting were adopted in
October 2019, aiming to further align with the EBdquis The amendments to the Law on
Accounting redefine thresholds for the classification of legal entities and congiamy
requirements decreasing costs and financial burdens for smaller companies, such as by
exempting them from the obligation of compiling, submitting and disclosing consolidated
annual financial statements or management reports. The Law on Accountingpraiams
provisions aiming to align with the Nefinancial Reporting Directive. The amendments to

the law onauditing, adopted together with the Law on Accounting, further regulate the
conditions, obligations and professional qualifications needed torperdudits. Statutory
audits are mandatory for annual financial statements of large and mgdrtncompanies, as

well as public interest entities, irrespective of their size. The amendments also prescribe the
adoption of implementing legislation withiha next year to allow the Securities Commission

to take over audit public oversight activities. The application of International Standards on
Auditing is also mandatory.

6.7. Chapter 7: Intellectual property law

The EU has harmonised rules for the legedtection 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 cover, for instance, patents and trademarks, designs, biotechnological
inventions and pharnteuticals. Rules for the legal protection of copyright and related rights
cover, for instance, books, films, computer programmes and broadcasting.

Serbia has ajood level of preparationon intellectual property rights. There wgsod
progresswith theadoption of the amendments to the law on copyright and related rights and
to the law on the protection of topographies of semiconductor products, as well jas the
adoption of the law on trademarks

In the coming year, Serbia should in particular:

- harmonisecopyright and related rights legislation with the EU directives on collective
rights management and on orphan works;

- adopt amendments to align with the regulation on the SPC manufacturing waiver to the
Law on Patents;

- strengthen enforcement, by improvingpacities and further increasing coordination of
different stakeholders.

Amendments to the law ooopyright and related rights aiming at alignment with the
relevant EUacquisand ensuring exhaustion of rights on the territory of the EU and EEA were
adoptedin September 2019. Serbia also adopted amendments to align with the directive on
the protection of topographies of semiconductor products. In January 2020, Serbia ratified the
Marrakesh treaty to facilitate access to published works for persons wharakevidually
impaired, or otherwise print disabled. Further alignment is needed in the areas of collective
rights management and orphan rights.

On industrial property rights , the law on trademarks aiming at alignment with the EU
acquiswas adopted in January 2020. Serbia is also in the process of preparing a law on trade
secrets to align with the El@cquis Amendments to the Law on Patents to align with
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Regulation 496/2009 (SPC manufacturing waiver) are being prepared. The Intellectual
Property Office remains relatively well staffed and efficient in registering trademarks.

Concerningenforcement the overall number of employees in the Market Inspectorate fell
from 384 to 338, yet the number of market inspectors specialised in the ffialelzctual
property has remained stable at 47. The overall amount of counterfeit and pirated goods
confiscated by the Market Inspectorate dropped considerably in 2019, while the number of
requests submitted by economic operators notably increased9n P§e number of customs
officers specialised in intellectual property protection further decreased from 14 in 2018 to 13
in 2019. Continuing the last year's trend, the number of items detained by the customs
administration fell substantially in 2019, Wdithe number of items destroyed increased
significantly in 2019. The number of inspectors specialised in intellectual property rights
within the tax administration has remained stable, while the Special Prosecution for
Cybercrime Office obtained one addital deputy Public Prosecutor. The number of software
legality checks carried out by the Tax Administration in 2019 continued to fall steeply from
2018. Due to judges not being adequately specialised and the increasing number of incoming
cases, the capidies of the judiciary to handle intellectual property rights cases remain
limited.

Legislation aiming at full harmonisation with the EU directive on the enforcement of
intellectual property rights is still pending. The Government decision on the permanent
coordination body for the enforcement of intellectual property rights was amended in
September 2019, so the body could operate and manage enforcement more efficiently. The
renewed coordination body met four times in during the reporting period, afteg dileak.
However, further meetings were delayed due to the COGMUrisis. The implementation of

the goals under the strategic framework for intellectual property rights forZIPB should

be continued, mainly focusing on stakeholder coordination wadeaess raising activities.

6.8. Chapter 8: Competition policy

EU rules protect free competition. They include antitrust rules against restrictive agreements
between companies and abuse of dominant position, and include rules on concentrations
between cmpanies, which would significantly impede competition. EU rules also set out a
system of State aid control. Governments are only allowed to grant State aid if restrictive
conditions are met, with a view to preventing distortion of competition.

Serbia ismoderately preparedin the area of competition policcood progresswas made
in legislative alignment of state aid rules with the adoption of a new law on state aid control
and increasing the operational independence of the Commission for State Aid Control
(CSAC) . Last yearb6s recommendations wene par

In the coming year, Serbia should in particular:

- take additional steps to align the existing aid schemes, in particular the fiscal state aid
schemes with the Edcquis

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

- provide a solid track record in the implementation of laws on protection of competition
and state aid cadrol.

Antitrust and mergers

The legislative framework is broadly in line with Articles 101 and 102 TFEU and related
provisions of the SAA. The current law on protection of competition provides fex amte
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control of mergers. However, the legislative framework has yet to be fully brought into line
with EU guidelines and communications in this area. Work on a new law on protection of
competition aiming at further alignment with the Btfuishas halted.

Regading the institutional framework , the Commission for Protection of Competition
(CPC) is the main authority responsible for implementing the legal framework, and remains
operationally independent. In November 2019, the new CPC President and Council members
were appointed. The established credibility and image of the institution will need to be
reaffirmed by the new management with a strong track record on implementing law.

Concerningenforcement capacity the CPC has 52 employees of which 34 are case mandle
with adequate level of expertise. @nplementation, the CPC has continued to investigate a
significant number of antitrust cases. In 2019, the CPC adopted five decisions on restrictive
agreements and five on abuse of dominant positions. One dawnamicowducted during the
reporting period, while the leniency programme was also used once. The level of imposed
fines remained significant with EUR 0.86 million, yet substantially lower than in 2018 (over
EUR 3.8 million). The CPC did not prohibit any mergn the reporting period, while it
imposed remedies in two cases. The CPC launched eight sector enquiries in the reporting
period, investigating the retail sector (rgpecialised stores with food, beverages and
tobacco), the oil and oil derivatives matkthe international rail freight transport market, the
intercity bus transportation market, the sunflower production and sales market, the wholesale
market of mineral fertilisers, the tour operators market, and the sugar and sugar beet
production and whesale markets. Competition advocacy activities have continued
throughout the reporting period. The CPC issued six opinions on draft legislation in 2019, yet
these opinions were not always taken into account, particularly in the field of passenger
transpot. The practice of consulting the CPC on all relevant legislation should be reaffirmed
and their opinions systematically and seriously applied. The number of CPC decisions upheld
by appeal courts continued to increase. However, the capacity and spémalafathe
judiciary to deal with complex competition cases remains modest and needs to be
significantly improved.

On the law on multilateral interchange fees and special operating rules febaszmd
payment transactions, no developments have been matigniing Article 9 of this law to the
EU acquisand relevant provisions of the SAA.

State aid

Regarding thdegislative framework, Serbia adopted a new law on state aid control in
October 2019, which entered into force on January 1, Z0&)new legislative framework is
broadly in line with the Elhcquisand the relevant provisions of the SAA. However, further
alignment is needed, especially as regards implementing legislation. The existing aid
schemes, namely the fiscal state aid schepagsof the laws on corporate income tax, on
personal income tax and on free zones, are not yet harmonised with thegkils. Some
progress has been noted on creation of a new inventory of schemes. CSAC made progress in
fulfilling its obligations under Aticle 73(5) of the SAA to provide the European Commission

with information onindividual decisions approving large amounts of state aid. Draftitigeof
regional aid map is pending.

On theinstitutional framework , the CSAC is responsible for implementimg taw on state

aid control. The newly adopted | aw has i ncr
which the CSAC will need to confirm by checking through its track record of implementing

this law. According to the new legislative provisions, the CSACaccountable to the
Parliament. The CSAC can now also exercise its power to propose legislation via competent
authority, i.e. Ministry of Finance, and adopt certain implementing legislation, mainly
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secondary legislation. The President and four membetseoCSAC Council were elected
through a public competitive procedure, and confirmed by the Parliament in December 2019.

T he CSAf@dcement capacityremains insufficient with only five fultime employees

in its Secretariat. Nevertheless, the approv@202budget with more attractive remuneration
provisions will allow the CSAC to employ up to 27 additional staff. Employees, case files,
archives, equipment and corresponding assets of the Department for State Aid Control within
the Ministry of Finance havbeeen fully absorbed by the CSAC and became a part of its
professional service unit. Omplementing the law on state aid, the number of decisions
taken upon notification in 2019 significantly increased from 56 in 2018 to 167, while the
number of decisionm ex postprocedure in the same year slightly decreased from 14 in 2018
to 13. CSAC did not prohibit any state aid or decided in favour of recovery, while in only one
case a conditional decision was adopted. The number of CSAC decisions that weralappeale
against remained low. A specialised electronic platform is being developed to help monitor
compliance with conditions for the accumulation of aid. The CSAC should closely monitor
the implementation of State aid rules in intergovernmental agreementsiaeuhalith non

EU countries. Awareness regarding State aid rules still remains low among -tirargidg
authorities, thus advocacy activities should be continued and intensified in 2020.

Due to theCOVID -19 outbreak, CSAC started to allow, as of Marchgtgranting of aid as

part of recovery measures, in accordance with the national state aid law and the
Article 107(3)(b)TFEU. Within the temporary framework for state aid measures, the
Government adopted two decrees in April 2020, earmarking budget fandsrect cash
subsidies to private sector (&UR831.6million), adopting the financial programme of
favourable loans delivered through the Development FundE{¢R200million), state
guarantee scheme for loans through commercial bank€E(#R2 billion), direct cash
subsidies to agriculture sector (E¢JR9.82million), and favourable loans to agriculture
sector (ccEUR 12.39million). Additional financial aid in form of support schemes to
tourism and transport sectors has been announced dugimgpbrting period. Serbia needs to
ensure that allocation of state funds under this economic recovery framework is conducted in
a nondiscriminatory and transparent way.

Liberalisation

Provisions on financing of services of general economic interesiwvithiregulation on rules

for state aid granting need to be further aligned with the d@quis Enforcement of
competition rules on public companies needs to be intensified. There are no monopolies of a
commercial character within the meaning of ArticleT3HEU.

6.9. Chapter 9: Financial services

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

Serbia remainsnoderately preparedin the area of financial serviceGood progresswas
made on further implementing international standards. The chapter was opened in [the EU
accessionnegotai ons i n June 2019. Last year é6s | recon

In the coming year Serbia should in particular:

- continue to implement outstanding Basel Ill standards in line with their finalisation and
introduction at EU level,

- continue work towarddull alignment with the Solvency Il directive in the field of
insurance.
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On banks and financial conglomerates Serbia has largely implemented the Basel Il
standards.

The banking sectords prudenti al r atBankef ar e &
Serbia (NBS) following the adoption of the amendments to the decision on reporting
requirements for banks in 2016. Alignment of national legislation with the new version of the

EU Bank Recovery and Resolution Directive (BRRD) is still to be comgblet

The application of the International Financial Reporting Standards (IFRS) 9, applicable as of

1 January 2018, has been completed. Banks will continue to implement IFRS as adopted at
international l evel under -p&fBrliigdoans coptiaues/to s i o n .
decrease (gross NPL ratio of 4.1% at the end of February 2020).

Amendments to the law on deposit insurance were adopted in October 2019. The amendments
aim to further align with the EU directive on deposit guarantee schemes. Améadnotude

an increase in the coverage level from EURDB0 to EUR 10@00 per depositor per bank,

an extended scope of protected depositors, introduction ebaséd premium system and
covered deposits as the basis for the insurance premiums asgessmen

In spring 2020, in response to the COVIB emergency, the National Bank of Serbia
introduced a 3nonths moratorium on all repayments under bank loans and financial leasing
agreements, in addition to different monetary policy measures.

Regardinginsurance and occupational pensionsSerbia adopted a plan for implementing
the directive on insurance distribution in April 2019. In December 2019, Serbia adopted
amendments to the law on pension and disability insurance. However, legislation on
compulsory tréfic insurance is still missing.

Preparatory work is ongoing in the context of aligning with the Solvency Il directive in line

with the strategy for implementation, also supported by EU funds. Certain provisions were
implemented regarding qualitative reguments under Pillar 2, but further work is still to be

carried out to ensure full alignment with the Bthuis In terms of the NBS
capacity in the insurance area, the Insurance Supervision Department was reorganised. Two
new units werdormed on the development of prudential supervision and on the development

of regulation. The new units will be responsible for implementing of the Solvency Il regime.

Alignment with the Directive on the Activities and Supervision of Institigiocior
Occupational Retirement Provision in the areas of dposder activities, investment rules
and regulation of technical provisions is still to be completed.

No progress was made regardimgncial market infrastructure .

Two new laws were adopted the field ofsecurities markets and investment serviceshe

law on operend investment funds with a public offering and the law on alternative
investment funds. The laws aim at further alignment with the Undertakings for Collective
Investment in Transfable Securities Directive (UCITS) IV and V as well as the Directive on
Alternative Investment Fund Managers respectively. Related secondary legislation still need
to be adopted. The planned adoption of amendments to align the capital market law with the
Markets in Financial Instruments Directive (MIiFID II) and the Directive on Settlement
Finality in Payment and Securities Settlement Systems (SFD) was postponed until Q3 2021.
However, amendments were made to align with the domestic law on public debttaed fu
attract foreign investorsThe administrative capacity of the Ministry of Finance to regulate
the securities market remains weak.
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6.10. Chapter 10: Information society and media

The EU supports the proper functioning of the internal market fatreleic communications,
electronic commerce and auelisual services. The rules protect consumers and support
universal availability of modern services.

Serbia ismoderately prepared in the field of information society and medianited

progresswas madeon implementing recommendations of the previous repormparticular
with respect to the financial indepence of the regulator for electronic communication and
postal service (RATEL). Serbia also took steps in the areas of Digital Single Market, e
governnent, information society and adopted a number of sectoral |BMaever, the
recommendations of the last report remain largely valid.

In the coming year, Serbia should in particular:

- align the electronic communications legislation with the updagtdl regulatory|
framework, including th@ew European Electronic Communications Gode

- ensure full financial and operational independence of the regulators for electronic
communication and postal services (RATEL) and for electronic media (REM) in
compliance with the Eldcquisand boost their capacity to work proactively;

- ensure implementatin o f competitive safeguards| and
relevant infrastructure (ducts, poles, fibre optics and local loop infrastructure), in
particular at a local government level.

In line with EU'sdigital single market objectives. There havebeen achievements in the
wider regulatory framework for-eommerce, through the adoption of the sectoral laws on
trade and the amended law orca@nmerce, while the implementation of the law on e
documents, electronic identification, and trust services tframsgposing the eIDAS regulation

into Serbian legislation continued. The Central Bank introduced an instant payment system,
allowing immediate reaime monetary transactions and an additional instant payment
channel by means of using the scanned QR cble.20262024 digital skills development
strategy was adopted in February 2020 that aims to raise the digital literacy level and for a
more effective crossectoral collaboration using all available resources. Digital skills and
introduction of informatis and computer science, engineering and technology subjects in the
primary schools curricula were further promoted. The tax legislation opetts®enal income

tax and social contributions lawsas adjusted. As regards the IT sector, this adjustment
mostlyaffects sole entrepreneurs in the IT industry. However, the law on broadband has yet to
be adopted. A more universal and coherent approach to digitalisation and an effective
coordination of the various stakeholders is needed to overcome high fragmeatadion
inconsistent policy implementation.

In the field of electronic communications and information technology,the law on

electronic communications to align with the relevant EU regulatory framework has yet to be
adopted. The financial independence 8krb a 6 s regul atory agency
communications (RATELhas improved There were no further developments concerning
regul atorsd operational i ndepeined dave dightly Al t ho
increased, it is recommended that they be further strengthened. Concerning the
implementation otompetitive safeguards RATEL has completed all rounds of deregulated

andex anterelevant market analyses. However, there are still diffees with access for both
usersoperators' to infrastructure including ducts, poles, local loop infrastructure and public
operatorsd dark fibres, along with restrict
planning legislation, in particular atdal government level. The line ministry’s administrative
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capacity backslid even furthewhile the inspection capacities remained the same. Staff
turnover remains a concern.

Progress was made on implementing the Regional Roaming Agreement, with prepdaatio
the next phase ongoing.

Activities towards evaluating the needs for &2 European emergency number calling
system according to EU standards were initiated. However the system has yet to be
implemented.

In the field ofinformation society servies the strategic framework forgovernment the
20202022 egovernment development programme and action plan was adopted in June 2020
while the strategy on development of artificial intelligence was adopted in December 2019.
The remaining sulegal reguation of the law on @overnment has yet to be adopted to
allow for its full implementation. The number of databases connected to the new government
service bus information system has been increased to 29. This new information system is
managed by ten gernment bodies and used by about 330 institutions and beneficiaries. The
upgraded National -&overnment Portal, which relies on the EuropeaGogernment
Benchmark Method Paper was rolled out in February 2020. The Portaltwséactor
authentication an@-delivery of documents and communications from public administration

to the Portal userserving as a orstop shop for-@overnment services and as a central point

of access for business and citizens alike. The number of interoperable public registers
providing for easier exchange of data increased. The building of a new dteg
technology data centre in the city of Kragujevac is ongoing. There is potential to improve the
data presented on the country’s Open Data Portal, notably presentingriachanereading
languagé The amended law anformation security was adopted in October 2019, aiming

to further align with the Directive on network and information systems. RATEL, as the
national Computer Emergency Response Team (CERT) became antassmeigber of the
European Union Agency for Cybersecurity ENISA T Article 13a Expert Groupon
resilience and security of communication infrastructure, networks and services. RATEL
woul d benefit from association tlowotlichadsso Agenc
benefit from upgrading its cybersecurity administrative capacities.

No progress was made eudio-visual policy in the reporting periodElectronic media
outlets are still regulated by the same legislation, pending possible revisiomesfutuite, as
foreseen in the new media strategy adopted in January 2020.

The strategy of the Regulatory Authority of Electronic Media (REM) for developing radio and

audiovisual media services, pending since 2015, has still not been adopted and nowseems
be outdated. REM is still failing to effectively monitor and penalise broadcasters that do not
meet all programme content obligations under the law.

REM addressed the issue of increasing accessibility to programme content for people with
disabilities,through recommendations proposing quotas for subtitling, audio descriptions and
specific provisions on access for people with intellectual disabilities. REM also adopted a by
law document on logical numeration of TV channels. However, the process dittabthe
required procedure. In December 2019, three members of the REM Council, who were
waiting to be elected, finally took their seat after three years, followed by two additional
members, elected in February 2020. Legislation on regulatory bodiesnsenrechanged.
REM’s financial stability and staff capacity remain a concern, and its lack of independence
needs to be addressed.

Financial and staff concerns apply to public broadcasters as well, as these have a direct impact
on their editorial independea. Although subscription to RTS increased by approximately
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15% as of January 2020, it still does not allow for a stable financial model that would secure
its independent and professional work.

Content intended for national minorities is limited to oolye short news programme in
Albanian on RTS2. Therefore, RTS is not fulfilling its obligation as the national broadcaster
to provide relevant content for other national minorities.

In an effort to improve media literacy, the Ministry of Culture and Infdionadeveloped a
recommended guideline for improving and developing of media literacy mrpversity
education.

6.11. Chapter 11: Agriculture and rural development

The common agricultural policy (CAP) supports farmers and rural development. This
requires strong management and control systems. There are also common EU rules for
quality policy and organic farming.

Serbia hasome level ofpreparation in agriculture and rural developme®ome progresst‘I

was made on addressing recommendations of the previous report, in particular through the
submission of the second package for entrustment with implementation of the instrument for
pre-accession assistance for rural development (IPARDNINovember 2019 sawell with
taking first steps for the establishment of théegrated administration and control system
(IACS).

In the coming year, Serbia should in particular:

- speed up the processing of applications received for the measures already entrusted under
the IPARD Il programme to avoid any loss of EU funds and continue working
entrustment with budget implementation tasks for the remaining measures pf the
programme;

- continue, in a timely manner, with the implementation of the action plan to ensure
alignment with the Elacquison agriculture and rural development.

As regarddhorizontal issues sectoral analysis has been completed in March 2020 within six
sectors in pnearation for drafting the next national programs for agriculture and rural
development for the period 202D24.Implementation othe action plarfor alignment with

the EUacquison agriculture and rural development continues but more focus is required to
overcome delaysA pilot project concerning the land parcel identification system was
implemented as a first step in establishing thtegrated administration and control system
(IACS). This should now be extended over a wider area without delay. Nepgsogas noted

in decoupling payments from production and in the linkage oflaasad payments to cress
compliance standard¥hefarm accountancy data network has been establistieits sample

size and the quality of the data will need to be furth@rawved to be fully representative.

In the area of theommon market organisation the horizontal law has yet to be adopted
through secondary legislation in areas including marketing standards, public and private
storage, and producer organisation spendisi@ result. This delay should be addressed so
that theacquisalignmentplan can proceed

On rural development, Serbia is implementing two investment measures unddflhpre
accession programme for rural developm@R®ARD II). With the recent recruitment of 16
employees, the IPARD Agency should speed up the processing of applications. The new
systematisation act was approved in January 2020, granted a further 101 new posts to the
IPARD Agency. In November 2019, Sa@absubmitted the second entrustment package
cont ai ni ng Farm®iversiicat®ruanckBusinésses Developraenta Technical
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Assistancé In March 2020, the European Commission sent the Letter of Closure to the
IPARD Authorities granting entrustmerwith one condition and six recommendations. In

order to receive funds for these two measures, Serbia should fulfil, in particular, the condition
concerning staff contracts. The first cal l
Diversificationand busi ness Devel opment® measure was

The spending of EU funds under IPARD should be a priority to avoid-Gmenitment.
Work should continue on obtaining entrustment with budget implementation task for the
remaining measurésLEADER and AgriEnvironment.

Progress in the area qtiality policy is slow due principally to delays in adoptilegislation
in the area of quality schemes for agricultural products and foodsiititxe has been
progress in the area of spirit drinks with reatign of the first geographical indication and
the accreditation of a control body in this field.

As regardsorganic farming, the area under organic production continues to grow, year by
year, with fruit production being the most significant. The legmtastill needs to be fully
aligned with the Elacquison organic production.

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

EU hygiene rules for foodstuff production ensure a high level of food safety. Animal health
and welfare andhe safety of food of animal origin are safeguarded together with quality of
seeds, plant protection material, protection against harmful organisms and animal nutrition.

Serbia ismoderately prepared in the area of food safety, veterinary and phytosanitary

policy. Some progressvas made on implementing recommendations of the previous report,
in particular with preparatory work for the strategy for alignment with thea&diisand the
extension of accdbtation of the National Reference Laboratories Directorate. |The
recommendations of the last report remain, however, largely valid.

In the coming year, Serbia should in particular

- develop a comprehensive strategy for alignment, implementation and erdotceithe
EU acquison food safety, veterinary and phytosanitary policy

- continue strengthening the administrative capacity of the veterinary, phytosanitary and
national reference laboratories directorates, complete the ongoing recruitment procedure,
andretain competent staff;

- further improve the application of the risk based approach to official controls for imports.

In the area ofyeneral food safety Serbia is yet to adopt a strategy and action plan for full
alignment with the Elhcquis following a poper and inclusive public consultation. While
rulebooks on monitoring programmes were adopted for food of animal and plant origin as
well as animal feed, it is important that Serbia further improves itsbaskd approach for
imports, including for goodsubject to sanitary checks, and that it puts in place audit of
inspection staff. Integrated multiannual control plans have yet prepared.

On veterinary policy, annual programmes consisting of animal health protection measures
were adopted in 2019. The eblook which aims to discontinue mandatory vaccination of
domestic pigs against classical swine fever throughout most of the country was adopted in
December 2019. Cases of African swine fever were confirmed requiring urgent action by the
competent bodiesThe multiannual programme to eradicate rabies in wildlife continued.
Further improvements in staffing in the Veterinary Inspectorate took place through further
delegation of inspection duties. In 2020, 39 new veterinary inspectors have been employed.
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The pocedure to recruit about 40 inspectors has been launched. It is important that this is
followed by continuous training of staff. Animal welfare legislation has yet to be fully
harmonised with the Eldcquis Implementation of legislation on animal welfareeds to be
improved, including by means of recording this aspect of the official controls at the time of
slaughter.

As regards thelacing of food, feed and animal byproducts on the market Serbia started

to implement the decree on categorisation sthlglishments for compliance with the EU
acquis The process is yet to be completed. The programme for the improvement of
management of animal fyroducts was adopted by the Government in February.

On food safety rulesand specific rules for feed the pemitted level of aflatoxins in milk
remains five times higher than permitted by the &lduis The accreditation of the national
reference laboratories directorate was extended for milk (additional methods), food and seeds.

In the area ophytosanitary policy, the procedure to recruit about 16 new inspectors was
launched. The annual programmes of plant health measures were adopted. Contracts
delegating certain tasks related to evaluating plant protection products to scientific institutions
were signed, andheir implementation started. The list of approved active substances of
pesticides was aligned with the Ea¢quis To mitigate the impact on public health and
environment, Serbia needs to step up its efforts on sustainable management of pesticides
throughfurther alignment with the Edcquisand improved implementation of the legislation

in force (e.g. collection and safe disposal of pesticides packing, training, control of application
devices, etc.).

There was no progress on adopting the frameworkslegn on genetically modified
organismsthat shouldoe alignedwith the EUacquis

6.13. Chapter 13: Fisheries

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

Serbia ismoderately prepared in the area of fisheried.imited progress was made on
implementingthe recommendation of the previous report by means of preparatory wark for
the development of an action plan.

In the coming year, Serbia still needs to:

- adopt an action plan that will ensure full compliance with the requirements of the EU
acquis 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 has yet to strengthen its policy formulation, implementation, emfiorcement
capacities in this area. The overall coordination, including coordination of customs and
veterinary inspections, needs to be improv&ductural measuresare yet to be put in place

for smallscale or inland fisheries. Legislation needs todmpted ommarket support, in line

with the EUacquis The collection of statistical data on aquaculture for 2018 was carried out
in line with theacquis Serbia should implement the rulebook on catch certification and bring
its legal framework, includingmplementation measures, into full alignment with #oguis
onillegal, unreported and unregulated (IUU) fishingas soon as a solution has been found
for the fish catch certificate issue.
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6.14. Chapter 14: Transport

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

Serbiahas a good level of preparationin this field. Some progresswas made in theg
reporting period on road safety and rail reform. However, the 2019 recommendation
overall only partially addressed.

In the coming year, Serbia should in particular:

- continue with the rail reform process, in particular by regulatagtractual relation
between the railway infrastructure manager and operators in aeffiosnt and
transparent manner, further implement adopted legislation and strengthen insti
capacities;

- continue implementing connectivity reform measures,panticular by advancing i
Intelligent Transport Systems (define strategic framework, adopt legislation, and in
capacity for implementation and enforcement); adopt credible costed rail ang
maintenance plans and start implementing them; alignsanglify road and rail borde
crossing procedures and further improve road safety by undertaking actions to
blackspots on sections with high accident rates;

- improve prioritisation and preparation of transport infrastructure to achieve best va
money. In particular, this could be achieved by strictly prioritising investments accq
to their relevance for Serbiads econ
investment decisions on feasibility studies with dwstefit analyses condudtein
accordance with EU best practices and following EU standards on procur
procedures.

As regards thegeneral transport acquis Serbia needs to revise and update its strategic
framework to reflect new developments and ensure coherence; partidalaHg overall
transport strategy and the general transport master plan. Strategic documents should be based
on option analyses, take into account regional aspects, and be properly costed. Serbia
continues to actively participate in the EU strategies Iier development of the Danube
Region and for the Adriatic and lonian Region.

Investments in transport infrastructure should be prioritised through a single mechanism,
ranked according to their relevance for Ser|
Decisions need to be based on feasibility studies and technical designs in line with EU best
practices and follow EU standards on procurement procedures, ensuring best value for money.
Currently, an increasing number of investments in Serbia do not éygslg principles.

Overall, staffing in transport institutions has slightly increased, improving capacities in the
road and rail sector (e.g. road passenger transport, rail public service contract management,
passenger rights, accident investigation andl raad rail safety) and positively affecting
international cooperation and EU integration. Administrative capacity needs further
strengthening in particular in dealing with transport of dangerous goods, road safety,
intelligent transport systems (ITS) araily notably the railway regulatory body. Serbia has

yet to adopt an overall ITS strategy, fully transpose the ITS Directive and allocate resources
for ITS implementation.

Regarding public services, Serbia has a high level of alignment with thaec&lison rail
transport, but it is only partially aligned on road transport. In August 2019, Serbia adopted a
new regulation for calculating the compensation for public service obligations for rail
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transport, which is in line with thacquis The methodology fotrack access charges still
needs to be prepared, together with the new pricing model for access to railway infrastructure.
Amendments to the law on road transportation of passengers adopted in 2018 raise concerns
regarding competition.

Onroad transport,Ser bi ads | evel o facquasis sagsfact@yn Duringgthe h t h e
reporting period, Serbia adopted eight rulebooks on road safety, although the new law on road
traffic safety is still pending. Statistics on road traffic accidents in Serbia $tad\here is no
sustained downward trend. The number of road fatalities in Serbia remains well above EU
average. Regular inspections, roadside checks and checks at premises are being carried out,
but staffing and equipment are insufficient. Strengthertiregcipacity of inspection officers

and implementing penalties for infringements of the Agreement concerning the Work of
Crews of Vehicles Engaged in International Road Transport (AETR) remain a priority.
Overall, Serbia needs to step up work on road safletgugh i) further alignment,
implementation and enforcement of road safitguis ii) education, iii) awareness raising

and iv) strengthening of capacities at national and local levels. Legislation on transport of
dangerous goods is well aligned witretU acquis it covers also transport of hazardous
substances.

Facilitating border crossing procedures and improving the road maintenance system remain
priorities. Performancbased maintenance contracting need to continue and responsibilities in
the areaof road maintenance need to be further clarified. Serbia needs to address the issue of
potentially discriminatory road charges against foreign operators.

On rail transport, reforms continued and the operational and financial sustainability of
independentailway service/infrastructure operators is improving. Serbia regularly updates its
railway network statement but it is not yet fully compliant with thedfduisand Ser bi aod
negotiating framework. In 2019, Serbia adopted five regulations governingailaeayr

market, 11 rulebooks on rail safety as well as a rulebook on licences for rail transport
services. Il n November 2019, Serbiads transp
Declaration on European Railway Safety Culture, which aims to raigeeness and promote

a positive safety culture throughout the industry. Positive developments have been noted on
rail market opening with nine private freight companies operating on the market in 2019.
However, further efforts are required to ensure theketafully opens, including on the

issuance of train drivers licenses and safety certificates for railway undertakings, and mutual
recognition of the rolling stock.

Serbia provisionally published all 11 technical specifications for interoperability. All
specifications need to be adopted and implemented, and railway infrastructure has to be built
accordingly. Human resource development plans should be available for all authorities
dealing with railways, reflecting the technological and administrative dewelots in the
railway field. The role and capacities of the Railway Directorate should be strengthened.

Legislation onmaritime transport is well aligned with the EUacquis Serbiads | a
maritime navigation complies with the Elcquis on vessel traffic monitoring and
information systems. Serbia should continue implementing international conventions.

In inland waterway transport, Serbia continues to improve its level of alignment, which is
already high. Serbia has an operational river informasienvices system which is highly
interoperable with those of EU Member States. Serbia has signed the main international
agreements on inland waterways, such as the Belgrade Convention and the Framework
Agreement on the Sava River Basin as well as bilasggedements with its neighbouring
countries. Serbia continues improving its infrastructure for inland waterway transport
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services. Improvements to the river ports network statement and the strengthening of
administrative capacity are still pending.

Serbiahas a good level of alignment with the EA¢quis on aviation, and continues
improving it. Serbia is close to fulfilling all obligatiorstipulated in the first transitional
period of the European Common Aviation Agreement. On the Single European Sky (SES),
Serbia completed its transposition process and the local implementation of SES | and SES I
on air traffic. No tangible progress wasde regarding lifting the suspension of articles on
the licensing of air carriers and the normalisation of the lower airspace regime over Kosovo,
which remain important priorities.

There is no specific legislation @ombined transport. For the second yeaBerbia has been
allocating funds to promote the development of combined transport. Construction of the first
modern intermodal terminal in Belgrade is expected to start in 2020.

6.15. Chapter 15: Energy

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

Serbia ismoderately preparedin this field. Limited progress was made including on last
year 6s r e c o mcheemareessentiah Serbiawhould therefore:

- fully unbundle and certify Srbijagas, Transportgas and Yugorosgaz, and develop
competition in the gas market, ensure tipedty access to the gas network as well as
implement the conditions requested by theefgyg Community Secretariat on the
exemption of Gastrans;

- fully implement outstanding connectivity reform measures as committed to under the
Connectivity Agenda including filing for Elektrosever licencing urgently in the context of
establishing a regionalectricity market;

- advance on green energy transition: strengthen human resources capacity and [promote
investment in energy efficiency and in substitution of coal power plants with gas and
renewables, implement consumptibased metering and billing amdove towards cost
reflective electricity prices.

Serbia maintained a high level of alignment with the &tdjuis on security of supply
including on emergency oil stocks. In September 2019, Serbia adopted an emergency
response plan for oil stocks. Oil stgckontinue to increase slightly, corresponding, in June
2020, to 20 days of average daily consumption. However, the lack of gas market opening and
third party access to the gas network could affect security of supply in the gas sector.
Preparations for thgas interconnector with Bulgaria have continued. The construction permit
was issued in September 2019 and the tender documentation is currently being prepared.
Serbia also continued preparations to upgrade the -Balkan electricity corridor, in
particdar the transmission line connecting Serbia with Bosnia and Herzegovina and
Montenegro and the transmission system in Western Serbia. The construction contract for the
400 kV line Kragujevadraljevo was signed in February 2020 and works commenced in June
2020.

Serbia is still delaying the implementation of its energy agreement with Kosovo. Following
approval of a new connection agreement between the Kosovo transmission operator and the
European Network of Transmission System Operators for Electricity ENT.S&®erbia has
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not yet filed for the licencing of Elektrosever. Serbia did not make progress in setting up
regionally coordinated auctions with its Western Balkan neighbours.

As regards thenternal energy market, Serbiads primar ywitHteegi sl at

EU6s third energy package. Trading vol umes
continued to increase. In June 2019, Serbia introduced a new product on the market, the
Opower futures?o. The el ectricit wngloraly amenci ng
provider of bal ancing services. The functi

transmission system operator, needs to be completed in line with requirements under the
Energy Community Treaty.

The unbundling of yEdSShutionSsstemi opavasor, wals doorally i ¢ i t
completed with the adoption of a new statute. However, concerns remain over how effective
functional unbundling is implemented in relation to independent deeamsaking. Serbia
established a new gas transmissmmpany, Transportgas, and transferred 246 employees
from Srbijagas to the new company. However, transfer of assets and contracts, the adoption of
the grid code, certification and the functional unbundling of Transportgas in accordance with
the third enegy package have yet to take place. There is no-party access to the gas
system infrastructure of Srbijagas and Yugorosgaz and their unbundling is still pending. The
energy regulator AERS revoked the certificate issued to Yugorosgaz Transport, as the
company did not comply with unbundling legislation. The AERS decision to exempt the
Serbian part of the Balkan Stream pipeline project from third energy package rules is still
valid. It only partly reflects the conditions set by the Energy Community Seetetin
February 2020, AERS certified the Balkan Stream promoter Gastrans and approved the
network code in April 2020.

Electricity and gas supply prices are deregulated for all customers. Households and small
customers have the right to be supplied undgulated prices. In 2018, the nmegulated

market slightly increased and accounted for 48.6% of totalused electricity consumption

and 85.3% of total endser gas consumption. In the same year, some 3.4% of delivered
electricity quantities and 8.4%f gas quantities were subject to supplier switching. There is
still no timeline for the phaseut of crosssubsidies between network and supply activities of
Srbijagas. Electricity prices should cover
reforms, including transition from coal production to renewables, and take into account social
security implications. The electricity price regulation needs to be modified accordingly.

The Serbian Energy Agency is legally and functionally independent fronotiuey public

entity. It still has to establish a track record for enforcing compliance of regulated companies
with Serbian and Energy Community law in all cases. Staff levels are still insufficient to
allow the agency implement all regulatory responsiesgiunder the third energy package and
the newacquisupfront. Further increasing the number of employees from the current 44 to
51, as envisaged in the organigram, is pending.

On hydrocarbons, Serbia has yet to align its legislation with the Hydrocarbmerising
Directive, especially regarding conditions for granting and using authorisations for
prospection, exploration and production.

On renewable energy Serbia further progressed on transposing Btfjuis into its

legislation. Serbia adopted several gei® of secondary legislation on #Higels but
implementation is pending. Biluels are not yet used in the transport sector. Human resource
capacity in the Ministry of Mining and Ener g
September 2019, EMS tame a full member of the European Association of Issuing Bodies,
ensuring that Serbian guarantees of energy origin are accepted by other members. The latest
data for 2018 show that renewable sources accounted for a share of 20.32% of gross final
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energycaosumption, which is wel/ bel ow Serbiaods
2020. Total capacity of wind power installed now exceeds 400 MW, while total capacity for
other renewable technologies not including big hydropower plants is 100 MW. Seeoia n

to intensify its efforts to switch from feed tariffs to an auctiofbased scheme. Implementing
legislation to enable prosumers to interact with the energy market should be adopted. Any
further development of hydropower should be in line with EUremvnentalacquis

Serbia achieved some progresseirergy efficiencyby adopting ruleson energylabelling

Serbia still needs to adopt amendments to the law on efficient use of energy, improve energy
audits and energy management, and implement requiternrethe field of ecalesign and
related secondary legislation. Further secondary legislation is necessary to achieve full
alignment, in particular with the Directive on Energy Performance of Buildings. In November
2019, Serbia submitted the third annteghort under the Energy Efficiency Directive. Serbia

is not taking the necessary steps to implement consurdpieed metering and billing in
district heating on a large scale. This is a prerequisite for implementing energy efficiency
measures in resideatibuildings. During the reporting period, human resources in the line
mini stryds depart ment for energy efficiency
insufficient. Since July 2019, Serbia has been applying a new fee on energy efficiency, but
does not allocate funds in full to finance energy efficiency measures. Better coordination and
policy alignment between the Ministry of Mining and Energy and the Ministry of Finance is
necessary, also in view of establishing a sustainable financing system.

On nuclear energy, nuclear security and radiation protection Serbiads | egi ¢
partially in line with the EUacquis In August 2019, Serbia submitted its first National Report

on the Nuclear Safety Convention. In March 2019, Serbia applied to bguantyeto the

agreement between European Atomic Energy Community andEdocountries on the early

exchange of information in the event of radiological emergency (ECURIE); signing
procedures are under way. Nei t heitsalfarelonbd a 6 s 1
uranium mine are licenced. Licences for two old storage facilities expired in November 2019.

An action plan has yet to be drafted for decommissioning the research reactors. The new
radioactive waste processing facility has not been liceyet¢dActivities to improve the

radi ol ogi cal and security situation at the V
Serbian Radiation and Nuclear Safety and Security Directorate increased from 21 to 32.
Serbia transferred nucleeglated tasksand staff from the Ministry of Environmental
Protectionbds inspectorate to the Directorat e
matters and its financing is sufficient to ensure its proper functioning including being able to

carry out inspection

6.16. Chapter 16: Taxation

EU rules on taxation cover valteded tax and excise duties as well as aspects of corporate
taxation. They also deal with cooperation between tax administrations, including the
exchange of information to prevent &vasion.

Serbia ismoderately preparedin the area of taxatiorSome progresswas made with the
ratification of the OECD Convention on mutual administrative assistance in tax matters

( MAC) as wel |l as on further r efeoommendafionst he t
were thus partially implemented.

U

In the coming year, Serbia should in particular:

- remove discrimination in the application of excise duties on imported spirits;
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- continue with implementation of the tax administration reform programmeder @o
streamline the tax administrati@nactivities while ensuring sufficient human and
resources for this purpose, improve tax collection and combat the informal economy.

T

In the area ofndirect taxation, amendments to the law on VAT were adopte®uctober

2019. Some of these amendments, such as. those concerning the calculation of VAT for
supplies involving vouchers, or those on lowering the threshold for VAT refund to foreign
travellers, are aimed at further aligning with the EU legislation. Th& Véw was also
amended to exempt goods used in the construction of infrastructure of public interest. Specific
andad valoremexcise duties continue to be applied on tobacco products and the minimum is
set twice a year. Excise duties on fuels are onlyypharmonised with the El@dcquis With

regard todirect taxation, amendments to the laws on income tax, corporate tax and property
tax were adopted in December 2019 as well as on contributions to mandatory social
insurance. The laws aimed to reduce the wexige on salaries in order to stimulate the
increase in salaries and the creation of new jobs. Tax and contribution relief is envisaged for
the first 3 years of employment, including for returnees from abroad. While the laws were
adopted through the regul parliamentary procedures, insufficient time was given to public
consultations, including on specific fiscal secondary legislation. Business associations were
not sufficiently consul ted resul ting i n t
predictabiity. In response to COVIEL9 pandemic and with the aim to help businesses, the
government adopted in March a set of measures that included personal income tax and social
contributions deferrals and postponement of second quarter profit tax payment tq2921.
economic effects of the pandemic in terms of increased unemployment and the reduction in
disposable income and consumption will impact revenue from both direct and indirect taxes
and consequently the country’s overall fiscal performance.

As regads administrative cooperation and mutual assistanceSerbia ratified the OECD
Convention on mutual administrative assistance in tax matters (MAC) in August 2019. Serbia
has double taxation agreements with 26 EU Member States (no agreement with Pamtiigal)

it remains committed to apply the OECD base erosion and profit shifting minimum standards.

Efforts to improveoperational capacity and computerisationof the Tax Administration and

to fight tax evasion, notably on VAT and excise duties, have resulteeltter tax collection.

The Tax Administration still lacks administrative capacity and adequate staffing. The
implementation of the 2018020 general programme for transformation of the Tax
Administration, and revised the 202823 action plan for its iplementation have continued

and accelerated. The number of field offices has been reduced (from 78 to 37) as of July 2019.
Somenorcore activities have been trans-toeerred t
activities sectoronsstrhtwobhhimhéeheamlgeg Adm
partly reorganised and its development programme for-2028 adopted. The Strategic Risk
Department has intensified its activities. A number of training sessions have been organised in
2019. Further effds are still needed to improve the predictability and consistency of tax
decisions and provide timely and good quality services to tax paippseal procedures

against Tax Administration decisions remain lengthy.

6.17. Chapter 17: Economic and monetarypolicy

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 financial surveillance.

Serbia ismoderately prepared and has established a good institutional and administrative
framework in the area of economic and monetary poli®gme progresswas made i
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economic policy coordination, in particular in designing and prioritising structural reforms.
Despite tle progress in implementing the reforms, in particular those related to the business
environment, the pace of implementation needs to be further improved. The implementation
of the budgetary procedure has improved. Recommendations of the 2019 reportrirahe pa
implemented.

In the coming year, Serbia should take measures to:

- further align the legislation on National Bank of Serbia (NBS) with theaguisto
ensure its full independence;

- strengthen fiscal rules by making them more binding and capaldaabloring fisca
policy.

On monetary policy, the legal framework for the NBS is well developed. According to the
law,3pr i ce st abi | i t y objedivefulyen lind &ith dhe primaryi ohjectived |
the European System of Central Bankke public sector does nditaveprivileged access to
financial institutionsHowever, further efforts are needed to comprehensively ensure the NBS
independence and prohibition of monetary financing in line with thad&tjuis

With regard toeconomic policy further alignment with the Directive on Requirements for
Budgetary Frameworks is needed. The overall institutional environment related to the budget
process has improved, but remains challenging. The submission time of the 2020 draft budget
allowed more timdor a parliamentary debate than in the previous year. After four years, the
authorities submitted the final annual budget execution -2014 reports to the Parliament.

The alignment of fiscal reporting with the European System of National and Regional
Accounts (ESA 2010) is incomplete and improvements are happening slowly. Programme
budgeting needs to be strengthened and administrative and IT capacity bolstered. Fiscal rules
are weak, notinding and unable to anchor fiscal policy. The adoption of newalfigiles

was delayed. The Fiscal Council is an independent institution and actively participates in
debates over economic and fiscal policy.

In response to the COVHD9 pandemic, both economic and monetary policy had to be
adjusted, and appropriate me@su have been taken in the immediate aftermath of the
beginning of the crisis. While the overall impact is impossible to envisage, it is certain that the
negative impact on overall economic and notably fiscal performance will be significant.

The 20®-2022economic reform programmewas submitted on time. As in previous years,

its analytical diagnostics are well prepared. The structural reform framework is coherent and
sufficiently comprehensive. In order to strengthen tmristerial coordination,r/aEconomic
Analysis Unit was created within the Public Policy Secretératd is now fully operational.
However, as the implementation of some of the key reforms has been delayed, particularly in
the energy sector, further efforts are needed to imptowecapacity for economic planning

and interinstitutional coordination as well as budgeting.

6.18. Chapter 18: Statistics

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

Serbia ismoderately prepared in the area of statisticSome progresswas made on th

i mpl ement at i on licyoreconmargldtionsy & goarticglar, the compilation| of
macroeconomic statistics has significantly improved in line with the European System of
Accounts (ESA) 2010. The submission of statistical data to Eurostat has also continued to
improve. However, theew statistical law has yet to be adopted. The Statistical Office needs
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to retain highly qualified staff and recruit additional staff to meet the obligations of the EU
acquis

In the coming year, Serbia should in particular:

- adopt the new statistical law to increase the independence of the Statistical Office;
- continue preparations for the population and housing census 2021,

- further improve compilation of macroeconomic statistics in line with ESA 2010.

The legal framework foistatistical infrastructure is largely in line with the European
Statistics Code of Practice. The long pending law on official statistics enhancing the
professional independence of the Statistical Office (SORS) has still not been adopted,
resulting in thedck of progress in this area. The administrative capacity of the SORS needs to
be further strengthened, as its operations remain hampered by the lack of skilled staff. The
SORS has signed memoranda of understanding with a large number of administrative dat
providers, but further efforts are needed to broaden and develop this cooperation in order to
improve quality of statistical production. The SORS has continued to increase submission of
data to Eurostat, but the coverage of data submission needs tthiee éxpanded. The main
classifications (NACE Rev. 2, ISC@B) are aligned with the Eldcquis Registers are
updated regularly.

Concerningterritorial classification, Serbia has continued to compile regional ESA 2010
data and submit them to Eurostat. $nprovided regional accounts data at level 2 and 3
according to the new benchmark for national accounts, but the number of years is not yet
uniform across variables.

Regardingmacroeconomic statisticsthe SORS continued to compile quarterly and annual
GDP at current and constant prices. Seasonally adjusted quarterly national accounts are sent
to Eurostat. In 2019, the SORS completed the implementation of the benchmark revision of
its GDP back data to eliminate the breaks in series. Revised GDP da&9%20D4 were
published in October 2019, completing the data set from 1995. Serbia has sent annual data on
employment, compensation of employees and gross wages and salaries f&0PD15
However, all quarterly data on employment, compensation of emgl@ayekbgrows wages are

yet to be provided. Quarterly sector accounts have yet to be compiled. Serbia has further
advanced work on compiling supplge and inpubutput tableg the tables for 2022017

were published in September 2019 and transmitted toskair The SORS sends gequhlity

monthly data on international trade in goods according to the required breakdown by
mandatory partner country. However, further efforts are needed to complete the compilation
of trade by enterprise characteristics (TE@tadto meet all requirements set out in the
compilers guide on TEC. The NBS compiles the monthly and quarterly balance of payments,
as well as quarterly international investment position data, in compliance with the Balance of
Payments and Internationalviestment Position Manual (BPM6). It sends annual data on
international trade in services in accordance with the Balance of Payments Vademecum. The
SORS continues to provide the Commission twice a year with notification tables for the
excessive deficit pradure (EDP) that are jointly prepared with the NBS and the Ministry of
Finance. The number of submitted tables increased in 2019; yet the quality and completeness
of the EDP notification data and the government finance statistics need to be further
improved. NBS is setting up the system for compiling the financial accounts statistics, but the
system needs to be further developed. Continued efforts are needed to produce the complete
data required by the ESA 2010 transmission programme.
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With regard to structal business statisticsdata coverage is not yet fully in line with the EU
acquis but methods for sending data have been established. Most of the data on internal
tourism and some data on national tourism are collected. For inland waterway, road and
railway transport data are collected but need to be further harmonised wdbaiie Air
transport statistics are already fully compliant. Serbia fully complies with thadguisin
research and development statistics as all R&D sectors are covered giicatatiirvey. The
Community innovation survey is conducted regularly every two years and the data are sent to
Eurostat. The annual surveys on information and communication technology fully meet EU
standards and are carried out regularly, covering houwshalividuals and businesses.
Serbia is fully compliant for most of the shéetm business statistics indicators.

Serbia partially complies with the E&tquison social statistics The survey on income and
living conditions is carried out regularly inropliance with EU standards and data are sent to
Eurostat. Social protection, labour market and labour cost statistics are broadly in line with
the acquis Serbia carries out the labour force survey (LFS) according to the regulations and
promptly sends gooduality data to Eurostat. It also promptly provides good quality LFS
quality reports (annual and quarterly). The LFS data are disseminated regularly. The
fieldwork for the structure of earnings survey was carried out in 2019. Work to produce
statistics orjob vacancies is only progressing slowly. Public health statistics in line with the
acquisare not yet fully available. In particular, causes of death statistics arelxpenditure
healthcare data are highly compliant, while expenditure healthcardictatind European
health interview survey data are lacking. However, European health interview survey (EHIS)
was conducted in 2019 and data submission is expected in 2020 (in line with the EHIS
regulation). Statistics on external migration and asylum atleated by the Ministry of
Interior, and are only partly harmonised with the relevant EU requirements. Further
harmonisation is needed, particularly on reporting on issuing residence and work permits and
on migration. Statistics on education and vocalidrgining are partly compiled. Serbia
progressed in preparing the methodology and the technical specifications for the next
population and housing census in 2020/2021. A pilot census was conducted in April 2019 in
51 municipalities/cities, with two dataolection techniques tested. The law on census of
population was adopted in February 2020. Other activities related to the 2021 population
census are ongoing.

Regardingagricultural statistics, Serbia is highly compliant in producing crop statistics,
livestock 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. Regular submission of data on activity of hatcheries ggsl fer consumption
started in 2019. Further efforts are needed in continuing the development of a vineyard
register, which is established but not fully in use yet. Preparations for agriculture teéasus

take place after the 2021 population cerisaseongoing. The farm structure survey 2018 has
been conducted and data was sent to Eurostat, together with the national methodological
report, in June 2019.

The annual and monthlgnergy statisticsare produced for all relevant energy sources: coal,
electricty and gas data are regularly seMaste and water statisticshave been collected
and data on waste treatment infrastructure are regularly submitted. Swainenmental
accounts dataare produced, while some new data, particularly on environmental godds a
services sector accounts, has started to be produced.

6.19. Chapter 19: Social Policy and employment

Serbiais moderately prepared in the areaof social policy and employment.Serbiamad
limited progressin furtheraligningits legislationin this areawith the EU acquis Regardin
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lasty e aCommissiorrecommendationfudgetallocationsfor activelabourmarketpolicies
slightly increasedn 2019 but decreasedgainin 2020.They areby far too low to coverthe
numberof jobseekersOtherrecommendationsf lastyearremainvalid.

Thereforejn the comingperiod,Serbiashouldin particular:

- ensureadequatdinancialandinstitutionalresourcegor employmentindsocialpoliciesto
moresystematicallyargetthe young,womenandlong-termunemployedandimprovethe
adequacyf socialbenefitsfor peoplebelowthe povertythreshold;

- significantlystrengtherthe bipartiteandtripartite socialdialogueat all levels;

- ensureconsistenimplementationof the labour and social welfare legislationthroughou
thecountry.

The action plan for aligning with the EBlcquisin social policy and employment in the
context of chapter 19 of the accession negotiations was adopted in May 2020.

In the field oflabour law, the law of 2014 is only partially aligned with the Bthuis Serbia
adopted a Law on Work through Temporary Employment Agencies in December 2019. A
new law on the right to strike has yet to be adopted. The proportion of undeclared work stood
at 18.2%at the end of 2019Labour inspections have focused on tackling undeclared work,
but do not yet have a significant impact. The law on inspection oversight needs to be amended
to comply with the relevant International Labour Organisation Conventions thatatiéies

by Serbia, notably to ensure that labour inspectors are empowered to enter workplaces freely
and without giving notice.

In the area ohealth and safety at work a draft law on health and safety at work has yet to

be adopted. Serbia adopted impénting legislation on health and safety measures for work
on display screen equipment and work during exposure to noise and to vibrafiensa

record number of fatalities in the workplace in 2018 (53), the number of fatal injuries in 2019
increased father to 54, with the majority of cases occurring again in the construction
industry. This was linked to a sharp increase in the number of construction sites, but also to
the lack of enforcement of the health and safety legislation in place.

Social dialogie remains weak, in particular regarding the involvement of social partners in

policy developments relevant to them. Serbia still needs to adjust the legal framework and
strengthen the capacity of social partners to foster the use of collective barg@euttayal

collective agreements are typical in the public sector. However, they are hardly concluded in

the private sector. No progress was made in tripartite dialtgtiee second half of 2019, the

minimum hourly wage was increased by 11.1% by meana gbvernment decision, as
consensus could not be reached within Serbia

On employment policy, labour market indicators continued to improve in 2019. The
employment rate for 164 year olds increased from 58.8% in 2018 to 60iA%2019.
Unemployment went down from 13.3% in 2018 to 10.9% in 2019, while the activity rate
increased from 67.8% in 2018 to 68.1% in 2019. Youth unemployment decreased from 29.7%
in 2018 to 27.5% in 2019 but remains high. Laagn unemployed people, wam, young

people and lowskilled workers still face severe challenges integrating into the labour market.
Measures aimed at promoting the employment of Roma have yet to deliver results. Budget
allocations for active labour market policies slightly increase2019 compared to 2018 but
decreased again in 2020.They are by far too low to cover the number of jobseekers. Only 28%
of people who are registered as unemployed benefit from a measure, and most measures are
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oneoff actions such as jebearch trainingsessions and job fairs. The 2020 national
employment action plan was adopted in December 2019. The first report on the
implementation of the employment and social reform programme (for-2016) was
eventually published in April 2019 and the second reffor 2018) in February 2020.

In the context of the COVIEL9 outbreak, aid instruments were introduced for preventing
layoffs and negative labour market trends, by means of direct grants for employee salaries and
postponement of tax and social contribnio Workers engaged on a contract basis
(temporary or seasonal work contracts, service contracts, agency contracts, vocational training
and advanced training contracts, supplementary work contracts) are not covered by these
measures. The impact of the panmdc on unemployment needs to be closely monitored and
adequate measures implemented.

There were no developments as regards preparations f@utipean Social Fund apart
from a few awarenegsising events.

In the area ofocial inclusion and social potection, in 2018, 7.1% of the population was
considered to be living in absolute poverty (7.2% in 2017). According to the survey on
income and living conditions (SILC), carried out for the sixth time in 286, atrisk-of-

poverty rate was 24.3% (ERB 17.1%) and the atisk-of-poverty or social exclusion rateas

34.3% (EU28 21.8%)As in previous years, there is more poverty in rural areas than in urban
areas (10.4% vs. 4.8%). Some 10% of employed people are at risk of poverty, which means
that they canot fulfil their basic needs, despite working. Some 58.4% of the population is
subjectively poor, i.e. they respond to the
ends meetd with o6difficulty©6 anbottodaofthelstt di f f
of European countries that conduct SILC surveys. Inequality in income distribution stood at
35.6% of the Gini coefficient according to income in 2018. The income quintile ratio was at
8.58 and is hence considerably higher than the Ethgeeat 5.12The impact of the COVID

19 pandemic on vulnerable individuals needs to be closely monitored and adequate measures
implementedA new strategy for social protection in Serbia for 2@D25, amendments to

the law on social welfare, and a drédtv on social cards, are still pending. Payments for
maternity leave were reduced as a result of the 2018 amendments to the law on financial
support for families with children, as women now need to have worked 18 consecutive
monthsi instead of 12 monthsrior to the amendmenisto be entitled to the full amount of
maternity compensation. The coverage and adequacy of cash benefits to provide for essential
needs is insufficient to cover essential needs. In addition, the quality and coverage of service
needto improve, and oversight and regulatory mechanisms, monitoring and evaluation should
be strengthened. No progress was made in -legal social care services or in the-de
institutionalisation process. The system of earmarked transfers introduced irbyQhé

social welfare law is still not implemented systematically and transparently. Budgetary
allocations are now available annually, but without maminual commitments that would

allow for the continuity of service provision at local level and foradencebased system of

priority setting and monitoring of results.

In the field ofnon-discrimination in employment and social policy the authorities need to

step up their efforts on implementing recommendations from the Commissioner for the
Protectionof Equality on developing an ardiscrimination policy for employers in Serbia
(6Equality Code of Practiced). A new | aw on
the law prohibiting discrimination, have yet to be adopted.

In the area okqual opportunities between women and menn employment and social
policy, the employment rate for men (68 years) is 12.8 percentage points higher and their
activity rate 13.6 percentage points higher
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i) unpaidwork in the household, including care of children, sick and/or elderly people; ii)

i nadequate support i n reconciling wor k an
discriminatory treatment of young women; iv) the existing wage gap; V) lower statutory
retirement age; and vi) the existence of a statutory minimum base for social insurance
contributions, which discourages formal ptamte work. Although the legislation grants both
maternity and paternity leaves, gentlesed stereotypical preconceptions sggtr about
childcare and household work being a woman's responsibility. The lack of state services for
childcare in rural areas increases the amount of unpaid household work for women. Women
have been at the frontline of the COVID pandemic, as healthearshop and pharmacy
workers. Closure of businesses is expected to have a negative effect on-dwmeated
professions.

6.20. Chapter 20: Enterprise and industrial policy

EU enterprise and industrial policy strengthens competitiveness, facilitatesuséduchange
and encourages a businesgendly environment that stimulates small and medium size
enterprises (SMEs).

Serbia ismoderately prepared on enterprise and industrial policfome progresswas
mad e, i n particul ar on the new strategy fo
recommendationsemain to a large extent valid.

In the coming year, Serbia should in particular:

D

- develop an action plan for the implementation of the new industrategy using the
findings of the smart specialisation exercise and start with its implementation;

- make further efforts to improve the predictability of the business environment, with the
emphasis on involving business more directly in the procesgafation.

The main tool ofndustrial policy remains the strategy and policy for industrial development:

the new strategy for industrial development 2@BB0 was adopted in March 2020. However,

an action plan outlining concrete actions for its implemmigon has yet to be adopted. The
action plan should be developed using, among others things, the findings of the smart
specialisation exercise. The new strategy puts an emphasis on replacing the current model of
competitiveness based on cost advantage ¢heap lowskilled workforce) by skiHbased
advantage, i.e. knowleddmsed industries. The 202030 strategy also has a mix of
horizontal policy measures implemented in six specific areas in order to achieve specific goals
as well. A Smart Specialisati Strategy was also adopted in February 2020.

Onenterprise policy, the strategy to support the development of SMESs, entrepreneurship and
competitiveness 2018020 is being implemented and remains a relevant policy document.
An independent miderm evaluion of the strategy was conducted in early 2019. A new
strategy is planned for 2020. As a response to the C&Iutbreak, the government
adopted a set of measuredeferral of tax obligations, payment of salaries to employees
primarily aimed at assisig SMESs, access to additional lodnwhich all aim to alleviate the
negative consequences of the crisis for businesses. By June 2020, the number of companies in
the privatisation process fell to 72 from 87 at the same time the year before. This does not
meet the target set by the Serbian authorities (50 companies by the end of 2019) due to a lack
of interest on the part of investors for most of the companies in the portfolio.

Serbia needs to increase predictability in bisiness and administrative envionment, in
particular for SMEs. To this end, performance measurements for {méiking activities
Sshould be devel oped and more emphasis put on
A multiannual reform aimed at optimising and improving the f{ansncy of all
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administrative procedures is under way. Proposals for optimising these procedures are drafted
in consultation with the private sector. After attempting to streamline and increase
transparency as regards the system of-pacal charges in@18 through the Law on Fees for

the Use of Public Goods, some charges (e.g. the environmental fee) were (re)introduced in
2019, without proper public consultation. The lack of transparency in adopting such
(secondary) legislation negatively affects bussnpsedictability. In particular, Government
decisions in a number of businesselevant areas are occasionally taken without appropriate
consultation and under such time constraints that businesses do not have sufficient time to
plan their operations und@ew rules. The regulatory impact assessment and the SME test
need to be systematically carried out when formulating laws and secondary legislation. In
general, businesses need to be better informed about regulatory changes and be invited to
provide inputin the process leading up to the adoption of legislation or rules.

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
businessrelated services limits the potential of domestic companies to modernise. Favourable
loans and guarantees for SMEs are provided by the Ministry of Economy and Development
Fund through joint programmes with commercial banks, including through the EU
progamme for the competitiveness of small and medsiged enterprises (COSME) and the
Instrument for Preaccession Assistance (IPA). These programmes provide financial support
for the purchase of production equipment, financial support towgtartand finacial support

for development projects. New financial instruments need to be developed to better respond to
the needs of companies, particularly the most innovative ones. Serbia successfully participates
in the EUG6s COSME progr anomme ifnorC OSSMEESO swintah op a
Erasmus for Young Entrepreneurs and the Enterprise Europe Network, giving opportunities to
build business and technology partnerships between SMEs from both sides. With regard to the
payment discipline, Serbia should spaga in aligning its rules on payments, indemnity
interest rates, expedited recovery procedures and compensation with the EU Directive in this
area.

In sectoral policies the current support for investment continues to prioritise manufacturing.
The new imdlustrial strategy should take into account the findings of the smart specialisation
pilot project and decide whether some sectors merit more support than others. Until recently,
the approach in poliegnaking was not sectepecific, resulting in the lackf @pecific sector
policies and programmes (except for tourism). This has changed recently as four sectors (food
processing, wood and furniture, rubber and plastic, and machinery and equipment) have been
identified as sectors with highest growth potentiahoag industries. Monitoring and
evaluation will be carried out based on specific sectoral strategies.

6.21. Chapter 21: Trans-European networks

The EU promotes traASuropean networks in the areas of transport, telecommunications and
energy to strengthethe internal market and contribute to growth and employment.

Serbia ismoderately prepared for transEuropean networksSome progresswas made
overall. Positive steps were taken on the 2019 recommendation on the gas interconnector with
Bulgaria. The other recommendations from 2019 remain fully valid.

In the coming year, Serbia should in particular:

- revise and adopt an updated transpsirategy in line with EU guidelines for the
development of trarREur opean transport net wor k sj, pr o
strategic framework for transport;
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- strengthen administrative capacities for transposing, implementing and enforcing the
TransEuropean networkacquis

Ontransport networks, Serbia made limited progress on connectivity reform measures in the
framework of the Western Balkan 6 connectivity agenda. Multiannual maintenance plans and
their implementation as well as more efficient lardrossing procedures for road and rail

need to be addressed more rigorously. Serbia must ensure that its transport network projects
are implemented in line with the TEN regulatory framework, in addition to fulfilling EU

standards on public procuremestate aid and environmental impact assesments. All rail
infrastructure needs to comply with the EUESC
Additionally, investments need to be implemented in accordance witkbenstit analyses

following EU bestpractices.

In September 2019, the Secretariat of the Transport Community was inaugurated in Belgrade.
Serbian authorities supported the opening of the Secretariat and the smooth start it made, and
actively participated in its work (Regional Steering Coittee meetings, technical
committees on railway, transport facilitation, road safety and road). In the coming period,
intensive cooperation on all substantive transport matters will be key and Serbia should
continue to intensify its cooperation under thrarisport Community Treaty.

As a reaction to the COVHR9 pandemic, green corridors were established and are
functioning effectively throughout the major corridors.

As regards road infrastructure, the construction of the OrientNEadtcorridor (CorridotX)

was finalised in 2019. The part of the corridor going towards the border with North
Macedonia (May 2019) and the part going towards the border with Bulgaria (November 2019)
were both opened. Const r uéMerdarehigbways expestedf i r st
to start in 2020. As regards r aiiDimitiovgfad ast r u
railway line, due to start in 2019, were delayed. Serbia actively pursues upgrading its inland
waterway infrastructure.

On transEuropearenergy networks, administrative capacities for transposing, implementing

and enforcing the Eldcquisremain insufficient and need to be improved. Energy networks
need to be upgraded in line with EU legislation on taasopean networks. Serbia continued

to prepare forthe upgrade of the TraiBalkan electricity corridor, in particular for the
overhead transmission line connecting Serbia with Bosnia and Herzegovina and Montenegro
and the upgrade of the transmission system in Western Serbia to 400 kV voltage level. Good
progress was made on the gas interconnector between Serbia and Bulgaria. In September
2019, state authorities issued the construction permit: the preparation of the tender
documentation is underway.

6.22. Chapter 22: Regional policy and coordination of stuctural instruments

Regional policy is the Es mai n t ool for i nvesting in su
growth. Member States bear responsibility for its implementation, which requires adequate
administrative capacity and sound financi al

Serbia ismoderately prepared on regionalpolicy andcoordinationof structuralinstruments,
Limited progress has been made in last y e a reéosnmendationsstarting with the
implementatiorof theadoptedactionplanfor meetingthe EU cohesiorpolicy requirements.

The 2019 recommendations remain largely valid also in the coming year, Serbia should in
particular:
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- timely implement the adoptedaction plan for meeting the requirementsof the EU
cohesionpolicy, including nominating the institutions and bodiesfor coheson policy
implementationasnecessargndappropriaten view of therevisionof this EU policy;

- ensure adequate capacity to manage indirect management programmes under EU
pre-accession assistance and guarantee that the key positions in the struetfilied an
a permanent basis;

- speed up the implementation of IPA Il gaecession funds in order to avoid lasnhute
contracting.

Further preparatory work was carried out to introducelegeslative framework for EU
cohesion policy into the nationalstgm. In November, the Ministry of European Integration
established a working group to draft the law on cohesion policy by the end of 2020. The law
should define the goals of cohesion policy, introduce key principles and establish the legal
basis for degloping the institutional framework for implementation of cohesion policy.

The transposition of key legislation under other chaptersgequison environmental impact
assessment, ardiscrimination legislation, public procurement, and state aid control) is a
prerequisite for using European structural and investment funds. Multiannual budget planning
is regulated through the law on the budgestey. National cdinancing for EU pre
accession programmes is ensured at project level. A systematic approach to ensure national
co-financing for multiannual cohesion policy programmes needs to be developed.

Theinstitutional framework for cohesion policyhas still to be decided. The appointment of
institutions and bodies to implement the cohesion policy, planned for 2019 in the action plan,

has been delayed and should be advanced, along with building up their capheity.
institutional framework formampi ng t he E UG s -accessionrAssistennet(IPA)or P
is in place. However, the implementation capacities of the indirect management structures
need to be improved in order to ensure timely and efficient contracting and implementation of

IPA programnes.

Weaknesses in thedministrative capacity in key institutions managing EU funds still need

to be addressed. The continuous changes in key managerial positions within the indirect
management structures and appointments in acting functions make @ systtable and

limit the capacity to smoothly implement programmes. The high turnover of staff also
remains an issue to be tackled in the context of the public administration reform, with the
development of an appropriate retention policy in the publictose The practice of
contracting a large proportion of IPA funds very close to the contracting deadline needs to be
avoided.

Capacity building activities for managing EU fecession funds and for introducing
cohesion policy have continued. The trainocaurses provided by the National Academy of

Public Administration i nclude the progr amme
assistance and EU fundso as part o f the ge
Regarding cohesion policy, two courseswe pr ovi ded: Al ntroducti on
and APl anning and programming in the context

In the area oprogramming the Law on the planning system aims to improve the system of
public policy management and medium teplanning allowing for better links between
public policies and the mediuterm expenditure framework. Regarding the need to allocate
resources efficiently and build sector pipelines for future structural funds management, Serbia
adopted the Decree on Capital Prtgedvlanagement in July 2019, establishing a system for
preparation, selection and monitoring of capital investments. However, Serbia needs to ensure
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that the full methodology of the decree is applied to all capital investments regardless of the
type of inwestment or the source of financing, including those under intergovernmental
agreements.

On monitoring and evaluation, the relevant monitoring committees set up under indirect
management continue to meet regularly. The evaluation plan for indirect mamagénisA

funds has been adopted but implementation has not yet started. The assessment of readiness
for monitoring and evaluation in accordance with the requirements of cohesion policy needs

to be carried out.

Onfinancial management, control and audif the capacities of the national systems in place

for indirect management of IPA funds have been improved. The Audit Authority is
established and operational. The newly developed management and information system for
IPA is being tested.

6.25. Chapter 25: Sience 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.

Serbiais at agood levelof preparation in the area of science and reseaf®bme progress
was made with the adoption of the first Smart Specialisation Strategy and the new [law on
science and research. National funding for research increased, in particular through the newly
establ s hed Science Fund, but remai ns l ow as
recommendation have therefore not been sufficiently addressed.

In the coming year, Serbia should in particular:
- start to implement the smart specialisation strategy;
- further increaséhe national funding for research;

- stimulate more intense cooperation between industry and academia, in line with the
national research strategy.

Onresearch and innovation policy the main priorities of th&uropean Research Areae
incorporated in the strategy on scientific and technological development. Some progress was
made with the new law on science and research and the adoption of the first smart
specialisation strategy, although an action plan for the strategy hasbgttiopted. A new
funding mechanism, the Science Fund, was established, bringing more competitive approach
into the national system. National open science and open access initiatives are well underway.
The Strategy for the Development of Artificial Intgiince for 2022025 was adopted in
December 2019 and an action plan for its implementation is being developde. 2020
European innovation scoreboard Serbia is listed as a moderate innovator, with an increase in
performance of 13.3%Nork on developinga new research and innovation strategy for the
next 7year period and a roadmap on science, technology and innovdiased on the smart
specialisation strategy has startedThe national level of investment in research further
increased for 8% compatdo the year before, but remains low at 0.92% of GDP with only
one third of this amount coming from the private sector.

Regarding th&U framework programme and international cooperation, Serbia continues to

be active and successful in Horizon 2020 adl vas in EUREKA and the European
Organisation for cooperation in science and technology (COST). In March 2019, Serbia
joined CERN, the European organisation for nuclear research and the European Social Survey
ESFRI research infrastructure.
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In Horizon 2020,Serbian entities have participated 503 times to 350 signed grants of
coll aborati ve, -CuMa(MBEGA), Bukogeard Resear&haCouncil (ERC) and

SME Instrument actions. Serbia received EUR 113.1 million of direct EU contributions and
reached a sucss rate of 11.6% as compared to 12% of the overall Horizon 2020 programme.

With regard to measures for thenovation Union, the Serbian Innovation Fund and the
Science and Technology Park Belgrade continues to be active with increased contributions
from the budget. In addition to the call published in April for innovative projects combating

the effects of the COVIEL9 pandemic, the Fund should provide additional grants for the
same purpose in the future. As the private sector continues increasing itsnemntes
research, the government needs to make more decisive steps to support cooperation between
businesses and academia. In this regard, Serbia should actively implement the new smart
specialisation strategy and ensure that its findings are incorpardtethe new industrial
strategy.

6.26. Chapter 26: Education and culture

The EU supports cooperation in education and culture through funding programmes and the
coordination of Member State policy through the open method of coordination. The EU and
the Member States must also prevent discrimination and ensure quality eddeatbitdren

of migrant workers, including those from disadvantaged backgrounds.

Serbia remains at good level of preparationin the area of education and culture. Overall,

good progresswas made on the i mplementatione|lof | &
progress was made in modernising the curricula and good progress was made in referencing
the national qualifications framework (NQF) system with the European qualifications
framework. Serbia took active part in the Erasmus+ programme as a programnmg count

Serbia partially implemented recommendations from last year and should thus take|further
measures to:

- increase participation in early childhood education and care, in particular of children from
disadvantaged backgrounds;

- make the institutional setp of the NQF fully operational;

- ensure full compliance of the policy and institutional framework for quality assurance in
higher education with the recommendations of the European Association for Quality
Assurance in Higher Education.

In the area okducaion and training, the education strategy and its action plan are being
implemented, albeit with delays, particularly in higher education. The student population has
continued to decrease due to negative demographic trends and emigration. Enrolment and
attanment rates in preniversity education remain high. However, still only half of children
from aged between 6 months and 6.5 years attend formal early childhood education and care.
The rate of early school leavers increased slightly to 6.8% in 2018 &% i6 the previous

year. Lifelong learning participation slightly dropped to 4.1%, which is far below the national
and EU targets (7% and 15% respectively). Teachers should be consistently supported in
implementing the ongoing outconbased curricular clmges, particularly with regard to
devel oping students6é key competencies. Legal
an education management information system, which is expected to improve significantly the
monitoring and management of the ediarasystem.

The reform of the general secondary education curriculum continued, aiming to increase the
takeup of general secondary education on the account of vocational education and training
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(VET). Improving the relevance of VET needs to acceleratenbglernising qualifications
standards and abolishing the obsolete ones. The law on dual education is fully implemented as
of the 2019/2020 school year. The national woaked learning model in VET should be
further developed with a particular focus on isgttup quality assurance and monitoring
mechanisms. The employment rate of VET graduates (agé&d)2emains low at 53.6%,
significantly below the EU average of 76.8%. Efforts have been made to make the final
examinations in primary education more effitieand secure. The introduction of final
examinations in secondary education has been postponed for a year. The preparations for
introducing the examinations need to be accelerated to meet the timeline.

The policy and institutional framework for qualitysasance in higher education should be
further strengthened, in particular in terms of transparency. In February 2020, the European
Association for Quality Assurance in Higher Education (ENQA) suspended the membership
of the Serbian National Accreditationo8y (NEAQA). This was due to insufficient
compliance with the principles of quality assurance set in the European Standards and
Guidelines for Quality Assurance in the European Higher Education Aheadecision was

taken after a twayear suspensiondugn whi ch t he NEAQA failed to
recommendations on better governance and quality assurance principles. The NEAQA may
re-apply for renewed membership in 2022. Vocational colleges are being integrated into
vocational academies, with the aohachieving a higher level of operational efficiency and
transparency. The attainment of tertiary level qualifications for persons ag&tl i8Glowly
increasing, reaching 32.8% in 2018, below the EU target of at least 40%. Education remains a
high-risk sector for corruption, especially higher education. Serbian NQF was referenced with
the EQF in February 2020. The NQF institutionatgetshould be further strengthened to
make the system fully operational, including the functioning of sector skills teuRost
gualification standards are being published and communicated to the end users. The system of
validation of noAformal and informal learning is yet to be piloted and institutionalised.

In the area of gender equality, further efforts are needed to enrich teaching materials with
gendersrelevant content that would promote discussion and encourage students to take a
critical stance towards the structural foundations of gender relations.

Sorme progress was made in increasing the participation of disadvantaged students in all levels
of education. This was achieved by, among other targeted measures, an increase in
scholarships for exceptional and laghieving students, affirmative actions, ardincrease

in the number of pedagogical assistants. However, the implementation of measures for
reducing dropout rates and segregation needs to be strengthened, especially at lo€hElevel.
rulebook for teaching and andragogic assistants was adoptediegstowards regulating the
conditions for their engagemerfictivities have been stepped up to combat discrimination
and violence in schools.

Education institutions were closed in aNthrch due to the COVIEL9 pandemic. Distance
learning for preuniversity students, including VET, was organised via national and local TV
broadcasters. Schools were prompted to maintain the learning process, primarily by means of
digital tools. Rulebooks on assessment were adapted to enable more flexible assessment of

student s6 achievement . Further efforts are nee
by digital exclusion in this period, in particular among disadvantaged students.

Serbia'"s results in the OECDo6s 2018 I$Aj ogr amr
indicate that over one third of dar olds are considered functionally illiterate in reading,
mathematics and science. This proportion is much higher amge@r3VET students and

totals 80%. Serbia will take part in 2019 TIMSS and 2021 PIRLS assess Based on the

data from external evaluation of pueiversity institutions, close to 30% of all primary and

103



secondary schools in Serbia do not meet sufficient quality standards. A new cycle of external
evaluation was launched, based on a revisedretevaluation framework.

Serbia was granted the status of a programme country in the Erasmus+ programme in 2019.
Serbia continued to participate successfully in the programme \&ifi® Dutgoing mobilities

of students and staff and5@00 incoming mobities since 2015. In addition, 45 capacity
building projects are currently being implemented in the field of higher education, 29 of
which have Serbian coordinators. Serbia is successfully implementing the sports component
of the programme, where relevamganisations coordinate eight projects and are partners in

34 projects. Serbia actively joined the fifth edition of European Week of Spo#30(23
September 2019). Serbia benefited from EU funding based on the same rules as EU Member
States.

In the area otulture, Serbia recognises the importance of culture and cultural diversity, and
identified creative industries as a sector with potential for economic development and
connectivity. The work of the Council for creative industries, established by the Prime

Mi nisteros Of fice continues. I n 2019, Ser |
communi cation campaign 6Serbia createséd, to
industries can flourish.

Budget amendments to overcome the economic impactshefQOVID-19 pandemic
considerably reduced the budget allocated to culture and managed by the Ministry of Culture
and Information, initially stable compared to 2019. While creative industries are eligible to
the measures for economic recovery, this is hetdase of the whole cultural sector, which
was deeply impacted by the crisis. The activities related to the Novi Sad European Capital of
Culture in 2021 have been postponed until 2022.

Serbia is implementing measures under the UNESCO Convention on dieetion and
promotion of the diversity of cultural expression.

Serbia is participating in the Creative Europe programme, which is well promoted and
supported by the Ministry. Serbian cultural organisations are successful in all streams of the
programme.

In March 2020, the Belgrade Fortress and its surrounding were placed on the list of the seven
Most Endangered moments and heritage sites in Europe in 2020 by Europa Nostra.

Theyouth strategy action plan 2018020 is being implemented. The number of yquahcy
coordination mechanisms at the local level has increased, and they should be further
strengthened. A number of local youth action plans has expired and should be adopted anew.
An increasing number of young and skilled people are emigrating. Theployenent and
inactivity rates among young people remain high.

6.27. Chapter 27: Environment and climate change

The EU promotes strong climate action, sustainable development and protection of the
environment. EU law contains provisions addressingnatie change, water and air quality,
waste management, nature protection, industrial pollution, chemicals, noise and civil
protection.

Serbia has achievesome level of preparationin the area of environment and climate
change. Overall, Serbia malil@it ed progressin the past year, mainly on strategic planning.

The 2019 recommendations remain valid. Serbia should considerably step up ambitions
towards a green transition and continue focusing on:
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- enhancing administrative and financial capacity of tmeblic central and local
administration authorities, in particular the Environmental Protection Agency| and
environmental inspectorates, earmarking and utilising income from environmental fees for
environmental purposes, building an effective institutiorsdtup to manage
environmental investments and further improving Hmestitutional coordination, in
particular between central and local levels;

- intensifying implementation and enforcement work, such as closingcompliant
landfills, investing in wa#t reduction, separation and recycling, reinforcing air quality
monitoring, advancing river basin management and preparing for Natura 2000;

- implementing the Paris Agreement, including by adopting a comprehensive dlimate
strategy and law, consistent witretkEU 2030 framework for climate and energy policies
and well integrated into all relevant sectors, and developing a National Energy and
Climate Plan in line with Energy Community obligations.

Environment

Following intensive preparatory worggerbiasubmited its negotiating position for chapter 27

in January 2020 to the Council. Some 4 years
become fully operational. Its 2019 financial allocations were not fully used. Its 2020 budget
was reduced by 25% taddress needs arisen from the COMD crisis. Income generated

from environmental fees is not earmarked for environmental purposes. This leads to a
diversion of funds for other purposes. Serbia needs an effective institutional teetnanage
environmenth investments, which need to increase much faster than previously. The
investment plan needs to be turned into an investment programme, targeting projects with the
highest environmental impact. Investment decisions need to be based on feasibility studies
and technical designs in line with EU best practices and transparent competitive procurement
procedures, ensuring best value for money.

In the area ohorizontal legislation, Serbia has a high level of alignment with the &dduis

Overall, Serbia needs tmnprove its administrative capacities at central and local level,
including inspectorates, to draft legislation, give adequate time for legislative consultations
and carry out qualitative public consultations, particularly at local level. Legislation on
environmental impact assessment needs to be further aligned and its implementation
strengthened. The natompliance of environment impact assessment (EIA) legislation with
other laws, especially with the law on planning and construction according to vigch t
impact assessment is carried out after the issuance of the construction permit, needs to be
urgently addressed. Strategic environmental assessments need to be carried out for plans and
programmes from all relevant policy areas, not only the environrfBeme progress can be
reported on the implementation of the INSPIRE Directive. Strengthening the capacities of the
judiciary and the environmental inspectorate and establishing a track record on implementing
the Environmental Crime Directive remain pri@#. Serbia needs to improve the
implementation of the polluter pays principle, for example by strengthening capacities at local
level to collect environmental fees.
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In the field ofair quality , Serbia has a good level of alignment with thededuis However,
Serbia needs to speed up implementation of legislation and air quality plans. While an air
guality monitoring network is in place and is being extended, andinealdata are available,

the monitoring of air quality still needs to be considerablyestn gt hened . Serbiabd
quality report for 2018 lists 11 agglomerations with air pollution above the limits: Belgrade,
Suboti ca, Panl| evo, Ugi ce, Smeder evo, Kosjer

Kragujevac and Ni ¢ notHhaewaiequalty mandgemerd plans i plaeces d o
Pollution induced by the Kostolac B thermal power plant needs to be addressed as a priority.
Alignment with EU legislation on volatile organic compound emissions needs to continue.

Regardingwaste managementSerbia has a good level of alignment with the &iduis,
however the implementation remains at an early stage. In 2019, Serbia adopted a number of
regulations and rulebooks, for example, on pharmaceutical and medical waste. Serbia also
developed a nati@ waste management strategy and a national sludge management strategy,
which are currently in the adoption process. Thdaly on treatment of the equipment and
waste containing PCB, currently in the adoption procedure, will fully transpose the relevant
EU directive. Serbia proceeded with the permanent disposal of historic hazardous waste.
Additional economic instruments for special waste streams need to be developed. The
proportion of recycled waste in overall waste management is still low, e.g. 3% Mhicipal

waste. Serbia needs to redouble efforts to close itxampliant landfills and invest in waste
reduction, separation and recycling. The remediation of the Belgrade landfill and the
construction of a waste to energy facility are expected toistaé20.

The level of alignment with the Eblcquison water quality is moderate. Work on an action

plan for implementing the water management strategy has not progressed. Untreated sewage
and wastewaters are still the main source of water pollution-ddmpliance with water

guality standards remains a big concern in some areas, such as that on arsenic. Serbia needs to
make significant efforts to align further its legislation with the &dduis and to strengthen
administrative capacity, in particular foromtoring, enforcement and interstitutional
coordination. Work on the river basin management plan is progressing slowly. Improving
local governance, in particular for operating and maintaining water and wastewater facilities,
remains a priority. Work oadequate water fees and tariffs is at an early stage. Lack of human
and financial resources and data availability hinder the development of flood hazard and flood
risk maps for all relevant areas.

Alignment with the EUacquisin the field of nature protection, in particular with the
Habitats and Birds Directive, remains moderate. Serbia has still not addressed gaps in
transposition, allowing hunting of ndruntable birds, especially the goshawk and the turtle
dove. Serbia needs to fully incorporate EU deds on prohibited means of capturing and
killing wild animals throughout its entire legislation, including in legislation on hunting.
Progress on establishing Natura 2000 sites is slow. Institutional and human resource
capacities at national and localvé remain weak, in particular as regards enforcement, and
wildlife trade. Any further development of hydropower should be in line with EU
environmental legislation, including environmental impact assessments with proper public
consultations, nature protean and water management legislation.
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As regardsindustrial pollution and risk management, alignment with most of the EU
acquisis at an early stage, including on the Industrial Emissions Directive. In January 2020,
Serbia adopted its lorgwaited nationaemission reduction plan. Serbia also established a
database strengthening the monitoring on Seveso Il operators. However, persistent
administrative capacity constraints continue to hamper progress in implementation across the
industrial sector. Inspecin and law enforcement remain areas of concern. Serbia needs to
increase capacities for managing the integrated permitting processes.

Serbia has a high level of alignment with the &tdjuison chemicals In 2019, Serbia opened

an online platform for registing biocidal products. During the reporting period, there was
neither progress on REACH and CLP Regulations, nor on the alignment witlcghisson

animal experiments, asbestos or biocides. Serbia needs to boost its administrative capacity to
implementlegislation in these areas, and ensure proper monitoring of persistent organic
pollutants.

Serbiabs | evel of aobiseig goade butttheimimplementation remainse s o n
at an early stage. Serbia needs to build administrative capacity ftngirstrategic noise
maps and action plans. A noise map for Ni g w

Serbia is moderately prepared as regand$ protection. Serbia has a strategic framework in

place, which is in line with the Sendai framework disaster risk reduction. It consists of a

law on disaster risk reduction and emergency management and a national disaster risk
management programme and action plan for 22020. Serbia needs to develop a strategy

for disaster risk reduction. Serbia atswrried out a national disaster risk assessment. Work on
local risk assessments and protection and rescue plans is ongoing. More focus-bazardti

risk assessments is needed. The CO¥®Dpandemic highlighted the need to strengthen the
legal frameworkand institutional capacities as well as human and financial resources of civil
protection authorities also with regard to health emergencies. Serbia still needs to connect to
the Common Emergency Communication and Information System (CEG®)main tool

for crisis communication among members of the European Union Civil Protection
Mechanism. Preondition for CECIS is the installation of Secure Trans European Services
for Telematics between Administrations (STESTA) in the country and designating the
respmsi bl e ministry as an entry point. Ser bi e
Centre does not duplicate the role of t he
Coordination Centre and does not contradict the conditions for its participation ilJthe E
Civil Protection Mechanism.

Climate change

Serbia has some level of preparation on climate change, but implementation is at a very early
stage. Developments during the reporting period largely came to a standstill, reflecting a lack

of political consenssiabout the urgency to act. Serbia has still not adopted the climate law it

had prepared in 2018. The adoption and implementation of a climate strategy and action plan,
which is consistent with the EU 2030 framework for climate and energy policies ana whic
addresses adaptation t o climate change, i s
development. Serbia needs to do more to integrate climate action into other sectors.
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Wor k on improving greenhouse gas inviadt ori es
Contribution to the Paris Agreement is progressing. However, the alignment of legislation on
monitoring, reporting and verification of greenhouse gas emissions in line with the EU
emissions trading system and Effort Sharing Regulation is pendingiaSeeeds to
considerably strengthen its administrative and technical capacity, in particular so it can
implement, monitor and report on climatequis Awarenessaising activities need to be

stepped up. Serbia needs to invest much more into the tran&it@rds green energy,

including upgrading outdated infrastructure in order to reduce pollution.

6.28. Chapter 28: Consumer and health protection

EU rules protect c¢ onadimrelatisndo peoductsaletyjdangdronst e r e s
imitations and liability for defective products. The EU also ensures high common standards
for tobacco control, bl ood, ti ssueborder cel | s
healthcare, and serious crebsrder health threats including communicable diseases, as well

as medicines for human and veterinary use.

Serbia ismoderately preparedin consumer and health protectidrimited progress was
made on the chapter with the adoption of the 28084 Consumer Protection Strategy and

legal alignment relevant to cosmetics. However, the recommendations of the previous report
have not been met and remain valid.

In the coming year, Serbia shoukdparticular:

- strengthen the administrative capacity of relevant authorities for consumer protection,
market surveillance and sanitary inspection;

- strengthen the overall managerial capacity, human resources and financial sustainability of
the public healt insurance fund;

- further align its legislation with the EEcquison substances of human origin and|on
medicines for human use.

Concerninggeneral aspects afonsumer protection, the 20192024 consumer protection
strategy was adopted in December 2018 amended law on consumer protection aiming for
further alignment with the Elacquis has yet to be adopted. The National Council for
Consumer Protection, established to strengthen the system of consumer protection and
cooperation between relevant ingituns delivered no visible output. There were a total of
105 initiated collective redress cases based on consumer complaints conducted by the line
ministry which, as part of its role, is tasked with initiating proceedings for the protection of
collective nterests of consumers. Out of these, 22 decisions on imposed legal measures
concerningyiolation of collective interest of consumexsd 18 corrective statements imposed

on traders were put into effect, at the end of proceedings. There are 26 registstedero
organisations, and a registered list of 10 alternative dispute resolution bodies (ADRS), with
the National Bank of Serbia serving as an ADR for financial institutions and the regulatory
agency for electronic communications (RATEL) for disputes betwsubscribers and
electronic communications operators or between consumers and postal operatafs. Out
court settlements are still voluntary for both consumers and traders. No general overview on
initiated and concluded proceedings exists for all ADRid®dn charge of alternative
consumer disputes, following the number of complaints filed by consumers.

Cooperation between ministries and consumer organisations improved while consumer
protection organisations would benefit from further promotion of theirk and activities.
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The authoritiesd administrative capacity for

for consumer protection, product safety issues need strengthening. The institutional setting
and protection of consumer protection rights antdrests at the local government level has

yet to be strengthened with the adoption of the amended law on consumer protection, which
should also addressifair commercial practices, contract terms anbhgrable consumers.

Regardingproduct safety-related issues the legislation was further aligned with thequis

on product safety as amendments to the Law on general product safety were adopted in
October 2019Alignment with the EUacquison cosmetics was strengthened by the adoption

of implementing legistion. Regarding market surveillance, the administrative capacities as
regards sanitary inspection need strengthening. The Product Safety Council held a session in
January 2020. In 2019 there were332 consumer complaints and from January to June
2020the number was 809 In 2019, the market surveillance authorities carried otf5/
inspections and ordered 486 corrective and restrictive measures 483 0®ncompliant or

unsafe products. There is no data available on relevant initiated or regobiezry
proceedings.

On non-safetyrelated issues full compliance with the Directive 2015/2302 on package
travel and linked travel arrangements is yet to be achieved, as Serbia has yet to adopt the law
on consumer protection and transpose the direttiraigh sectoral laws. Further alignment

with the EU acquis regarding cooperation between national authorities responsible for
enforcing consumer protection laws, multiannual consumer programmes, regulations on
package travel, online resolutions of consundisputes, and alternative resolution of
consumer disputes has yet to be achieved.

From 1 March 2019 to 5 June 2020, in the capacity of an ADR in charge of financial
institutions, NBS received a total of689 cases, of which 283 complaints, 340 mediah
requests and 816 questions. Concerning individual complaints, it issued seven decisions,
ordering a financial service provider to eliminate irregularities imposing the fine
simultaneously, three decisions ordering a financial service provider tm&eirregularities
without imposed fines and issued 12 fines to the financial service providers. The NBS
resolved 21 mediation proceedings, which resulted in an agreement among parties. Pursuant
to the Decision on advertising, the NBS fined three banksadvertising campaign
irregularities, issued four letters of warning and two fines pursuant to the law on banks and
one letter of warning to a bank concerning unfair contract terms. Moreover, the NBS fined
three banks due to irregularities in their adgerg campaign.

In the area opublic health, legislation on healthcare is partly aligned with the &iduis

The sustainability of the public health insurance fund still needs to be ensured. The national
plan for human resources in the health sector dtillsnot been implemented, while the
number of physicians leaving the country still remains high. Thefugded centralised
electronic health record system is still not used and compliance with EU health indicators is
not yet ensured.

Tobaccocontrol legslation is partly aligned with Eldcquis but the use of tobacco in public

places is not aligned with EU standards. A strategyobaccocontrol needs to be adopted

and the implementation of pictorial warnings on cigarette packets, sime@kenvironmerst

and increases in the price of cigarettes is needed. There was a small increase in the percentage
of smokers among women in the reporting period.

On blood, tissues, cells and organgaws on the transplantation of cells and tissues, and on
human organ &nsplantation were adopted, both designed to be fully aligned with the EU
acquis.The implementation of these laws, expected to start in 2019 has not yet commenced.
EU-level quality, safety standards and inspection services still need to be developed. The
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overall administrative and technical capacity of the Directorate for Biomedicine to conduct
oversight of the sector as the competent authority is still very limited.

On serious crosshorder health threats including communicable diseaseshe surveillance
and response capacity remains limited and needs to be modernised. A centralised health
information and communication system has yet to be implemented.

Har moni sing Serbian | egislation with the Di
crossborder healthcare has yet to be completedAn e-health unit at the Ministry 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 diseases attention needs to be given to effective, sustainable
financing of diseasspecific strategies, including the national HIV/AIDS strategy, and to
raising awareness, particularly on the importance of child vaccination. Additional work is
needed orsurveillance of antmicrobial resistance, quality control, and standardisation of
laboratories. The prescription of antibiotics needs to be strictly controlled to strengthen the
fight against antmicrobial resistance.

In response to the COVID19 pandemi¢ Serbia applied measures foreseen by the law on
population protection against infectious diseases and had aligned its actions with the
recommendations of the World Health Organisation. In February 2020, the government
established a higlevel Crisis Teamon health issues, led by the Prime Minister. Serbia
declared a state of emergency on 15 March 2020, introducing strict curfew hours; closed
schools, universities and banned public gatherings; deployed the army to assist civilian
services; and shut down alonessential government operations. A large number of
businesses were closed. On 20 March 2020, all border crossings were closed for international
air, road, and railway or waterway traffic. Exceptionally, authorisation was granted for
reasons of humaritian and national interest. Restrictive measures did not apply to transport
of goods, medicine and medical equipment. All Serbian citizens entering the country were
checked. Those with increased body temperature underwent immediate testing for the virus,
others went into seiolation for a period of 28 days. In the second part of April 2020, Serbia
slowly started with a progressive relaxation of some measures. The state of emergency was
lifted on 6 May and all preventive measures were abolished in tloaviiog days, with
recommendations for personal responsibility of each individual to maintain physical distance,
wear facial masks and exercise hand hygiene. This gave rise to an even greater increase in the
number of cases in June, culminating in Jullin@ the hospitals to 100% capacity. However,

the system managed to absorb this peak and the numbers decreased significantly in August,
with application of prevention measures such as hand hygiene and mask wearing in closed
places as well as bans on pualdatherings of more than 10 persons.

Regarding theapacity of the health systenin dealing with this crisis, the National Institute

of Public Health o6Dr Milan Jovanovic Batut 6,
the relevant health institutie monitored the epidemiological status of the disease and
informed the public, issuing guidelines and standard operating procedures to health
institutions and to all entrance points into the country. The Belgrade University Clinic for
Infectious and Tromial Diseases is the relevant referral institution for public health threats
due to infectious agents, while other secondary and tertiary health institutions with their own
infectious disease departments (a total of 41 general hospitals and 8 clinicas)cantt a
network of 25 institutes of public health monitored the public health situation in the country
on a daily basis. As the epidemic struck, many hospitals were pronounced exclusive-COVID
19 facilities, treating only those infected with SARSW2. In primary health care, 158
municipal health care centres were tasked with primary prevention, and temporary -C@VID
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clinics were set up in each of them with examination and testing facilities for all citizens. A
number of temporary health care facilitigere set up by the Army Forces in fairgrounds and
sports halls throughout the country hosting more th&b(Ql people at the peak of the
epidemic.

However, the system still sufferdack of resources on all levelaind a constant outflow of
professional wddforce. Although the countapidemic measures implemented by the
government were wellevised, weaknesses of the existing system became evident. Serbia
lacked resources in terms of personal protection equipment and medical equipment, medical
expertise, ath laboratory testing capacities as well as data processing and contact tracing. This
led to a large number of medical personnel testing positive for the virus (9% of the staff).
Strong Government efforts directed at alleviating these shortages towasyémehsweek of

the outbreak in the country by numerous procurements of equipment and employment of
2 500 new healthcare personnel during March/April, had favourable results.

As part of its global response to the pandemic, the EU has allocated EUR 15 toilBerbia

for immediate needssuch as the procurement and aerial cargo transport of medical
equipment, the support to vulnerable groups in society, and exceptionally, the hiring of 200
extra medical workers for the second half of 2020 to alleviate tesspre on medical
personnel.

The European Centre for Disease Prevention and Contrd[ECDC) shares all its COVID

19 related guidance and assessments with Serbia. The ECDC focal point in Serbia was active
before the start of the epidemic and prompt repgrtin the state of affairs took place daily
using this channel along with regular reporting on the outbreak to the WHO in accordance
with the International Health Regulations.

The EU invited Western Balkan partners to join J@int Procurement Agreement to
procure medical countermeasures. Serbia signed the agreement on 21 April 2020 and
nominated representatives for the Steering Committee. A ratification is still pending due to
the emergency state thereby rendering Serbia in observer status.

Serbia is amobserving member of thEU Health Committee since 2017. The European
Commission offered Serbia access to Hely Warning and Response Systenfor all

information related to the COVHR9 outbreak and Serbia nominated its representatives to
access the system. Serbian national reference laboratories received positive control material
forCOVID-19 tests from the EUG6s Joint Research C

The Join Research Centre requested data from Serbia for its worldsatie collection
systemon COVID-19. Serbia nominated a contact point for the JRC and an exchange of data
needs to follow swiftly.

Health promotion regardingon-communicable diseasess still not at an advanced level.
Cancer screeningfor colorectal, breast and cervical cancers slowly is 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 thdohkit Institute for Radiology and
Oncology.

There is still a need to develop commurbigsedmental health services and progress needs
to be made regardingutrition and physical activity .

There were no developments wedicines for human and veterinaryuse or on maximum

sale price criteria for medicines. There was also no progress on prevdniongbuse
Regarding the prevention of harmful use of alcohol, a national programme to reduce the
harmful effects of alcohol and alcokolduced disorders hagén adopted.
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On cosmetics the law on products of general usas adopted in April 2019, which aims at
aligning with the EUacquis

On health inequalities access to healthcare services needs to be improved for people with
disabilities, people living wit HIV, children and adults who use drugs, prisoners, women
involved in prostitution, LGBTI people, internally displaced persons and the Roma.

Serbian legislation on pricing afiedicinal products has yet to be aligned to the Edquis.
6.29. Chapter 29: Customs union

All Member States are part of the EU 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.

Serbia is at ayood level of preparationin the area of customs unioimited progress was
made on the adoption of several-lays to the customs law and to the law on custpms

servicesHowever , further efforts are mepdatres/d t o
which therefore remain valid.

In the coming year, Serbia should in particular:
- further upgrade the customs processing system by integrating risk management;

- further develop the IT system of the national customs to enable integration with the EU
systems.

S e r baustoins legislationremains largely aligned with the E&tquis.The customs law

and the law on customs service, adopted in December 2018, entered into force in June 2019.
Related implementing legislation, aimed at further alignment thighEU acquis has been
adopted, including that on duty relief in April 2019. Serbia also took a number of measures to
align with the EUacquison drug precursors.

Serbia is a party to the Common Transit Convention, applying EU rules on transit
movements. Rules on customs enforcement of intellectual property rights remain broadly in

line with the EUacquis.The Regional Convention on R&uro-Mediterranean preferential

rul es of origin is applied in Serl@9was Serb
harmonised with the EU combined nomenclature, while legislation to align with the
nomenclature for 2020 was adopted in December 2019.

Legislation on cultural goods, free zones, and security aspects still needs to be aligned with
the EU acquis. Fees are still charged on lorries entering customs terminals to discharge
customs obligations, which is not in line with the SAA obligations.

Concerningadministrative and operational capacity customs duty collection increased by
10.8% in 2019. The customsd mi ni strati ondés devVv eystepsman t pl :
adopted in February 2020, aiming to ensure integration with the EU system. Tha(@20
customs administrationds business plan was a

Work is also ongoing on strengthegithe risk management system. It is important that
Serbia carries out prarrival/predeparture risdbased analysis including foaafety checks
consistently and across the board, and in harmonisation with the EU Customs Code. Despite
ongoing work, the cusms laboratory remains undequipped

In terms of fight against tobacco smuggling, Serbia is a party to the Protocol to Eliminate
lllicit Trade in Tobacco Products since 2017, but the information on the implementation of the
Protocol is still pending. dditional measures are needed to further strengthen the
administrative capacity for tobacco control.
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In the context of the outbreak of t@OVID-19 pandemi¢ seven border crossings with
neigboring countries were destognsuetedmoats 0 gr ¢
and prioritised passage of essential goods. The initiative follows a proposal by the CEFTA
Secretariat and the Secretariat of the Transport Community of 25 March 2020, based on the
European Commission Communication of 23 March 202@ giteen lane border crossings

include 24/7 operations, including phytosanitary procedures, and electronarriped

information through the System of Electronic Exchange of Data (SEED). The introduction of
green lanes proved to be efficient as diffi@dtand long waiting hours experienced at border
crossings in the early stages of the pandemic were reduced to below the target of 12 hours,
although still exceeding the European Commi s

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 are also EU rules in
the field of humanitarian aid and development policy.

Serbia remainsnoderately preparedin the area of external relationrSome progressvas
made on the 2019 recommendation concerning the Regional Economic Area (REA) as$ Serbia
started with the implementation of CEFTA Additional Protocol (AP) 5 on Trade Facilitation
and raified CEFTA AP 6 on Trade in Services. The capacity to pursue key challenges in trade
policy needs to be strengthened further. The 2019 recommendation on World| Trade
Organisation (WTO) accession remains valid.

In the coming year, Serbia should in particula

- complete accession to the WTO by adopting an amended law on genetically modified
organisms and complete remaining bilateral market access negotiations;

- further strengthen the administrative capacity of the Ministry of Trade, Tourism and
Telecommunications for handling trade with the EU, CEFTA and WTO accession,;

- implement actions under the multiannual action plan for the development of REA, in
particular: ensure the full implementation of CEFTA AP 5 on Trade Facilitation;
implement CEFTA AP 6 on Trade in Services; negotiate and conclude CEFTA AR 7 on
Dispute Settlement; and adopt regional standards for International Investment Agreements
and pursue the inpmentation of the individual reform action plan on investment.

As regardscommon commercial policy no progress was made on S
WTO. The possibility of Serbia becoming a member of the WTO depends on the adoption of

a modified law ontrade with genetically modified organisms, and on the completion of
market access negotiations with a small number of WTO members.

In October 2019, Serbia submitted a draft action plan for its remaining legislative alignment
under chapter 30The amendmas to the law ordual use goodsentered into force in
November 2019. With this, Serbia abolished import control of dual use items while retaining
export controls in accordance with the relevant EU legislation. In April 2019, Serbia adopted
the national cotrol list of dualuse goodsai med at fully aligning
Regulation on setting up a Community regime for the control of exports, transfer, brokering
and transit of dualise items. The national control list afms and military equipment,
aigned with the Common Military List, was adc
to join the Wassenaar Arrangement is still under consideration, as well as the 2017 application
to the Australia Group. Serbia is not a signatory of the Kimberly prooessonflict
diamonds.
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Concerning administrative and operational capacity within the Ministry of Trade, Tourism

and Telecommunications, work continued to bt
the CEFTA unit. However, the administrative capaoitynits in charge of trade with the EU

and WTO accession has yet to be further strengthened. Units responsible for export controls
would also benefit from additional human resources and an upgrade of adequate equipment.
The upgrade of software solutioesabling the relevant licenses to be issued electronically in

order to replace paperwork is expected by 2025. Further work has yet to be done to improve

the capacity of the administration to collect market statistics through the work of the
coordination bdy.

Serbia continued its participation in CEFTA. The ongoing efforts in implementing AP 5
should continue, in particular based on the decisions of the CEFTA Joint Committee on
authorised economic operators, fruits and vegetables, and risk managemegty Swat

customs. Serbia ratified AP 6 on Trade in Service in February 2020 and should now proceed
with its implementation. With regard to AP 7 on Dispute Settlement, Serbia appointed a
negotiation team,; Serbi ads c oorsg thewaonipletore r ol €
of negotiations in 2020.

Regardingpilateral agreements with third countries, Serbia signed a free trade agreement
(FTA) with the Eurasian Economic Union (EAEU) on 25 October 2019. The agreement was
ratified in February 2020 but wiéinter into force only once ratified by all parti€rbia had
pre-existing FTAs with three members of the EAEU (Russia, Belarus and Kazakhstan), thus
expanding the agreement only to Armenia and Kyrgyzskae.scopeof the agreements
widenedthroughminimally extendedariff concessionsn goods,anannexon rulesof origin

andnew provisionson disputesettlementThe FTA includes an exit clause, which guarantees

that Serbia can denounce the agreement upon accession to the EU. The negotiations of a free
trade agreement with Ukraine are ongoigince December 2018, negotiations are also
ongoing on a Bilateral Investment Treaty with South Korea.

Talks on a futurérade agreement with the UK were initiated in 2019. A decision on the type
and scope of the agreement is still pending. As for all investment and trade agreements, it is
important that Serbia ensures compatibility with the &dduisand includes a sunseiaase

allowing it to denounce the agreement upon accession to the EU. Serbia should also develop a
strategy for amending or terminating existing bilateral investment agreements that fail short of
EU standards and expose the country to risks due to the &nosopen language used.

No substantial progress wasdeon development policyandhumanitarian aid. A new law
on development cooperation and humanitarian aid is being prepareelopment assistance
and humanitarian aid is granted an ad hocbasis. ®rbia participates in the EU Civil
Protection Mechanism.

As a response to market disruptions related to the outbreak of the CI®Vpandemic, a
temporary (30 days) export ban, later extended, was introduced on 15 March 2020 for basic
food products (includg white flour, salt, bread, milk, sunflower oil, yeast), personal
protective equipment, and medicines. The list, initially covering 36 products, was updated on
a regular basis to adapt to developments on the market and the overall situation. At most, 56
products were included in the list. The export ban was lifted on a prbgiycbduct basis

and was fully lifted on 7 May 2020, following the end of the state of emergency.

6.31. Chapter 31: Foreign, security and defence policy

Member States must be alite conduct political dialogue under the foreign, security and
defence policy, to align with EU statements, to take part in EU actions and to apply agreed
sanctions and restrictive measures.
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Serbia ismoderately prepared in this area.Some progresswas made as the country's

Parliament adopted new security and defence stratdgiesduring the reporting period

Serbiadés CFSP alignment patterns remaipned

pledges were made by hidgwvel officials which went entrary to EU positions on foreign
policy. I n 2019 Serbiads alignment rate wi

behalf of the EU and Council Decisions was 6@#tbia continued to participate in EU crisis

management missions and operationseatidle common security and defence policy.
In the coming year, Serbia should in particular:

- improve its alignment with EU Common Foreign and Security Policy;

- implement the national security and defence strategies and adopt the related action plans
namnner fully reflecting Serbiads EU|ori

The political dialogue between the EU and Serbia on foreign and security policy issues
continued, and the third Common Foreign and Security Policy (CFSP)/Common Security and
Defence Policy (CSB) informal political dialogue was held in Belgrade in November 2019.

Serbia also regularly participated in the Bléstern Balkans informal political dialogue

meetings. Parliament adopted new national security and defence strategies, which have
evolved conpared to the previous versions, in particular by references to EU accession, the
EU Global Strategy and the CFSP. Action plans for their implementation are in preparation.
When implementing these strategies, Serbia should move towards a policy baked on
EU6s guiding principles for international

EU membership.

(See Political criteriaa Regional issues and international obligations for more information on
developments in bilateral relations witkher enlargement countries and EU Member States).

The institutional framework enabling Serbi

place.

On the Common Foreign and Security Policy(CFSP), Serbia continued to endorse the
Global Strategy for the Eurepan Uni onds foreign and securi
alignment rate with relevant High Representative declarations on behalf of the EU and
Council Decisions was 60%gerbia has not to aligned with the EU restrictive measures
related,inter alia, to Russia, Venezuela, Myanmar and Iran. In 2019 and 2020 Serbia has also
not aligned, inter alia, with seven HRVP declarations on behalf of the EU on Hong Kong,
with the HRVP Declaration calling to promote and conduct responsible behaviour in
cyberspace and Wi the HRVP declaration on Russia listing the European Endowment for
Democracy as an fAdundesirable organisationo.
measures related to Belarus, in 2020 it has aligned with the HRVP declaration on the
presidentiaklections in Belarus and with the HRVP declaration on the escalation of violence
and intimidation against members of the Coordination Council. Serbia needs, as a matter of

priority, to make additional efforts regarding its alignment with the EU CFSP.

Serha does not have bilateral immunity agreements granting exemption from the jurisdiction
of the International Criminal Court and complies with the EU common positions on the

integrity of the Rome Statute t og e bilatea
immunity agreements.

Serbia continued to develop intensive relations and strategic partnerships with a number of

countries worldwide, including Russia, China and the US. Frequenddughcontacts and

regular bilateral visits with Russia wemgintained as well as military technical cooperation,
including joint military drills (also together with Belarus), and arms trade arrangements.
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However, on 9 September 2020 Serbia announced that it would freeze its participation in
international militarycooperation activities, including military drills, for 6 months. Russia
delivered a battery of Pants#l air defence missile systems to Serbia in February and March
2020. Serbia continued to further strengthen its economic, political and security selation
China, including through major joint infrastructure and greenfield projects, joint drills of
special police units, procurement of substantial visi@weillance equipment and arms and
security systems purchases. Moreover, assistance provided iby &ththe start of the
COVID-19 outbreak in Serbia was particularly
and a higHevel government official publicly praised Chinese policies in Xinjiang. The
President of Serbia visited Russia in December 2019and 2020. Russian Prime Minister
Medvedev visited Serbia in October 2048d Foreign Minister Lavrov visited Serbia on the
eve of the June 2020 electionkhe Serbian President visited China in April 2019 and the
Serbian Prime Minister paid a visit in Member 2019. The President of Serbia pledged to
move the Serbian embassy in Israel to Jerusalem by July 2021.

Serbia supported EU measures and documentsifict prevention.

Serbia has joined almost all majaon-proliferation, disarmament and arms conrol
treaties promoted by the EUSerbia should consider ratifying Protocol V on Explosive
Remnants of War of the Convention on Certain Conventional Weapons (CCW). Serbia has
aligned itself with Common Position 2008/944 on common rules governingexpasts. It

has a transparent reporting system on its strategic exports controls. At the same time, frequent

and recurring allegations of corruption in arms trade deals need to be investigated. Serbia also
remained actively engaged in the implementationth&f 2018 Regional Roadmap for a
sustainable solution to the illegal possession, misuse and trafficking of small arms and light
weapons and their ammunition in the Western Balkans and adopted a strategy and a national
action plan in June 2019. The procdes collecting and destroying illegaHyossessed

weapons and ammuni tion continues. Serbiabs

Arrangement is still pending. In the reporting period Serbia did not align itself with the EU
statements in the OPCW. Serlailgo did not align itself with a number of EU statements in
the UN First Committee in New York.

Serbia continued to engage actively witkernational organisations. Serbia maintained its
policy of military neutrality but cooperation and intense contadts NATO continued. A
second Individual Partnership Action Plan (22021) was adopted. Serbia continued taking
part in joint military exercises with the US and NATO.

Serbiabs Deputy Speaker took part i reationeet i
(CSTO) Parliamentary Assembly, in which the Serbian Parliament has observer status, in
May 2019 and June 2020. Cooperation with the CSTO is included in the country's new
security and defence strategies.

Serbia continued implementing its agreemarth the EU onsecurity procedures for
exchanging and protecting classified information.

The Serbian defence budget in 2019 increased by almost 30% compared to 2018.

Serbia continued to actively participate énisis management missions and operations
under the Common Security and Defence Policy (CSDPyotably the EU training missions

in Mali, Central African Republic and Somalia, and EU NAVFOR Atalanta. Serbia intends to
contribute to civilian CSDP missions and operations, but it needs to finalisegtdealel
administrative framework to allow for the participation of civilian personnel. Serbia continued
to participate in the roster of the EU Battle Groups. Serbia also continued to participate in UN
peacekeeping missions.
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6.32. Chapter 32: Financial contol

The EU promotes the reform of national governance systems to improve managerial
accountability, sound financial management of income and expenditure and external audit of

public funds. The financial control rules further protect the EU's financiatestse against
fraud in the management of EU funds and the euro against counterfeiting.

Serbia ismoderately prepared in this chapter, withgood progress made in the reporting

peri od. The Commi ssi onods recommendati pons
particular the pilot projects on managerial accountability and initiation of quality revieyws on

internal controls.

However, further efforts are needed to embed managerial accountability in the administrative
culture and to strengthen the functioning alemal control and internal audit. The timely

implementation of external audit recommendations needs to be further improved.
In the coming period, Serbia should in particular:

- prepare and adopt a new mediterm approach on PIFC with specific focus oe th
implementation of managerial accountability, ensuring coherence with the Law on

Planning System;

- ensure the adoption and implementation of the guidelines developed on the hasis of

lessons learned from 2019 pilot projects on managerial accountaioiigyoving, thus,
the functioning and effectiveness of internal control systems;

- conduct a comprehensive mapping of the national inspection environmedetimel a

clear system for detecting and handling irregularities, both for EU funds and for the

national budget.

Public internal financial control (PIFC)

The strategic framework for PIFC is broadly in place and being implemented but it will
expire by theend of 2020. A new approach for PIFC focusing on the period beyond 2020
needs to be developed ensuring coherence with the public administration reform strategy and
public financial management reform programme, in line with the Law on Planning System.
Effective coordination, monitoring and reporting of the related reforms need to be ensured

(see under Public administration refoym

In the reporting period, the focus was on operationalising the principlmaoiagerial
accountability through theimplementatio pilot projects in four ministries. A financial

management and control rulebook was adopted in December 2019 and methodological
guidance on delegation of decisioraking and performance management is being updated.
Further efforts are needed to fully embmanagerial accountability in the administrative
culture of the public sector. The continued weaknesses in lines of accountability between
independent bodies and their parent institutions need be addressed as part of ongoing public

administration reform féorts (see Public administration reformfGiven the fundamental

necessity of having objectives linked to resources, all the Ministry of Finance should be part

of the action for the implementation of managerial accountability.

The legal framework forinternal control is broadly in line with the internal control
framework of the Committee of Sponsoring Organisations. However the capacities to
implement internal control standards, including risk management have to be further enhanced
at both central and lotgovernment and better accepted in the administrative culture of the
public sector. An obligation for heads of institutions using public funds to sign an annual

statement on the status of their internal control systems has been introthueddinistry of
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Finance has a centralised budget inspection function, which needs to be strengthened with a
view to having a clear mapping of the entire national inspection environment.

Internal audit practice is broadly in line with international standards. Howevest all
institutions that are required to establish an internal audit unit have done so and many internal
audit units do not have sufficient number of auditors. Most central institutions carry out audits
according to strategic and annual audit plans. Tinely implementation of internal audit
recommendations needs to be improved and the quality assurance of internal audit further
developed.

The Central Harmonisation Unit (CHU) has continued to focus on system development and
dissemination of methodologicglidance. It has continued to conduct internal audit quality
reviews and has initiated internal control quality reviews. The quality of the CHU annual
report on the state of PIFC implementation is improving. In addition to recommendations on
systemic weatkesses, it now contains relevant State Audit Institution (SAI) recommendations
and follows up on the recommendations from the previous period. The Government included,
for the first time, mandatory instructions to ministries to act upon recommendatimnepro

in the 2018 consolidated annual report which was adopted in September 2019.

External audit

S e r bconatidusonal and legal framework provides for the independence of the state audit
institution (SAl) in line with the standards of the InternaticdDeganisation of Supreme Audit

Il nstitutions (I NTOSAI ). The SAlIl 6s financi al

budget approval process.

The SAI has currently 305 staff, including 268 audit staff, out of a planned number of 431
posts. instiwtioalAdpacty to carry out its core audit tasks is adversely affected

by the continued focus on the detection of errors and filing of misdemeanour, economic
offence and criminal charges against individuals which it drains its resources and affects its
capacity to undertake its core audit task. The appropriateness of this requirement in SAIl law
should be reviewed in the medium term. The lstanding issue of not having suitable
business premises is yet to be resolved.

Thequality of audit work is contnuously improving with the support of the dedicated sector

for audit methodology and quality control. Due to optimisation of its organisational structure
and an ongoing effort to increase performance audits, the SAI has significantly stepped up its
perfomance audit capacity and has carried out 12 performance audits in 2019, compared to
two in 2018.Since 2019, responses to the audit reports andgpolét reports are published at
SAl's website.

The SAIl has continued to increase thgpact of its audit work by improving cooperation

with stakeholders and by increasing its communication with the media. For the first time since
its establishment, SAI's activity report was not only discussed in the relevant parliamentary
committee, but also in the plenary imn& 2019. Consequently, the National Assembly
adopted a conclusion recommending the government to act within its powers to ensure the
implementation of SAl recommendations.

Protection of the EUO6s financi al i nterest s

Serbia has achieved a high degreaajfuis alignment, but full harmonisation with the EU
Directive oO0on the fight against fraud to t
still needs to be ensured. Serbia is implementing the-202@ national antfraud strategy to
protectthe Ed6s f i nanci aanti-fraud coordimagon serviceTAFEOS) in the
Ministry of Finance has six employees, even though the planned number of staff is 10. During
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2019, the AFCOS conducted 18 administrative checks, compared to a total of 15 skce 201
This resulted in the termination of eight contracts and requests for reimbursement of
improperly spent funds. Serbiaooperates with the European Commissionduring
investigations and it reports on irregularities and suspected fraud cases. SincEe2DiER,

has reported 36 cases via an online irregularity management system, including nine cases in
2019. Serbia needs to keep up its efforts in further developing a solid track record on
cooperation in investigations and reporting of irregularities.

Protection of the euro against counterfeiting

In this area, Serbia has achieved a high degraemfisalignment. Thetechnical analysisis

carried out by the National Bank of Serbia. It provides specialised training programmes for
licenced entities, which arauthenticating euro coins and which have been processing euro
denominated banknotes since 1 January 2020. The central bank has formal cooperation
agreements with the European Commission on coins and with the European Central Bank on
banknotes. Regionaboperation with other central banks is ongoing. Serbia continues to take
part in the Pericles 2020 programme.

6.33. Chapter 33: Financial and budgetary provisions

This chapter covers the rules governing the
The® resources mainly consist of: (i) contributions based on the gross national income of

each Member State; (i) customs duties; and (iii) a resource based on-added tax.

Member States must have the appropriate administrative capacity to adequatalinatmor

and ensure the correct calculation, collection, payment and control of own resources.

Serbia hasome levelof preparation concerning the specific administrative conditions |for
own resources. The group for the coordination and management of the®hb resources is
operationalSome progressvas made in terms of preparatory work for the implementation of

the previous reportds recommendations |land wi
correct functioning of the own resources system.

Thepr e vi o0 u s reacoranpendatior® semain largely valid also for the coming period.
Serbia should in particular:

Y take further steps to strengthen the administrative capacity ebtrdination group and
institutions involved in the own resources system;

Y develop the organisational and procedural links between these institutions;

Y step up preparations to meet the specitiministrativeconditions for own resourceas
laid down in the own resources regulations

There was some progress in the underlying pdieas indirectly affecting the own resources
system for progress in these areas, see Chapters T@xation, 18 Statistics, 29 Customs
union, and 32 Financial contro).

Regardingraditional own resources(TOR), the customs legislation rams largely aligned

with the EUacquis The customs law and the law on customs service adopted in December
2018 entered into force in June 2019. Ser bi
place to ensure that cases of fraud and irregularitiesepeted to the national authorities.
However, reporting is manual and it remains to be seen whether the national reporting can
serve OWNRES purposes. Customs continued the simulation of TOR accounts in 2019.
Control of activities is carried out by severddpartments in the customs administration,
including its internal audit department, as well as the external audit carried out by the SAI.
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As regards thealue added tax (VAT)based resourceSerbia continued to further align the
national VAT system with BJ rules.Sufficient data sources are available for the calculation

of the Weighted Average Rate, deriving from the Supply and Use Tables that were published
for the first time in 2019.

As regards thgross national incomebased resourcenational accountare compiled largely

in line with the European System of Accounts (ESA 2010). In 2018 and 2019, Serbia has
conducted a major revision of gross domestic product (GDP) data including a whole series of
methodological improvements. Serbia made further effortamprove the exhaustiveness of

the national accounts and the gross national income (GNI) calculations. The GNI estimates
include those of the neobserved economy. VAT fraud is not yet estimated. The results of
tax audits are not yet used to improve texhaustiveness of the national accounts.. The
Statistical Office continuously improves its methods and data sources and regularly transmit
GNI and Gross Domestic Product (GDP) data to Eurostat. Serbia is recommended, based on
the already existing desption of sources and methods used to compile National Accounts, to
start drafting the GNI Inventory.

Regardingadministrative infrastructure , the capacity of the institutions in the relevant
policy areas needs to be further strengthened. The group foodhdination and management

of own resources of the EU tasked with ensuring correct calculation, accounting, forecasting,
collection, payment, control and reporting on the implementation of tiés &Wn resources
policy and rules needs to be better sthffeurrently it has only one employee) and supported

to fulfil its coordination tasks. Also, the organisational and procedural links between the
institutions involved in own resources should be developed.

120



ANNEX | T RELATIONS BETWEEN THE EU AND SERBIA

Within the framework of theccession negotiationseighteen chapters have been opened
(including si nc éfret mavemeny & eapitdlsandiSEnancial serviced),

two of which have been provisionally closed (chapters 25 and 26). Swtied its
negotiating positions on chapters 2, 3, 14, 21 and 27. Serbia was also invited to table its
negotiating positions on chapters 10 and 28.

Serbia is participating in th8tabilisation and Association ProcessSerbia continued to

build a track reord in implementing the obligations of the Stabilisation and Association
Agreement (SAA). In 2019, Serbia adopted a new law on state aid control that largely aligns
the countryo6s | acguiss thia area.cCompliance issuds hemainBndiea

of fiscal discrimination on alcohol, on restrictions on the acquisition of real estate, and on
discriminatory issuance of payment cards by banks. Finally, as regards public procurement,
inter-governmental agreements concluded with third countries thanol implementation
should follow the EU principles of equal treatment, transparencydisenimination and
competition. This has also the effect of preventing EU companies from participating in large
scale infrastructure projects implemented in the trgun

Serbia is participating in th&tabilisation and Association ProcessSerbia continued to
build a track record in implementing the obligations of the Stabilisation and Association
Agreement (SAA). In 2019, Serbia adopted a new law on state aid cthatrddrgely aligns
the countryds | eagquisih this areanSerhiantlegislation eemalh$&non
compliant with the SAA in a number of areas, including fiscal discrimination on alcohol, on
restrictions on the acquisition of real estate, andliscriminatory issuance of payment cards
by banks. As regards public procurement, hgi@vernmental agreements concluded with
third countries and their implementation do not always follow the EU principles of equal
treatment, transparency, ndiscrimination and competition. As a result, EU companies may
be prevented from participating in largeale infrastructure projects implemented in the
country.

Regular political and economic dialogue between the EU and Serbia continued.
Subcommittee meetings werheld, together with a meeting of a special group on public
administration reform. The Stabilisation and Association Parliamentary Committee met in
October 2019Serbia also participates in the ministerial dialogue between the economic and
finance ministes of the EU and the candidate countries, where joint recommendations are
adopted. The most recent meeting was held in May 2020.

I n 2019, Serbiabés alignment rate with EU Con
60%. Serbia continued to participasetively in EU crisis management missions and
operations under the Common Security and Defence Policy.

Visa-free travel for citizens of Serbia travelling to the Schengen area has been in force since
December 2009. Aeadmissionagreement between the EurapdJnion and Serbia has been

in force since 2008. The Commi ssionds July
mechanism concluded that Serbia continues to meet the visa liberalisation requirements.

Under IPA 1l, Serbia continues to benefit fropre-accession assistancevith a total

allocation of EUR 1.4 billion for the period 2029020. The IPA National Programme 2019,

adopted in November 2019, amounts to EUR 138.5 million overall, with most of the funding
supporting alignment with the Eldcquis rule of law, competitiveness, research and
development and innovation, as well as helping to improve the capacities for civil protection

and disaster resilience. The first part of the IPA National Programme 2020 amounting to EUR

70.2 million was adoptedinFebuar y 2020. The programme suppo
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and negotiation process, local development and sustainable social development and economic
growth. An additional EUR 40 million in 2019 and EUR 45 million in 2020 were allocated to

the IPA Rural Deelopment programme (IPARD). As part of the response to the CQ9ID
pandemic, EUR 15 million have been refocused for urgent medical equipment and EUR 78.4
million for sociceconomic recovery measures under IPA Il. Other programmes have also
been reorientd to help reduce the impact of the pandemic. The EU has continued to support
Serbia in border and migration management following the refugee crisis o2PQB5 Serbia

also benefits from the IPA mutountry and regional programmes and participates un fo
crossborder cooperation programmes, as well as in transnational cooperation programmes.

Serbia participates with IPA supportiitJ programmes including Horizon 2020; COSME;
Customs and Fiscalis 2020; Erasmus+ and Creative Europe; Europe for Citizens;
Employment and Social Innovation.
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STATISTICAL DATA (as of 03.04.2020)

Serbia

Basic data Note 2007 2014 2015 2016 2017 2018
Population (thousand) 7 398 7 147b 7114 7076 7 040 7 001
Total area of the country (km?) 77 474 77 474 77 474 77 474 77 474 77 474
National accounts Note 2007 2014 2015 2016 2017 2018
Gross domestic product (GDP) (million national currency) 2 523 496 4 160 549 4312 038 4521 265 4754 368 5 068 589
Gross domestic product (GDP) (million euro) 31558 35 468 35716 36 723 39183 42 856
GDP (euro per capita) 4 280 4 970b 5030 5200 5580 6 140
GDP per capita (in purchasing power standards (PPS)) 8 870 10 500 10 730 11 050 11 390 12120
GDP per capita (in PPS), relative to the EU average (EU-27 = 100) 36.1 395 39.1 39.2 39.0 40.2
Real GDP growth rate: change on previous year of GDP volume (%) 6.4 -1.6 1.8 3.3 2.0 4.4
Employment growth (national accounts data), relative to the previous year (%) : : : :

Labour productivity growth: growth in GDP (in volume) per person employed, relative to the

previous year (%)

Unit labour cost growth, relative to the previous year (%)

**3 year change (T/T-3) in the nominal unit labour cost growth index (2010 = 100)

Labour productivity per person employed: GDP (in PPS) per person employed relative to EU

average (EU-27 = 100)

Gross value added by main sectors

Agriculture, forestry and fisheries (%) 7.4 8.4 8.0 8.2 7.3 7.7
Industry (%) 28.7 26.2 26.4 26.3 26.5 25.4
Construction (%) 5.4 3.8 4.5 4.7 5.0 5.4
Services (%) 58.5 61.6 61.1 60.8 61.2 61.5
Final consumption expenditure, as a share of GDP (%) 96.0 91.6 88.4 86.9 87.0 85.8
Gross fixed capital formation, as a share of GDP (%) 23.8 15.9 16.8 16.9 17.7 20.1
Changes in inventories, as a share of GDP (%) 1.2 0.6 18 1.0 1.8 2.6
Exports of goods and services, relative to GDP (%) 27.3 42.1 45.3 48.6 50.5 50.8
Imports of goods and services, relative to GDP (%) 48.3 50.2 52.3 53.4 57.1 59.3
Gross fixed capital formation by the general government sector, as a percentage of GDP (%) : : : : : :
Business Note 2007 2014 2015 2016 2017 2018
Industrial production volume index (2015 = 100) 106.2 93.2 100.0 104.9 109.3 110.8
Number of active enterprises (number) : : : 90 905p 85 546p :
Birth rate: number of enterprise births in the reference period (t) divided by the number of 151 : 11.5p

enterprises active in t (%)
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Death rate: number of enterprise deaths in the reference period (t) divided by the number of 7.5 6.3p

enterprises active in t (%)

People employed in SMEs as a share of all persons employed (within the non-financial

business economy) (%)

Value added by SMEs (in the non-financial business economy) (EUR million) :

Total value added (in the non-financial business economy) (EUR million) 16 442

Inflation rate and house prices Note 2007 2014 2015 2016 2017 2018
Harmonised consumer price index (HICP), change relative to the previous year (%) 5.8 2.3 15 1.3 3.3 2.0
**Annual change in the deflated house price index (2015 = 100)

Balance of payments Note 2007 2014 2015 2016 2017 2018
Balance of payments: current account total (million euro) -5473.6 -1984.7 -1 233.8 -1074.9 -2 050.8 -2222.8
Balance of payments current account: trade balance (million euro) -7 112.9 -4110.7 -3644.5 -3118.9 -3997.5 -5245.3
Balance of payments current account: net services (million euro) -245.0 465.3 729.2 907.0 966.1 1091.6
Balance of payments current account: net balance for primary income (million euro) -981.6 -1342.6 -1 658.0 -2022.2 -2533.4 -2 206.6
Balance of payments current account: net balance for secondary income (million euro) 2 866.0 3003.3 3339.6 3159.2 35139 4137.5
Net balance for primary and secondary income: of which government transfers (million euro) 1) 125.3 89.2 125.2 79.2 141.3 262.1
**3 year backward moving average of the current account balance relative to GDP (%) 2) -11.5 -7.4 -4.9 -4.0 -3.9 -4.4
**Five year change in share of world exports of goods and services (%) 86.3 13.6 22.7 33.6 47.2 27.1
Net balance (inward - outward) of foreign direct investment (FDI) (million euro) 2528.2 1236.3 1803.8 1899.2 2418.1 3187.9
Foreign direct investment (FDI) abroad (million euro) 691.0 264.2 310.4 227.8 130.0 307.9
of which FDI of the reporting economy in the EU-27 countries (million euro) : 35.1 48.8 63.2 67.2 95.5
Foreign direct investment (FDI) in the reporting economy (million euro) 3219.2 1500.4 2114.2 2126.9 2548.1 3495.8
of which FDI of the EU-27 countries in the reporting economy (million euro) : 1051.7 1509.6 1370.8 1701.7 1961.3
**Net international investment position, relative to GDP (%) -91.5 -94.9 -94.4 -90.8 -86.9
Year on year rate of change in gross inflow of remittances (in national currency) from migrant -5.4 12.8 -4.0 8.6 :
workers (%)

Public finance Note 2007 2014 2015 2016 2017 2018
***General government deficit / surplus, relative to GDP (%) -1.8 -6.2 -3.5 -1.2 1.1 0.6e
***General government gross debt relative to GDP (%) 30.1 67.5 71.2 68.8 58.7 54.4e
Total government revenues, as a percentage of GDP (%) 41.5 39.0 39.3 40.8 41.5 41.5e
Total government expenditure, as a percentage of GDP (%) 43.3 45.2 42.8 41.9 40.4 40.9e
Financial indicators Note 2007 2014 2015 2016 2017 2018
Gross external debt of the whole economy, relative to GDP (%) 55.1 72.4 73.5 72.1 65.1 62.5
Gross external debt of the whole economy, relative to total exports (%) 214.3 177.7 166.8 152.4 132.2 126.0
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Money supply: M1 (banknotes, coins, overnight deposits, million euro) 3) 3141 3562 4148 4923 5653 6 704
Money supply: M2 (M1 plus deposits with maturity up to two years, million euro) 4) 4928 5075 5776 6 546 7 360 8611
Money supply: M3 (M2 plus marketable instruments, million euro) 5) 11 407 15 280 16 193 17 794 19 206 22 047
Total credit by monetary financial institutions to residents (consolidated) (million euro) 10771 19 708 20719 21 632 22 806p 24 606
**Annual change in financial sector liabilities (%) 6) : 0.5p 3.1p 4.9p 3.4p 12.6p
**Private credit flow, consolidated, relative to GDP (%) : : : : :
**Private debt, consolidated, relative to GDP (%) : : : : : :
Interest rates: day-to-day money rate, per annum (%) 8.27 9.45 2.61 3.04 2.27 2.43
Lending interest rate (one year), per annum (%) 12.50 10.50 6.50 5.50 5.00 4.25
Deposit interest rate (one year), per annum (%) 7.50 5.50 2.50 2.50 2.00 1.75
Euro exchange rates: average of period (1 7) 79.964 117.306 120.733 123.118 121.337 118.272
Trade-weighted effective exchange rate index, 42 countries (2005 = 100) : : :

**3 year change (T/T-3) in the trade-weighted effective exchange rate index, 42 countries

(2005 = 100)

Value of reserve assets (including gold) (million euro) 9 633.6 9907.2 10 378.0 10 204.6 9 961.6 11 261.8
External trade in goods Note 2007 2014 2015 2016 2017 2018
Value of imports: all goods, all partners (million euro) 13501 13512 14 425 15 225 17 559 20 074
Value of exports: all goods, all partners (million euro) 6 615 10 562 11 447 12 742 14 365 15 650
Trade balance: all goods, all partners (million euro) -6 886 -2 950 -2 978 -2 483 -3194 -4 424
Terms of trade (export price index / import price index * 100) (number) 101.8 105.5 107.8 111.2 107.9 105.7
Share of exports to EU-27 countries in value of total exports (%) 59.9 64.6 65.5 65.7 65.7 67.0
Share of imports from EU-27 countries in value of total imports (%) 56.8 55.8 55.9 57.4 57.5 55.9
Demography Note 2007 2014 2015 2016 2017 2018
Crude rate of natural change of population (natural growth rate): number of births minus -4.7 -4.9b -5.4 -5.1 -5.5 -5.4
deaths (per thousand inhabitants)

Infant mortality rate deaths of children under one year of age (per thousand live births) 7.1 5.7 5.3 5.4 4.7 4.9
Life expectancy at birth: male (years) 70.9 72.8b 72.8 73.2 73.1 73.5
Life expectancy at birth: female (years) 76.5 78.0b 77.9 78.3 78.1 78.4
Labour market Note 2007 2014 2015 2016 2017 2018
Economic activity rate for persons aged 2071 64: proportion of the population aged 201 64 that | 8) 67.9 68.0b 68.1 70.0 71.2 72.5
is economically active (%)

*Employment rate for persons aged 20i 64: proportion of the population aged 207 64 that are | 8) 55.7 54.8b 56.0 59.1 61.5 63.1
in employment (%)

Male employment rate for persons aged 20i 64 (%) 8) 65.1 62.5b 63.7 66.3 68.5 70.5
Female employment rate for persons aged 201 64 (%) 8) 46.5 47.2b 48.3 51.9 54.5 55.8
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Employment rate for persons aged 55i 64: proportion of the population aged 55i 64 that are 8) 335 36.7b 37.3 42.7 455 46.5
in employment (%)

Employment by main sectors

Agriculture, forestry and fisheries (%) 19.9 19.4 18.6 17.2 15.9
Industry (%) 20.2 19.9 20.2 21.2 225
Construction (%) 4.5 4.5 4.3 4.1 4.4
Services (%) 55.4 56.1 57.0 57.5 57.2
People employed in the public sector as a share of total employment, persons aged 20i 64 314 29.7 28.3 27.8 27.3
(%)

People employed in the private sector as a share of total employment, persons aged 201 64 68.6 70.3 71.7 72.2 72.7
(%)

Unemployment rate: proportion of the labour force that is unemployed (%) 8) 18.1 19.4b 17.8 15.4 13.6 12.8
Male unemployment rate (%) 8) 15.8 18.5b 16.9 14.8 13.0 12.1
Female unemployment rate (%) 8) 21.2 20.5b 18.8 16.2 14.4 13.8
Youth unemployment rate: proportion of the labour force aged 15i 24 that is unemployed (%) | 8) 43.7 47.4b 43.2 34.9 31.9 29.7
Long-term unemployment rate: proportion of the labour force that has been unemployed for 8) 14.6 13.0b 11.4 10.0 8.2 7.6
12 months or more (%)

Unemployment rate for persons (aged 25i 64) having completed at most lower secondary 18.6 15.8 13.7 12.3 134
education (ISCED levels 0-2) (%)

Unemployment rate for persons (aged 25i 64) having completed tertiary education (ISCED 14.5 14.4 13.4 11.8 10.6
levels 5-8) (%)

Social cohesion Note 2007 2014 2015 2016 2017 2018
Average nominal monthly wages and salaries (national currency) 9) 38744 61 426b 61 145 63 474 65 976 68 629b
Index of real wages and salaries (index of nominal wages and salaries divided by the 95.5 97.5 95.2 97.6 98.5 102.3
inflation index) (2010 = 100)

GINI coefficient 38 40 40 38 36
Poverty gap : 39.3 375 39.4 38.8 37.4
*Early leavers from education and training: proportion of the population aged 181 24 with at 8) 10.7 8.5b 7.5 7.0 6.2 6.8
most lower secondary education who are not in further education or training (%)

Standard of living Note 2007 2014 2015 2016 2017 2018
Number of passenger cars relative to population size (number per thousand population) 199.6 251.5b 257.7 267.7 279.6 285.7
Number of mobile phone subscriptions relative to population size (humber per thousand 1142.6 1317.1 1293.8 1291.8 12314 12114
population)

Mobile broadband penetration (per 100 inhabitants) : :
Fixed broadband penetration (per 100 inhabitants) 35.4 37.8
Infrastructure | Note | 2007 2014 2015 2016 2017 2018
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Density of railway network (lines in operation per thousand km?) 10) 49.2 49.3 48.6 48.6 48.6 48.1
Length of motorways (kilometres) 374 607 693 741 963 963
Innovation and research Note 2007 2014 2015 2016 2017 2018
Public expenditure on education relative to GDP (%) 4.2 4.0 3.7 3.6 3.7 3.6
*Gross domestic expenditure on R&D relative to GDP (%) 0.58 0.72 0.81 0.84 0.87 0.92
Government budget appropriations or outlays on R&D (GBAORD), as a percentage of GDP 0.39 0.40 0.41 0.36 0.38 0.37
(%)

Percentage of households who have internet access at home (%) 26.0 62.8 63.8 64.7 68.0 72.9
Environment Note 2007 2014 2015 2016 2017 2018
*Index of greenhouse gas emissions, CO; equivalent (1990 = 100) 97.1 72.0 81.7 81.5 80.4 :
Energy intensity of the economy (kg of oil equivalent per 1 000 euro GDP at 2010 constant 543.2 410.5 447.5 449.8 449.4 424.3
prices)

Electricity generated from renewable sources relative to gross electricity consumption (%) 27.5 31.0 27.1 29.0 24.5 28.0p
Road share of inland freight transport (based on tonne-km) (%) 41.5 41.2 48.7 51.5 63.1
Energy Note 2007 2014 2015 2016 2017 2018
Primary production of all energy products (thousand TOE) 10481 9444 10 763 10 695 10 496 10 025
Primary production of crude oil (thousand TOE) 662 1216 1121 1028 988 976
Primary production of solid fuels (thousand TOE) 7 893 5713 7201 7201 7216 6 609
Primary production of gas (thousand TOE) 198 444 456 417 389 358
Net imports of all energy products (thousand TOE) 6 042 3736 4108 4593 5330 5385
Gross inland energy consumption (thousand TOE) 16 601 13 359 14 809 15432 15748 15528
Gross electricity generation (GWh) 36 550 34 060 38298 39 342 37 045 :
Agriculture Note 2007 2014 2015 2016 2017 2018
Agricultural production volume index of goods and services (at producer prices) (2010 = 100) 86.7 110.1 103.2 112.3 98.9 113.3
Utilised agricultural area (thousand hectares) 35729 3518.2 3480.4 3456.0 3438.1 3486.9
Livestock numbers: live bovine animals (thousand heads, end of period) 1087.1 920.1 915.6 892.8 898.7 878.3
Livestock numbers: live swine (thousand heads, end of period) 3831.9 3235.7 3284.4 3021.2 2910.5 27823
Livestock numbers: live sheep and live goats (thousand heads, end of period) 1881.2 1966.7 1991.9 1865.1 1886.8 1907.6
Raw milk available on farms (thousand tonnes) 1 669.6 1596.1 1610.8 1603.7 1599.3 1590.0
Harvested crop production: cereals (including rice) (thousand tonnes) 6 663 10 848 8 437 10 869 6 793 10 529
Harvested crop production: sugar beet (thousand tonnes) 3412 3507 2183 2684 2514 2325
Harvested crop production: vegetables (thousand tonnes) 964 965 1108 1156 1087 830

Source: Eurostat and the statistical authorities in Serbia
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: = not available

b = break in series

e = estimated value

f = forecast

p = provisional
s = Eurostat estimate

u = low reliability
* = Europe 2020 indicator
** = Macroeconomic Imbalance Procedure (MIP) indicator

*** = The government deficit and debt data of enlargement countries are published on an "as is" basis and without any assurance
as regards their quality and adherence to ESA rules.

1)
2)
3)

4)
5)

6)

Footnotes

Secondary income only.

2007: based on balance of payments manual edition 5 (BPM5).

The money supply M1 consists of currency in circulation and funds in giro, current and other accounts belonging to
the owners of money balances in banks' liabilities, including money balances in the accounts of local government
bodies, in other words accounts from which payments can be made without any restrictions.

The money supply M2, in addition to M1, includes other dinar deposits, both short-and long-term.

The money supply M3, in addition to M2, includes short and long-term foreign currency deposits (without the so-
called frozen foreign currency savings).

2014: the total financial sector liabilities are the sum of all liabilities of the financial sector excluding captive financial
institutions.

Arithmetic mean of official middle exchange rates of the dinar against the euro on working days.

2014: change of weighting system.

2007: wages and salaries paid to employees of legal entities. 2014-2017: wages and salaries paid to employees of
legal entities and of unincorporated enterprises. 2018: average earnings calculated on the basis of the total amount
of accrued earnings for the reporting month and the number of full-time equivalent (FTE) employees.
Underestimate as the density has been calculated relative to the surface area (including inland waters) rather than to
the land area.
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