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1. Introduction
1.1. Context

In February 2016, the country appliédr EU membership and in September 2016 the
European Council invited the European Commission to submit its opinion on the merits of
Bosnia and Herzegovina's application. In May 2019, the Commission adopted its Opinion and
accompanying analytical report 1o s ni a and Her zegovi nadls EU
The Opinion identifies 14 key priorities for Bosnia and Herzegovina to fulfil in order to be
recommended for the opening of accession negotiations, in the areas of democracy /
functionality, the rule oflaw, fundamental rights, and public administration reform. In its
December 2019 conclusions, the EU Council welcomed the Opinion and invited the
Commission to focus its annual reports on Bosnia and Herzegovina, starting with the one in
2020, on the implenmeation of the key priorities from the Opinién.

Bosnia and Herzegovina continues to implement the Stabilisation and Association Agreement
and the meetings of the joint bodies under the agreement took place regularly, except for the
parliamentary commites which has yet to adopt its rules of procedures.

The public political commitment of the authorities at all levels of government to the strategic
goal of European integration remained to a large extent merely declarative and was not turned
into concrete etions, as political leaders spent the reporting period engaging in party politics
and unconstructive political disputes, which impeded the appointment of a new government
until late 2019, 14 months after the October 2018 elections, and hindered itStenwviaas.

Some steps have been taken in the recent months, amid the dO\fiandemic, to address

the key priorities from the Opinion. In October 2019, the Council of Ministers adopted an
action plan for the implementation of the recommendations fronCtbemmi s si onods
analytical report, whose content was not fully agreed among all levels of government. The
Constitutional Court repealed the provision on the death penalty iRRépeblika Srpska
entity constitution, fulfilling part of key priority 10. Ilggslative amendments following a
political agreement in June 2020 should allow holding local elections in Mostar in December
for the first time since 2008, thus fulfilling part of key prioritylt.July 2020, all levels of
government adopted the strateffmmework on public administration reform, contributing to
key priority 14.Bosnia and Herzegovina adopted the revised National War Crimes Strategy in
September 2020, contributing to key priorityPseparations are also ongoing to hold the joint
parliametary committeeBosnia and Herzegovina needs to move forward on the other key
priorities too.

The outbreak of the COVH29 pandemic is a global shock that has not spared the Western
Balkans. It represents an unprecedented burden on their health anghsmertion 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 Commission estimates foresee a drop of between 4 and 6%
of Gross Domestic Product (GDP) in the regi®housands 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.

! SWD(2019) 222 final, COM(2019) 261 final
https://www.consilium.europa.eu/en/press/pnestsase019/12/10/councitonclusionson-commission
opinionon-bosniaand-herzegovinas-applicatiorfor-membershimpf-the-europearunion/
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While the EU is itself heavilyféected 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 address the immediate
health crisisand 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 partners by associating them witmtheolh 6 s
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 EU export restrictions ofamedic
equipment. These and other measures have provided immediate relief and are a clear message
of the EUG6s political commi t ment towards the

In the initial response to the COWID outbreak Bosnia and Herzegovina reacted promptly
and closely followedyjlobal recommendations by introducing mitigation measures to prevent,
slow down and control the transmission of the virus. The authorities also increased health
system capacities and-ogiented health providers towards COVID designated facilities.
Degite the initial success of the health authorities to prevent and control the spread of the
virus, early relaxation of the restrictive measures was followed by an epidemiological peak
during the summer months. By all relevant parameters and benchmarksspbase of the
health system was comparatively effective in curbing the initial CGlADbutbreak in the
country, however, coping with the later peak proved to be challenging. During the €0QVID
outbreak, health services were provided to all persoBoamia and Herzegovina, including
migrants and asylum seekers, irrespective of citizenship or health insurance status.

The COVID-19 crisis demanded a high level of coordination among all levels of government
which proved challenging in practice. The efii®d crisis management bodies acted in their
respective jurisdictions, without countrywide harmonisation of decisions and actions. The
fragmentation of the healthcare system compounded coordination difficulties, and formal
strategic response plans wer developed. Restrictive measures were relaxed gradually and

i n a mor e har moni sed manner t hroughout t he
protective epidemiological measures remains limited.

It is of utmost importance that emergency measures takgngdthe crisis are not at the
expense of fundamental principles and values and that such measures remain proportionate,
time-bound and subject to democratic oversight.

1.2. Summary of the report

Regarding thepolitical criteria, during most of the repang period the Parliamentary
Assembly of Bosnia and Herzegovina was blocked for political reasons, which resulted in a
legislative backlog, and the Council of Ministers acted in caretaker function, pending the
appointment of a new government, which onlgk@lace in December 2019, 14 months after

the general elections. The Federation entity government is still in a caretaker function. Bosnia
and Herzegovinab6s Constitution remains 1in b
Rights (ECHR), as per the Sejdrinci and related cases. No progress was made in improving
the electoral framework in line with European standards and ensuring transparency of
political party financing. Amendments adopted in July 2020 should allow holding local
elections in Mostar fothe first time since 2008. Preparations are also ongoing to hold the
Stabilisation and Association Parliamentary Committee, as well as develop and adopt a
national programme for the adoption of the EU acquis. No progress was made in ensuring an



enabling evironment for civil society. Meaningful and systematic consultations with civil
society remain to be ensured.

Bosnia and Herzegovina is at an early stage pithlic administration reform (PAR) and

there was no progress on ensuring a professional anditobégex civil service and a
coordinated countrywide approach to policy making. All levels of government adopted the
strategic framework on public administration reform and now need to adopt the related action
plan. A political body steering the coordiimat of public administration reform is not yet
established. To guarantee a professional civil service, civil service procedures must be based
on merit principles and free from political interference.

Bosnia and Herzegovina is at an early stage/has some level of preparation in the area of
judiciary . No progress was made in this area during the reporting period. No appropriate
action was taken to address the findings of the Expert Report on Rule o$dias.i Integrity

reforms have met resistance from within the judiciary. Evident signs of deterioration require
urgent measures to strengthen the integrity
with a credible and rigorous system of veritioa of financial statements of judicial office

holders. Obstructions to judicial reforms from political actors and from within the judiciary

and the poor functioning of the judiciary wun
against corruptioand organised crime.

Bosnia and Herzegovina is at an early stage/has some level of preparation in the prevention
andfight against corruption and organised crime No progress was made in addressing the
Opinion key priorities and 2019 recommendations ia #nea, as well as the findings of the
Expert Report on Rule of Law issues. Corruption remained widespread and is a serious
concern, with all levels of government showing signs of political capture directly affecting the
daily life of citizens. There argystemic shortcomings in the operational cooperation of law
enforcement agencies and a very limited exchange of intelligence. The police is vulnerable to
political interference. Financial investigations and asset seizures are largely ineffective. The
contact point for cooperation with Europol is not yet operational. No steps were taken to
establish cooperation with Eurojust. The country needs to improve its capacity and continue
its efforts in the fight against terrorism and drug trafficking.

As regarddundamental rights, while the legislative and institutional framework is largely in
place; a comprehensive strategic framework remains to be adopted. Some steps wére made
notably, the Constitutional Court repealed the provision on the death penaltyReghblika
Srpskaentity constitution, and the first LGBTI Pride Parade took place peacefully in
Sarajevo. Challenges remain on freedom of assembly, notably Rethgblika Srpskantity.
Significant reforms are needed to ensure that all citizens ardcabbeercise their political
rights and to overcome the practice of o6two
quality education for all. There was no progress on guaranteeing freedom of expression and of
the media and the protection of journ&i®y ensuring the appropriate judicial follayg to

cases of threats and violence against journalists and media workers, and ensuring the financial
sustainability of the public broadcasting system.

The EU has provided considerable support to Bosnia amdelgovina to managuaigration.

The EU urges Bosnia and Herzegovina authorities to urgently take all necessary measures to
prevent a humanitarian crisis from unfolding. The EU also expects violations of the law to be
duly investigated. Bosnia and Herzegwvineeds to ensure effective coordination, at all
levels, of border management and migration management capacity, as well as the functioning
of the asylum system.



As regards theconomic criteria, Bosnia and Herzegovina has made limited progress and is
at an early stage of establishing a functioning market economy. The quality of economic
governance suffered from delays in government formation and insufficient cooperation at
entity and state levels, paralysing among others progress towards improving ithessus
environment which is held back by significant weaknesses, including in market entry and exit
procedures, the rule of law and supervisory and regulatory institutions. Economic growth
benefitted from strong domestic demand, reflecting sizeable inftdwgorkers remittances

and low inflation. The public sector remained oversized and inefficient. The financial sector
remained stable and lending increased, while unemployment has declined, partly due to a
substantial labour force outflow. However, the emoic impact of COVID19 led to a sharp

drop in economic activity and a marked deterioration in the labour market.

Bosnia and Herzegovina made limited progress, and remains at an early stage in terms of
capacity to cope with the competitive pressure ancketaorces in the EU. The overall

guality of education remained low, while measures to improve the transport and energy
infrastructure have remained insufficient. The extent of structural adjustment has been
limited, although there has been some divesitici on i n t he countrybés tr

Bosnia and Herzegovina has continued to participate activalggional cooperationand
maintain good neighbourly relations. Progress on alignment with the EU Common Foreign
and Security Policy has been made andikhbe further pursued.

Bosnia and Herzegovina is overall at an early stage/has some level of preparation regarding
its level of preparedness and ability to take ondbiggations of EU membershipand needs

to significantly step up the process to aligrihrnihe EU acquis and implement and enforce
related legislation. Limited to no progress was made on the different EU acquis chapters
during the reporting period. Particular attention should be paid to the areas of free movement
of goods, right of establishent and freedom to provide services, information society and
media, agriculture and rural development, fisheries, transport policy, energy, economic and
monetary policy, statistics, social policy and employment, enterprise and industrial policy,
regional wlicy and coordination of structural instruments, education and culture, consumer
and health protection, and financial control.

2. FUNDAMENTALS FIRST : POLITICAL CRITERIAA ND RULE OF LAW CHAPT ERS

2.1. Fundamentals first: Functioning of democratic instituions and Public
Administration Reform

2.1.1. Democracy

The reporting period was marked by the stalemate in forming thelestateand Federation
entity governments following the October 2018 elections. Although a political agreement had
been found alreadin March 2019, Bosnia and Herzegovina remained with a caretaker
government for 14 months until December 2019, while coalition partners remained embroiled
in a longstanding dispute over the NATO integration of the country and over the control of
the Saravo and Tuzla cantonal governments. A breakthrough was reached with international
and EU facilitation. Nonetheless, the political environment remained polarised, with repeated
calls from theRepublika Srpska&ntity, in November 2019 and February 2020, dlb back
reforms and to block Statevel institution. The reshuffling of the Central Election
Commission also further strained relations within the ruling coalitime need for a
coordinated response to the COVID crisis helped to temporarily put gatal issues aside,



but tensions persiste@he Federation entity remains to date with a caretaker government. In

such a political atmosphere, little action has been taken by political actors to address the 14
key priorities of t héeiorCandracdorapsanyingnadasyticaiieepgort. 2 0 1 9
On 28 April 2020, the Presidency tasked the Council of Ministers to present an action plan on

the Opinion key priorities. A political agreement in June 2020, leading to legislative
amendments in July, should allofer local elections to be finally held in Mostar on 20
December 2020.

Elections

Some progressvas made towards addressing part of the Opinion key priority 1 on ensuring
that elections are conducted in line with European standards by implementing the
recommendations of the Office for Democratic Institutions and Human Rights at the
Organisation for Security and Cooperation in Europe (OSCE/ODIHR) and relevant Venice
Commission recommendations, ensuring transparency of political party financing, and
holding municipal elections in Mostar. Legislative amendments adopted in July 2020 should
allow residents of Mostar to vote by the end of the year.

No legislative steps were taken to implement the comprehensive set of recommendations
issued by the Office for @&mocratic Institutions and Human Rights (ODIHR) of the
Organi sation for Security and Cooperation in
Group of States against Corruption (GRECO). These recommendations address the
transparency and overall integrivf the electoral process and the implementation of election
results. Bosnia and Herzegovina does not have an action plan for this.

Due to the Parliamentodés inaction foll owing
elections have not been held in Mostar since 2008. In October 2019 the European Court of
Human Rights (ECtHR) established in tBaralija case that there was discriratory

treat ment of Mostar residents due to the St
elections. The ECtHR requested the country to amend its legislation within 6 months, also
noting that the Constitutional Court has the power to set up rmtarrangements if the
Parliament fails to do so. A political agreement on 17 June 2020 was followed by the swift
adoption of legislative amendments in July 2020. These developments paved the way for
Central Electoral Commission to announce the holdingocéll elections on 20 December

2020 in Mostar.

In March and May 2020, the House of Representatives decided on a different composition of
the Central Election Commission. Court cases on the legality of the appointment process are
pending. The decision of théentral Election Commission to postpone local elections from

4 October to 15 November 2020 due to lack of budget allocations was unsuccessfully

challenged before both the Constitutional Court and the Court of Bosnia and Herzegovina.

Parliament

The Parlisnentary Assembly was blocked for most of 2019 for political reasons, resulting in a
heavy legislative backlog. Blockages continued in 2020 as well. The legislative assemblies in
the country remain weak in relation to the executives, with little cooperathamg them an

weak capacities to ensure a harmonised alignment with theadgjuis Legislation an
practices on registration of political parties and on political party financing needs |to be
improved.Some progressvas made in addressing the Opinion keiprity 3 on ensuring th

proper functioning of the Stabilisation and Association Parliamentary Committee.




The Parliamentary Assemblyof Bosnia and Herzegovina was blocked for most of 2019 due

to the political dispute surrounding the appointment of a staetelevel Council of Ministers.

This had heavy repercussions on the democratic functions of Parliament, with no progress in
legislative work and lack of oversight of the executive. Following the political agreement on a
new government, by early 2020 bdtbuses of Parliament appointed their members to the
standing committees and joint standing committees, enabling legislative work to get
underway. The appointment of inggarliamentary delegations was completed only in January
2020.

After five years of ®lemate, in July 2020 the Parliament adopted the proposal of rules of
procedure of the Stabilisation and Association Parliamentary Committee (SAPC). Such rules
of procedure, which foresee twbirds majority voting without ethnic rules, must now be
confirmed at the next meeting of the joint body. The country needs to ensure the functioning
of the SAPC. Political dialogue at parliamentary legein obligation under the SAA.

Despite legislation laying down a 40% gender quota for candidates, in the2QPPL8rm
women account for 21% of the members of the House of Representatives (9 out of 42) and
20% of the members of the House of Peoples (3 out of 15). The rules of procedure requiring
gender balance in the appointment of members of the collegiums anelegfatibns to
international organisations are largely ignored. There are no measures to promote the political
representation of disadvantaged groups of women.

Citizens who do not declare themselves as Bosniaks, Croats or Serbs cannot be appointed to
the datelevel House of Peoples; since 2009 the ECtHR has establishedSreiisFincil
case law that these restrictions are in breach of the Convention and its Protocols.

Entity parliaments have been in regular operation since October QDt®. May 2019the
Parliament of thé-ederation entity adopted 16 laws in urgent procedure out of 18 (89%). In
the Republika Srpskaentity, the National Assemblydopted in the reporting period84 laws

in fasttrack procedures out of 107 (36%hcluding the budget; such procedures are in
principle reserved only for exceptional cases. There are no specific standing committees on
oversight and control of the entity government. In June 2020 the entity assembly adopted new
rules of procedure, airdeat improving the quality and speed of parliamentary work.

The statdevel parliament suspended their sessions from March to May 2020 due to the
COVID-19 pandemic; the Federation entity introduced rules of procedure for online sessions.
In the RepublikaSrpskaentity, on 28 March the parliament declared a state of emergency,
suspending parliamentary works and entrusting the entity President with the power to issue
decrees with force of law in matters of entity competence. In this period, 19 decrees with
force of law were adopted. The entity parliament terminated the state of emergency on 20
May and confirmed all adopted decrees on 23 May.

The parliamentary forum on European integration did not hold any session in 2019,
negatively affecting the coordinatidoetween members of sectoral committees. All legislative
assemblies, including at cantonal level, need to significantly improve their cooperation,
notably to ensure a harmonised countrywide alignment process based on a national
programme for the adoptiaf the EUacquis The capacities of legislative assemblies to align
with the EU acquis should be significantly enhanced, if necessary by pooling resources
countrywide.All assemblies should ensure that the legislation inclumiesct assessments

and shouldstep up the oversight of the governments, including by monitoring the
implementation of legislation.



The legislation on the registration pblitical parties needs to be harmonised across the
country. Bosnia and Herzegovina has made no progress in ensansparency of campaign
financing and in preventing misuse of publ i
audit department needs to strengthen its capacity to monitor compliance with the regulation

on political party financing. The country needis ensure appropriate legislative and
institutional followrup to the outstanding GRECO and OSCE/ODIHR recommendations on
political party financing, including transparency of campaign costs and sanctions for breaches.
Issues persist in relations to interperty democracy, which include a lack of democratic

internal policies and structures. There are no women among the political party leaders, and

few in other party leadership positions.

Governance

The Statdevel Council of Ministers acted in caretakiemction for most of 2019. The
appointment of new governments in the Federation entity and in two cantons remain pending.
The executives have littleapacities for coordination and policy planning, including on EU
matters.This requires strengthening thér&€torate for European Integration, and making full

use of the coordination mechanisho progresswas made in addressing the Opinion |key
priority 2 on developing and adopting a national programme for the adoption of the EU acquis
(NPAA), reflecting the ole of all levels of government in aligning with the Btquis

The composition of th€residencyof Bosnia and Herzegovina remains in violation of the

ECHR and its Protocols, as established since 2009 in the EStelR-Finciicaselaw. The

lack of consensus among members of the Presidency led to long delays in the appointment of
the new government . Presidency decisions tal
supported by thdRepublika Srpskantity parliament, and &re invalidated in July 2019,

February and July 2020. Despite disagreements, the Presidency managed to act coherently to
respond to the COVIEL9 outbreak. On 28 April, ahead of the Zagreb Summit, the Presidency
adopted conclusions aimed at starting to esslrthe Opinion key priorities, including by

tasking the Council of Ministers to develop an action plan on the 14 key priorities and a
methodology for the program of EU integration (NPAA).

The Council of Ministers continued to work in a caretaker functifm the whole 2019, often

only via telephone sessions. A new Council of Ministers was not appointed until 23 December
2019, 14 months after the general elections. The last ministerial appointments took place in
July 2020. As in its previous compositionethew government includes 2 women among the

9 ministers (22%), with responsibility for foreign affairs and for civil affairs.

The Council of Ministers acted swiftly in the context of the COM® pandemic, including

by declaring a state of natural or athgisaster in the whole country on 17 March and
activating the coordination body for protection and rescue. The Council of Ministers
continued to meet regularly and with growing intensity across the CQ¥9Ipandemic crisis.

As regardshe EU integration genda, in October 201®e Council of Ministersadopted the
20182021 mediunterm development strategy, as well as an action plan for implementing the
recommendations from the Commissionds 2019
plan was not full agreed among all levels of government.

The governments of tHeepublika Srpskantity and of most cantonsorked regularlyn the
reporting period. The government of tiRepublika Srpskantity declared a situation of
emergency on 16 March, which remains in force, and a state of emergency, from 3 April till
20 May. The governments of tlrederation entity and of the Herzegovirderetva Canton



and Canton 10 acted in a caretaker mandatugfmout 2019 and 202@ursuing a less
ambitious agenda, as new executives have not been appointed since the election. The
Federation government declared a state of disaster from 16 March till 29 May.

In 2019, the Sarajevo Canton government introduced amtious anticorruption and
transparency measures, restructuring public companies and addnedsastgructural and
environmental challenges in the canton. Following a shift in alliances connected with the
formation of the statéevel coalition, a neconfidence motion was adopted in January 2020
and a new cantonal government took office on 3 March 2020.

The Constitutional Court of the Federation entity operates with only 5 judges out of 9; this
seriously impairs its decisiema ki n g, which requires a quorurm
nati onal Il nterestod vetoes is not able to fur
entity Presidency and Parliament should swiftly proceed to filjutthieial vacancies.

The entity and state governments adopted in October 2019 and January 2020 respectively a
document outlining a socieconomic reform programme for 202022. Bosnia and
Herzegovina needs to develop and implement a common action plasciofesonomic
reforms in line with the key shetérm recommendations from the Commission Opinion and
analytical report and with the joint conclusions of the economic and financial dialogue.
Coordination among executives at all levels has to be ensured f@neulating and
implementing this package of so@gonomic reforms.

The participation of womerin the executives across the country stands at around 20%, with
theRepublika Srpskantity scoring the highest with 6 women out of 16 minist&rs5%9 and
HerzegovinaNeretva Canton the lowest with no women among the ministers.

The capacities of governments at all levels to ensure coordination and policy planning are
insufficient. Coordination on EU matterseeds to be strengthened in order to efficiendigld

with increasing EU requirements. This calls for strengthening both the role and capacities of
the Directorate for European Integration, and making full use of the coordination mechanism
for the tasks required. As a key priority and outstanding obdigainder the SAA, Bosnia

and Herzegovina needs to develomational programme for the adoption of the acquis
(NPAA) that reflects the role different levels of government play in aligning with and
enforcing the EUacquis SAA obligations and other EU regements need to be duly
included in the NPAA and in the corresponding annual work programmes of all levels of
government.

The Republika Srpskantity has a 2012021 strategy for developirigcal selfgovernment,
while there is no such strategy at thdestavel or in the Federation entity.

Civil society

The overalllegal and regulatory framework faivil society in Bosnia and Herzegovina|is

broadly in line with the Elacquis No progresswas made in addressing the Opinion key

priority 11 on ensuring an enabling environment for civil society, notably by uphalding
European standards on freedom of association and freedom of assembly. Challenges remain,
as exemplified iince hfeorc alBeav iodio tnmoev efimleunsit i n E
and systematic consultations with civil society remain to be ensured as part of an inclusive
policy dialogue.A framework for the transparent funding of civil society organisations is
needed.

An empowered igil society is a crucial component of any democratic system and should be

10



recognised and treated as such by state institutions.

The legislation on freedom of association is broadly in line with standards and generally
upheld. However, activists dealingtv sensitive issues have been subject to threats, verbal
abuse and physical attacks. The distribution of public funds is not fully transparent and
impartial. Only a few municipalities have regulations for the transparent funding of civil
society organisans that are based on clearly defined criteria and require monitoring and
evaluation tools. A framework for the transparent funding of civil society is needed across the
country.

The legislation on freedom of peaceful assembly needs to be harmonisedtherosuntry

and aligned with European standards, in particular as regards grounds for restriction and the
responsibility of organisers. Civil society organisations have reported increasing attempts to
restrict freedom of assembly, in particularinrelati t o t he o6Justice for
Banja Luka, whose activists have been subject to intimidation, fines, and judicial prosecution.
The Sarajevo Pride parade organisers also reported facing with several additional burdens,
including extra costs fordaitional security requirements.

Legislation on public consultations is uneven across the country and there is no strategic
framework for cooperation with civil societyleaningful and systematic consultations remain

to be ensuredlhe Council of Ministerseeds to enact the 2017 charter on cooperation with
civil society organisations, notably by developing regular cooperation and consultations.

Civilian oversight of the security forces

The Parliamentary Assembly and its committees have a key role invérsight of the
countrybés security forces. Due to the parli a
and security and on the security and intelligence agency were not formed and did not hold any
session in 2019; the committees held their firssgm only in January 2020.

The Military Commissioner, who oversees the protection of the human rights and freedoms of
soldiers and personnel of the armed forces and the Ministry of Defence, conducted 92
proceedings in 2019, of which 8 are pending.

11



2.1.2. Public administration reform

Bosnia and Herzegovina is at aarly stagewith public administration reform. There w.
limited progress in the reporting period in addressing the Opinion key priority 14
completing essential steps in public admnagon reform towards improving the over
functioning of the public administration by ensuring a professional and depoliticiseq
service and a coordinated countrywide approach to policy making. The strategic fran
on public administration reforrvas adopted by the government of fRepublika Srpski
entity, two years after other governments did so. The State government aRdpihialika
Srpskaentity have established working groups to develop strategies on public fin
management for 2022025 However, stronger political commitment, sufficient financ
resources and more efficient coordination structures are needed to ensure a compr
and harmonised approach to public administration reforms. A political body steerir
coordination of public administration reform is not yet established. To guarant
professional civil service, civil service procedures must be based on merit principles a
from political interference.

In the coming year, Bosnia and Herzegovina should in paaticul

- adopt action plan for public administration reform and strategic framework for
financial management, establish a common performbased monitoring framework ar
ensure financial sustainability;

- establish a political decisiemaking body to s&r coordination of public administratig
reforms across all government levels;

- amend civil service laws to ensure respect of the merit principle at all leve
government and strengthen the capacities of civil service agencies to improve
resouce management and trainings

Strategic framework for public administration reform

In June 2020 the government of tRepublika Srpskantity also adopted the countrywide
strategic framework on public administration reform (PAR SF) 2018022, two years

after the State and Federation entity governments had done so. The related action plan has
been developed with participation of PAR Coordinators at state and entities levels and
remains to be adopted together with a coordinated monitoring and reporting sysiem
related indicators passport.

Insufficientpolitical support hinders the coordinated implementation of reforms by all levels

of government. Due to the lack of political ownership, budgetary resources for implementing
reforms are insufficientFinancial sustainability is not ensured, and reforms are mostly
donokdriven. The PAR Fund, an instrument to pool donor assistance and local funding, is not
operational since 2017, preventing coordinated assistance across the country. The country has
yet to demonsate political commitment to public administration reform by establishing a
political decisioamaking body to steer and coordinate reforms across all levels of
government, strengthen the existing coordination structures at technical level, and ensure
sufficient funding for the reform efforts.

Policy development and coordination

The policy-making systemin Bosnia and Herzegovina remains fragmented. The legislative
framework on mediurterm policy planning is incomplete and uneven. The Federation entity
adopted a set of bylaws regulating annual, Hyess and strategic planning. Otherwise, there
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has beemo progress in developing harmonised legal provisions or methodological guidance
for countrywide strategic planning. There is still no harmonisation between central planning
documents such as the medienm and annual government programme, framework kudge
document and action plan for implementation of priorities and no harmonisation of such
documents with the sector strategies. Quality review remains insufficient.

The legal framework fomclusive and evidencebased policy developmenis incomplete

and na consistently implemented. ThHRepublika Srpskantity simplified procedures on the
regulatory impact assessment for {ewvaking. The impact and quality of the analysis
supporting policy proposals needs to be improved across all levels. The financiehtiop$

are not systemically calculated, and the collection and use of administrative data for policy
making are not ensured.

The legal framework opublic consultationsneeds to be improved and applied consistently.
The legislative framework does notlfukstablish standards for monitoring and reporting on
key government planning documents at each level of government, thus preymirtilitg
scrutiny over government work. Beyond legislative measures, more efforts are needed to
raise awareness on variousriis of consultation with the public. It remains key to strengthen
technical capacities at all levels of government on how to regularly use public consultations as
a tool of policymaking.

Public financial management

A countrywide public financial managenent (PFM) reform strategy has yet to be
developed and adopted to ensure a common reform direction on PFNRephblika Srpska

entity continue to lack a PFM strategy, whereas all other levels have continued to implement
reforms on PFM strategies that coimean end in 2020. However, in light of the COVID

crisis and the need to maintain functioning PFM systems, all levels of government have
embarked on a process of developing new PFM strategies until 2025 by establishing working
groups; the Federation ra=to establish the same working group. The challenge continues to
be that PFM reform programmes at various levels of government need to be further aligned
with international standards on budget formulation and execution procedures, monitoring,
transpareng of budget data and forecasting. Public institutions at all levels have insufficient
internal audit capacity and inadequate internal controls, especially for public procurement.
Reform efforts need to target the substantial payment arrears of the j@ahdic 81 particular

in the health sector, and target the management of publiahed enterprises in order to
increase transparency, fiscal sustainability and efficiency in the sector. The management of
public investments needs further upgradir®ed ale Chapter 5 and Chapter 32

Bosnia and Herzegovina has not yet achieved suffidieriiget transparency Annual

budgets and reports on budget implementation are only published bies&tastitutions.

The lack of harmonisation of the charts of accoantstate and entity level hampers access to
consolidated data. iyear reporting still has to be improved at all levels. Available budgetary
information remains incomplete, and assessing the overall budgetary and fiscal policy is
difficult. Thereisnodii zensd® budget at any | evel of gove
to be adopted

Public service and human resources management

Ensuring a nospoliticised, merit-based and professional civil serviceemains a major
challenge. Thd&kepublika Srpskanttyand Br | ko Di stri ct made no
common policy framework on civil service. Different working conditions embedded in the
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legislation as well as divergent practices across levels of government (notably in respect of
selection and recruitrmé, scope of the civil service, transfers and promotions requirements,
appraisals and disciplinary procedures) could hamper the mobility of civil servants. All levels
of government lack a coordinated approach to human resource management and civil service
legislation. In particular, the Federation entity and cantons need to closely coordinate the
institutional setup of the civil service. The appointment of PAR coordinators in the cantons at
the end of 2019 was a positive step towards improved coordinattbm the Federation
entity. Political influence in recruitment and promotion procedures persists systematically
across all levels, with lack of transparency in the appointment of selection committees.
Candidates continue to be selected without applyiegtrprinciples and heads of institutions
continue to use great discretion in final appointments. All civil service laws and recruitment
practices have yet to ensure that ethnic criteria do not prevail over merit. The criteria for
dismissals and disciplimaprocedures are still insufficiently used, including the possibility to
appeal.

Human resources managemen(HRM) remains highly fragmented. Civil service agencies
and training units do not coordinate appropriately. A general lack of data and incansisten
methodologies prevent comparison of performance on HRM practices across government
levels. Monitoring of human resource management is not done consistently across levels of
government and civil service agencies do not make those data transparentublitheNjp
progress has been made in establishing functional HRM information systems (HRMIS) across
all levels of government. The State level needs to adopt a legal basis to render HRMIS
functional for civil service; the Federation entity has done so yn2R0; for the same aim,

the Republika Srpskeentity needs to clarify the responsibilities on HRMIS between
institutions in charge of public administration and the civil service agency. The administrative
capacities and coordination of civil service ages@and integrated training units need to be
strengthened. Theemuneration systemfor civil servants remains inconsistent across public
institutions and continues to lack transparency, also due to differences across the country in
salary legislation, jolslassification, and pay grades.

Insufficient resources are provided to civil service agencies for trainingoenidssional
development The performance appraisal system is formally in place but not used
systematically to justify promotions. A new rulebook performance appraisal of the civil
servants in the Federation entity has introduced the use of behavioural competencies and
defined objectives as separate criteria for assessing the performance. There was no progress in
establishing a coherent systeor fair performance appraisal, promotion and training as a
right of a civil servant. Different recruitment and promotion requirements and practices
hamper the mobility of civil servants. There are no systemic, consolidated data on the
integrity of civil servants. Public perception of corruption of public officials remains high.

Due to the COVIB19 pandemicgivil service agencieemporary suspended and postponed

all recruitment procedures in the civil service, whilst training actiwtieseundertaken

online, where appropriate.

Accountability of administration

No progress was made in specifying in the legislation the different functions of administrative
bodies, or the conditions for establishing, merging or abolishing them. This leaves excessive
discretion to restructure the administration without consideration of the rationale and cost
effectiveness of changes. Clear supervision and reporting lines between ministries and
subordinated institutions are still lacking. The political level does not suffigieleflegate
decisionmaking responsibility to senior civil servants or to middle managemglso Gee
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Chapter 32

The recommendations of oversight mechanisms (Parliaments, the State Audit Institution and
the Human Rights Ombudsman) are rarely implementéis compromises the i t i zens o
right to good administration. Several institutions do not even respond to the
recommendations addressed to them, although they are legally obliged to d¢sscsefe

Chapter 23

The right to access public informationremainsuneven due to shortcomings in statutory
deadlines for replying to public information requests, an incoherent system to submit requests,
incompleteness of the information provided by the authorities, hardly accessible information
to the public and the poarse of a comprehensive public interest test to justify a refusal to
grant access to information. Legal provisions on data protection and on access to information
are still interpreted in a way that protects private rather than public interests. Thirekisia
effective institutional mechanisms for supervising implementation of the laws or sanctioning
violations. @Also see Chapter 23

Theci ti zensd right t oremairtss mmewen siue rtoathei differengesiia t i c e
efficiency of courts across theuntry. There are no effective remedies against the excessive
length of judicial proceedings. Though applicants may file a case with the Constitutional
Court, this measure does not ensure acceleration of the pending proceedisgssee

Chapter 23

Thereis no systemic collection of data onthei t i zens 6 r i ght foo seek
damage caused by unlawful actions or omissions of the public administration.

Service delivery to citizens and businesses

The legal framework for aiser-oriented administration varies substantially across the
country. The adoption of a new law on electronic identification and trust services for
electronic transactions in compliance with the &tduisis still pending. In October 2019, the
Office for the Supervision and Accredliion of Certifiers, established within the Ministry of
Communication and Transport, registered the first trust service provider, paving the way for
the introduction of qualified electronic signature in the country.

To foster a useoriented administratim the country has to ensure a harmonised approach to
the modernisation, simplification and digitalisation of services. Special administrative
procedures still need to be reviewed and either abolished or brought in line with the laws on
general administrate procedure. Different levels of authority decided to suspend time limits

in administrative procedures and disputes, except in urgent cases, for the duration of the state
of disaster or emergency. The delivery of public services was adjusted to thécspeci
measures to prevent the spread of COXIED Bosnia and Herzegovina should simplify and
harmonise business registration procedures and ensure full mutual recognition between
entities, including on concessions and licensing. Nestopshop exists forieher citizens or
businesses, except in tRepublika Srpskantity. Systematic monitoring of user satisfaction
with service delivery does not occur at any level.

2.2.1. Chapter 23: Judiciary and fundamental rights

Bosnia and Herzegovina hasme level ofpreparation to implement the Elhcquisand
European standards in the area of judiciary and fundamental rights.

No progresswas made during the reporting period. Obstruction of justice reform by political
actors and from within the judiciary, and the paarctioning of the judicial system continug¢d
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to undermine the citizensd enjoyment of righ
crime. The authorities and the judiciary have not taken action to address the findings of the
Expert Report on Rulefd.aw issues Corruption is widespread and the fight against it |has

not advanced. As regards fundamental right®g, provision on the death penalty in the
constitution of theRepublika Srpska&ntity was declared unconstitutional. The first LGBTI

Pride Parade was held in Sarajevo.

Functioning of the judiciary

Bosnia and Herzegovina is at early stage/has some level of preparatioim the area of the
judiciary. No progresswas made in addresgjrihe Opinion key priority 6. Two out of three
of the 2019 recommendations remain outstandiing. authorities and the judiciary have not
taken appropriate action to address the find
r epor t Reforinshaveiatss met resistance from within the judiciary, in particular with

regard to declaration and verification of assets of judicial office holders and evaluation of
judges and prosecutorSvident signs of deterioration requinegentmeasures to strength
the integrity and regain citizensd trulst i n
system of verification of assets of judicial office holdéd¥struction to justice reforritom
political actors and from within the judiciargnd the poofunctioning of theudicial system
continued to undermine the citizensdo enj oy me
organised crime.

In the coming year, Bosnia and Herzegovina should in particular:

- adopt the new law on the High Judicial @mbsecutorial Council and the new law on the
Courts of Bosnia and Herzegovina, in line with European standards;

- establish urgently a credible and rigorous system of verification of asset declaratjons of
judges and prosecutors, and members of the Higleidldnd Prosecutorial Council;

- apply consistently and significantly improve rules and practices on the appointment,
integrity and training of judges and prosecutors; ensure that a system of performance
appraisal is in place;

- effectively implement theevised National War Crimes Strategy and put in place ajnew
Justice Sector Reform Strategy.

Strategic documents

The countrywide 2012018 justice sector reform strategy and its action plan are outdated and
implementation is significantly behind schedulehas had almost no impact on reforms.
Bosnia and Her zegovi na needs t o step up t
establishing an updated timeline and by ensuring adequate monitoring and funding. At the
same time, decisive action must be takenraditcand adopt a new strategy and action plan
without further delay.

Legal and institutional framework

The legal and institutional framework has significant shortcomings. As an Opinion key
priority, the country needs to adopt the new Law on Courts of Bosnia and Herzegovina in

3 http:/europa.ba/wgontent/uploads/2019/12/ExpertReportonRuleofLawissuesinBosniaandHerzegovina.pdf
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order to achieve greater legal certainty and improve the functioning of theajydicotably

i n t he fight agai nst serious cCri maenatterT h e I
jurisdiction for particularly serious crimes in line with the standards set out in the Treaty on

the Functioning of the European Union. This law should pitswide for a separate secend
instance appellate court to strengthen the independence of the judicial review of the decisions
of the Court of Bosnia and Herzegovina.

Judicial sefgovernance body

In the reporting period, numerous shortcomings have beawident in the independence,
accountability and efficiency of the High Judicial and Prosecutorial Council (HJPC), which
have further significantly deteriorated trust in the judiciary. Corruption allegations against the
HJPC President have not been propenyestigated. In addition, the President did not
distance himself from political interference from other branches of government and took part
in hightlevel political meetings. This significantly undermines the independence and
impartiality of the judiciay, and how it is perceived by the public. The HIPC did not take
adequate followup action in these cases, including of disciplinary nature, which remains a
matter of serious concern. In the context of the CO¥Y®Dpandemic, the HIJPC failed to
promptly enste the continuity ofts own activities. It held its first online session only on 30
April. The HIPC sent to relevant executive and legislative authorities guidance relative to the
functioning of the judiciary on 22 March 2020, which were impletae through adoption of
legislative acts at the level of entities aBdr | ko Di stri ct, b.uThe not a
monitoring of gradual liberalisation of COVID9 measures is ongoing, with a view to
establish further needs for assistance to the ejiilieiary. The HIPC should monitor the
implementation of COVIBL9-related measures, including its end of April decision on
gradual liberalisation measures, to ensure continuous administration of justice.

As an Opinion key priority, Bosnia and Herzegovimeeds to adopt the new Law on the

HJPC on the basis of the 2018 legislative initiative to strengthen the independence and
accountability of the HIPC as a guarantor of the independence of the judiciary. This law
should align with European Standards the HHORC composi ti on, the el ec
responsibility of its members, as well as reform the appointment, promotion, performance
appraisal, disciplinary responsibility, conflict of interests and integrity of judicial office
holders, and establishapgi ci al remedy against all HIJPCOs
to be addressed in the |ight of thédindiagsr opean
of the Expert Report on the Rule of Law issues. The final draft law should be submitted to the
Venice Commission for an opinion, before adoption.

Independence and impartiality

No measure was taken in 2019 to improve the independence and impartiality of the judiciary,
which needs to be significantly strengthened in line with European standardslingclu
through additional constitutional and legal safeguards. Lack of impartiality and conflicts of
interest continued to be displayed by courts, in particular at the state level.

The rules on the appointment, promotion, career advancement, conflict dsiatend
disciplinary responsibility of judges and prosecutdis not sufficiently safeguard their
independenceln particular, appointments and career advancement are not sufficiently based
on merit. The practice of deviating from the order in which tdamdidates have been ranked
during appointment procedures, notably in the case of managerial positions, continued to be
the rule rather than the exception during the reporting period, and is therefore a matter of
serious concernkfforts are also needed tmake judicial appointment procedures more
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transparent Appointment decisions need to be more thoroughly motivated, according to
predetermined criteridMultiple adhoc appointment procedures make the system vulnerable.
Access tothe judicial and prosecutorial profession should be managed though the
organisation of a single annual examination. In addition, first access to the judicial or
prosecutorial profession should be conditional on completing a specialised preparatory
programme for candidatesin line with the findings of the Expert Report on the Rule of Law
issues Judges and prosecutors throughout the country need to be independent and impartial,
and perceived as suchhe new Law on HIPC should be urgently finalised angtadoto
address these shortcomings.

The application of regulatory safeguards aiming to engsupartiality is not consistent,
notably for conflict of interests. There are no sufficient security features to prevent abuse of
the random case allocation progdifor by the case management system, especially in small
courts, where reassignments without a specific justification are possibéiges and
prosecutors remain subject to internal and external pressure, including politically motivated
threats and intingiation.Such practices need to be forcefully addressed. Dedicated sanctions
for undue influence of the judicial office holders or public comments that would undermine
their independence are not available. Undue influence may lead to disciplinary or lcrimina
sanctions only in very specific cases. There are no established procedures carrying penalties
against undue influence or threats to judicial independence. The existing reporting mechanism
at the level of the HIPC, which may result only in an opiniorherréported cases of undue
influence, i's neither sufficient nor effecti
judicial independence significantly worsened during the reporting period.

Accountability

There is no effective and transparent sgsfor the submission, verification and processing of

the asset declarationsof judges, prosecutors, and members of the HIPC. This seriously
affects thentegrity of t he judiciary. Al courts and pr
however their im@mentation is uneveri.he process for recruiting judges and prosecutors

does not include any thorough integrity and assets verification or any assessment of the
candidatesodo ethical and moral standards.

Integrity reforms initiated by the HIPC have met resistance from within the judiciary, in
particular with regard to the declaration and verification of assets of judicial office holders.
This is worrying.In January 2020, the Court of Bosnia and Herzegovina hadlehribie
HJPC rulebook on verification of asset declarations of judicial office holders. This decision
seriously undermines the integrity objectives of the justice reform and raises impartiality
guestions. The lack of a separate second instance jurisdioticeview the decisions of the
Court of Bosnia and Herzegovina further aggravates the issue.

Deci sive action must be taken to regain citi
indispensable integrityelated amendments to the current LawHhJPC. These amendments

should be urgently adopted by the legislator, to establish a credible and rigorous system of
verification of asset declarations of judges and prosecutors, and members of the HIPC. A
functionally and financially independent stru@uwithin the HIJPC Secretariat should be
entrusted with the verification of asset declarations. To alleviate concerns about potential
abuse and manipulations, greater transparency must be ensured through publication of asset
declarations and close extermabnitoring. The asset declarations of management positions,

in particular of the president and members of the HIJPC, the court presidents and chief
prosecutors, must be submitted and processed as a matter of p&toiyld important
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irregularities be detted that amount to a disciplinary case, the file has to be passed over to
the office of the disciplinary prosecutor and other competent bodies for further investigation.
Theintegrity-relatedamendments to the current Law on HIPC should also providedess

to information in order to crosscheekset declarations, notably with the tax administration.
Decisive action should also be taken immediateélyluntary publication of asset declarations

by all HIJIPC members and judicial management should be furdmmouraged.
Implementation of integrity plans and code of ethics must be stepped up. In July 2020, the
HJPC has adopted a Rulebook on Internal Organisation and Systematisation of Posts,
providing for an integrity structure, which is not however operationth respect to the
verification of asset declarations.

Disciplinary procedures continue to have little dissuasive effedthere is no specific
disciplinary measure for the violation of codes of ethi@sjudges and prosecutors 2019

the office of he disciplinary prosecutor registered 46 complaints against 47 judicial office
holders (28% more compared to 2018he highest number ever; it completed 42 judicial
proceedings (25 from 2019, and 17 from 2018). 37 cases resulted in disciplinary medsures,
which 21 involved disciplinary plea bargaining. Two judicial office holders were dismissed.
There has been no progress in providing the disciplinary prosecutor with greater autonomy
and independence from the HIPC. The disciplinary panels are almasti\ely composed

of HIPC members without clear selection critefiihis constitutes a potential conflict of
interest, notably in cases where the members of the HIPC are subject to disciplinary
procedures.There are no rules guaranteeing full independescé impartiality of the
disciplinary panels or the right to judicial review of their decisions, except in cases of
dismissalsin 2019, the disciplinary panels composed of HIPC members have ruled that the
HJPC President and members may not be subjectsmplinary procedures. This is an
extremely worrying precedenthe urgent amendments to the current Law on HIJPC should
provide for the disciplinary liability of all members of the HIPC, including the President.
Disciplinary background should be duly taketo account in the performance, appraisal and
promotion of judicial office holders. The HIPC should consider suspending any appointment
or promotion until the disciplinary proceedings have been concli@gldire to submit asset
declarations, failure taleclare conflict of interests, and serious violations of the codes of
ethics should be duly sanctioned and accounted for during appointment, promotion, career
advancement and appraisal procedures, and should be a ground for disqualification and
negative apraisal. Urgent amendments of the currdrdw on HJPC should provide for
dissuasive sanctions for breach of integrity obligations and an explicit judicial remedy against
HJPC decisions concerning the career of judges and prosecutors.

Professionalism andbmpetence

Theappointment and career advancementjofiges and prosecutors is not sufficiently based
on merit and relies extensively on ethnic criteria or other considerations, especially for
presidents of courts and chief prosecutors. Criteria for atoeks judicial profession and in
particular for promotions remain insufficient. This is a source of serious concern.

In May 2020, by decision of th€ourt of Bosnia and Herzegovindghe criteria on
performance appraisalfor all judges and prosecutorsfwrce since January 2019, have been
annulled. This precedent is a major setback forcjatireform. Performance appraisal criteria

are key to promotion of a metiased career of judicial office holders. This decision also

affects all pending and futurg@pointments and challenges the competency of the HIPC to
enact the evaluation criteria for al | judge
recommendations and the case law of the Constitutional Court. A system of thorough and
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balanced performancappraisal based on quality criteria must continue be in place and
consistently applied to all judges and prosecutors, in line with the European standards.

Comprehensive training on public communication and media relations for courts and
pr os e c u tsasrreguireddofehnsure teansparency and public trust in the judiciary.

Quality of justice

The justice system is not sufficiently accessible aadsparent. Key court decisions and

confirmed indictments are not made available online, in particular numteyn casesThe

HJPC received 118 requests for access to information in 2019, all of which were processed.
The HIPC has noommunication strategy. Transparency and communication needs to be
significantly i mproved i nlprofessionglsyjdsiice users,theds i n
media and public at largeThe HIJPC case law database, which contains over 12,500
decisions, needs to be systematically populated with key rulings from all jurisdictions to
foster consistent case law across the couiiitng. database also needs to become accessible to

all citizens without charges. Dedicated case law departments should also be in operation in all

the highest judicial instances.

Case law lackgonsistency The legal status and effectiveness of the judicial panels for the
harmonisation of case law in civil, criminal and administrative matters need to be
significantly strengthened. Only the harmonisation panel on criminal law met in the reporting
period, adpting guidelines on two issues. Ultimately, Bosnia and Herzegovina needs to
establish a judicial body to ensure the consistent interpretation of the law and harmonisation
of case law across the four legal orders in the country.

There are 1,011 judges and 372 prosecutors, including 78 court presidents and 19 chief
prosecutors. 60% of the total number of judges and prosecutors and 46% of managers are
women. The 201%udget for the judiciary is EUR 137.3 million, which is more thtre

2018 budget (EUR 130.5 million accounting for 0.76 % of GDP). In 2019, EUR 104.8 million

was allocated to courts and EUR 29.6 millior
million and EUR 28.6 million in 2018). The funds allocated remain insafft to cover

investment needs and to improve the judicial infrastructure, since over 70% of the budget is
spent on salaries and compensations.

Training for judges and prosecutors remains insufficient. Significant improvements in the
duration and qualityof mandatory training are urgently needed. Its content should not be
limited to legal issues, but also address values and professional skills. Court presidents and
chief prosecutors need to be more involved in identifying the training needs of theil ls&aff

HJPC needs to strengthen the supervision of all judicial training activities based on the annual
reports received fromentdlye vel training centres. The coor ¢
be significantly improved. The entHgvel training cents are observers to the European

Judicial Training Network (EJTN), however they should benefit from the expertise within the
network in a more proactive manner.

A case management systemllows monitoring the activities and checking the performance
ofjudges and prosecutors on the basis of the a
offices regularly produce statistical reports for the HIPC as well as an annual activity report.

The HIPC needs to step up its oversight on the basis of reliable statisti@aon the
performance of the judicial system, including on case reallocations.

Efficiency
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The length of court proceedingsin 2019 further decreased (418 days) compared to 2018
(464 days) in norutility cases, as did the clearance rate at 103 % (105 % in 2018), but
remains very high. Weak trial management and lenient enforcement of procedural discipline
by judges add to lengthy proceedings. Managerial oversight of court presidigfits/ch
prosecutors needs to be increased. Legislation and implementing measures need to be adopted
urgently to address the excessive length of proceedings.

The overallbacklog for pending court cases amounts to 2.1 million cases, out of which
approximately 1 million are cases of unpaid utility bills. This seriously harms judicial
efficiency. The backlog of unpaid utility bill cases and small financial claims needs to be
reduced significantly by urgently amending the enforcement procedureifathie entities
and t he Brtd rkaie débt soltectioncniore efficienthe backlog for notwtility
cases slightly decreased by 3.7% compared to 28di8ual quotas to reduce the backlog in
connection with qualitative performance appraisal criteria, should fubtheised to reduce

the backlog of cases, without hampering the quality of justice.

The use of court settlement aalternative dispute resolutionmethods, notably conciliation
and mediation, needs to be promoted and applied in line with European staantthtoksst
practices.

Domestic handling of war crime cases

Bosnia and Her zegovi nrdednational €onpnalrTabunalofor thevi t h  t
former YugoslavidICTY) and its successor institution the International Residual Mechanism

for Criminal Tribunals (RMCT-Mec hani s m) i's assessed as sat|
Office of Bosnia and Herzegovina continues to closely collaborate with the Office of the
Prosecutor of the Mechanism, processing an increasing number of requests for assistance
fromd | prosecutorsé offices in Bosnia and Her
Office of the Prosecutor of the Mechanism continues to assess positively the work of the
Prosecutorés Office of Bosnia and Heofzegovi
indictments for war crimes were filed in 2019.

The revised National War Crime Strategy was adopted by the Council of Ministers on 24
September 2020. Its adoption was pending since July 2018. The strategy provides the
necessary framework for Bosnia arddrzegovina to process the backlog of war crimes cases

more efficiently, by providing clearer criteria for distribution of cases to lower courts and
prosecutorsodé officed evred tPhwsexlult owidrsg Otf i é c<x
complex ases. The effective implementation of the revised National War Crimes Strategy
should start with no delayRegional judicial cooperation in processing war crime cases
remains largely ineffective. The bilateral protocols on cooperation related to war ,crimes

cri mes agai nst humani ty and genoci de bet we
Herzegovina and its counterparts of Serbia, Croatia and Montenegro have helped to reduce
judicial impunity but have not been used recently. Cooperation with Serbidethas

indictments being issugpursuant to cases transferred from Bosnia and Herzegovina, which

are yet to lead to convictions. Cooperation with Croabatinued to face a number of
impediments and has not led to tangible resultsA pr ot ocol wi th the Mon
office is in place but is not used.

Out of the 214 yet unresolved cases, 89 proceedings for war crimes are pending before courts
in Bosnia and Herzegovina due to the unavailability of the indicted persolisnégdmultiple
citizenships, these individuals are allegedly residing in neighbouring countries. This enables
them to escape justice by taking advantage of the prohibition in the countries of the region to
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extradite their own nationals for the criminal erites of genocide, crimes against humanity

and war crimes. They are also benefiting from the lack of progress of other jurisdictions in
addressing the crimes in questi@erbia has failed to enforce the final sentdmameded down

in Bosnia and Herzegovinagai nst Novak Dj uki despite
cooperation tools which are applicable between the countries concerned.

War crime casesas been gradually reduced, however the processing of these cases, in
particular the most complex onessighject to serious delays. The revised national war crimes
strategy, whose adoption is pending, should include new timelines for the completion of all
war crimes cases by 2023. With an estimated amount of 1,210 cases in July 2013, the total
number of unreslved war crime cases had been reduced to 68.1%) by 31 December

2019; around 253 of these were complex cases. An estimated 214 cases (34,5%) are pending
due to the unavailability of the suspects; they require reinforced regional cooperation. In 2019
the number of confirmed indictments and the conviction rates remained stable in the entities
and the Brl ko District, while decreasing at
and Herzegovina should enhance its efforts to process the mostegotagks and improve

the quality of investigations and indictments.

Fight against corruption

Bosnia and Herzegovina is at aarly stage/has some level of preparatiom the fight
against corruptiorNo progresswas made in addressing the Opinion key priority 7 and 2019
recommendations, which remain outstandifige authorities and the judiciary have not taken
action to address the findings of the Expert Report on Rule of Law issues on the fight jagainst
corruption. Corruption remained widespread and all levels of government show signs of
political capture directly affecting the daily life of citizens. There has been no progress on
effective implementation of artiorruption strategies and action plans. Lack ofrfrarisation
of legislation across the country and weak institutional cooperation and coordination
continued to hamper the fight against corruption. The track record on preventign and
repression of higtevel corruption remains very limited, due to operationefficiency and
political interference. The authorities need to ensure appropriate legislative and institutional
follow-up to the outstanding GRECO recommendations, notably on political party fingncing
and conflict of interest.

In the coming year, Bosanand Herzegovina should in particular:

- adopt the law on the prevention of conflict of interest at state level, and complete the legal
framework on the protection of whisttdowers;

- demonstrate progress towards establishing a track record cgptiession and prevention
of high level corruption, and ensure an effective and independent judicial process in the
COVID-related corruption cases;

- adopt a new statievel anticorruption strategy and action plan, and ensure the effective
functioning and cordination of corruption prevention bodies at all levels of government.

Track record

In 2019, 5linvestigationswere initiated by the State Investigation Protection Agency (SIPA)

into cases of corruption, of which 13 were finalised. 13 reports agaiqsrgons (68 natural

and 8 | egal entities) were sent to the comp
only a few investigations have been finalised.

There were 181 indictments countrywide, with a decrease of 3.8% compared with 2018 while
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the numier of convictions was 221, a large majority of which were suspended sentences. The
trend shows that there is a very limited number of final convictions ingrgtile cases.

During 2019, indictments were filed in 9 cases (10 in 2018). The HIPC has addietea

for the identification of higHevel corruption cases. Nevertheless, data on final convictions
may not be technically retrieved from the Case Management System. This has to be remedied
with urgency. Sanctions are not sufficiently effective, disste and proportionate. Plea
bargain agreements are frequent and sanctions are lenient because of the excessive application
of mitigating circumstances, with prison sentences often suspended or even converted into
fines. Most of the convictions were pramzed for abuse of office or authority.

Efforts remain insufficient to establish a track record of proactive investigations, prosecutions
and final convictions for corruption. In particular, progress in @yl cases remains
insignificant and needs twe seriously stepped up.

In the area otonflict of interests a statdevel commission has not yet been established. As
regardsasset declarations,585 public officials of statéevel institutions are required to
submit their financial reports for vecftion. In 2019, the number of financial reports filed

was 138; all other officials failed to submit their financial reports. In absence of théestite
commission, no reports were checked and no sanctions were imposed. A positive trend was
recorded inthe Sarajevo Canton, where 478 out of 740 office holders submitted asset
declarations. 230 out of 262 office holders who failed to submit declarations were sanctioned
with misdemeanour warrants during the reporting period. Identified asset discrepareies ha
been referred for further investigation. Rules on conflict of interests are not enforced in the
Federation entity Assetdecharations ef elBctedl affwialsDarestadei c t .
available to the public through the website of the Cefiedtion Commission, which has no
obligation to check their accuracy. In Sarajevo Canton, asset declarations of office holders are
published on the website of the cantonal-antruption office.

The Agency for Prevention of Corruption and Coordinationhef Fight against Corruption

(APIK) granted administrative protection wehistle-blowers in one case in 2019, compared
with two in 2018. There is no legislation on whidblewer protection in the Federation
entity. Legislation at all levels of governmergeds to be aligned with the Edquis

Institutional framework

Corruption Prevention

The institutional framework on corruption prevention is largely in place and dedicated
corruption prevention bodies have been set up in almost all jurisdictions. Howilese
functioning and coordination of corruption prevention bodies among themselves and with the
APIK are not sufficiently effective APIK should play a much more proactive role in
implementing GRECO recommendations and aligning with internatistaaldards. During

the reporting period, APIK has finalised a framework plan for the prevention of corruption
during the COVIDB19 pandemic, which led to subsequent action plans agreed by the relevant
levels of government, except tRepublika Srpskantity.

Corruption prevention bodies at the cantonal level are largely set up onlat duasis,
without full-time professional members and are subordinated to the cantonal government.
Their independenceneeds to be significantly strengtheneay do human and mterial
resources. The anticorruption office of the Sarajevo Canton made good progress. In 2019, the
office processed 372 reports of corruption, of which 219 were sent on to the competent
authorities for further investigation and action. No judicial folHopy has been reported in
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these cases. The Prosecutoros Office of Sar
Expert report on the rule of law issues, established efficient cooperation with the
anticorruption office and ensured prosecutorial folgpvin the reported cases. The
corruption prevention body of the Sarajevo Canton has advanced a mapping of corruption
risks and adopted a methodology on public procurement monitoring in GO¥ liandemic

related measures. The methodology was followed up déogdivernment of Canton Sarajevo.

It also processed 70 reports of irregularities, referring more than 20 reports to competent
institutions for followup. The Br | ko Di stri ct has designate
whistle-blowers, however it still needs be rendered operational.

Bosnia and Herzegovina needs to introduce a comprehensive and effective system of
electronic public procurement to foster transparency and reduce abuse of public resources. An
enhanced monitoring system of possible abuses of the Law on Public Procurerrentha

COVID-19 pandemic was implemented by the Public Procurement Agency of Bosnia and
Herzegovina and prosecutorés offices through

Law enforcement

The criminal justice policy throughout the whole country is largely ineffective inigfne f
against corruption. This is in part due to inadequate penalties that do not ensure sufficient
deterrence. Deep legal fragmentation and frequent conflicts of jurisdiction leading to transfers
of cases slow down proceedings and reduce efficiency. Theepis not proactive in
launching investigations.

Special Prosecution Offices were established at the state level andRephblika Srpska

entity. However, their effectiveness in fighting corruption remains very weak. Specialised
departments atthe#eer at i on prosecutorods office and at
set up. Specialised departments in prosecuto
level corruption cases and their independence must be significantly strengthenagrePress

and interference in ongoing investigations, especially in high level cases, has continued and is

a source of major concern.

The state | evel prosecutords office started
to the public procurement of@/ID-19 medical equipment, largely reported in the media.

The investigation is still ongoing. This case triggered unprecedented interference with the
investigation. Such undue pressure on the independence of the judiciary is worrisome. The
Court of Bosniaand Herzegovina ej ect ed the prosecutorsod re
suspects, and ordered the preventive measure of prohibition to contact other suspects or
witnesses. Contrary to its prior practice, the court did not order the sipandgf these

preventive measures by the law enforcement agency.

Legal framework

The lack of harmonisation of legislation across the country and weak institutional cooperation
and coordination continued to hamper the fight against corruption. The couattg no

progress in adopting @eomprehensive law on prevention of conflict of interest, in line with
international standards. The Federation entity needs to adopt legislation on conflict of interest
as well as on the effective protection of whidilewers The Br| ko Distri
introduce an effective system of monitoring and prevention of conflict of int€eptublika
Srpskaentity needs to align its conflict of interest legislation with international standards.

Lack of transparency seriously herd the fight against corruption. The legislation on
political party financing needs to be further aligned with international standards, particularly
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with pending GRECO recommendations. Legislation on freedom of access to information at
state and entity lel needs to be further aligned with international and European standards.
Data protection laws are interpreted in a way that protects private rather than public interests.
There is no legislation to effectively prevent and address corruption in theepse@or and

no regulation of lobbying.

None of the GRECO recommendations have been implemented in their entirety. The
authorities need to ensure appropriate legislative and institutional fafjovo fulfil the

outstanding recommendations, notably onitpall party financing and conflict of interest.

The Centr al El ection Commissiond6s Audit Dep.
compliance with political party financing regulations.

Strateqgic framework

Anti-corruption strategies and action pldnrave been put in place across the country, but need

to be urgently updated and harmonised. There has been no progress on effective
implementation in 2019. The std&vel anticorruption strategy and action plan have expired.
New strategic documents need laelopted with no delayand their implementation
significantly improved Anti-corruption strategies need to be harmonised across the country;
adequate funding should be provided and monitoring mechanisms established to ensure their
implementation.

Fundamenal rights

The legislative and institutional framework on fundamental rights is largely in place. Limited
efforts were made over the reporting period to address the Opinion key priorities 8.and 9

on fundamental rights. Notably, the Constitutional Coepealed the provision on the death
penalty in theRepublika Srpsk&ntity constitution, and the first LGBTI Pride Parade tpok
place peacefully in Sarajevo. The exercise of freedom of assembly remains restricted in the
Republika Srpskeentity, where actiists have been subject to intimidation and judicial
prosecution. Significant reforms are needed to ensure that all citizens are able to effectively

exercise their political rights and tlhus b
framework into ine with theS e j-Kincilcaselaw of the ECtHR. Divided education also
needs to end in order to overcome the |pract

inclusive and quality education for all. Gendiexrsed violence, Hreatment of detainees and
the protection of minorities, including the Rofare also issues of concern. The country also

needs to develop a comprehensive strategic framework on human rights and on the protection
of mi norities, including on t endatiossi renam n a | j
outstanding.

In the coming year, Bosnia and Herzegovina should in particular:
- implement courtulings to put an end to divided education;

- designate the national preventive mechanism on torture atrdatment and amend the
Law on the Human Rights Ombudsman;

- ensure full respect, protection and promotion of freedom of assembly and expression, and
refrain from further actions that adversely impact the exercise of these rights.

“I'n line with the terminol ogy of European institutio
number of different groups, without denying the speitiés of these groups.
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Bosnia and Herzegovina is not an observer country of the European Union Agency for
Fundament al Right s. The country should alre
collecton of relevant data on fundamental rights.

Bosnia and Herzegovina has ratified all major Europeanirednational human rights
instruments, most of which are included in its Constitution. Bosnia and Herzegovina
underwent the third cycle of the Univerdaériodic Review on 13 November 2019; UN
Member States issued 207 Recommendations, of which the country accepted 204. The
country did not notify the Council of Europe as regards the state of disaster / emergency and
the measures undertaken during suchrengen derogation to the ECHR.

The European Court of Human Rights (ECtHR) delivered 21 judgments concerning 379
applications in 2019 (up from 6 in 2018) finding that Bosnia and Herzegovina had violated
rights guaranteed by the European Convention on HurRngints, most of them related to the

right to a fair trial, protection of property, right to liberty and security, freedom of expression
and nonrdiscrimination. 1,784 applications were submitted to the Court during 2019, bringing
the total number of appkltions pending before the court to 1,816. There are three groups of
cases under standard and enhanced supervisory procedure, concerning electoral rights,
repossession of properties, and detention conditions for vulnerable persoSseTjh&irici)

Z o r ,rGil faakdPilav rulings require constitutional amendments to ensure the equality of
political rights among all citizens; they have not been implemented.

Bosnia and Herzegovina has no comprehensive policy framework oprdhetion and
enforcement of humanrights, including countrywide strategies on human rights, orn non
discrimination, and on the protection of minorities in the absence of these strategies, the
protection of human rights continues to be uneven acrog®timry.

The Law on the Ombudsman sh&o be amended in line with the 2017acereditation
recommendations, in order to improve the Omb
designate it as a national preventive mechanism against torture darehtithenti an
international obligation fothe country; the House of Representatives has rejected such
amendments during the reporting period. The tripartite composition and consensual decision
making of the Ombudsman institution needs to be revised in thédemdto ensure its
effective functiming. In 2019, the Ombudsman received 3,218 complaints and issued 304
recommendations out of which 109 (35%) were implemented by public and private
institutions, the same rate as in 2018 and 2017. The Ombudsman has not opened any minor
offence proceeding®r noncompliance with its recommendations in the past 5 years, despite
having competence to do so. It also has not made use of its competence to initiate or intervene
in administrative or judicial proceedings. During the state of natural disaster /ezogrthe
Ombudsman called upon the authorities to ensure in particular the protection of the human
rights of vulnerable categories of citizens and to safeguard freedom to provide information.

On theright to life, in October 201%e Constitutional Courepealed the provision on death
penalty in theRepublika Srpskantity constitution. The issue was listed among the key
priorities on fundamental rights in the 2019 Commission Opinion.

As regardstorture and ill -treatment, the Ombudsman received 126mplaints in 2019,
down from 144 in 2018. Reports of-tleatment of suspects and prisoners in police stations
and detention facilities are processed at a slow rate and only a few officgrsnésieed.
Bosnia and Herzegovina needs to fulfil its obligat under the Convention against Torture,
including by adopting a statevel framework law clearly defining countrywide criteria on the
rights of civilian victims of wattime torture, which remain uneven across the country. In
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August 2019, upon a petitiasf wartime sexual violence victims, the UN Committee against
Torture condemned the practice of application of statute of limitations in compensation claims
and requested Bosnia and Herzegovina to establish an effective reparation scheme at the
national level to provide adequate and just satisfaction to victims of torture. The country
needs to ensure full compliance with this decision.

Legislation on therison systemis neither sufficiently harmonised throughout the country
nor fully aligned with Europeaand international standards. The Bosnia and Herzegovina law
on execution of criminal sanctions was last amended in 2013 with provisions on mutual
cooperation, specialised professional training and National Preventive Mechanism, amongst
others. While legisition on the execution of criminal sanctions has entered into force in 2018
in the Republika Srpskantity, similar legislation remains to be adopted in the Federation
entity to address longtanding issues, such as transfer of prisoners across Entitgréord
professionalisation of prison management and security staff and agttiofya fully-fledged

parole system. There is no countrywide strategy on the prison system. The State prison in East
Sarajevo was opened in July 2020, three years after complbtibms not yet in operation.
Bosnia and Herzegovina should improve detention conditions in prisons and police detention
facilities and bring them in line with European and international standards, including by
introducing social reintegration programmés former inmates and digitalisation. The
country should further expand the use of alternatives to detention, in particular in the
Republika Srpskantity. Prison system, healthcare and social care services lack effective
institutional cooperation. Durinthe pandemic, visits to inmates were suspended, save for
defence attorneys.

Bosnia and Herzegovina lacks a countrywide strategyramsitional justice to ensure a
policy framework for dealing with the legacies of the past. The political environmentemai
divisive and not conducive teeconciliation. Well-documented and established facts about
wartime events, including war crimes and genocide, are frequently contested Hgvieigh
political leaders, who cast doubts on the independence or impartialibnteohational and
domestic tribunals. Convicted war criminals are still glorified. All actors need to demonstrate
full cooperation with the international tribunals by acknowledging and respecting their
decisions. Revisionism and denial contradict the musstamental Europearalues.

The unresolved fate ohissing persons a matter of concern. 7,532 people are still missing

as a result of the conflict, of which 194 were identified in 2019, according to the data
provided by the Bosnia and Herzegovina MigsPersons Institute as of April 2020. Bosnia

and Herzegovina needs to assume full responsibility and ownership of the process. While the
Missing Persons Institute is financially sustainable, its ability to fulfil its mandate is impeded
by political presares and lack of capacity. A support fund for the families of missing persons
has not been established, as provided for by the law. The lack of local forensic capacity,
especially in the Federation entity, hampers identification. Further efforts are naeded
regional scale to solve the issue of persshe disappeared in relation to the conflicts of the
1990s

Bosnia and Herzegovina needs to bring its laws in line withd&td protection legislation.

In July 2020 the country signélde Protocol 22&mending the Council of Europe Convention

for the protection of individuals with regard to the automatic processing of personal data; it

now needs to ratify it. The offence of unauthorised use of personal data is included in all four
criminal codes in theountry. The Personal Data Protection Agency needs adequate human

and financial resources to perform its tasks effectively. The Agency conducted 66 procedures
ex officio in 2019, a decrease from 69 in 2018 and 45 in 2017. It received 131 complaints in
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2019compared to 140 in 2018 and 96 in 2017. The Agency conducted 16 inspections in 2019
(42 in 2018 and 83 in 2017). It issued 25 minor offence orders in 2019 (15 in 2018 and 15 in
2017). In 2019 there were 21 administrative proceedings against decisidms Afency
before the Court of Bosnia and Herzegovineompared to 12 in 2018 and 2017. The Agency
provided 376 expert opinions in 2019 (169 in 2018 and 180 in 2017) and 15 opinions on laws
and bylaws in 2019 (37 in 2018). Following the introduction ierth St at e Par | i ame.l
of procedure of an obligation to consult the Agency on legislative proposals, such a
requirement is still not introduced at other levels of government. In April 2020, the Agency
prohibited authorities at all levels to publiclysdiose the data of persons who are positive to
COVID-19 and persons who received orders on isolation andssétion; it also stated that,

while it is not illegal to publish a minimum of information on persons who violate the laws or
certain prohibitios, it is however contrary to the law to proactively and generally publish data
on persons violating restrictive measures

Freedom of expression

There issome level of preparatiornon freedom of expression. The country maderogress
on addressing the Opon key priority 12 on guaranteeing freedom of expression and qf the
media and the protection of journalists by ensuring the appropriate judicial fgtidw case$
of threats and violence against journalists and media workers, and ensuring the financial
sustainability of the public broadcastijng sy
The legislative framework needs to be aligned with European and international standgrds and
fully enforced. Political influence over public broadcasters persistd, their financial
sustainability has not been secured. The law on the public broadcasting system remains
unimplemented and entigvel legislation is still not harmonised with this Law. Political
pressure, intimidation and harassment towards journalistijding physical and verbal
attacks continued during the reporting period, without appropriate institutional foflow

In the coming year, Bosnia and Herzegovina should in particular:

o

- ensure the protection of journalists and a systematic institutional foltoan threats an
violence against them;

- ensure the financial sustainability and political independence of public broadcasters, and
harmonise entity legislation with the std¢®d law on the public broadcasting system;

- adopt legislation on media ownership transparency and criteria on public advertising.

Intimidation of journalists

Serious concern persists over political pressure, intimidation and threats against journalists,
and particularly women journalists. The authorities continue to downplay the intimidation of
journalists, and their reaction remains weak. Public institutions do not collect data on threats
and attacks against journalists and media workers.BFh&lovinariasociation recorded 56
cases of vi ol ation of journalistsdéd rights i
threats out of which 8 death threats, and 10 cases of political pressure. 29 additional cases
have been registered since the beginning oD20he Ombudsman received 18 complaints,

up from 9 in 2018. In July 2019, the Banja Luka court condemned in first instance for
attempted murder one of the assaulters of a
for Davi dbé de mo n2018 Authorites sre éexpected uogactsswviftly and
demonstrate zero tolerance for threats or attacks against the media, including by ensuring
effective police investigations and judicial prosecution leading to final convictions of
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perpetrators.
Legislative environment

Defamation has been decriminalised since 2002, but politicians continue to use civil suits to
intimidate journalists. Courts should step up their efforts to ensure an expedient processing of
defamation cases and consistency of case law oragk awards, to prevent any chilling
effect that would force journalists into seknsorship. Legislation on freedom of access to
information remains neharmonised across the country and is still not in line with
international and European standards. itlatjon on hate speech still needs to be fully
aligned with the ECtHR case law and the &tdjuis Legal provisions on data protection and

on access to information are still interpreted in a way that protects private rather than public
interests. Legislabn prohibiting the transmission of information that may cause panic or
severely violate public peace and order was in force irReqaublika Srpskantity from 19

March to 17 April 2020. Such legislation has a chilling effect on freedom of expression for
both media and individuals, leading to the risk of-selfisorship.

Implementation of leqgislation/institutions

The Communications Regulatory Agency (CRA) enjoys operational independence, but lacks
full political and financial independence. The procedorappoint its management needs to

be improved. This would also help improve its public perception as a neutral and independent
body. The CRA was active during t@OVID-19 crisis, issuing recommendations and
instructions.

Public service broadcaster

The 2003 law on the public broadcasting system is only partially enforced, and entity laws on
broadcasting are not in line with it. Therefore, the three public broadcasting services are
exposed to political influence, in particular through politically cotebkteering boards, with

a worrying trend of sel€ensorship. The country does not have an appropriate model for
collecting fees, as provided for by the law. Entity broadcasters have substantial unpaid debts
towards the statkevel broadcaster, which argubject to lengthy litigation. Such issues
continue to pose a threat to the financial independence and sustainability of the public
broadcasting system. Bosnia and Herzegovina also needs to proceed with the digital
switchover, which is now overduéiléo £e Chapter 10 Information society and media

Economic factors

Bosnia and Herzegovina needs to adopt legislation on media ownership transparency and set
up a detailed register that would give systematic insight into ownership structures and prevent
hidden media concentration. Local public broadcasters are not included in the public
broadcasting system and receive funds from local government budgets, with strong risks of
political pressure and influence in the absence of clear criteria for the distribtisobsidies.

Bosnia and Herzegovina should adopt legislation on advertising in the media, in particular for
publicly owned enterprises such as telecom companies. Media integrity is also harmed by the
advertising practices of public companies and advegiagencies linked to political parties.

The lack of transparency and clear criteria in the distribution of subsidies is a matter of
concern.

Internet

Freedom of expression online is still not specifically regulated across the country. The Press
Councilregulates online media and handles complaints:r8gtflation of online media is of
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limited effect, and online platforms are often used to incite hatred and spread disinformation.
Online hate speech is on the rise. Criminal prosecution is limited toffévece of inciting
religious and ethnic hatred through the internet or social networks.

Professional organisations and working conditions

Journalism in Bosnia and Herzegovina remains a precarious profession, with low wages and
little job security,deteriorating even more during COWI® crisis. A significant number of
journalists work without an adequate contract nor guarantees against dismissals or
disciplinary measures, leaving them vulnerable to undue influence from editors or owners.
The employnent rights provided by the entitgvel labour laws are not respected. There is no
structured dialogue between the authorities and the media community on the working
conditions of journalists. Trade unions for journalists are many but they are weak eyd enj
little recognition or independence; unionisation is low, and there are no branch collective
agreements for media workers. TBél Novinari association and the Banja Luka Club of
journalists play an important role in fostering professionalism and intedtit the major
media outlets have committed to comply with
code as the basis of sedgulation, but their compliance remains uneven.

Freedom of thought, conscience and religion

The constitutional and legal gaatees of freedom of thought, conscience and religion have
generally continued to be upheld. While religious tolerance has been symbolically promoted
on some occasions, cases of discrimination, hate speech and hate crimes on religious grounds
continue tooccur, as do incidents targeting religious sifsligious communities generally
adhered to COVIEL9 restrictive measures, including in performing religious services.

Freedom of assembly and association

Freedom of assembly laws need to be harmonisedstiie country and brought in line with
European standards, in particular when it comes to grounds for restriction and responsibility

of organisers. The Brl ko District adopted in
in line with European standi#s. Civil society organisations have also reported increasing
attempts by authorities to restrict peacefu
movement have been unable to organise gatherings in Banja Luka ever since the violent
dispersal by theolice in December 2018. Activists are on trial in Banja Luka for, among

ot her things, shouting é6justiced on the str
organised successfully in Sarajevo, with a counter demonstration held the day before.
Although the legislation remains restrictive, the Sarajevo Canton police acted professionally

in facilitating both public assemblies. The second Pride March, planned for August 2020, took
place online and in limited physical form due to the deterioraticgheofCOVID-19 situation.

In December 2019, the cantonal police violently dispersed environmental protests in Mostar.

The authorities should refrain from actions that adversely impact the exercise of freedom of
assembly, and adopt measures to ensure thestijdyment of such rightdn light of the

COVID-19 pandemic, authorities imposed temporary measures restricting public gatherings.

Freedom of associations generally upheld. However, activists dealing with sensitive issues,

in particular women's rightfiave been subject to threats, verbal abuse and physical attacks.
Misuse of public funds to support associations at various levels of government has been
reported. As a key priority, the authorities need to promote a conducive and enabling
environment for wil society, free from corruption, and ensure that any legislative
development on freedom of association is subject to effective consultation.
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Issues oflabour and trade union rightsare covered in Chapter 1B Social policy and
employment.

Regardingproperty rights, the authorities need to update and interconnect the &gy

cadastre and land registry databases. There is no legislative framework on handling restitution
claims. Some cases related to repossession remain pending. The Commissainpfaperty

claims of displaced persons and refugees has not resumed operations. In October 2019, the
ECt HR recognised a violation of the right to
the country to remove f chdhatwasthalt trene pfierithe avar.t 6 s |
Implementation of the ruling is pending

Concerningnon-discrimination policies, countrywide human rights and adiscrimination
strategies have yet to be adopted. The Law on the prohibition of discrimination duiis at
alignment with the EUacquis but it is not applied effectively, and there is no adequate
collection of reliable statistical datihe Ombudsman registered 206 cases in 2019, up from
196 in 2018 and 174 in 2017. Discrimination remains unejgorted, particularly at the
workplace.The ECtHRS e | -Firiciicaselaw has still not been implemented. Disputes over
education continue, whilst systemic solutions for ensuring inclusive andiscmminatory
education are not in place. The common core curricutias not yet been completed or
applied throughout the country, and the availability of teaching in the national groups of
subjects remains | imited. No progress was ac
roofé6 phenomenon, V2014 wilng by she Federatiom entityc Supremme  a
Court. There was some progress in recognising the name of the Bosnian language in schools
in the Republika Srpskaentity. In December 2019, the Supreme Court of Republika
Srpskaentity recognised the disamination and violation of the right to educationBafsniak

pupils and ordered the Vrbanjci branch school to introduce subjects from the Bosnhian
curriculum for them; these subjects remain not available for the school year 2020/2021. Due
to the COVID19 pamemic, schools were closed in mihrch and online education
introduced until the end of the school year. Separate online platforms for the Bosnian and
Croat language curriculums are used in the Herzegdvearatva and Central Bosnia cantons.

Legislation @ hate crimesis harmonised across the four criminal codes in the country.
Entity-level legislation criminalisedhate speechonly when causing national, racial and
religious hatred and it still needs to be aligned with theaEglis Failure to identify ats as

hate crimes and the high burden of proof still makes it difficult to establish intent, leading to
few indictments and convictions. 130 hate incidents were recorded and 1 conviction was
handed down in 2019, compared to 121 and 2 in 2018, and 175iar&D17. Five trials are
ongoing. The case law on hate crimes is not consistent. The authorities need to take concrete
measures to counter hate speech in the printed and electronic media, as well as in official
discourse. There is a lack of monitoring imagcisms and enforcement of the prohibition of
hate speech in online media. Bosnia and Herzegovina ratified the Council of Europe
Convention on cybercrime and its additional protocol in 2006, but its implementation has
been slow.

Equality between women andmen is largely provided for in the legislation, which remains

to be harmonised across the country and effectively enforcedR&peblika Srpskantity

further aligned its legislation on protection against family violence with the Istanbul
convention; it entered into force on 1 January 2020. The country has e2@P2&ender
action plan, as well as an action plan on women, peace and secuvigy 2019, the EU and
Bosnia and Herzegovina adopted a joint roadmap for action on the G7 partnership initiative
for the implementation of UN Resolution 1325 on women, peace and security. Women are
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underrepresented in politics and public life. Gender intpassessments of policy and
legislative processes are not carried out, although they are required by law. As for the pay
gap, despite the lack of official data, women are estimated to earn on average 78% to 85% of
a manoés sal ary f o treatméneof mademity, ppterrsty and family leaveh e
differs between entities and among cantons. The institutional response to -loesetbr
violence needs to be improved, including on protective measures, victim support, legal aid
and safe accommodatioBosnia and Herzegovina needs to accelerate the prosecution of
crimes of sexual violence, provide reparation to women who are victims of war crimes, and
secure witness protectioData collection needs to be improved to enable the development of
sound policiesargeting key gender gaps, and provide relevant data on geask violence.

The Ministry for Human Rights and Refugees and the Gender Equality Agency have been
active in ensuring gender mainstreaming of measures taken during the dO\pi@nhdemic.

(Also see Chapter 19n women victims of trafficking in human beings, see Chagjer

As regards theights of the child, Bosnia and Herzegovina needs to develop and adopt a new
action plan on child protection. In 2019, the Ombudsman received 198 compmaints
childrenbés rights (216 in 2018, 172 in 201
education is the lowest in Europe (17%). There are around 1,640 children without parental
care in the country. Bosnia and Herzegovina is reforming its child protestsd@m, moving
towards communitypased care. Foster care and alternative solutions for children should be
promoted, and measures should be taken to prevent family separation. Support needs to be
provided to children leaving care institutions at the age8BofThe administrative capacities of

the centres for social welfare need to be strengthened, as they coordinatseatoitl
support. The exploitation of children and child begging are issues of concern. Only a small
number of cases of violence agaickildren are reported. Not all children are covered by
compulsory health insurance, and marginalised groups, such as the Roma, face multiple forms
of discrimination. The authorities need to collect precise and consistent data on child poverty
rates and vience against all children. Unaccompanied migrant children face specific
difficulties, such as accessing safe accommodation and asylum procedures. 533
unaccompanied migrant children were identified in 2019, up from 324 in 2018. Only 304 of
them were appoted a legal guardian, as provided for by law, up from 29 in 2018.
Alternatives must be found to the detention of irregular migrant families with children, and
the registration of births of children of undocumented migrants mush&ered. In April

2020, he Constitutional Court established that COMID restrictions on movement imposed

in the Federation entity on persons under 18 and over 65 years were not proportionate and
strictly timelimited.

The legal framework ojuvenile justice is in place, but ery-level laws have not been fully
implemented or harmonised with each other. The absence of separate units for juveniles
during pretrial detention and in police stations is in breach of international standards. The use
of alternative measures needs tarreased, as detention should only be the last resort. Only
limited reintegration measures are available to juveniles upon release from detention. In June
2020, there were 39 minorspnisons.

Persons with disabilities remain among the most vulneraldeoups. Multisectoral and
comprehensive implementation mechanisms are still not in place, in particular as regards
accessibility and training. The law allows persons with disabilities to be deprived of legal
capacity through a judicial process, whichnsviolation of the Convention on the rights of
persons with disabilities, of which the country is party. Both entities adopted strategic
frameworks for advancement of the rights and status of persons with disabilities. Bosnia and
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Herzegovina does not hageuniform definition of disability, nor a database of persons with
disabilities. Support is limited and varies depending on the origin of the disability, as persons
with warrelated disabilities (war veterans and civilian victims of war) enjoy priority ove
other persons with disabilities. Such a stddased discriminatory approach must end. Even
though the law prohibits discrimination, persons with disabilities continue to face challenges
regarding access to education, healthcare and social assistancéeweublic buildings are
accessible to persons with physical disabilities. The Council for Persons with Disabilities
needs to be further engaged in all relevant processes. The authorities also need to improve
data collection, including genddisaggregeed data on women and men with disabilities.
Children with disabilities are one of the most marginalised and excluded groups, facing
stigma and discrimination. The quality of services is not adequate for their needs, especially
in health and education. Mgrare placed in residential institutions, in violation of the UN
Convention on the Rights of Persons with Disabilities. Institutionalisation of children
negatively impacts their full, effective and equal participation in society and exposes them to
mistreament and abuse. A strategy on deinstitutionalisation is still misEhmgmanagement

of the Pazaril care institution was dismiss:i
children and adults with disabilities; a criminal investigation is ongoseg &lso Chapter 28

T Consumer and HealtRrotection

The country has yet to adopt an action plan on rigbts of lesbian, gay, bisexual,
transgender and intersex (LGBTI) persons work on its development resumed in 2019 and
continued in 2020. The four crimal codes are harmonised to include hate crimes on grounds
of sexual orientation and gender identity; the prosecution of hate crimes and hate speech
against LGBTI persons remains insufficient. The legal system fails to recognise the social and
economic myhts of samesex couples, including the right to family life. The social inclusion of
intersex and transgender persons, who are particularly marginalised, has to be improved. In
September 2019, the first pride parade was held in Sarajevo without inciheictsheavy
security; over 2,000 participants expressed their support for LGBTI rights and other
marginalised communities, as well as the right to freedom of assembly and expression of all
citizens. Events related to the second Pride March, planned forsA@@20, took place
online and in limited physical form due to the deterioration of the CEGMUBituation.

The procedural rights of suspects, accused persons, withesses and victims are generally
upheld, although access remains uneven across the couhgyfolir criminal procedure
codes in the country are yet to be further harmonised, and their enforcement varies. The
practice is not fully in line with the ECtHR case law and with thed€guison the right to
immediate access to a lawyer while in policeeddon. No progress was made in adopting
measures to address systemic violations of the right to a fair trial within a reasonable time and
the right to an effective remedy, as identified by the Constitutional Court.

The legal framework otegal aid shoull be completed by adopting laws in the Federation
entity and the Central Bosnia Canton. A countrywide assessment of legal aid needs should be
carried out to determine and address the main gaps to ensure effective equal access to justice
for all irrespectie of places of residence. Without comprehensive coverage and clear
minimum common standards, the right to legal aid continues to be upheld unevenly, to the
detriment of the most vulnerable.

Respect for and protection of minorities and cultural rights

While the legislative and institutional framework for the protectiommwiorities is largely in
place, its implementation is limited. Members of national minorities continue to have low
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participation in political and public life. Bosnia and Herzegovink Isicks a countrywide
strategic document on national minorities. In 2019, the Ombudsman received seven
complaints concerning minority rights, up from four in 2018.

The Roma (estimated at 58,000) are the most vulnerable and disadvantaged minority. Roma
women in particular face multiple forms of discrimination. The social inclusion of the Roma
requires a comprehensive and integrated approach based on reliable data. The action plans
implementing the 2005 Roma strategy require appropriate funding from carhpet
institutions at all levels and constant monitoring, including by the RGormamittee. The
government has started the preparations and should adopt a comprehensive Roma action plan
encompassing all relevant sectors (housing, employment, educationchiesglthnd cross

cutting issues). Further cooperation among all levels of government is needed in addressing
Roma inclusion issues. As regards housing, the legalisation of informal settlements is ongoing
but uneven. Discrimination in employment is rampavith very high unemployment rates.
Compulsory education enrolment rates have increased, but the number of schamitsirop
remains very high. There are no segregated classes or schools. There is no teaching in and of
the Romani language, and the awareméd®oma culture among the rest of the population is

very limited. Around two thirds of Roma have access to healthcare services, which depends
on registration with employment or education administrations; children outside education and
elderly Roma face thieiggest hurdles. The Ministry of Human Rights and Refugees received

12 complaints related to Roma and their access to social assistance and housing in 2019. The
process of civil registration is well advanced. This accomplishment needs to be made
sustainale by removing outstanding administrative obstacles, including residence
requirements for birth registration and for access to healthcare and education and the
recognition of documents for children born abroad. Prejudices andygsyism still hinder

the social integration of th®oma. The Declaration of Western Balkans Partners on Roma

Il ntegration within the EU Enl argement Proce

government. The mapping of needs of Roma has to start; the government is workitigewit
Regional Cooperation Council on mapping and consolidating learning models on Roma
language and culture in view of including them in the education curricula. The
implementation of the conclusions from the February 2020 seminar on the social inofusion
the Roma must be closely monitored and reported. The authorities, in cooperation with donors
and civil society, acted during the COWI® pandemic to support the most vulnerable,
including the Roma.

Bosnia and Herzegovina hosts around 100000 refugees and internally displaced
persons following the conflict in the 1990s,0f which 8,547 live in collective centresand
alternative accommodation. The 2010 revised strategy for the implementation of Annex VIl to
the Dayton Peace Agreements has not yet Ihedgn implemented. Minority returnees are
among the most common targets of ethnically driven hate speech and hate crimes. Bosnia and
Herzegovina should complete the process of return and fulfil its obligations to allow closure
of Annex VII.

The country ao needs to provide adequate humanitarian assistance and protection (including
shelter, food and medical assistance) and effective access to the asylum procedure to the
asylum seekers and migrants present on its territory since ZH&a(so Chapter 24

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 lifting border controls insiéJtHeU
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Member States alsoooperate with Bosnia and Herzegovina in the fight against organised
crime and terrorism, and in judicial, police and custom matters and are supported by the EU

Justice and Home Affairs Agencies.

Bosnia and Herzegovina haeme level of preparationto implement the Elacquisin this
area.No progresswas made in addressing the Opinion key priorities 7 and 8 on the
against organised crime and the management of migration and asylum. The
recommendations remain outstanding. The country has seveastgss in place, an
legislation in some areas is broadly aligned with thede€Quis However, legislation is nag

fight

2019
d
t

harmonised across the country, and institutional cooperation and coordination are weak. As a

result, implementation is often unsatisfactory.
In the coming year, Bosnia and Herzegovina should in particular:

- improve capacity for countering terrorism through better cooperation and coordinati
enhancing the exchange of criminal intelligence (notably by finalising cooperation
Europol), &d establishing programmes to prevent radicalisation and fac
disengagement from violent extremism;

- take full political responsibility for the management of migration and ensure that ref
and migrants receive adequate protection and assistamm®vie crisis response capac
and ensure effective coordination and adequate contingency planning; strengthen
proceduresto provide persons in need with international protectimicrease borde
surveillance, including human resources and equipnmaprove the legal framework ar
implementation capacities for voluntary and forced returns;

- adopt the action plan to allow for the implementation of the national strateg
supervision over narcotic drugs, prevention and suppression of the abuseotitrthugs
for the period 2012023.

Fight against organised crime

Bosnia and Herzegoving at an early stage/has some level of preparatioon the fight
against organised crimdlo progresswas made in addressing the Opinion key priority 7
the fight against organised crime and the 2019 recommendations, which remain val
country has several strategies in place, notably on organised crime, trafficking in

beings and integrated ter management. However, the legal framework is not harmo
across the country. There are systemic shortcomings in the operational cooperatior
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enforcement agencies, due to the lack of harmonisation of criminal legislation in the c

buntry,

exacerlted by weak institutional coordination, and a very limited exchange of intelligence.

Criminal organisations operating in the country take advantage of legal and adminis
loopholes. The police is vulnerable to political interference. Financialtigaéiens and asse
seizures are largely ineffective. A proactive approach remains fundamental to cou
criminal infiltration of the political, legal and economic systems. Cooperation with Euro
still not operational. The country also needsdablish cooperation with Eurojust.

In the coming year, Bosnia and Herzegovina should in particular:

- adopt a strategic approach towards fighting serious and organised crime, inclug
cybercrime and trafficking in human beings, based on a thesaissment in line with th
Europol methodology involving competent authorities from all levels of government

- strengthen cooperation among law enforcement agencies, notably by estal
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specialised multagency investigation teams for complex casegroving mutual access
to databases and the secure exchange of information; strengthening financial
investigations; and adopting standard operating procedures to run financial investigations;

- establish anational contact point for cooperation with Eurgpsign an agreement gon
operational cooperation with Eurojust, astablish a firearms focal point.

Institutional seup and legal alignment

The institutional structure of law enforcement mirrors the distribution of competences across
the various level®f government. There are multiple distinct law enforcement bodies, out of
which 15 have investigative poweiEhere are 481 police officers per 100,000 inhabitants in
the country, compared with the EU average of 326 in 2017, according to Eurostat.

The legal framework on théght against organised crimeis only partially aligned with the

EU acquis The absence of progress in establishing assetagement capacity at the state
level is of particular concern. Extended and #pedty confiscations are possible under
criminal legislation, but they are rarely used. Bosnia and Herzegovina should strengthen the
capacity to collect, record, report amahalyse appropriate data on organised crime. The
country should step up the fight against transnational organised crime networks. The
legislation ontrafficking in human beings needs to be further aligned with the Boquis

notably for sanctionsThe couitry needs to further align itegislation oncybercrime with
theacquis

Legislation on thecivil possession of weaponseeds to be further alignedth the acquis

The legislative framework on explosives for civil use and the transport of dangerais goo
need to be completed and aligned with the &flduisacross the country. Further alignment
with marking and deactivation standards is needed. Legislatiantmoney laundering
andcounter terrorism financing need to be aligned with the EAdquis

The country has several strategies in place, notably on combating organised crime and
trafficking in human beings. However, there is no coordination and consistency in developing
and implementing these strategies. Bosnia and Herzegovina should systematicatty

and assess the impact of existing strategies before adopting new ones. Concreteaesiilts
indicators should be in place. The country should produce a new serioosyanted crime

threat assessmen{SOCTA), followed by strategic and operatbrplans of actionsin
January 2020, Bosnia and Herzegovina adopted a-2028strategy to counter trafficking

in human beings. The country still lacks a strategic framework to address cybercrime; a
strategy is only in place in thRepublika Srpskantity. The country should adopt a new
strategy for the control admall arms and light weaponsand an action plan to implement

the roadmap for a sustainable solution to arms control in the Western Balkaneelated
legislation is not fully in line with the Eldcquisand, n some cases, regulations from the
former Yugoslavia are still applied

Implementation and enforcement capacity

In 2019, there were 55 investigations iotganised crimewith 417 suspds, 25 indictments

with 134 accused and 26 sentences with 91 convicted. In 18 cases, plea bargain agreements
were concluded with 68 individuals. As regards cybercrime, in 2019 there were 117
investigations in cybercrime, including online child sexual apagainst 129 individuals,
compared to 104 investigations against 137 individuals in 2018. The number of convictions in
2019 is still very low (23 convictions for 28 individuals) with almost 50% being suspended
sentences (10 convictions for 15 individuals)

36



The capacity to effectively dismantle criminal organisations is seriously hampered by to the
lack of harmonisation of criminal legislation in the country, which is exacerbated by weak
institutional coordination. As a result, there is a systemic ladpefational cooperation and

a very limited exchange of intelligence, creating many opportunities for criminal
organisations.

There is no overall policy for carrying ofimancial investigationson a systematic basis and,

where those were conducted, restilave been insignificant. Guidelines on the mandatory use

of financial investigations for corruption, organised and economic crime have been adopted
within the statd e v e | Prosecutordés Office. Authoritie
operating proedures on the conduct of financial investigations.

The Financial Investigation Unit within SIPA needs to become more efficigntfilling its

tasks and competences stipulated by the Law onnaorey laundering and terrorism
financing. As regards finamal crime in 2019, 28 reports against 246 persons (220 natural
persons, 21 legal entities and 5 unidentified individuals) were sent by SIPA to the competent
prosecutorso offices. C aaaped data tbetween damegtic lavx ¢ h ar
enforcenent agencies and with other countries of the region need to be improved. In 2019,
there were 53 investigations of money laundering involving 200 individuals, 37 indictments
against 60 suspects, and 36 convictions against 47 defendants.

The value ofassetconfiscationsin 2019 amounted to EUR 11.8 million for 106 cases (first
instance and final convictions), compared to EUR 9.7 million for 116 cases in 2018. The tools
for freezing, managing and confiscating criminal assets are not sufficiently effective. The
confiscation of criminal assets needs to become a strategic priority in the fight against
organised crime, terrorism and hitgvel corruption. The freezing of assets needs to be used
more systematically and the management of frozen assets needs to rbeeinata
collection and analysis on asset seizure and confiscation needs to be further developed; data
should be used as a tool to improve the effectiveness of management.

As regardsanti-money laundering in May 2020 the European Commission has adoated
delegated regulation that removed Bosnia and Herzegovina from the EU list efiskigh
countries ¢ee Chapter 4 Free movement of capijal

Proactive investigations that start witttelligenceled policing remainrare, compared with
those launched orthe basis of reports received. The poor cooperation between law
enforcement agencies seriously affects the quality of investigations.

Arrangements for practicsl ooper ati on between prosaemtor so
place, but require structurahprovements to guarantee a more effective judicial follgy

including through enhanced cooperation between the police and prosecutors. The weaknesses
in cooperation been exposed in particular in the investigation initiated by the case of alleged
fraud elated to the public procurement of COVID medical equipment. The poor
cooperation between the SIPA and the state
concern given its serious impact on investigations, especially in the cases dééveigh
corrugion.

The system of electronic exchange of data from the records of police authorities and
prosecutor's offices needs to be fully functional and ready for used by all signatories of the
2009 Agreement-orensic capacitis fragmented as the state anditesg develop their own

capacity. There is no operational countrywide DNA database and the DNA profiling capacity
is limited. There is no swift exchange of forensic data with other countries. A new automated
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fingerprint information system (AFIS) needs t® jbut in place as the existing one is outdated.
This is a commitment which is outstanding since several years already. There is no effective,
coordinated and consistent countrywide approach on using undercover investigators.

On cooperation witlicuropol there has been some progress but the Agreement on operational

and strategic cooperation witBuropol which is in force since March 2017remains
unimplemented. Bosnia and Herzegovina is yet to establish a national contact point, as
required in theagreement. This will allow the deployment of the respective liaison officers in

the Hague and Sarajevo. Despite the lack of deployment and internal political situation,
Bosnia and Herzegovina is willing to cooperate with Europol and requested additieN& SI
connections; it should continue the rolit of SIENA connections across the country. In

2019, the number of new cases increased by 44% compared to 2018. In 2019, the number of
messages increased by 44% compared to 2018. For the time being, thebceunttyar t i ci p a
in Europol ds analysis projects has been put
services has been very limited.

In 2019, Bosnia and Herzegovina participated in the annual planning of operational actions
under theEU Policy Cycle / EMPACT (European Multidisciplinary Platform against
Criminal Threats) priority on the facilitation of illegal immigration (FIl). The country
committed to participate in two operational actions together with EU Member States to fight
migrant smuggling by raminal groups in 2020. Bosnia and Herzegovina participated in 21
operational actions of the EU policy cycle in firearms, facilitated illegal immigration,
organised property crime and trafficking in human beings. The country should establish a
National EMRACT Coordinator and strengthen cooperation with EU Member States and
neighbouring countries to dismantle organised smuggling networks. The law enforcement
authorities should make use of regional initiatives, such as the Joint Operational Office in
Vienna,which serves as a regional operational platform for international investigations into
migrantsmuggling organised crime groups.

In 2019, 61 potential victims dfafficking in human beings were detected, compared to 36

in 2018 and 83 in 2017. The numbdrconvicted perpetrators in 2019 was 34, compared to

48 in 2018 and 17 in 2017. Bosnia and Herzegovina still lacks a national referral mechanism
for victims of trafficking. The witness protection programme requires improvements,
notably in owtof-process pot ect i on. The authoritieso ca
cybercrime, including online child sexual abuse, and to respond to cyber security threats
remains inadequate. The law enforcement authorities must ensure adequate tools and
sufficient welltrained staff to detect, trace and prosecute cybercrimes. As regards arms
control, in 2019 a total of 1,361 pieces of weapons, 296 pieces ofaxjphasive materials,
18,910 pieces of ammunition, and 1 kg of explosives were seized and a total of 3,479 pieces
of weapons and weapons parts pieces were destroyed. This compares with 2,500 pieces
destroyed in 2018, and 10,800 pieces destroyed in 2ZDdfA collection is neither uniform

nor in compliance with international standards. The records prescribed by law oftent do
contain all the necessary dalBnsnia and Herzegovina still needs to establish a firearms focal
point. A working arrangement with CEPOL is in force since 2014; cooperation continues,
despite participants in residential activities decreasing from 2818 to 13 in 2019.

Cooperation in the field of drugs
Institutional setup and legal alignment

The legal framework at various levels of government is only partly in line with thecguls
notably on minimum rules on druglated criminal offences and sanctions. The legislation
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provides for the entire quantity of drug seized to be preserved as material evidence for court
proceedings, rather than just a sample. The country should adagatiegi designating a
national correspondent to enhance cooperation with the European Monitoring Centre for
Drugs and Drug Addiction (EMCDDA). Coordination among competent agencies needs to be
improved. Bosnia and Herzegovina should establish a focal fjooidtug issues for the entire
country and introduce an early warning system.

Bosnia and Herzegovina has a 223 strategy on supervision over narcotic drugs,
prevention and suppression of the abuse of narcotic drugs, but there is no action plan to
implement it. TheRepublika Srpskantity has its own strategy and action plan on drugs for
20162021.Bosnia and Herzegovina needs to adopt instructions for the establishment of the
early warning system and the book of rules on the use of cannabis foedieahpurposes.

Implementation and enforcement capacity

In 2019 there were 2,359 reported crimes related to drug abuse, 2,018 orders to conduct an
investigation, six judgments rejecting charges, 1,210 filed indictments, 2,479 indictments with
plea agreenm, 33 acquittals, 100 fine convictions, one conviction without a sentence, 18
convictions with reprimand, 1,207 convictions with suspended sentence and 433 convictions
with prison sentence. Bosnia and Herzegovina remains a country of transit and a final
destination for drugs. The adoption of amendments to the list of criminalised psychoactive
substances, prepared by the Commission for the suppression of abuse of narcotic drugs, is
pending with the Council of Ministers. A flexible mechanism is needed wdardy update

this list. Professional capacity and cooperation with civil society needs to be improved. More
funds are needed for harm reduction programmes and the social reintegration of addicted
persons. Bosnia and Herzegovina cooperates with the EMCOD#&a reporting on
epidemiological trends needs to be aligned with the EMCDDA treatment demand indicators.
A Commission for drugs destruction is in place but the destruction of drugs takes place very
rarelyi only twice in 2019. The lack of secure storager to destruction is of concern.

Fight against terrorism
Institutional seiup and legal alignment

Anti-terrorism legislation is largely aligned with the Bdguisand relevant international law.
Criminal legislation needs to be amended to enstrieter sanctions for the offence of
training and travelling abroad for terrorist purposes as well as for online terrorist content.

A new law on antmoney laundering and terrorism financing in line with the standards of the
EU acquis(fourth AML directive) needs to be adopted. Only RRepublika Srpskantity has

a law on the protection of critical infrastructure while other levels of government are still
lacking such legislation.

A strategy and a framework action plan for the prevention of and fighhstgerrorism for
20152020 are in place and are being overseen by a supervisory body. The dismissal of the
chairperson in February 2020 caused a disruption in its activities. A fajpostrategy should

be adopted in line with EU policy, especially aeyenting and countering violent extremism.

A policy dialogue on countderrorism between the EU and Bosnia and Herzegovina takes
place regularly. In November 2019, Bosnia and Herzegovina and the EU signed an
implementing arrangement to the 2018 joiniatplan on counteterrorism for the Western
Balkans. It sets out concrete steps for enhanced cooperation in countering terrorism and
preventing violent extremism. Bosnia and Herzegovina submitted itsréipgirt on the
implementation of the arrangementJuly 2020. The Ministry of Security needs to appoint a
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contact point for the implementation of this arrangement. Implementation needs to continue.

The capacities and effectiveness of the Counter Terrorism Task Force and the -Counter
Terrorism Section aothe statd e v e | Prosecutordos Office need s

Implementation and enforcement capacity

Since 2015, there have been no reports of citizens of Bosnia and Herzegovina departing for
conflict zones. Bosnia and Herzegovina has effectikalydled the repatriation,-e&lmission

and prosecution of its citizens who travelled to Syria and Iraq as well as their children born
there. Of the 50 returned foreign terrorist fighters, 25 men were indicted, tried and convicted
for terrorismrelated offaces in swift and efficient proceedings at the Court of Bosnia and
Herzegovina. In December 2019, the authorities organised the first repatriation of a group of
citizens of Bosnia and Herzegovina from Northern Syria consisting of 7 men, 6 women and
12 chidren; the men were arrested and prosecuted upon arrival.

Shortcomings still exist regarding the implementation of coueteorism laws as well as the
structured and efficient cooperation between competent agencies at the various levels of
government. Thse sentenced for terrorismalated crimes serve their terms in entity prisons
that are often inadequate to hold this type of prisoners. Theskiglrity state prison
completed in 2017 was opened in July 2020 but is not yet in operation. Very limited
assstance is available, in prison or upon release, for disengagement from violent extremism.
A reintegration programme for former foreign fighters and their family members started in
September 2019. Comprehensive approaches are required to address chptieadely
returning/repatriated foreign terrorist fighters and family members, including disengagement,
rehabilitation and reintegration, both in prison and outside of prison. Lenient sentences
combined with the absence of a probation service and systesiisgitgagement assistance
may still represent a security risk.

The countryds capacity to investigate and pr
terrorist content online needs to be further developed. An asset recovery office and a
beneficial avnership register on legal persons are yet to be established while targeted
trainings have been regularly delivered until the outbreak of the CaQW9lpandemic.
Coordination, cooperation and intelligence sharing between security agencies need to be
improve.

A multi-disciplinary mobile team of experts is supporting local authorities to handle
challenges posed by citizens who have returned from foreign conflict zones and by ongoing
radicalisation tendencies. It will be important to ensure the continuityeoivork conducted

by this mobile team.

Further improvements are needed, especially in cooperation between the entities, e.g. on the
identification of a firearms focal point, or in the collaboration with the EU internet referral
unit (IRU) at Europol to d& with terrorist content online. The agreement with Europol needs

to be implemented fully and the long overdue establishment of a National Contact Point needs
to be completed without further delay.

Institutions responsible for labour, social welfare, edion, youth and health at various
levels of government need to be more effectively included in preventive efforts, as does civil
society. Bosnia and Herzegovina is participating in the implementation of the Western Balkan
Counter Terrorism Initiative (WBU) as part of the umbrella of the Integrative Internal
Security Governance (lISG).
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Legal and irregular migration

The recentlyproposed new pact on migration and asylum stresses that in comprehensive
partnerships, migration should be built in as a coseds based on an assessment of the
interests of the EU and its partner countries. The new Pact calls fomtaitte support for the
Western Balkans to make sure that they are well equipped as future Member States to respond
to shared migration challengda. the Western Balkans, EU support on migration promoted

the creation of new or more robust institutions, laws and procedures in the areas of asylum,
protection and border management, as well as the transposition of complex and demanding
EU acquis

Institutional setup and legal alignment

The legislation on foreigners is broadly in line with the Btfuis it needs to be further
aligned as regards access to rights, notably for vulnerable migrants. Atragegy and
action plan on migration and asylumeeds to be put in placéhe country needs to develop a
realistic contingency plan to cope with the additional influx of migrants and refugees.

Bosnia and Herzegovina has concludeadmission agreementsvith the EU and Schengen
associated countries, ale Western Balkan countries, Turkey, Russia and Moldova, as well
as implementation protocols with 16 EU Member States. Their implementation is satisfactory
overall. Negotiations on readmission agreements with countries of high migratory risk have
not stated yet.

Implementation and enforcement capacity

The numbers of persons irregularly entering Bosnia and Herzegovina has increased
significantly since 2018. In 2019, the authorities detected 29,302 migrants on the border or
through irland activities, compad to 23,977 in 2018. Overall, the top three declared
countries of origin were Pakistan, Afghanistan and Irag. By late August 2020, approximately
10,000 migrants and asylum seekers were present in the country. Some 6,500 are sheltered in
7 EU-fundedtemporary reception centresin the UnaSana and Sarajevo cantons. However,
facilities remain insufficient to ensure shelter and protection to those in need.

The competent officeand agencies of the Ministry of Security (Sector for Immigration and
Readmission;Ser vi ce f or Foreignerso Affairs) ar e
underequipped. The authorities at all levels of governance have proven unable to coordinate
their efforts and allocate suitable premises for reception centres to relocate asyars see

and migrants from the most affected local communities.

As a consequence of the inefficient intestitutional coordination, since June 2019 the local
authorities in Uné&gana Canton have introduced restrictions on the maximum number of
migrants in te canton, and have been forcibly deporting migrants and refugees to the

unsuitable | ocation of Vul j ak. Foll owing <co
December 2019 and the approximately 700 persons present there were relocatenivto a
faciityopened in Bl aguj near Sarajevo with EU as

UnaSana cantonal authorities have repeatedly attempted to prevent the entry of migrants and
refugees in the canton by restricting freedom of movement or not allowing them to access
reception facilitiesleading to significant protection risks, in particular for the most vulnerable
ones. These counterproductive actions, coupled with reports of police violence as well as
intimidation of humanitarian partners, also stretched the scarce resources availedype t

with the humanitarian needs. Further restrictions were introduced in August 2020.
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The response to migratory flows remains inadequate and shows significant institutional and
coordination weaknesses. Most of the responsibilities have fallen upadim#®ana Canton

and Sarajevo Canton. Political inaction and negative rhetoric, undermine the timely provision
of protection and assistance in line with international standards. Bosnia and Herzegovina
should take over full responsibility for the managemehtreception centres and adopt
effective contingency plans to cope with possible future increases.

Crisis response during the COVD® outbreak was overall satisfactory, preventing a larger
spread and more severe consequences for the migrant populatiemefgency tent camp in
Lipa near Bi hal was opened in April 2020 a
hygiene and health services and reduce vulnerability to CE&MIfbr around 1,000 persons
staying outside accommodation centres in the -SBalma Caton. By end August, it
accommodates 1,500 persons. Humanitarian partners are present to implement the EU
financial assistance and to monitor that international standards are resphetegsponse to
migratory flows leaves ground for improvemektore eficient interagency cooperation and
coordination mechanisms are necessary to improve border surveillance and the registration
and identification of migrantssée below on Schengen and external bo)déditse operation

and communication centre, within ti&ector for Protection and Rescue of the Ministry of
Security, should practively coordinate the response to the migration crisis. The relevant
entity, cantonal and municipal authorities should participate in the process.

The protection of vulnerable grpsi of migrants, such as unaccompanied and separated
children, pregnant women, single parents, persons with disabilities, sick persons and victims
of violence, must reach a more adequate level. They need to be identified and referred to
competent bodies teeceive assistance and services in line with international standards. Only
the authorities of the Ur8ana and Sarajevo cantons are providing access to legal
guardianship and facilitating access to education to unaccompanied children; over 570
unaccompani children were registered; many remain not identified. Adequate
accommodation does not suffice to address all the needs.

On voluntary and forced return, the return framework for migrants irregularly staying in
Bosnia and Herzegovina requires improvemeassit is mostly based on assistance of foreign
donors. Both the legal framework and its implementation require additional improvements.
There was an improvement in the mechanisms for collecting, sharing and ansigssigs

on migration in the Informtion System for MigrationThe number of thirscountry nationals
returned to Bosnia and Herzegovina in 2019 under various readmission agreements amounted
to 783, compared to 652 in 2018 and 324 in 2017. There are reports of violent collective
expulsion (pishbacks) of migrants and asylum seekers back into Bosnia and Herzegovina.

Cooperation needs to be improved on identification and return procediurg®19, 329
foreigners were returned to neighbouring countries following readmission agreements (193 to
Sabia, 136 to Montenegro), compared to 643 in 2018. Implementing these readmission
agreements has become more challenging in the context of the increased migratory flow.
Bosnia and Herzegovina should also increase efforts to establish readmission agneghments
the countries of origin and further improve the mechanisms for assisted voluntary return and
reintegration. In 2019, 837 foreigners returned to their countries of origin via assisted
voluntary return, compared to 735 in 2018.

Bosnia and Herzegovinabk oneémmigration detention centre in East Sarajevo (Lukavica)
for persons awaiting expulsion from the country, with a maximum capacity of 120 persons.
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Bosnia and Herzegovina continued to satisfactorily implement the readmission agreement
with the EU andimplementing protocols. 1,495 citizens of the country returned from EU
Member States in 2019, out of 3,610 who received an order to leave (a return rate of 41%).

Asylum
Institutional setup and legal alignment

The legislation on asylum is broadly in line with international standards and tlaedtlis

Further alignment is needed in particular on interview techniques, access to rights and legal
aid, as well as on the definition of asyhseekers and refugees. datigency cooperation
needs to be further improved.

Implementation and enforcement capacity

Serious obstacles remain to ensure an effective access to asylum procedures. The Service for
Foreignersé Affairs and t he Broterchieaf staFardi ce h
facilities, to register asylum intents expressed upon entry in the country. This has been an
issue since 2018.

The Sector for Asylum of the Ministry of Security has very limitegnan resourcesand
operational capacity, with only foemployees working on thegistration and assessment of
asylum claim; this is insufficienb ensure access to the asylum procedure to the increased
number of asylum seekers across the country. The number of interviewers and registration
sites isinsufficient. Increasing human capacity, including interpreters and cultural mediators,
is needed in order not to rely only on external international support.

The asylum legislation needs to be better implemented, in particular to ensure the systematic
respect of procedural guarantees for asylum seekers. Their rights as asylum seekers are not
guaranteed evenly across the country, as their access to services varies depending on the
reception centresd | ocation. The shoudéds s t o
strengthened to ensure faster processing of their claims and ensure that persons in need of
international protection may receive it. As the authorities have not yet taken over the legal
responsibility for the main reception centres in the -Saa Canton, these centres are not
recognised as valid residential addresses for asylum applications; applicants thus fall in a legal
limbo, with protection risks. The system for collecting and storing biometric identifiers
requires additional improvementspecially for interagency information exchange. In 2019,

784 individuals applied for international protection, of which 3 persons were granted the
status of refugee (for the first time since 2014), 8 persons were granted subsidiary protection,
9 individud applications were rejected on merit, and 138 applications by 388 persons were
closed as the applicants left or attempted to leave the country or failed to show up for an
interview. As of midAugust, only 180 persons applied or managed to apply for asylum
Bosnia and Herzegovina in 2020, substantially less than the previous year.

The Asylum Centrei n Del i jag near Sarajevo has a <cafg
expanded to 300) but is only partially used, mainly due to its remote location and poer acces
to basic services. As of June 2020, there are 30 asylum seekers in the centre.

The country still has no agreement with tBeropean Asylum Support Office (EASO),
which provides however assistance to the sector for asylum of the Ministry of Security.
Cooperation with EASO should be strengthened, including via a joint roadmap.

Visa policy
Legislation on visa is broadly aligned with the Bthuis Bosnia and Herzegovina maintains
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visafree regimes with AzerbaijaBahrain, Kuwait, Oman, Qatar, Turkey, Riasand China.
Bosnia and Herzegovina implements a 'zero'-igsaing policy on the state bordém. order

to ensure a welnanaged migration and security environment, the country needs to fully align
with the EU visa policy.

The security features afisas and travel documents are broadly aligned with EU standards.
The control over passport procurement and issuing processes requires additional
improvement.The IT infrastructure of the consular network abroad require improvement, as
Bosnia and Herzegava has no technical capacities for gathering biometric data from visa
applicants.

Thevisa-free regimewith the EU continued to be smoothly implemented. Between 2018 and
2019, the number of refusals of entry in the Schengen+ area decreased by 20% (2020 i
compared to 5,320 in 2018), while the number of nationals from Bosnia and Herzegovina
found irregularly in the EU increased by 10% (from 3,915 to 4,290). In 2019, first time
asylum applications (1,570) decreased by 12% compared to 2018 (1,780nsyiben
recognition rate decreased to 5.1% in 2019 (compared to 7.66% in 2018). 255 asylum
applications were lodged in the first quarter of 2020, 42% less than in the same period of 2019
Bosnia and Herzegovina continued good cooperation on readmissit® @kn and third
country nationals. The return rate in 2019 decreased to 40% (compared to 54% in 2018), with
1,495 nationals effectively returned. Fluctuations in return rates in recent years are the result
not of underperformance in cooperation, which aema good, but rather of the processing of
backlog cases. Attention should continue for the successful reintegration of returnees. The
Commi ssionbds third report wunder 5tohchidedthas a s us
Bosnia and Herzegovina contesito meet the visa liberalisation benchmarks.

In the context of the COVIEL9 pandemic, Bosnia and Herzegovina, through the Ministries of
Foreign Affairs and Security, successfully organised and enforced repatriation procedures by
air and land for both El@dnd domestic citizens. Repatriation procedures were conducted in
line with all necessary medical and security crisis restrictive measures in place.

Schengen and external borders
Institutional setup and legal alignment

The statdevel border police is responsible for managing the state bordere legal
framework for border control is partly aligned with the EU/Schengeequis and is
implemented smoothlyThe country adopted a nemtegrated border management(IBM)
strategy and its action plan for023-2023, in line with the EUacquis Bosnia and
Herzegovina has yet to establish a national coordination centre (NCC) in line with the
EU/Schengeracquisand best practices for information sharing and coordination between all
relevant law enforcement agencies.

Implementation and enforcement capacity

Following the increased influx of refugees and migrants in 2018 and in 2019, the authorities
have redeploye available border guardslowever,the response remains inadequdtbe
Border Police remains understaffed, with 412 vacant positions out of 2,646 (15.54%) at the
end of 2019. Specialised training is regularly provided to improve the quality of bord&s che

> COM(2020) 325 final
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and other operations in the fiddat further improvements are needed.

The IBM strategy for 20152018 was implemented satisfactorily. However, it failed to
provide tools to effectively address the increased arrival of migrants and asylum seekers. The
Border Police and the Service for Foreigner
capacity through certification of trainers using Frontex risk analysis methodologies. The Joint
Risk Analysis Centre based their analytical documents on the neestt i€ommon Integrated

Risk Analysis Model (CIRAM) Il. Its coordination capacity needs additional improvement
through an enhanced information exchange process with local risk analysis centres. Further
improvements oninfrastructure and equipment are needecht border crossing points.
Border surveillance resources remain very limited and require substantial improvements.
The supervision of the green borders (outside the border crossing points) is not effective. The
number of border patrols is insufficient,yvgn the length of the border. Risk analysid

border surveillance requires further improvement.

Inter-agency cooperation such as between the Border Police and customs at the border
crossing points, is at satisfactory level, but information exchangdsnee be further
improved. Thecentral investigation officeof the Border Police has executive powers across
the country. The combined efforts of the Border Police with other agencies in fighting human
smuggling resulted in higher detection rates. The &oRblice has adequate expertise for
detecting forged documents and access to relevant databases.

On international cooperation, the country is a signatory to a humber of agreements with
neighbouring countries. The Border Police cooperates with the Eur@wrdar and Coast

Guard Agency (Frontex) and Interpol at a satisfactory level. Bosnia and Herzegovina needs to
sign and ratify theStatus Agreementwith the EU, initialled in January 2019loint

operational plans will then need to be developed with Fromieviding for the deployment

for European border and coast guard in the country at its border with the EU to carry out
operational activities t oge Bdsma andwHerzdgovihah e c o
participates in the Western Balkan Risk Anaydetwork(WB-RAN) led by Frontex.

In the context of th€OVID -19 pandemic,joint coordinated crisis response actions taken by
agencies engaged on the borders of Bosnia and Herzegovina demonstrated good level of
cooperation and coordination. Adequate measures undertaken @gdhdination Body for
Protection and Rescue in Bosniarad Herzegovinaimplemented by the Border Police and

other institutions and agencies contributed to a low number of infected individuals. Adequate
border and customs control measures enabled the provision of essential goods and medical
equipment in a crisisituation. These actions demonstrated some tangible results of proper
implementation of the integrated border management policy in the country.

Judicial cooperation in civil and criminal matters

The legislative framework for mutual legal assistance in civil and criminal matters is in place
but is not always applied effectivelylutual assistance in criminal mateis regulated by a
statelevel law as well as in the criminal procedure codes &\adls of government.

In 2019, the Ministry of Justice recorded a total of 4,532 requests for judicial cooperation in
civil matters. It is estimated that 60% of them originate from EU Member States, primarily
Croatia, Slovenia, Austria, Germany and ltdly 2019, there were a total of 3,979 requests
for judicial cooperation in criminal matters. The statistics on enforcement of foreign
judgments (transfer of convicted persons and-talar of enforcement of criminal sentences)
have remained stable, with2 5cases in 2019 compared to 57 in 2018, with an average
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completion rate of six months.

The country needs to accede to certain instruments developed within the framework of the

Hague conference on private international fawh as th€onvention of 19 Octeer 1996 on
jurisdiction, applicable law, recognition, enforcement anggeration in respect of parental
responsibility and measures for the protection of children and the Protocol of 23 November

2007 on the law applicable to maintenance obligations

Bosnia and Herzegovindoes not have a cooperation agreement with Eurojust; it appointed
four contact points for relations with Eurojust. With the entry into force of the new Eurojust

regulation in December 2019, Bosnia and Herzegovina needs to relawguatiatnens with
the Commission foan agreement on operational cooperation with Eurofsta prerequisite

to this, Bosnia and Herzegovina needs to adopt a new law on personal data protection in line

with the acquisand to strengthen the operational catyaof the Personal Data Protection

Agency. Moreover, the Pr oslavs ndtably to betteOdefine c e
how the parties to a case

All aspects of customs cooperatiare covered under Chapter 28Customs union.

can

access t hei

3. FUNDAMENTALS FIRST : ECONOMIC DEVELOPMENT AND COMPETITIVENESS
Table : 2011-16 2017 2018 2019
Bosnia and Herzegovina - Key economic figures average
GDP per capita(% of EU-28 in PPé} 30.2 31.0 32.0 32.0
Real GDP growth 2.0 3.0 3.3 2.7
Economic activity rate of the population aged 15-64%), total 54.1 54.5 54.2 55.5
female 41.7 42.7 41.8 44 .4
male 66.4 66.1 66.4 66.4
Unemployment rate aged 15-64%), total 27.7 21.1 18.9 16.4
female 30.9 23.8 21.0 19.7
male 25.8 194 17.6 14.2
Employment (annual growth %) 1.0 7.7 2.5 2.5
Nominal wages(annual growth %) 1.1 1.6 3.1 4.3
Consumer price index(annual growth %) 0.4 1.3 1.4 0.6
Exchange rate against EUR 1.96 1.96 1.96 1.96
Current account balance(% of GDP) -6.5 -4.2 -3.6 -3.5
Net foreign direct investment, FDI (% of GDP) 2.0 2.0 2.5 2.6
General government balancg% of GDP) -0.9 2.6 2.2 1.9
General government debt(% of GDP) 37.0 35.0 33.6 32.8

Notes
1) Eurostat
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 marketoety 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

years. The Commission's monitoring takes place in two processes: the Ecdéteforia

Programme exercise and the below assessment of compliance with the economic criteria for
accession. Each enlargement country prepares an Economic Reform Programme (ERP)
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annually, which sets out a meditterm macrefiscal policy framework and a strtural

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

3.1. The existenceof a functioning market economy

Bosnia and Herzegovina has mdiddted progressand is at ararly stageof establishing g
functioning market economy.

The quality of economic governance suffered from delays in government formatio
insufficient coopeation at entity and state levels, paralysing among others progress tg
improving the business environment which is held back by significant weaknesses in
in market entry and exit procedures, the rule of law and supervisory and reg
institutions. Economic growth benefitted from strong domestic demand, reflecting si:
inflows of workers remittances and low inflation. The public sector remained oversize
financial sector remained stable and lending increased, while unemploymentchasdd
partly due to a substantial labour force outflow. However, the economic impact of CT\
led to a sharp drop in economic activity and a marked deterioration in the labour marke

In order to improve the functioning of the market economy, BosnthHerzegovina shou
in particular:

- Increase the transparency and efficiency of the public sector, in particular by estak
an adequate institutional and regulatory framework for a bettgrolitecised governance
and by improving the efficiencgnd management of publicly owned enterprises to re
their burden on tapayers;

- Reinforce countrywide analytical and policyjormulating capacities and publish compl
and consistent countwide general government data in a timely manner;

- Streamline ad harmonise business registration and licencing procedures, in par
between entities, to improve the business environment and create a single econom

- Support formal employment by reducing the tax wedge, especially foiintmwme
earners, ath other disincentives to work.

Economic governance

The consensus on economic policy essentials continued to be impeded by persistent
political stalemates and a lack of political ownership.Politically driven delays in
government formation led to numeropsstponements and interruptions of agreed and long
overdue reform projects. The countrydés | MF
2018, on account of announced budgetary measures which were not in line with key
programme objectives. There was ohilgited implementation ofrte policy guidance jointly
adopted at the Economic and Financial Dialogue with the EU in May. 2BiE9quality of the

2020 Economic Reform Programme points to continued significant weaknesses in
administrative coordination analicy formulation. Cooperation between the various levels of
government and institutions has remained severely impeded. The authorities responded to the
outbreak of the COVIELY crisis by announcing national emergency and economic support
measures. The gernment requestefthancial support from the IMF (EUR 330 million from

the Rapid Financing Instrument) aritde EU, which approved EUR 250 million ofacre

financial assistancén the form of a loan to cover the increased external and budgetary
financing neds
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Macroeconomic stability

Economic growth decelerated during 2019, although domestic demand remained solid.
Following average growth of 3% over 2014 Graph - Bosnia and Herzegovina

2018, economic growth slowed dowm 2.7% | &, RealGDP growth and contributions

in 2019 and declined further to 2% in the first

guarter of 202Q This slowdown reflected a - — -
deteriorating international environment, theoJ u : = —

lack of reforms due to continued political-2

stalemates, and an outflow of skilled workerss

The main growth driver was private o Con:m 2016 ﬂLW Cfff 2018
consumption benefitting froman increasing| P Sante Fematen ]
inflow of workers remittances, accounting for : :

some 8% of GDP and providing a financial lifeline to many-losome households, but also

low inflation supporting real disposable income. External demand decelerated, reflecting
weakening gr owt h orhainexportenarkefs, bt hlso resutiing firanrtarifd s
hikes by Kosovq a key export market for certain commoditigs/estmentpicked up but
remained subdued, reflecting a poor business environment and high political uncertainties.
Some empiric evidence pus to an accelerating flow of outward migration, whichf
continuedi would have significant negative effects on growth potential in the medium and
long term.Per capita GDP° stood at some 31% of the E28 average in 2018, largely
unchanged from previous years. The COMI® crisis hit the economy in a phase of
downswing. International forecasts are surrounded by a high degree of uncertainty but expect
a temporary drop in outpbly some 3% in 2020, followed by a moderate recovery in 2021.

External imbalances have widened during 2019, largely reflecting weaker external
demand. After a slight drop in the curren R :

.. . . Graph : Bosnia and Herzegovina - Current
account deficit during the last five years, 1 %of6oP  account selected components and FDI
3.6% of GDP in 2018the deficit remained at * m
a similar level (3.5% of GDP) in 201%ut , l 0

deteriorated in the first quarter to 4.8% of tl

annualised GDPThe trade deficit continuec™ | 3
to be largely financed by inflows of transfer.,, | = .
SUCh aS remlttances. Net forelgn dlre —Perszuoml;lsTlamfe;s(zzo\:.l'\.fsorkers'neliti)l%;mesl 2018 2019

investrent remained remarkably  stable ook and senvices vade balnce

accounting for 2.7% of GDP in 2019 and 3( ——nNetfDi{ths]  Source: IMF and Central Bank of Bosnia and Herzegovina
in the first quarter of 2020, mainly as a result of reinvested earnNgjsforeign exchange
reserves rose to about 7.9 months of imports at the end of 2019, compared to 7.2% a year

before. Shorterm debt accounts for only 0.1% of foreign exchange reserves.

The monetary policy regime has supported stabilityThe currency board arrangement with

the euro as the anchor currency was maintained. This approach has served the economy well
so far. However, it also implies that the burden of adjustment to external shocks has to be
accommodated by other policy areas, in particular a responsible fiscal policy, necessitating

" 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.

® Expressed in purchasing power standards.
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the buildup of sufficient fiscal buffers and a stronger emphasis edivmterm stability, and

structural reforms to improve the functioning of markétse Central Bank has responded to

the COVID19 <crisis among others by coordinatin
representatives and supervisory agencies-raofth morgéorium on loan repayment of
households and corporations and has announced to a take any additional measures necessary
to protect the economy from the pandemicds n

Consumer price inflation decelerated during 2019, benefitting fromdw import prices

and low domestic price pressuresAverage consumer price inflation dropped to 0.6% on
average in 2019, compared to 1.4% the year belorehe first half of 2020, average
consumer prices were 0.6% lower than a year beBasides low pies for imported energy,

price declines for clothing and footwear contributed to the low overall inflation rate.
However, the inflation measure suffers from an outdated consumer basket and insufficient
cooperation among key data providers.

The general goernment accounts continued to register surpluses, but the quality of

public spending has remained lowDue to the weaknesses of countvigle fiscal data, the
countrybés overall fiscal position is difficu
benefited from solid revenue growth, reflecting rising domestic demand but also measures to
improve tax collection. At the same time, spending has remained contained, partly as a result

of delays in government formatioAs a result,

Graph :Bosniaand Herzegovina

the general government registered a 6 o4 ofcDp Fiscal developments - 50

preliminary fiscal surplus of 1.9% of GDPhe | \ | 40

spending structure continues to be dominated .

by the public sectords wag I and, transi
payments. The level of public investment, . o

remained very low, largely due to

administrative weaknesses,chuas inadequate = 21 2015 2016 2007 2018 2019
project appraisal, weak project management==ginaybalarce (he) - mminierest (he)

and lack of transparencyuring execution. Source: National source
Notwithstanding some progress on improving the financing of the pension system, the overall
quality of public finances remained very low, with substahtspending inefficiencies,
particularly in the health sector, and a poor targeting of social tranSkemse progress has

been made in preparing the restructuring of the railway company iRapablika Srpska

entity, which could reduce the fiscal burdenf this company to the ¢
Public debt declined slightly in 2019, to 32.2% of GDP by-20&9 partly reflecting

constraints in accessing foreign capital markEtscal rules are only applied in one of the
countryo6s t waontextrotthetCOWRLO cridisnthe tadtherities have announced

additional shoterm measures amounting to some 2¥,% of GDP.

Overall, the countryo6s eaeddronoaa msufficcemtmediumpol i cy
term orientation and a missing focus on growtkenhancing policy measuresWhile
macroeconomic stability has been preserved overall, fiscal policy is insufficiently geared
towards growth enhancing measures. This orientatidiscal policy towards maintaining the
statuspuo does not sufficiently use one of t he
given that the countryodés currency board recg
insufficient degree of cooperation angpthe various fiscal policy stakeholders, the limited

role of the countrybés fiscal counci l and the
the | imited effectiveness of fiscal policy
potential. Atthe beginning of the COVIEL9 crisis, the authorities have started to coordinate
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their activities, among others by establishing a couwide task force to coordinate their
sociaeconomic response to the crisis.

Functioning of product markets

Business erironment

Market entry and exit regulations have remained largely unchanged and barriers to
entering and leaving product markets remain high Efforts continued to facilitate business
registration. Some steps have been taken to strengthen the supporéipn fnvestors. The
number of registered companies increased by 2.5% compared to 2018, in particular in the
group of smaller companies withi0employees. However, in order to be able to operate in
the whole country, multiple registrations are still rieed, increasing costs of establishing a
company. According to international rankings, the business environment has remained largely
unchanged, although due to faster progress
ranking actually declined slightlyEntrepreneurial outcomes have remained weak, while
political interventions are impeding the functioning of markets and institutions. Ovbgall,
country's attractiveness for doing business is hampered by still numerous and lengthy
procedures and polititanterference required for entering or leaving the product market.

The rule of law and the functioning of the judiciary continue to be a crucial weakness.
Improvements in this area have remained very limited. Among others, important issues are
contractenforcement, in particular settling commercial disputes, a substantial backlog in court
cases, and problems with establishing property rights, in particular real estate registration in
some areas. Insufficient cooperation and coordination among the vatakeholders is a

major impediment to the rule of law and a proper functioning of the judiciary, impeding the
establishment of a level playing field on a countiige level, with wideranging negative
effects on the count r yéusce dndowmentardsndepemdence af n me n
numerous regulatory and supervisory institutions continues to be insufficient.

The informal economy remains large, at some 235% of GDP. It provides (unregistered)
employmentand incomebut also distorts competition @rerodes the base for taxation and

social security contributions. Despite some limited progress in addressing the informal
economy, such as improving the degree of registration in the labour market by increasing
labour market controls, the informal sectoay still account for up to one third of GDP. The
resulting narrow tax base requires rates for taxes and social security contributions to be higher
than would otherwise be necessary. Tdlso adds to a significant fiscal burden on labour,

which inturnimpedes f or mal empl oyment and negativel
international competitiveness.

State influence on product markets

State influence on the economy remains higl€ountrywide public spending continues to be

at a high level of some 40% GDP, while the quality of the provided services is rather low,
especially in the areas of health and educatitateowned companies as well as state
subsidies and guarantees, which lead to substantial contingent liabilities, are a heavy burden
onpub i c finances and t hAcsordihghtea recentsurivey,ypdbkcly t a X p
owned enterprises account for about one quarter of public employment and 11% of total
employment. Many of those companies are characterised by low productivity, wihie at

same time they offer wages which are some 40% higher than in comparable private industries.
Furthermore, in order to remain in operation, many public companies rely on state support or
delay due payments to the social security systems or to privgiesspcreating substantial
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liquidity imbalances in other areas of the economy. Public procurement, which represents a
significant share of public spending and thus plays an important role for the private economy,
is managed on the base of overly compbeacedures which facilitate corruption and still
contain a preference for domestic suppliers, which is incompatible with theedilils There

is still a wide range of administrated prices. However, there is no information available on the

weight ofadminis r at ed prices i n the countryds consun

The level of officially recorded state aid remained low, but indirect state support
undermines a level playing field.Although official data on recorded state aid points to a
relatively low and declining leat of support of some 0.9% of GAR number of public and
private companies benefit indirectly from the accumulation of payment arrears of taxes and,
in particular social security contributions. Furthermore, state aid control is hindered by the
only partal alignment of legislation with international and European standards and by the lack
of procedural and fiscal independence of the authority responsible for its control. The
consistent enforcement of state aid rules throughout the country is not assdrédean
competences of the State Aid Council are limited. This leaves room for unfair distortions in
the competitive position of some companies in the country.

Privatisation and restructuring

The privatisation processis still not complete and restructuring efforts have made little
progress.Attempts to sell earmarked public companies have been largely unsuccessful during
the last year. The due diligence procedures for two local telecommunication companies has
been completed. Strategic sectors such aspgoanand energy are still dominated by poorly
managed and often inefficient stat@ned companieslhe share of the private sector in the
countryoés value added has r emai n esthte seatordr e r
create some 80% of theawnt r yés gross value added and
countryos empl oyment .

Functioning of the financial market

Financial stability

Overall, the financial sector remainedlargely stable despite some negative effects from
COVID-19, but a high degree of complexity and fragmentation in the institutional and
regulatory setup is hampering banking supervision.A si gni fi cant share
asset portfolio is eurmmdexed, which underlines the importance of a stable exchange rate
under the currency board arrangement. The sector consists of a few large, mainly foreign
owned banks, accounting for some two thirds of the sector, a limited number of smaller, local
banks and two statewned development banks. The number of banks (28pisin relation

to the market size. The overall capital adequacy ratio was at some 18% by tbedfiodt

quarter of 2020 well above the regulatory minimum of 12%. Banking sector profitability
continued to deterioratavith a returron-equity ratio (ROE dropping to 9.6%, while returns
onaverage assets (ROAA)Jso slightly dropped to 1.2%t the end othe first quarter in

202Q Some banking sector soundness indicators continued to slightly improve. For example,
the ratio of norperforming loans (NPL)as further declined, from.9% in 2019 to 6.6% in

the firstquarter However, there are big differences
pockets of vulnerability remaining, in particular in the case of some smaller local banks. In
particular, thee is a notable difference between foreign and domestic banks in terms of

” Latest data from 2018
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soundness indicators, with the former being more successful in reducing NPLs or improving

| oan provisioning. The central bankobectoranal yt
supervision suffers from the fragmented and decentralised institutiongb.skt response to

the COVID19 crisis, the Central Bank has reassured households and corporations on the
stability of the countryds financial sector.

Access to finance

Lendi ng has increased but small firnZdlttaccess
GDP increased slightly during the last five years from 58% of GDP (in 2014) to close to 60%

in 2019. After a near standstill in bank lending in the aftermath of the fadasr@is, lending

to corporations and households has recovered and has increased in 2019 by some 4.2% and
7.5%, respectively. However, the piagk of growth to corporations is less dynamic, pointing

to difficulties in the private sector to develop bankabkojects. In particular, it is still

difficult for SMEs and micro enterprises to access finaherest rate spreads for consumer

loans have markedly declined, dropping during the last 5 years from above 6 percentage
points to around 4 percentage psintlowever, this level is still relatively high, suggesting

either still high riskpremia and/or a lack of competition. The size of the-fmancial sector

and of the capital mar kets has remained s ma
bond and stock markets of about 23% of GDP. The use of venture capital has continued to be
very limited.

Functioning of the labour market

Despite improving labour market indicators, significant underlying challenges remain.

The increase in the number of registered employees slowed down during 2019 to 2.3% on
average. In the first quarter of 2020, the yeawyear increase came down to 1.3%, while in

the second quarter, the number of registered employees was 2.2% loweydlaamefore. In

2019, the largest increases were in the service sector, in particular the wholesale and retail
sector. The number of unemployed declined by 9% in 2019. However, here too the situation
deteriorated in 2020, with the decrease in the numbanemployed slowing down to 6.2%
yearonyear in the first quarter, before turning to a 3% increase in the second quarter.
However, the overall impact of the COWI® on the labour market was still limited,
although due to the high share of informal empient, the administrative data might not
reflect to the whole picture. The actual number of persons, participating actively in the labour
market is declining, as only a part of the unemployed appears to find a job, while many others
seem to leave the labomarket, either to work abroad or by not registering any longer as
looking for a job. According to the internationally comparable Labour Force Survey (LFS),
the annual unemployment rate has declined to 15.7% in 2019, compared to 18.4% a year
before, buttiremains high. Preparations to publish quarterly LFS data are still ongoing. Key
factors for the persistently high unemployment are a lack of adequate employment
possibilities in the economy, but also a mismatch of education curricula with labour market
needs. One additional factor, which could contribute to the relatively low labour market
participation is a high tax wedge, in particular for lax@ge earners. Draft legislation on the
Personal Income Tax as well as on social security contributions widwate reduce the tax
wedge has been prepared, but has not been adopted yet. The labour market participation of
women and the youth is still low, while unemployment rates of those two groups are
significantly higher than for men in core working age cohdrtgterm unemployment has
remained high, with according to the 2019 LFS survey about 77.3% of the unemployed
looking for a job for more than one year. During the last year, the authorities have continued
to implement active labour market measures, aljhathe coverage is relatively low and the
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measureso6 efficiency i s nohese suppbrtthecemmoymehty r i ¢
of vulnerable or disadvantaged groups. The still substantial discrepancy between
unemployment data according to admirastre and according to survey based data has
somewhat narrowed but i's still significant,
labour market statistics.

Brain drain increasingly becomes a challengd.abour mobility within the country is low,
while brain drain towards neighbouring and in particular EU countries seems to be
substantial. The loss of qualified labour Graph :Bosniaand Herzegovina

through emigration has supported relatively, Labour market trends (15-64 age group)

high increases of nominal wages in some
sectors (e.g. +10% in the construction sector3°. T T—_
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This has a positive effects on income while, i D

absence of adequate productivity gains high 30

wage growth erodes thg countriesdé internatio
competitiveness position. Wages in the public 2013 2014 2015 2016 2017 2018 2019

——Unemployment rate (lhs) =—Participation rate (rhs)

sector are also relatively high, in particular ——gnjioyment rate (rhs)
when taking into account thesector's
productivity, which among others crowds out qualified labour from the private sector.

Source: BiH Agency of Statistics

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

Bosnia and Herzegovina has maidated progress, and remains at agarly stagein terms
of capacity to cope with competitive pressure and market forces in the HeJovierall
quality level of education has remained low, while measures to improve the transp
energy infrastructure have remained insufficient. The extemstrattural adjustment he
been | imited, although there has been

In order to support lorterm growth Bosnia and Herzegovina should in particular:

- Improve the quality of education and training, imarfrular, accelerate th
modernisation of curricula with a view to better alignment with labour market neec

- Increase public investment, in particular by focusing on transport and €
infrastructure and on improving environmental standards;

- Support trade integration with the EU and CEFTA, among others by suppd
alignment with European safety and quality standards, such as envisaged in the
of the Regional Economic Area (REA) initiative.

Education and innovation

Investment in education has remained inadequate to address the challengeBublic
spending for formal education accounts for some 4.2% of GDP in 2018. When adding private
and foreign spending, the overall amount stands at nearly 5% of GDP. Despite this significant
spending, in pdicular when taking into account the number of students, the outcome of this

i nvest ment fails to provide the countryos
necessary for a smooth integration in the labour market. This contributes to a partiggtarly
youth unemployment rate (33.8% innd0 19 according to LFS), twi

unemployment rate. Innovation policy is impeded by the large number of stakeholders
involved and the low degree of cooperation and coordination, leading to effloigncy of
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the overall system. The absence of an efficient funding system is another factor, preventing
the countryds innovation policy from achievi

Access to early childhood education and care is still low, whilechool enrolment rates

have dropped in most sections of the education system, partly a result of demographic
dynamics, such as declining birth rates and emigration of young familiesTeaching

curricula continue to be outdated and are still not sufficieattyi gned wi th t he
needs. Further more, the countryob6s education
and poorly coordinated, leading to varied standards within the country. This results in a lack

of common standards for various levels ofiegtion, as well as in differences in the quality of

teacher training and performance evaluation. The country participated for the first time in the
2018 PI SA study. Results indicate that the
the OECD averagebut is also low when compared with countries in the region, such as
Serbi a, Mont enegro and Al bani a. The country
highest in the region with around 3%, largely as a result of a relatively high illiteracy rate
among women. Also missing is sufficient support and training to provide women with skills
required for entrepreneurship.

Physical capital and quality of infrastructure

|l nvest ment i n t he countryos capital stock
government famation and administrative weaknessesGross capital formation rose by
some 6.2% in real terms in 2019, compared to 4.7% the year before, largely driven by
investment in housing. Public investment remained low, resulting from the delays in
government formigon, but also suffering from difficulties in planning, adopting and
implementing investment projects. The persistent political uncertainty also impeded a stronger
increase in private fixed investment, which remained at close to 2¥2% of GDP, when taking
the annual average. Some strategic foreign investment in the oil processing and tourism
industry took place during the last year, which however was largely neutralised by lower
inflows towards the end of the year. Environmental standards are low and oftectedig
leading to high levels of pollution, impeding the health (and thus productivity) of the

countryodos | abour force and constituting anot
insufficient momentum in investment and neglect of environmestahdards hampers
i mprovement in the countryodés growth potentia

Transport and energy infrastructure investment was also negatively affected by political
uncertainties. The delays in government formation not only affected planmeestment in
transport and energy infrastructure, but also impeded access to international finance.
Furthermore, necessary steps for modernising the regulation of the energy and transport
markets were further delayed. As a result, tharkets for electrity and gas remain
fragmented and dominated by key incumbent companies. Furthetimoadsence of a single

or sufficiently harmonised regulatory framework and inadequate cooperation and coordination
among the various stakeholders often leads to delayganhed investment projectds a
resul t, i nfrastructure connections wi t h nei
digitalisation have remained lown March 2019, the EU Energy Community opened an
infringement procedure against Bosnia and Herziegowver state aid to the Tuzla 7 coal
power plant.

Sectoral and enterprise structure

Some structural change from the public sector to trade and manufacturing has taken
place. During the last five years, there has been an increase in the share edddsdeof
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trade and manufacturing (from 19% and 11% of GDP in 2014 to 21% and 12%% in 2019,
respectively), while the share of the public sector (administration, health and education) in
value added shrank, from 18%% of GDP to 16%%. In terms of employmenghtre
increased slightly in trade and transport, while it declined in manufacturing, agriculture and
energy production. However, the extent of the informal sector might mask important changes.
The company structure registered some increase in the sharedaumsized companies,
employing between 5049 employees. However, the majority of new companies are micro
companies (@ employees), which are often trading companies with lower value added. Some
95% of allcompaniesare in the group of small and micbusinessesd.e. with less than 50
employees. Access to finance in terms of bank loans has slightly improved during the last
year, although for many micro and small companies gaining access to credits is still difficult.
Support schemes are in place fmnall and mediursized enterprises, but benefitting from
those schemes is often cumbersome.

Economic integration with the EU and price competitiveness

The volume of international trade declined slightly in 2019, while the country and
commodity structure diversified. International trade slightly declined during 2019, mainly
due to weaker commodity exports, dropping by about 3.4% in nominal terms in 2019, while
imports increasing in nominal terms by 1.2%. About one third of this drop in exports is due to
asharp decline in trade with Kosovo, but also weaker exports to key trading partners, such as
Germany, Croatia and Turkey, played an important role. The trading structure shifted slightly
in favour of trade with Serbia, but also other countries, such asri®du§rance and
Switzerland. Exports to the ERB accounted for 73% of total exports in 2019, which is
slightly higher than a year before. Exports to CEFTA countries rose slightly during 2019, by
about half a point to 16.6% of total exports, as incre@msesports to some CEFTA countries,
such as Serbia, were largely compensated by the-takéfdriven sharp drop in exports to

Kosovo. The countrybés openness to trade incr
of total exports and imports iGDP from about 88% in 2014 to nearly 95% in 2019.
However, when taking into account the countr

are still relatively low. The range of export commodities is not very sophisticated. While
some further progre$sms been achieved in addressing-taiff barriers to trade with the EU,
such as required physanitary and sanitary standards, overall compliance with these
requirements remains a problem.

The integration of t he ¢ ounth thg Blsis rathenlaw c i a |
although a large part of the banking sector is owned by European banks. About two thirds of
the countryds stock in FDI is originating fr
a similar pattern. Despite a relatively highage gr owt h, the countryos
competitiveness appears intact.
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The countryds nominal effective exchange r at
mainly due to exchange rate movements of the US dollar, the Turkish lira aRdighian

rouble. However, in real terms, the effective exchange rate remained more stable, benefitting
from the countrydos | ow inflation rate, i n
inflation.

4, GOOD NEIGHBOURLY RELA TIONS AND REGIONAL C OOPERATION

Good neighbourly relations and regional cooperatiorform an essential part of Bosnia and
Her zegovinads Eur op e @antribute to stgpilitg, recoaciliatignramm@ae s s «
climate conducive to addressing open bilateral issues and the legfatiepast.

Bosnia and Herzegovina remains committed to regional cooperation and plays a constructive
role in building a more stable and secure region through participation in around 35 regional
organisations and initiatives, such as the Central EuropesnTrade Agreement (CEFTA),

the Energy Community, the Transport Community, and the Regional Cooperation Council, of
which it hosts the sedtBosnia and Herzegovina hosted the SEECP Summit in July 2019,
concluding its ongrear chairmanshimnd completed chairmanship of MARRI in June 2019.

In 2020, the country presides over the-A&iatic Charter and the CEFTA Agreement.

During the COVID19 crisis, inclusive regional cooperation has proven to be essential. By
establishing green lanes fdwettransport of emergency goods, the region has proved it is able
to address common challenges swiftly and efficiently. Inclusive regional organisatibas
Regional Cooperation Council, the Transport Community, and CEFTAave been
instrumental in regmding to the COVIBL9 crisis. These achievements need to be turned
into sustainable improvements.

Building on the results of the previous summits with the region, the July 2019 Western
Balkans summit in Poznan focussed on strengthening regional cooperation in the fields of
economy and trade, the digital agenda, connectivity, security, fight agairsiptcamm,
promoting reconciliation and youth. The summit endorsed a number of achievements in these
fields, in particular the clean energy transition declaration signed in Podgorica, the regional
roaming agreement signed in Belgrade, a substantial contbegackage and the Roma
integration declaration. It was also the occasion to-ktekt the preparation of a Green

8 Bosnia and Herzegovina also actively participates in initiatives such as théBBjult Process, the Central
European Initiative, the Adriationian Initiative, the EU Strategies for the Danube Region and for the Adriatic
lonian Regon, the Migration, Asylum, Refugees Regional Initiative (MARRI), the Regional School of Public
Administration (ReSPA), the Regional Youth Cooperation Office in the Western Balkans (RYCO), the South
East European Cooperation Process (SEECP) and the WBatkams Fund.
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Agenda for the Western Balkans.

At the Zagreb Summit on 6 May 2020, EU and Western Balkans leaders agreed that
deepening regional economidegration has to be a prominent part of recovery efforts of the
Western Balkans. To do sBpsnia and Herzegovinaeeds to continue playing a constructive

role in building a common regional market, which will be critical to increase the
attractiveness ahcompetitiveness of the region. It will hédosnia and Herzegovirta speed

up the recovery from the aftermath of the pandeimmotably to attract investors looking for
diversification of supply and shorter value chains. Such a common regional marketlea
inclusive, based on EU rules and built on the achievements of the regional economic area
multiannual action plan.

Bosnia and Herzegovinaontinues to closely cooperate with Croatia, Montenegro and Serbia
under the Sarajevo Declaration Process ajman sustainable solutions for some 74,000
people who became refugees and displaced persons as a result of the armed conflicts in ex
Yugoslavia during the 1990s. Within the framework of the Regional Housing Programme
(RHP) in 2019 approximately 450 uniteke built out of 1,200 housing units repaired in total.
Significant challenges remain with regard to the economic and social integration and
wellbeing for many families, required to ensure the sustainability of return.

The issue ofmissing personsgs a mdter of concern. Further efforts on a regional scale are
needed to establish the unresolved fate of 7,206 people still missing as a result of the conflict,
of which 242 were identified in 2019.

In April 2019 Bosnia and Herzegovina also signed a regiogr@eanent on roaming fees at
the Western Bal kans digital summit in Bel gr a
July 2021.

Bosnia and Herzegovina generally maintains gdoitateral relations with other enlargement
countries and neighbouring EU Memiftates.

Relations withAlbania are friendly and without open issues, with occasional -tegél
bilateral visits. The countries initialled an agreement on cooperation in the EU accession
process and an agreement on economic cooperation. Trade flows remain low.

There are no official tations withKosovg as Bosnia and Herzegovina does not recognise
Kosovobds independence and the two maintain a
visa procedure for all citizens of Kosovo is still pending. The 100% tariffs on goods
originating from Bosnia and Herzegovina and Serbia, imposed by Kosovo in November 2018,
were lifted in April 2020; the flow of goods has since resumed.

ConcerningMontenegrq bilateral relations are good. There are no bilateral border issues but
the agreed bordetemarcation is yet to be physically marked on the terRiiatocols on
cooperation in search for missing persons and on thestadutory trafficking of persons were
signed between the two countries in October 2019.

RegardingNorth Macedonig relationsare good and several bilateral agreements are in place,
including on cooperation on EU integration.

Bilateral relations withSerbia are overall good and stable although without concrete steps
forward in tackling outstandinigsues. A protocol on determig the triborder point between
Bosnia and Herzegovina, Serbia and Montenegro was signed in May 2019 in Sarajevo; it
represents a good basis for negotiations on a bilateral border agreement. To this aim, the two
countries also need to reach an agreememivorriver dams on the Drina river and a portion
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of the BelgradeB a r rail way which cCrosses i ntlo Bosn
December 201%he two countries also sighedcooperation agreement on the construction of

the SarajevaBelgrade highwayln June 20203,449 citizens of Serbia cast their vote at 11

polling stations in Bosnia and Herzegovina for the Serbian parliamentary elections.

Turkeyi s a strong international supporter of B
integration. Exchages at high level are frequent. Turkey committed to finance the
construction of SarajevBelgrade highway.

Relations withCroatia are overall good, although affected by outstanding bilateral issues.
Bilateral visits t oleJelThd1899 éordertdenfarcation aggeementi ni s
has not been ratified by either side and there are open issues concerning land and sea borders.
The implementation of the 2001 succession agreement is affected by open issues on private
properties and acquiredyhts. Bosnia and Herzegovina established a $t&td coordination

body to dispute Croatiads plan to build a f:
storage at Trgovska Gora, near the border. There is no agreement on dual citizenship. 35,54
citizens of Croatia cast their vote at polling stations in Bosnia and Herzegovina for the
Croatian presidential elections in December 2019 and January 2020, and 21,898 for the
parliamentary elections in July 2020.

5. ABILITY TO ASSUME OBL IGATIONS FROM ME MBERSHIP
5.1. Chapter 1: Free movement of goods

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

Bosnia and Herzegovina is at early stage of preparationin the area of free movement [of
goods. There wa®o progressin this area. Major steps need to be taken to align| the
legislative franework with the EUacquis in particular on technical requirements for

products, conformity assessment and on market surveillance.

In the coming year, Bosnia and Herzegovina should in particular:

- establish a list of technical regulations in force and start to repeal countrywide the
domestic legislation that conflicts with the EU legislation, includingYegoslav
standards that conflict with those aligned with European standards;

- adopt a countrywie strategy for the quality infrastructure;

- appoint the members of the Metrology Council.

General principles

Regarding thegeneral principles the legislative and institutional framework for the free
movement of goods is not in place. Bosnia and Herzegodioes not have a coherent
countrywide approach, nor does it hav&rategy or action plan for alignmentwith the EU
acquis. No steps were taken to comply with commitments under the Stabilisation and
Association Agreement (SAA) or to repeal conflictiegulations at all levels.

Non-harmonised area

No plans were made or steps were taken to ensure that legislation and administrative practices
for the non-harmonised areaare incompliance withArticles 34-36 of the Treaty on the
Functioning of the Europeddnion and relevant case law of the European Court of Justice.
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No specific body was established or empowered to fulfil the obligation of notifying technical
regulations.

Harmonised area: quality infrastructure

The legal basis and administrative structimetechnical regulations, standards, conformity
assessment, accreditation, metrology and market surveillance are in place, but they are not
aligned with the EUacquisand remain uneven and fragmented. The relevant administrative
structures involve institions set up at both state and entity levels, and the coordination
between them remains weak. There is still no countrywide strategy to put in place the quality
infrastructure, which would help Bosnia and Herzegovina to have a coherent countrywide
approab.

On standardisation, the Institute for Standardisation of Bosnia and Herzegovina (ISBIH) is a

full member of the European Telecommunications Standards Institute and an affiliate member
of the European Committee for Standardisation (CEN), of the Eurofeammittee for
Electrotechnical Standardisation (CENELEC) and of the International Elestimical
Commission. It is also a full member of the International Standardisation Organisation.
Between 1 April 2019 and 8 June 2020 ISBIH adopted 2,244 Europmahasds (ENs) as

national standards. On 8 June 2020, the percentage of European standards adopted stood at
88,76%. However, conflicting eXugoslav mandatory standards have still not been
withdrawn in a systematic manner across the country, and thesecmuntrywide register of

current legislation.

The Institute for Accreditation of Bosnia and Herzegovina (BATA) is the single national
accreditation body. It is a full member of the International Laboratory Accreditat
Cooperation and an associate member of the European Cooperation for Accreditation.
However, BATA is understaffed, with 21 employees out of the 28 required under the
implementing legislation. There are 1¥bnformity assessmentbodies in Bosnia and
Herzgovina: 77 testing laboratories, 2 medical and 8 calibration laboratories, 4 product
certification body and 46 inspection bodies. The Law on Accreditation is not aligned with the
EU acquis and the designation of conformity assessment bodies and copfasagssment
procedures are still not applied consistently throughout the country.

The Institute ofMetrology of Bosnia and Herzegovina (IMBjHparticipates in technical
committees, European development programmes and coopegyaijeats with EU metrology
institutes. It is an associate member of the General Conference on Weights and Measures, the
International Bureau of Weights and Measures (BIPM), the International Organisation of
Legal Metrology, and the European Cooperatiohegal Metrology. It is also a signatory of

the Mutual Recognition Agreement of the International Committee for Weights and
Measures, and a full member of the European Association of National Metrology Institutes. In
the reporting period, IMBiH publishedvé new calibration and measurement capabilities
(CMC) in frequency, time and pressure in key irtemparison database in BIPM. Metrology
institutes need to cooperate and coordinate their activities in implementing the legislation in
this area. The appdment of the members of the Metrology Council has been pending since
2012. The Institute of Metrology remained understaffed, having 53 of the 72 members of staff
required under the implementing legislation.

Over the reporting period, thdarket Surveillance Agency and the inspection bodies of the
entities and the Brl ko District implemented
26 were initiated on reactive surveillance. As a result of 210 product safety inspections, 6,222
unsafe products were \widrawn from the market (of which 4,473 were destroyed), and
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businesses brought 9,337 products into compliance with safety requirements. The market
surveillance system is still largely based on mandatory standards angket control. The
law on marketgrveillance is still not aligned with the Eatquis

Harmonised area: sectoral legislation

On tnbwe andglobal approacid a n ald &pproach product legislatiord Bosnia and
Herzegovinastarted to adopt legislation designed to align with thedeQuison electrical
equipment, machinery, electromagnetic compatibility, lifts, personal protection equipment,
norrautomatic weighing instruments and pressure equipment, as \ettibsers. However,

this legislation is not applied across the country, adetislative framework is fragmented
and theRepublika Srpskantity implements its legislation separately.

No progress was made on aligning the legislation with the a€tuis on Registration,
Evaluation, Authorisation and Restriction of Chemicals (REAGH)on strengthening
administrative capacities in this area. On phieing of medical products the conditions for
refusing to add products to the reimbursement list are designed to be aligned with the EU
acquis On civil explosives, Bosnia and Herzegovinatill lacks a comprehensive legal
framework on the transport of dangerous goods. Legislation on retuwnifugal objects
unlawfully removed from the territory of an EU Member State has not yet been aligned with
the EUacquis

As response to COVIR19, yon joint initiative by the Permanent Secretariat of the Transport
Community and the CEFTA Secretariat, Bosnia and Herzegovina, alongside all the other
governments in the Western Balkans, has successfully implemented measures to facilitate the
transport ad trade of essential goods within the region.

5.2. Chapter 2: Freedom of movements for workers

Citizens of one Member State have the right to work in another Member State and must be
given the same working and social conditions as other workers.

—

Bosnia and Herzegovina hasme level of preparationin the field of free movement ¢
workers. Howevemo progresswas made in the reporting period.

In the coming year, Bosnia and Herzegovina should in particular
- start developing a countrywide database on vacancies;

- continue negotiating and concluding new bilateral agreements on social security, hotably
with EU Member States.

Regardingaccess to the labour market the legislation in place does not differergiat

between EU workers and other foreigners,-Boms ni a and Her zegovinab
legislation prohibits, like the amdiscrimination law and labour laws, direct or indirect
discrimination on grounds of race, skin colour, language, religion, agenakbr social

origin, sexual orientation. At the same time, employment in public administration is reserved
for Bosnia and Herzegovinads <citizens. Il n o
several exceptions, as provided for under the Law on Ali@m<£EU citizen has to obtain a

work permit and meet certain conditions to do so.

The | aws of the entitiesd6é and the Br| ko Di s
fully harmonised with the stadevel Law on Aliens, especially when it comesrégulating
the issuance/approval of a residence permit on the grounds of employment.
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Bosnia and Herzegovina still lacks a countrywide database of vacancies.

As regards thecoordination of social security systemsBosnia and Herzegovina has 9
internatioral bilateral agreements on social security in place, (of which 6 are with EU
Member States) and an additional 16 agreements (of which 12 with EU Member States),
which have been implemented on the basis of succession from the former Yugoslavia. The
new agrement on social security between Bosnia and Herzegovina and Switzerland is
currently in final stage of the ratification
schemes remains fragmented, with limited administrative capacities and lacknal for
cooperation among relevant authorities covering all levels of government.

There has been no progress on the European Health Insurance Card.
5.3. Chapter 3: Right of establishment and freedom to provide services

EU natural and legal persons have thehido 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 open to competition since 2017.

Bosnia and Herzegovina iat an early stage of preparation regarding the right pf
establishment and freedom to provide serviéés.progresswas made in this area in the
reporting period. The existing legislation remains to be aligned with the Services Directive
and provide for thenutual recognition of foreign qualifications for regulated professions. A
countrywide strategy for development of postal services needs to be adopted in order fo create
a consistent regulatory framework that is aligned with thex&dis

In the coming year, Bosnia and Herzegovina should in particular:

- establish a register of the relevant legislation in force and identify the legislation| to be
amended to ensure alignment with the EU Services Directive;

- elaborate a comprehensive inventosy all additional administrative and technigal
requirements for the registration of domestic and foreign undertakings economically
active countrywide with a view to abolishing the ones hampering the creation of the| single
economic space;

- adopt a countrywde law on postal services, in line with the Bthuis and open up th
postal market to competition.

1)

The legislation omight of establishmentandfreedom to provide crossborder servicesis

not aligned with the EU Services Directive. No progress was madeveloping a horizontal

law enshrining the principles of the Directive and on reviewing the sspéaific legislation

to identify laws that need to be aligned with the Services Directive. The point of single
contact needs to be established. Alignfighe relevant legislation at all levels of government
requires building up sufficient administrative capacity and having strong coordination
between administrative bodies at all levels.

The legal framework fopostal servicedss partly aligned with the Eldcquis.A new state

level law on postal services, still being prepared, needs to be adopted, andlevestate
strategy for developing postal services needs to be elaborated, in order to ensure a consistent
regulatory framewde aligned with the EUacquis The legal framework for providing
universal postal services across the country remains to be harmonised and the postal market
need to be fully opened up to competition. The institutional and financial independence as
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well as he administrative capacities of the Agency for Postal Traffic should be strengthened
to enable it to perform its regulatory function.

The current legislation still does not provide for theutual recognition of foreign
gualifications for regulated professbons as required by the Eldcquisin this area. The
general roadmap for alignment with the relevantd&dduisremains to be implementet@he
legislative framework in this area needs to be completed and aligned with tledti$
Significant efforts stillhave to be made to establish an adequate institutional framework,
including egovernment facilities and national contact points assisting citizens requesting the
recognition of their professional qualifications.

5.4. 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 laundering and terrorist financing.

Bosnia and Herzegovina imoderately preparedin the area of free movement of capital.
There waslimited progress in the implementation of EU rules on the free movement of
capital and payment system alignment with that of the EU. The newly introduced paymen
clearing system created some of the preconditions required to join the Single Euro Rayment
Area. The 2019 recommendations were therefore only addressed to a limited extent and
remain valid.

In the coming year, Bosnia and Herzegovina should in particular

- continue removing unjustified restrictions incompatible with the @&lduison the free
movement of capital, including restrictions related to stesrh capital transactions and
acquisition of real estate;

- introduce a register of beneficial ownershmformation for legal persons and a register of
beneficial ownership information for legal arrangements.

As regardscapital movements and paymentsthe country continues to apply full current
account convertibility. Longerm capital transactions are stly liberalised, but restrictions
remain for shorterm capital transactions, including financial credits and loans provided by
residents to nomesidents, and resident payments of life insurance premiums t@sioents.
Investment rules for instituti@h investors are subject to limitations on investment in foreign
securities.

The statdevel law on the policy of foreign direct investments does not provide equal
treatment of foreign and domestic natural persons for the acquisition of property. &nsty |

on foreign investments still stipulate that a maximum of 49% of foreign ownership is allowed
for companies operating in media affairs and the military industry unless, in case of justified
interest, the entity government issues a decision to exceedo#t®#8é founding capital for

such a share in a company operating in the sectors under restriction. The restriction therefore
remains in force and might not be in line with the requirements dtthacquison the free
movement of capital.

For the acquisibn of real estate by foreign natural persons, reciprocity is required unless the
matter is regulated by an international agreement. Farmland cannot be owned by foreign
natural and legal persons. The Stabilisation and Association Agreement (SAA) obéiges th
country to adjust its legislation on thequistion of real estate so that from 2021 nationals of

EU Member States are treated in the same manner as nationals of Bosnia and Herzegovina.
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There was no progress in privatising companies of strategic interest where entity governments
retain majority shares and management rights.

As regards th@ayment systemsin June 2019, the Central Bank of Bosnia and Herzegovina
(CBBH) modernised its payemt system by introducing a new gyro clearing system. All
interbank transactions up to a certain limit, namely KM 10,000, go through the new system.
To adhere to the SEPA (Single Euro Payment Area) schemes for communities of banks or
financial institutiors outside the European Economic Area, among others, relevant legislation
will need to be adopted to align with the Payment Service Directive Il, the Electronic Money
Directive 1l and the Single Euro Payment Area (SEPA) Regulation.

Payment services need bbe further liberalised and modernised to benefit existing and new
players on the market. The system should be open to operators other than banks.

Regardinganti-money laundering, Bosnia and Herzegovina needsaopt a law on anti
moneylaundering and couering the financing of terrorism in line with international
standards, anflirther align with the EWcquison antimoney laundering and countering the
financing of terrorism.The Commission has adopted a delegated regulation that removed
Bosnia and Hergovina from the EU list of higfrisk third countries.However, Bosnia and
Herzegovina should maintain its efforts to increase the effectiveness of W@y
laundering and countering terrorist financing framework, notably on the transparency of
bereficial ownership.

Bosnia and Herzegovina is behind schedule on adopting its new law cmandy
laundering and terrorist financing and the establishment of an asset recovery office was
delayed. Bosnia and Herzegovina needs to establish a beneficiaishipnegister on legal
persons.Bosnia and Herzegovina also needs to improve its track record of financial
investigations, prosecutions and convictions for related offences, make a more consistent use
of legal provisions on asset confiscation, notablysejting up an asset recovery office.
Preventive measures, supervisory action and sanctions in case of bieaspesially in the
nonfinancial sectoi also still need to be implemented.

5.5. Chapter 5: Public procurement

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

Bosnia and Herzegovina hasmelevel of preparation in the area of public procurement.
There wasseriousbacksliding resulting from the extension of preferential treatment|for
domestic bidders in awarding public contracts during the reporting period, in breach|of the
commitments of Bosnia and Herzegovina towards the EU. The country needs to align its
legislation with the EUacquisin the area of public procurement and utilities and start the
alignment process for concessions where the legal framework is highly fragmented and needs
to be harmonised to eliminate overlaps, inconsistencies and unitestalRecommendations
from last year were not addressed and remain valid.

In the coming year, Bosnia and Herzegovina should in particular:

- withdraw the decision on preferential treatment of domestic bidders in awarding [public
contracts to ensure complianoehis area with the SAA,

- adopt the new law on public procurement;
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- strengthen the administrative capacities of the Public Procurement Agency and the
Procurement Review Body by increasing their staff and providing appropriate training,
and make therocurement process more transparent.

Institutional setup and legal alignment

The currentegal framework, enacted in 2014, is partially in line with the Eldquis.The

Public Procurement Law aims at ensuring compliance with the principles of non
discrimination, competition, transparency and equal treatment. However, the principle of non
discrimination is not applied as the government of Bosnia and Herzegovina adopted, in May
2020, a decision on obligatory application of domestic preferential treatmedbrioestic
bidders at the rate of 30% for a eyear period starting on 1 June 2020. The decision is in
breach of the SAA, which bans any preferential treatment for domestic bidders as of 1 June
2020 (following the transitional period with gradual reductidrpreferences). Furthermore,

the law covers exemptions, which are not covered by thedtjuis. The country needs to
further align with the 2014 Public Procurement Directives, including the Directive on public
procurement, utilities and defence procuratd@he legislative framework on concessions
and public private partnerships is highly fragmented and needs to be aligned with the EU
acquis. All legal and financial instruments used for public procurement and concessions,
including intergovernmental ageament concluded with third countries, should comply with
the principles of transparency, competition, equal treatment andisommination.

The implementation of the 204&8)20strategy for the development of public procurement
has been delayed.

The Public Procurement Agency (PPA)of Bosnia and Herzegovina is the body authorised
to initiate, implement and monitor public procurement reform in all sectors. Its administrative
capacities are insufficient. Each contracting authority needs to be staffed figthlofvho

have the relevant skills and expertise.

Implementation and enforcement capacity

I n 2019, B o s ni apuldiogrocureeentz neagket vepresanded .8% of the
countrybés GDP, slightly below the 2018 | evel
in 2019, compared to 2.3 in 2018.

On monitoring the awarding and implementation of contracts the Public Procurement

Agency is the body authorised tatiate, implement and monitor public procurement reform

in all sector s. However, the PPAOGs administr
Statistics collected from contracting authorities and published by the Public Procurement
Agency prowde a solid tool for monitoring the use of procurement procedures and show a
decrease in the use of the negotiated procedure without prior publication (11.47% of the value

of all contracts awarded in 2018, a nodngeven |
role should be strengthened to enable it to identify potential weaknesses and irregularities in
procurement procedures.

The Public Procurement Agency manages the central procurement portal, where tender and
contract notices and other important imf@tion and guidance are published, and the relevant
data from contracting authorities in the country is collected. Theeurement system was
enhanced with additional functionalities during 2019. The use of electronic procurement
enables any interesteenson to download tender documents.

The capacity to manage public procurement processas weak. Specialised procurement
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functions need to be established in each contracting authority and be staffed with officials
who have the relevant skills and expertifaere was no new developmentimegrity and
conflicts of interests

Efficient remedy system

The right tolegal remedyis laid down in the Bosnia and Herzegovina Constitution and in the
Public Procurement Law. The legislation on review proceduresoedly in line with the
relevant part of the Eldcquisalthough time limits are excessively short. The legislation on
review procedures does not cover concessions and private public partnerships; these are
covered by other regulations and need to be aligméd the EU acquis. The institutions
responsible for the review procedures are the contracting authority, as the first instance body,
the Procurement Review Body of Boshia and Herzegovina, as the dastartte body and

the Court of Bosnia and Herzegoairas the third instance body. Tlmplementation
capacity of the Procurement Review Body, with offices in three locations (Sarajevo, Banja
Luka and Mostar), remains in the hands of 34 staff, which is insufficient to address efficiently
the high number of amplaints submitted. A formal mechanism to-ardinate the three
Procurement Review Body offices and ensure consistent deaisikimg and legal certainty

is still missing.

The rising trend in the number of appeals submitted to the Procurement RevievweBoidgs
Bosnia and Herzegovina to strengthen the
Bodybds decisions have been challenged be
transparency of the Pr oc-makiegnmeedd to begificamtilyy B
enhanced.

Following the declaration of the state of natural or other disaster by the Council of Ministers
of Bosnia and Herzegovinan 17 March 2020 PPA issued an opinion on urgent
procuremenprocedures to be applied for COMI® specific pukic procurement, clarifying

two exemptions under available Public Procurement Law (PPL) to be applied in extreme
urgency cases. After issuing the opinion, PPA noted certain misuses of emergency
procurement procedures and warned the contracting authtoites in line with the PPLIn

order to prevent violations of PPL provisions related to misuse of CaQW¥iDelated
procurement procedures, PPA stepped up its monitoring activities of such procedures.

5.6. Chapter 6: Company law

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

Bosnia and Herzegovina ha®ome level of preparationin the field of company law,
corporate accounting and auditimited progress was made in the area of electronic
registration of companies in thHeepublika Srpsk@ nt i ty and the Br|l ko
there was no progress made towards the establistohantentral registry of businesses, the
connection of the business registers with each other throughout the country or towards
ensuring equal level of harmonisation in these fields across the country. There was no
progress either towards establishing agk countrywide competent authority for the
oversight of statutory auditors. Recommendations from last year were not addressed and
remain valid.

In the coming year, Bosnia and Herzegovina should in particular:
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- review the existing legislation in the ared company law with a view to identifying
amendments needed to complete alignment with thadgjuis;

- improve the connection and coordination of company registers between both entities and
the Brl ko District.

Company law at all levels of government remain to a limited extent aligned with the EU
acquis in this field. No central registry of businesses has been set up in Bosnia and
Herzegovina nor has any cressnt i t y/ Br | ko Di strict connect.

companie6 r egi ster s. | n Rdpeblika Srpskentityicreajed {heelegalo d t
basis for the electronic registration of limited liability companies, which will become
operational once all the technical gdgatondi ti or

regulating the registration of business entities, including the procedure of electronic
registration. A set of laws to simplify the registration process of business entities in the
Federation entity is still pending adoption.

The legislation ortorporate accounting and auditingremains partially aligned with the EU
acquis.As regards the accounting standards, t he
District prescribe the use of International Financial Reporting Standards (IFRS) for annual

ard consolidated accounts of all legal entitiBesnia and Herzegovina still needs to align its

legal framework in the area of ndimancial reporting in line with the Directive on disclosure

of nonfinancial and diversity information by certain large undkings and groupsThe

statelevel Accounting and Audit Commission of Bosnia and Herzegovina acts as an expert
body responsible for accounting and auditing standards, accompanying instructions and
practices. The entiti es @topangdateeasdsoffiaiallygublistb o d i e s
standards. Public audit oversight is performed by the Public Oversight Board in the
Federation entity, by the Ministry of Finance in tRepublika Srpskantity and by the
Accounting and Audi t it.HgwevBrdBasnia and Herzegovinakstil Di st
needs to designate a single countrywide competent authority with ultimate responsibility for

the oversight of statutory auditors, in line with Bthuisrequirements.

5.7. Chapter 7: Intellectual property law

The EU has harmonised rules for the legal protection of intellectual property rights (IPR) and
of copyright and related rights. Rules for the legal protection of IPRs cover, for instance,
patents and trademarks, designs, biotechnological inventions amcthpbeuticals. Rules for

the legal protection of copyright and related rights cover, for instance, books, films, computer
programmes and broadcasting.

Bosnia and Herzegovina msoderately prepared in the area of intellectual property laivo
progresswas male in this area during the reporting period. Significant efforts are required, in
particular to improve enforcement and coordination.

In the coming year, Bosnia and Herzegovina should in particular:

- implement the strategy on enforcement of intelleghuaperty rights;

- adopt the amendment to the Law on Patents.

With regard tocopyright and neighbouring rights, the legislative framework is largely
aligned with the EUacquis Further alignment is needed, in particular in the area of orphan
works and colleiive rights management.

The Institute for Intellectual Property of Bosnia and Herzegovina (IIP) operates as an
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i ndependent administrative body. The I nstit
coordinator in the system of enforcing intellectuabgarty rights. Copyright works and
related rights were deposited and registered in the IIP.

Five organisations in the country are authorised for the collective management of copyright
and related rights. However, in August 2019 IIP issued a decision alitiooal revocation

of the license for collective management of musical works authors' rights from the
Association of Composers Music Makers (AMUS). AMUS has 12 months to remedy
identified deficiencies.

In the area oindustrial property rights , the legislative framework is designed to be broadly
aligned with the EUacquis Further alignment is needed, in particular for trademarks and
trade secrets. Bosnia and Herzegovina has acceded to the relevant multilateral conventions, as
required by the 8A, except for the European Patent Convention, for which it still has to
adopt the relevant amendments to the Law on Patents.

Regardingenforcement the Indirect Taxation Authority received 108 requests for customs
measures based on protected trademarklsissued 51 decisions on temporary retention and
seizure of goods. The State Investigation and Protection Agency investigated 49 cases of
which 14 were closed. It submitted 22 reports on activities to Bosnia and Herzegovina
Prosecutors Office. In Februa2920, the Council of Ministers adopted a decision to establish

an Interagency Goperation Body for the Acquisition and Enforcement of IPRs in the
country.

The administrative and judicial capacity of the enforcement institutions remains insufficient
and heir cooperation needs to be strengthened. Bosnia and Herzegovina has adopted a
strategy for this that has yet to be implemented. The country still does not have a reliable
system for the collecting and analysing of data nor for exchanging data betweemidle
enforcement institutions. Steps need to be taken to ensure businesses and consumers are
involved in preventing counterfeiting and piracy, including through awareaessg
campaigns, across all enforcement institutions. Prosecutors, judgesuhganels handling

cases involving intellectual property law need to be more specialised to handle these cases in
a more efficient and consistent manner.

5.8. Chapter 8: Competition policy

EU rules protect free competition. They include antitrust rubgsrest restrictive agreements
between companies and abuse of dominant position, and also include rules on concentrations
between companies which would significantly impede competition. EU rulesalsut a
system of State aid control. Governments ary allowed to grant State aid if restrictive
conditions are met, with a view poeventing distortion of competition.

There waso progressin this area in the reporgnperiod. Bosnia and Herzegovina shopld

further align its legislative framework in the area of competition and State aid with the
relevant part of the Eldcquis Recommendations from last year were not addressed and
remain valid.

Bosnia and Herzegovina hasmelevel of preparation in the area of competition policp

In the coming year, Bosnand Herzegovina should in particular:

- improve the enforcement record of the State Aid Council by ensuring that Stgte aid
measures are notified ex ante by granting authorities;

- align the existing aid schemes with the SAA provisions;

67



- ensure that the Stat&id Council is operationally independent and obtains adequate
financing.

Antitrust and mergers

The legislative framework oantitrust and mergers is broadly aligned with the Eldcquis

The Law on Competition of Bosnia and Herzegovina largely mirrorgptbeisions of the

Treaty on the Functioning of the European Union on restrictive agreements and on abuse of
dominant position. It provides for ax antecontrol of the effects on competition of mergers
above certain turnover thresholds, in line with thegples of the EU Merger Regulation.
Implementing legislation providing further substantive and procedural rules as well as
guidance on implementing competition rules is in place and aims at broadly complying with
the EUacquis.Implementing legislatiomeeds to be further aligned with the Bthuis.

As for theinstitutional framework , the Competition Council is an operationally independent
body responsible for implementing the Law on Competition. The Competition Council may
issue requests for informatip carry out dawn raids and impose fines and remedies if it
identifies a breach of competition rules. It can prohibit mergers, or authorise them, with or
without conditions, and provide opinions on draft legislation that may affect competition. A
leniencyprogramme for companies providing information on cartel cases is in place. Parties
may appeal the Competition Council decisions before the court.

The functioning of the Competition Council is significantly impeded by tight procedural
deadlines and ethnitased decisiomaking procedures, which require decisions of the
Council to be supported by at least one representative of each constituent people in order to
have legal effect.

Regardingenforcement capacity the Competition Council is composed of six mesnd
assisted by 20 staffThe st affds | evel of expertise nee
relevant training. Onmplementation, in 2019 theCompetition Councitook 49 decisions,

including 7 on prohibited agreements, 3 ons&bof dominant position and 16 authorising
concentrations. No fines were imposed. T@empetition Councilshould continue to
strengthen the enforcement of competition r
competition cases is improving and @ads to be further reinforced.

State aid

As regardsState aid the legislative framework is partially aligned with the Bthuisand

with the provisions of the SAA. It comprises the Law on the State Aid System in Bosnia and
Herzegovina and the regulatioadopted by the Council of Ministers and by the governments

of the entities and of the Br|l ko. The i mpler
the country and remains to be aligned with thed€equis A regional aid map still remains to

be drawnup.

As for theinstitutional framework , the State Aid Council is responsible for ensuring the
consistent implementation of the Law on the State Aid System. The State Aid Council is
composed of eight members appointed by the Council of Ministers and vbengents of

the entities and of the Brl ko District. As
functioning of the State Aid Council is significantly impeded by etfir@sed decision

making procedures, which require decisions of the Council to be degpuy at least one
representative of each constituent people in order to have legal effect.
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Under the Law on the State Aid System, the state aid grantor must notify all state aid
measures to the State Aid Council before the aid measures may be gréetestate Aid
Council can order the recovery of illegal aid, with interest, if the-maiified aid is deemed
incompatible with state aid rules. It can launek officio investigations and carry out
subsequent assessments of state aid granted if thengffasierst indications that the aid was
illegally granted.

The enforcement capacity of the State Aid Council is insufficient. With only six staff
members, its secretariat is not in a position to fulfil its tasks. Staff expertise needs to be
developed through relevant training. @mplementation, the State Aid Council issued only

one (pogive) decision over the reporting period. A vast majority of state aid measures are put
in place by granting authorities before they are notified to and approved by the State Aid
Council. The existing State aid schemes still have to be aligned with E&J édarules, in
accordance with obligations arising from the SAA. Bosnia and Herzegovina needs to ensure
that all State aid measures granted are transparent.

In April 2020, the State Aid Council published the Manual on application of State aid rules

anda notification on application of the State aid law in the context of CGM[Ppandemic,
designed to be aligned with the European Cor
Framework of 18 March 2020.

Liberalisation

Concernindiberalisation, the Lawon Competition and the Law on the State Aid System are
applicable to public undertakings and undertakings with special or exclusive rights. The rules
on financing services of general economic interest are not fully aligned with thedtii$

5.9. Chapter 9: Financial services

EU rules aim to ensure fair competition and the stability of financial institutions, namely
banking, insurance, supplementary pensions, investment services and securities markets. They
include rules on the authorisation, operation agbervision of these institutions.

Bosnia and Herzegovina hasme level of preparatior/ is moderately preparedin the areg
of financial servicesThere wasome progress n | mpl ement i ng | ast year
Efforts continued towards furtherighment of legislation with the El@cquis, but further
steps are needed to significantly improve coordination in supervision and enforcement within

the sector. The overal/l l evel of prepajfednes
recommendatins remain largely valid.

In the coming year, Bosnia and Herzegovina should in particular:
- sign a Financial Stability Memorandum of Understanding;
- amend legislation on compulsory traffic insurance to liberalise its insurance market;

- demonstrate improvements in the coordination between corrective and enforcement
powers of supervisory bodies (including banking agencies).

As regardsbanks and financial conglomerates the banking sector appears adequately
capitalised and liquid. The evall capital adequacy ratio was at some 18% at the end of 2020,
well above the regulatory minimum of 12%. However, the fragmented market contributes to
an only moderate profitability for the banking sector. Strategies on fully implementing Basel
[l are in place in both entities. One of the remaining issues is to adopt a common
methodology for determining systemically important banks.
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The deposit insurance system is operational, but the amount of insured deposits is not in line
with the requirements of ¢hEUacquis The adoption of the Law on Deposit Insurance at the

end of May 2020 enhances the bank resolution framework and ensures automatic membership
in the deposit insurance scheme.

To be complete, the legal framework must notably strengthen superwi€do correct i v
enforcement powers and introduce consolidated supervision of banking groups across the
entities.

The ratio of norperforming loans declined to 6.6% of the outstanding loan portfolio at the
end of Q1 2020. All banks have completed assetlity reviews on the basis of which
banking agencies have approved plans to address identified weaknesses, including risk
management and supervisory practices. A Financial Stability Memorandum of Understanding
to improve cooperation and information shgrfior bank supervision, crisis preparedness and
management, and systemic risk oversight has been prepared but not yet signed by the relevant
parties, including the Central Bank, the Deposit Insurance Agency and banking agencies.

In response to the COVHIO emergency, in spring 2020 banking agencies have announced a
six-month loan repayment moratorium for restructuring credit arrangements with aggravated
circumstances due to COVADY. Banks have also been asked to consider additional customer
relief and notto pay dividends or bonuses. The Banking agencies, in a coordinated manner,
amended decisions related to liquidity, credit and FX risk as well as capital calculation in
order to ease the requirements and assist banks to deal with the QO\tdhsequences

thus stimulating lending activity.

Bosnia and Herzegovina made some progresasurance and occupational pensionsThe
Insurance Agency of Bosnia and Herzegovina strengthened its supervisory and coordination
role by organising regular meetings of ifdlanagement Board and by providing
recommendations for the harmonisation and alignment with thadguisof draft insurance
legislation submitted to it by both entities. In line with the Management Board's opinion, in
July 2019 theRepublika Srpskantity amended its law on insurance companies, to improve
corporate governance and harmonise capital requirements in accordance withabguisJ

and with the other entity. Both entities amended rulebooks on the establishment and operation
of insurance comparse branch offices in integntity business operations, with a view to
implementing the protocol on cooperation and information exchange between the entities
insurance agencies.

Preparations for the harmonised transposition of the Solvency Il qualitamerement
(governance and risk management for and effective supervision of insurers) have been
initiated through awareness raising activities in the Federation entity and an impact analysis
performed by the Insurance Agency of Republika Srpskantity.

Bosnia and Herzegovina has still not amended the legislation on compulsory traffic insurance
to liberalise its insurance market. Relevantldoys have not been adopted in a harmonised
way across the country, preventing the formation of a single econgpace for insurance
services.

The Republika Srpskantity adopted amendments to legislation on voluntary pensions to
increase londerm savings through collective pension plans. There were no developments on
aligning the legislation governing the finaaicsupervision of institutions for occupational
retirement provision with the Eblcquis
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No progress has been made in termBnaincial market infrastructure . Legislation is not in
line with the EUacquis including the Settlement Finality Directive.

As far assecurities markets and investment serviceare concernedcoordination between

the entities needs to be improved to ensure consistent alignment with key areas of the EU
securities markeacquis such as market manipulation and market abuse rutegeTis no
regulated market in the meaning of markets in the financial instruraegtss Since the end

of 2019, the Federation entity Securities Commission has lost the quorum of three members
required to operate even in technical mandate (under whisehCttmmission had operated
since 2009), making it unable to perform its regular duties. As a result, all requests for capital
increase, mergers and acquisitions have come to a halt.

Regarding investment funds, tfiepublika Srpskantity amended its Law omvestment
Funds to further align it with the Prospectus Regulation and to better protect investors and
operators of management companies. The definition of investment services is not in line with
the EUacquis.

5.10. Chapter 10: Information society and nedia

The EU supports the smooth functioning of the internal market for electronic
communications, electronic commerce and awwsoial services. The rules protect consumers
and support universal availability of modern services.

Bosnia and Herzegovina is at aarly stageof preparations in the area of information
society and media.No progress wa s achieved i n I mpl ement i
recommendations. The legislation and strategic framework are not in place and not |aligned
with the EUacquis No progress was made on introducing the European emergency number
112.

In April 2019, Bosnia and Herzegovina signed the Regional Roaming Agreement, which will
enable Aroam | i ke at homedo as of 1 July 2021

In the coming year, Bosnia and Hegovina should in particular:

- adopt a law on electronic communications and electronic media in line with the EU
acquis
- complete phase two of the digital switchover and adopt a framework strategy for agcess to
the broadband network;

- adopt a law on eleanic identity and trust services for electronic transactions with a
single supervisory body for the whole country in line with thed€guis

Regardingelectronic communications and information and communication technology

the country made no progress adopting a new law on electronic communications and
electronic media in line with the 2018 EU regulatory framework. No progress was made in
introducing the European emergency number 112 throughout the country. Bosnia and
Herzegovina remains the only copnin the region that does not have a broadband strategy,
even though it introduced the 4G network in 2019. The Communications Regulatory Agency
still lacks financial independence and no efforts were made to improve the procedure for
appointing its manageant to ensure full political independence.

There are 67 internet providers and 3,080,859 internet users (87.25% penetration rate), with a
penetration rate of 20.05% for broadband internet. Bosnia and Herzegovina signed the
Regional Roaming Agreement inget ade i n April 2019, whi ch v
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homeo as of 1 July 2021 and |l ead to a furthe

As for information society services the 20172021 Policy for Development of the
Information Society remains iplace, but Bosnia and Herzegovina made no progress in
adopting a countrywide strategy and an associated action plan. Bosnia and Herzegovina needs
to adopt a law on electronic identity and trust services for electronic transactions with a single
supervisorybody for the whole country in line with the Edtquis At the same time, no
progress has been made in ensuring the interoperability of the electronic signature system
throughout the country.

In October 2019, the Office for Supervision and Accreditatio@entifiers established within

the Ministry of Communication and Transport registered the first trust service provider. The
country made no progress in adopting a countrywide strategy on the security of networks and
information systems and in designatmgountrywide single point of contact responsible for
coordination and crodsorder cooperation. Bosnia and Herzegovina needs to establish a
network of Computer Security Incident Response Teams to facilitate strategic cooperation and
the exchange of inforation.

As regardsaudio-visual policy, Bosnia and Herzegovina needs to adopt a law on electronic
communications and electronic media in compliance with theaBdjis.No progress has

been made in adopting legislation on media ownership transparency,ngciudegister of
ownership structures, as well as legislation on advertising in the media. The country made no
progress in completing the second phase of the digital switchover project, and therefore failed
to meet the international deadline for it dosst fulfil its obligations under the Geneva
agreement GB6 to meet the international deadline for switchaffyjanalogue broadcasting

in line with the Geneva agreement -GE&.

The three public service broadcasters remain exposed to strong political dafluen

particular through politically controlled steering boards, with a worrying trend of self
censorship. The country has not introduced a suitable model to collect broadcasting fees that
woul d ensur e t he publ i c br oaditg asdt politicgal sy st ¢
independence. The Public Services Broadcasting Corporation, as prescribed by the respective
law, is yet to be established. The financing of local public broadcasters from the public budget

also needs to be brought in line with the Btfuis, as it constitutes State aid and provides
opportunities for political pressure and influence.

5.11. Chapter 11: Agriculture and rural development

The common agricultural policy (CAP) supports farmers and rural development. This
requires strongmanagement and control systems. There are also common EU rules for
quality policy and organic farming.

Bosnia and Herzegovina is at early stage of preparationin the area of agriculture and
rural development. There wakmited progress over al | i n I mpl e ment i
recommendations. While the development was encouraging on quality policy, progress on

implementing the 20122021 strategic plan and stdével legislation on wine and organic
farming has yet to materialise. The recomaeions from 2019 were not fully implemented
and remain valid.

In the coming year, Bosnia and Herzegovina should in particular:

- effectively implement the 2018021 strategic plan for rural development, in particular by
harmonising rural development pragtmes and support measures across the country, and
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prepare a new po021 strategic plan for rural development;
- adopt statdevel laws on organic production and wine;

- harmonise across the country the legislation on quality policy.

Concerning horizontal issues there was no progress in establishing the necessary
administrative structures required for the common agricultural policy (CAP), including a
paying agency, nor was there any progress in developing elements of an integrated
administration and contra@ystem, a land parcel identification system or a farm accountancy
data network. Further efforts are needed to better coordinate the sector and strengthen
administrative capacity at all levels of the government. An agreement on setting up the
necessary ingutional structures so the country can benefit from the Instrument fer Pre
accession Assistance for Rural Development (IPARD) is still pending. Direct payments are
yet to be aligned with the EU rules by decoupling them from production. Farm advisory
senices remain to be developed in a harmonised way across the country.

As regards sectespecificcommon market organisationschemes, the country still needs to
prepare and set up the regulatory framework in line with thea&juiis The statdevel law

on wine has not been adopted yet. A register of grapes and wine producers or a vineyard
cadastre still has to be set up. Overall, it is important that the country ensures reliable
countrywide statistics, particularly on the number and size of households,| @s walfarms
producing grapes.

As for rural development, no progress was made in harmonising rural development
programmes and support measures across the country. The country has yet to deliver the first
report on the implementation of its 202821 Stratégic Plan for Rural Developmerit
Framework Document, providing a performance measurement that can be used to prepare a
new post2021 policy document.

On quality policy, the country continued to strengthen its implementing legislation and
necessary strugtes for the implementation and control of quality scherhiesvever, it is
important that the country continues to further improve and harmonise its legal framework
with relevant EUacquisin order to advance in this area, in particular as regards wine and
spirit drinks, and to ensure a clearer distribution of competences.

As for organic farming, the country has yet to prepare and adopt the stateléavekquired

by the EUacquisand subsequently ensure that regulatory frameworks across the different
levels of the government are harmonised with it. Support measures remain unevenly
implemented across the country.

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

EU hygiene rules for foodstuff production ensure a high level of safety. Animal health

and welfare, and the safety of food of animal origin are safeguarded together with the quality
of seeds, plant protection material, protection against harmful organisms and animal
nutrition.

Bosnia and Herzegovina hasme level of peparation in this areaLimited progress was

made in the reporting period in terms of compliance with the EU rules and requirements for
the export to the EU of poultry meat and poultry meat products, as well as industrial eggs. The
country should pursue filner alignment with significant developments of the &tdjuisand
strengthen its administrative capacities, in particular those regarding official controJs and
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|l aboratori es. The Commi ssi onos recommeindat.i

remain véid.
In the coming year, Bosnia and Herzegovina should in particular:

- introduce inteflaboratory comparative tests to increase their administrative capacity, in
particular inspection services and laboratories;

- speed up preparations for national referetal@oratories, notably by increasing the
accreditation of laboratory methods used in hygiene, veterinary and phytosanitary
controls, food and feedstuff analysis;

- adopt the OECD seed schemes, notably for agricultural seeds and forestry material;

- maintain thevaccination against rabies.

In the area ofjeneral food safety, food safety rules and specific rules for feeBlosnia and
Herzegovina has complied with the EU rules and requirements for exporting poultry meat and
poultry meat products, as well as indwstreggs, increasing the number of its products of
animal origin that are EU compliant and therefore eligible to acites€EU market. It is
important that the country further works on aligning with the EU requirements for the export
of other commoditiesjke table eggs and other categories of meat, such as bovine, ovine and
caprine meat. Further alignment of its legislation needs to be accelerated, notably the state
level regulatory framework and particularly the laws on food and veterinary medicine, where
there have been significant developments of theaEfjlis Effective implementation of the
legislation is key. Fully implementing the hygiene package in a harmonised manner across the
country remains a challenge.

The full national reference laboratoriggstem is still not in place in Bosnia and Herzegovina.
The country has yet to design and adopt the &t strategy for the laboratory testing of
samples, as required by the official food and feed controls system.

Bosnia and Herzegovina continued tmpiement itsveterinary policy on the control,
prevention and eradication of communicable animal diseases, including measures against
brucellosis and rabies. In the light of recent outbreak of rabies in a hunting dog, it is very
important that the countrgontinue with its rabies vaccination campaign until this disease is
considered eradicated. The country should intensify its animal disease control measures,

particularly surveillance, and ensure sustainable resources for these measures in a long run.

Nevetheless, due to budgetary constraints these remain a challenge in the long term.
The country's residue monitoring plan is being implemented. However, the country has to step

up its efforts to improve the | eesdgenerally it s

have satisfactory capacities. There is still need for more staffing, equipment and accredited
laboratory methods for diagnosing animal diseases. It is important that Bosnia and
Herzegovina works on setting up its central animal identificadiwh registration systems for
sheep, goats, pigs and equine.

With regard to theplacing on the market of food, feed and animal byroducts, the

C

countrybés official food and f eed aausand beo | Sys

effectivelyimplemented. At all levels of the government, administrative capacities need to be
strengthened. This is particularly true for the inspection services and laboratories, for which
inter-laboratory comparative tests need to be introduced. The country restEptup its
efforts to further align, in particular its stdevel regulatory framework, with the significant
developments of the Elcquis notably with the new Animal Health Law and official
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controls. A countrywide strategy for management of animaprogucts remains to be
effectively implemented.

In the area ofphytosanitary policy, the country continued to improve its implementing
legislation. The legal framework, notably at state level, has yet to be further aligned with the
significant developments of the Ed¢quis particularly as regards the new Plant Health Law
and official cantrols.

The country's programme for special surveillance of quarantine pests for potatoes has been
implemented. The registration of plant operators in a single plgistry remains functional.

No progress has been made on issuing plant passports. i@ §ded schemes are yet to be
adopted. The country has not yet fulfilled the Bdquis requirements of setting up its
laboratories as reference laboratories providing phgtotary controls. The principles of
integrated pest management remain to be impieged in a harmonised manner across the
country.

On genetically modified organisms (GMOs) further efforts are required, notably to ensure
alignment with the EUacquis harmonise legislation across the country and ensure its
effective implementation. Inggtion services at all levels of government are to be
strengthened. The country has to work on setting up its reference laboratory for testing,
controlling and monitoring the presence of GMOs in food and feed.

5.13. Chapter 13: Fisheries

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

Bosnia and Herzegovina is at aarly stage of preparationin this area. There waso
progressin the reporting period. Major steps need to be taken to develop a countrywide
fisheries policy document and implement it effectively across the country in line with the EU
acquis The Commi ssionds recommendati onsaldof 201"

In the coming year, Bosnia and Herzegovina should in particular:

- adopt a countrywide strategy on fisheries and aquaculture in view of aligning the
legislation with the Elacquis

- harmonise across the country the methodology for data collectionsforahd fishery
products, and establish relevant statistics.

Bosnia and Herzegovina is yet to develop its framework policy and legislation on inland and
marine fisheries, which is needed to prepare
effective caintrywide implementation of the CFP should be ensured in line with the EU
acquis

Institutional capacity constraints and weak administrative structures remain a challenge.
Current legislation has not been harmonised across the country. There are spidiciic
structural actions for fisheries.

Measures foresource and fleet managemenrdre lacking, and the administrative capacity to
implement such measures is wedk. that context, the country needs to make progress as
regards the settingp of thesystem for management and control of fishing activities in
alignment with the EU's CFP. A fleet register is yet to be in place and properly managed. The

75



collection of data on catches and landings per type of fishery needs to be improved and
harmonised acss the country. Furthermore, the system of collecting statistics on fish and
fishery products has to be improved and harmonised across the country.

Concerningmarket policy, marketing standards for certain fishery products are in place.

Regardinginternational agreements Bosnia and Herzegovina cooperates on sea fisheries
with the General Fisheries Commission for t
and Agriculture Organisation (FAO). Bosnia and Herzegovina is also a party to the Malta
MedFish4Ever Declaration.

5.14. Chapter 14: Transport policy

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

Bosnia and Herzegovina hasme level of preparationin the area of transport policiNo
progresswas made in addressihga st Yy ear 6s .fThe coontryreeds ta tuithern s
align with and implement effectively the Ed¢quisin all areas of transport and at all levels of
government. On road safety, Bosnia and Herzegovina needs to enhance its administrative
capacity, in particular through developing concrete action plans and launching awareness
raising campaigns to reduce thigh number of accidents and facilitidsalso has to finalise
and adopt its laws on the transport of dangerous goods in full alignment with tahegtld
and the relevant international agreements, and establish the appropriate adminjstrative
structuresRoad maintenance regulations have to be improved, both in terms of efficiency and
of effectivenessAdministrative capacity needs to be strengthened to ensure implementation
of the legislation and regulations, in particular as regards enforcement, iospant
investigation bodies for road transport, railways, inland waterways and aviation. Alignment
with the EUacquison rail passenger rights is pendirBpsnia and Herzegovina has taken
over the responsibility for air traffic control of its national eskiin December 2019.ast
year6s recommendations have not been suffici

In the coming year, Bosnia and Herzegovina should in particular:

- develop enforcement capacity to reduce road traffic fatalities and make progress on
eshblishing a national system for continuous road crash data collection;

- reinforce the independence, strengthen the capacity and ensure sufficient funding of
regulatory bodies in the field of transport;

- draw up the strategic framework, adopt relevant lefyslaand ensure sufficient capacity
and resources for implementing the intelligent transport system (ITS) on the core
networks.

As regards thgeneral EU transport acquis Bosnia and Herzegovina is implementing its
framework transport strategy for thgeriod up to 2030. The strategy determirtes
procedures and programmes to be carried out in the short, medium and long term
(administrative reforms, regulatory alignment, capacity building and investment programmes)
as well as the relevant distributiohresponsibilities, the time frame and success indicators. A
draft implementation report for 2042018 was updated with the progress achieved in 2019
and sent for consideration to the Council of Ministers in early 2020.

Transport remains insufficiently dedpedand the speed of structural adjustment and reforms
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is slow. The necessary investments are being delayed by limited borrowing capacity, financial
constraints due to delays in securing agreed external financing and lack of focus on key
priorities andof coordination and cooperation between government levels. There was no

progress in completing key sector reforms and the 2019 recommendations remain valid.
Further efforts are required to ensure full alignment with the Intelligent Transport Systems

(ITS) Directive and secure implementation of relevant national laws. An overall strategy for

ITS is yet to be adopted and resources should be allocated for its implementation.

Bosnia and Herzegovina continues to actively participate in the EU strategy for the
development of the Danube Region as well as the EU strategy for the Adriatic and lonian
Region.

The country is moderately prepared foad transport, but it only made limited progress in

the reporting period, in particular in maintaining, developing andadmipg infrastructure.

The Law on safety in road transport has reached a good level of alignment with doe s
through recent amendments. Implementation remains a concern, in particular as regards the
improvement of road safety. Bosnia and Herzegowitilhrecords a substantial number of
accidents and fatalities. In September 2019, the Council of Ministers adopted a decision on
establishing the Road Safety Council. There is lack of progress in developing a strategic
framework for the implementation offS on the core road network, which includes
transposing the relevant EU legislation (the Interoperability Directive) into national
legislation. Bosnia and Herzegovina urgently needs to establish a countrywide system for the
continuous collection of roadrash data. Regulatory measures are now in place to regulate
access to the international road transport market and to the occupation of road transport
operator, including a functional system to license such operators.

The legislation and organisational amgements for roadworthiness testing are in place. The
national limits on the maximum weights and dimensions for road vehicles have been
harmonised with the EU requirements.

For years, Bosnia and Herzegovina has failed to adopt a countrywide law otethatianal
transport of dangerous goods by road. The country needs to strengthen its mechanisms for
monitoring implementation of the relevant international rules and EU legislation, including
those on transportable pressurised equipment, roadside clieeksates and road safety.

Onrail transport , Bosnia and Herzegovina moderately prepared, but it only made limited
progress in the period covered by this report, in particular when it comes to developing,
maintaining and improving infrastructure.

Neaty half of the railway infrastructure is unsafe, outdated and unreliable, and cannot enable
suitable international transit on the network. There is lack of progress in developing a
strategic framework for implementation ITS on the core rail network. Fueffearts are also
needed regarding the adoption of the multiannual maintenance plan for the entire core
network. As regards reconstruction and new construction of railway sections, Bosnia and
Herzegovina should aim at using contemporary TSI and EU stindar

To a large extent, the law is aligned with the EU raihaaguis, particularly with regard to

the first, second and third EU railway Directives packages. Further revision is needed to align
with the fourth EU railway package of 2016 and proceed witlo@eming of the railway
market. Alignment with the Eldcquison rail passenger rights is also pendifgrther efforts

are needed to increase independence of the railway regulator and build its capacity.

The two vertically integrated, entitywned railwaycompanies have not yet fully completed
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the process of separating the infrastructure management from the railway undertaking
functions. Both companies are performing profitable freight transport operations but suffer
from overstaffing, financial problems ffacting the reconstruction of infrastructure,
organisational problems and low levels of passenger traffic, in particular subsidised local
commuter transport. Network statements are prepared but not published. In December 2019,
the Republika Srpskeentity government adopted an action plan for the financial and
operational restructuring of theepublika SrpskRailways.

The Railway Accident Investigation Body is operational and delivering investigation reports.
Further efforts are needed to increasendependence and builds its capacity.

Negotiations on protocols concerning the railway border crossing procedures between Bosnia
and Herzegovina and Croatia did not proceed

On maritime transport, Bosnia and Heegovinais at an early stage of preparation and it

made no progress in the reporting periBdsnia and Herzegovina has no maritime shipping
fleet or maritime ports, relying fully on t
Herzegovina has to gin at some stage with the entire EU maritimequis maritime

transport is not a priority on the agenda, given that the country has other priorities of greater
importance it has to deal with.

Inland waterway transport is at an early stage of preparationthwlittle progress in the
reporting period. Th&kepublika Srpskantity adopted a Law on inland navigation. Apart
from that, the legislative and regulatory framework is rudimentary and should be further
aligned with the Elhcquis

Further efforts are need to develop the institutional, legal and regulatory setup of waterway
transport in Bosnia and Herzegovina. To ensure the safety of navigation on inland waterways,
more needs to be done to harmonise with European and international regulations in this
secbr.

Functional navigation on the Sava River has not been restored yet. It has been delayed by a
lack of funds to demine the Bosnia and Herzegovina bank (right bank). This means that
designs by Croatia cannot be completed, designs by Bosnia and Herzegawia be

prepared and, therefore, interventions to restore the navigation route are not pohksble.

al so sl ows down the reconstruction of Brl ko
river navigation is not at the horizon yet.

The preparation otivil aviation is at a good level and some progress was made in the
reporting period. The 2009w on Civil Aviation is being revised so that it becomes aligned
with the requirements of the European Common Aviation Area (ECAA).

The European Aviation Sdfe Agency (EASA) continued its cooperation with Bosnia and
Herzegovinabés Directorate for Civil Avi ati or
implementation of the first transitional phase of the ECAA.

Bosnia and Her z egovVvi nesdAgency iraspondldéer iaig &raffic o n Se
management and contrabok over responsibility for air traffic control of its national skies in
December 2019. The Agency is operational, $eriously lacks human resources to ensure
sustanable longterm functioning. EU rules on ground handling have been implemented, but
further efforts are needed to improve their application. More efforts are needed for accident
investigations and air traffic security.

Bosnia and Herzegovina has partiadigned with the EU Regulation on Passenger Rights,
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fulfilling its obligation under the ECAA Agreement. Bosnia and Herzegovina needs to
progress in adopting the rules on the protection of the rights of disabled persons and persons
with reduced mobilityn accordance with the EU Regulation.

Regardingcombinedintermodal transport, Bosnia and Herzegovina at an early stage of
preparation.The country has not started developing its policy, institutions, legal and
regulatory framework in this area. The Idéswel of priority in this sulsector is caused by a
physical infrastructural bottleneck at the Ivan tunnel and Bradina ramp on the railway in
Corridor Vc, which prevents shipment of 40ft and high cube containers as well as the piggy
back shipment of truckslong this railway corridor. Th&U is providing assistance in
preparation of technical documentation, bernoval of this infrastructural bottleneck would
require a EUR 400 million investment in railway infrastructure.

5.15. Chapter 15: Energy

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

The country remains at aarly stage of preparationsin this areaNo progresswas made
during the reporting period and some of the measures introduced (includiting fBlock 7
Tuzla thermal power plantepresent a step in the wrong directi@osnia and Herzegovina
needs to make significant efforts in improving cooperatnd coordination to start making
progress. A fragmented, inconsistent, uneven legislative and regulatory framework prevents
the country from moving forward and meeting its international obligations.

In the coming year, Bosnia and Herzegovina shoufshiticular:
- adopt gas and electricity legal frameworks compliant with the third energy package;

- intensify its efforts to implement connectivity reform measures to support the fungtional
operation of the regional market;

- adopt stateand entitylevel legishtion on renewable energy and energy efficiency in |line
with the obligations stemming from the Energy Community Treaty.

Following the adoption of the framework energy strategy, Bosnia and Herzegovina has yet to
adopt concretecomprehensive and binding @et plan(s) in line with climate change
commitmentsldentified objectives and the implementation of priorities will contribute to the
security of supply, but the production scenarios envisaged will lead to a bigger share of fossil
energy in the total comsmpt i on, which 1is contrary to thi
decarbonisation commitments. Preparations for implementing the Block 7 Tuzla thermal
power plant investment project, which will increase the country's security of supply, but at the
same time wlong dependence on coal, reached its final stages. The Federation entity signed
a public guarantee, which the Council of Ministers endorsed, for the project loan from
Chinabs Exim Bank. Thi s uni |l ater al action
between the Energy Community and the State Aid Council on the possible violation of EU
State aid rules. As a result, the Energy Community secretariat launched a formal infringement
case against Bosnia and Herzegovina.

Authorities and relevant stakeholders al levels acted promptly and undertook severe
preventive measures to ensure safe and stable security of supply as the-T3OdBdemic
reached Bosnia and Herzegovina. Special attention is granted to safeguarding the control
centre, and regular reporgjrio the state level ministry and the regulatory authority is put in
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place.

The country needs to consider future investments in energy infrastructure, including power
plants, in the light of its obligations under the Stabilisation and Association Agreamnt

the Energy Community Treaty. The level of security of electricity supply is hindered due to
long-lasting issues with the functioning of the stieel transmission company (TRANSCO).

Thi s is caused by the | ack of mapagement and a | a
investments and on its overall operation. Already the weak security of supply for natural gas
continues to be jeopardised by uneven and disharmonised legislative frameworks at entity
level and the lack of legislation at state level, whicltastrary to EU requirements. The
Federation of Bosnia and Herzegovina is thoroughly preparing the project documentation for
implementing the South gasterconnection pipeline with Croatia (Zagvozé o s u §lgpvie
Travnik with a branch to Mostar), whiclonce developed and operational, will help to
increase security of supplin theRepublika Srpskantity, two gas supply related projects are

at an early stage: the development of a gas pipeline from the existing entry point at the border
with Republic ofSerbia to gasify the town of Bijeljina, and the construction of the new main
gas pipeline from Republic of Serbia to Bijeljin®anja Lukai Prijedori Novi Grad.

Bosnia and Herzegovina did not take the necessary steps to adopt a legislative frammework
state level that is relevant for oil stocks and aligned with thea&duis,thuspreventingthe
creation of a body on compulsory oil stocks and petroleum products at state level. During the
reporting period, the Ministry of Foreign Trade and Econométaions did not take any
meaningful steps to follow up on the assistance it received from the Energy Community
Secretariat on the oil stock model for the emergency stockholding system.

No progress was made in aligning the legislative framework for gakectricity with the

third energy package, thus delaying the creation and functioning a@ftemmal energy
market. The absence of stalievel legislation is preventing the country from unbundling the
transmission system operator. In the entities, eb#st distribution remains bundled with
supply and generation, which will trigger additional infringement procedures against the
country by the Energy Community Secretariat. The absence of-lestatelegislation
compliant with the third energy packagesalcontinues to prevent the creation of organised
markets, i.e. power exchange or market coupling. The renewed control block agreement with
the transmission systems of Croatia and Slovenia, as well as bilateral contracts on the cross
border delivery of errgy for tertiary control, ensured the exchange of balancing services.

The new law on electricity iRepublika Srpskavhich would, among other things, eliminate

the regulation of electricity generation prices, remains to be adopted. The tariff methalologie
currently applied in the country leave most of the consumers incumbent of electricity utilities
that traditionally operate only within their respective servicing territory. The state regulatory
authority carried out tariff proceeding aagdproved incre&sin tariff for independent system
operator. The full independence of regulatory authorities continues to be hindered and is often
susceptible to strong political interferences.

Due to a continuous lack of alignment with the &tdjuisin the gas sectothe country, as a
signatory of the Energy Community Treaty, remains in serious and persistent breach of its
commitments. The Energy Community Ministerial meeting of 2019 considered extending the
measures that the Energy Community Secretariat introducédrb2015 against the country.

The absence of statevel legislation, and uneven and disharmonised elaitgl legislation
relevant for the natural gas sector created a supply crisis in late 2019. The supply of natural
gas between the entities was restbon the basis of an annual contract signed between the
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entity-level public companies responsible for natural gas. The market remains closed without
adequate regulatory oversight and lacks transparency, particularly when it comes to setting
prices for ed consumers.

The country is yet to align its respective legislative framework with theaEglis on
hydrocarbons, which includes transposing the Directive on the Safety of Offshore Oil and
Gas Installations.

Regardingrenewable energy based on the 2017régress Report submitted to the Energy
Community Secretariat, the country achieved a 36% share of renewable energy sources (RES)
in gross final consumptiorifhe number of reported environmental concerns rose, mainly
from the norgovernmental sector regandi the development of small, dispersed renewable
energy projects and in particular small hydro power pldRiBPs).In June 2020, the
Parliament (House of Representatives) of the Federation of Bosnia and Herzegovina has
urged in a resolution to ban tHarther construction of small HPRs the entity. The
Federation government was given three months to analyse related legislation alevdraft
proposals stipulating the protection of rivers and environment, and to review all previously
issued permits foalready built small HPPsr those approved for construction. Stricter, more
coordinated and harmonised legal frameworks introducing market based support schemes,
efficient investment planning as well as registration of projects are needed to warrant the
promotion of RES while ensuring that all environmental concerns are duly addressed.

As for investing in RES, the framework continues to be cumbersome for issuing
authorisations and licensing. The procedures need to be simplified to ensure a more
favourable environment for such investments. There needs to be a higher level of
transparencyand more prudent oversight by the authorities for the disbursement of funds
promoting RESThere are serious concerns related to the work of the Operator for Renewable
Energy Sources in the Federation of Bosnia and Herzegovina. Responsible authorittes shou
undertake meaningful measures to ensure prudent management and prevent any misuse of
available funds.

During the reporting period, no activities were initiated to adopt amendments by the Energy
Community Secretariat to the existing erigyel laws m renewable energy and efficientco
generation. In th&epublika Srpskaentity, the Law on Renewable Energy and Efficient Co
generation was amended, limiting the growth of incentives to generate electricity from RES
and limiting efficient cegeneration. Té changes to the law removed support for wind
projects, which is a step in the wrong direction. A serious reform of the legal framework for
renewable energy is needed. Further alignment with EU requirements is necessary for the
issuance, transfer and catlaton of guarantees of origins and for the use of minimum levels

of energy for RES in new buildings and in buildings undergoing major renovations. Similarly,
the legislative framework needs to be aligned with sustainability criteria in order to rectify
identified norcompliance with the Elacquis The Br|l ko District, w h
legislation in this area, will receive technical assistance to enable it to develop the required
legislation.

In the area otnergy efficiency Bosnia and Herzegovinallsmitted its third Annual Report

for Energy Efficiency to the Energy Community Secretariat in July 2019. Limited progress is
noted in the reporting period, indicating that the implementation of energy efficiency
legislation is not sufficient. Work on a nevational energy efficiency action plan has, for the
most part, been completed and the adoption of the plan is awaiting political endorsement. The
country needs to take additional actions to achieve full compliance, which means transposing

81



the Energy Effieency Directive and the new Framework Energy Labelling Regulation. The
Brl ko District wild@ receive technical assi
for energy efficiency. More comprehensive and coordinated action between all levels of the

government is required in order to achieve measurable progress. It is in particular necessary to

adopt uniform secondary legislation at the cantonal level that is fully harmonised with entity
level legislation.

As for nuclear energy, nuclear safety and adiation protection, shortcomings were
identified during the reporting period, such as a lack of adequate capacities as well as
insufficient cooperation and coordination between relevant stakeholders responsible for
submitting data. Random monitoring idlistarried out on an ad hoc basis while data

collection is not systematic or centralised. In December 2019, Bosnia and Herzegovina signed

a financing agreement with the European Commission that would help it obtain radiation
monitoring equipment in ordeéo upgrade the national monitoring and detection system in the
country, including a decision support system.

5.16. Chapter 16: Taxation

EU taxation rules cover valdedded tax, excise duties and certain aspects of corporate
taxation. They also deal witltooperation between tax administrations, including the
exchange of information to prevent tax evasion

Bosnia and Herzegovina ha®me level of preparationin the area of taxationSome
progresswas made with the signing tfe OECD/Council of Europe Muléiteral Conventior]
on Mutual Administrative Assistance in Tax Matters (MAC). The Parliament of Bosnia and

Herzegovina ratified the MAC in June 2020 and the decision of the Presidency should follow

soon. The Commi ssi on6s r ec dynmmpkmettadtandorenain o f
valid.

In the coming year, Bosnia and Herzegovina should in particular:

- bring the legislation on VAT and on excise duties in line with theaBfuis notably on
excise duties on beer;

- eliminate all administrative burdens in theea of electronic signature-g¢@nature) in
order to ensure its interoperability and a harmonised countrywide system.

The legislative framework fandirect taxation is partially aligned with the Eldcquis.The
country must improve cooperation betweeea thdirect Taxation Authority (ITA) and the tax
administrations of the entities and Br| ko
Herzegovina also needs to continue the process of aligning VAT legislation with the EU
acquis

As regards excise duties on tobacco, alcohol,-alooholic beverages other than natural
juices and water, fuel and coffee, there are considerable discrepancies with Huejs)

This concerns the scope and classification of the excisable goods assvesiéraptions,
structures and minimum rates. The country needs to align its law on excise tax fully with the
EU acquis.

Ondirect taxation, amendments were adopted in July 2019 inRbpublika Srpskantity to
the Law on Corporate Income Tax, which re¢esga among other things, the reduction of the
tax basis for investment in productidloreover, the~ederation entity Law on amendments
and changes to the Law on Corporate Income Tax, published in Februaryiri@P@lia
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envisages the deletion of the @nt provision on the obligation of legal entities to submit a
hard copy of profit and loss financial statements to the Federation entity Tax Administration.

On administrative cooperation and mutual assistanceBosnia and Herzegovina joined the
OECD Inclusve Framework against Base Erosion and Profit Shifting in July 2019. Bosnia
and Herzegovina signed the OECD/Council of Europe Multilateral Convention on Mutual
Administrative Assistance in Tax Matters on 26 November 2019; the Parliamentary Assembly
ratified the Convention and following the Presidency decision of 22 July 2020, the country
deposited the instrument of ratification with its coordinating biodiaris on 21 September
2020

Concerningoperational capacity and computerisation the electronicsubmission of VAT

and excise duties declarations is in place. However, coordination, cooperation and data
exchange between the countrybés different t a
including the countrywide harmonisation and interoperalilitthe esignature.

5.17. Chapter 17: Economic and monetary policy

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

Bosnia and Herzegovina is at @arly stageof preparation on economic and monetary poljcy.
There wasno progresstowards improved cooperation and coordination of macroeconomic
and fiscal policies. The 2019 recommemaiad were not addressed and remain valid.
Monetary policy underpins economic stability, but full independence of the Central|Bank
remains to be ensured.

In the coming year, Bosnia and Herzegovina should in particular:

- strengthen political ownership on ewmic policy essentials and reforms, and fthe
cooperation and coordination among the different levels of the government;

- ensure consistent political support for and high visibility, countrywide ownership and
coherence of the Economic Reform Programme (E&#)ance administrative capacity|to
design, implement and monitor reforms;

- i mprove t he -t&RacsSiscaldrdnmewank with a view to presenting a
consistent and consolidated countrywide analysis and policy document.

As regardsmonetary policy, Bosnia and Herzegovina runs a currency board arrangement,
with the convertible mark pegged to the euro at an exchange rate fixed by the Law on the
Central Bank. The Central Bank's objective of keeping the domestic currency stable remains
in contrast with he primary objective of monetary policy in the EU, which is price stability.
The Law on the Central Bank is not fully aligned with the Bthuis as regards the
prohibition of monetary financing.

The Law on t he Centr al Bank ditional sfunctiooa ensu
independence. The Central Bank is required to report to the Parliamentary Assembly on its
audited annual financial statements for parliamentary scrutiny and to the Presidency on the
preliminary financial reports. This latter requiremenb ul d i mpi nge on t he
independence. Legislative provisions governing the removal of the Governing Board
members and the duration of appointment of replacement members remain to be fully aligned
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with the EUacquis.The country shoulénsuret he Centr al Bankos
with the EUacquis.

f ul

The efficiency of banking sector supervision is impeded by fragmented competences and
power

insufficient coordination. Supervisory

Regarding tB EU acquis on economic policy the quality of Bosnia and Herzegovina's
mediumterm economic reform programme remains low as it reflects insufficient cooperation

among key stakeholders. Implementation of the jointly adopted policy guidance re

mains

limited. Capacities to design, implement and monitor structural reforms need to be

significantly enhanced to meet the requirements of the European Semester. This means

establishing a countrywide mediuerm reform programme that is coherent and developing

closer oordination of and between various governmental bodies.

The government soé r16 pandemisvweas uncoordinated ai@ragménted,
in terms of both the substance and timing of the introduction. In May 2020, a task force was

established aiming tooordinate the activities of all levels of the government in Bosnia
Herzegovina concerning soegzonomic measures in response to the COWxrisis and to
facilitate mobilisation of funding for all levels of government through domestic funds
foreign financial assistance. However, its operationalisation proved to be difficult, with
one, inaugural meeting held during the first seven weeks.

and

and
only

The reporting of public sector data in line with the European System of National and Regional
Accounts (BBA 2010) remains very limited and the alignment of the underlying statistical
framework with ESA 2010 requirements and definitions is still very low. Data provision and
transparency is severely hampered by a lack of cooperation between the main statistical
bodies. Fiscal rules remain at entity level and there is still no independent fiscal institution to

monitor and enforce compliance with countrywide fiscal rules. The mettitm budgetary
framework remains insufficiently developed and underused as g4gpiiding instrument.

5.18. Chapter 18: Statistics

EU rules require Member States to be able to produce statistics based on professional
independence, impartiality, reliability, transparency and confidentiality. Common rules are

provided for the methodolggproduction and dissemination of statistical information.

Bosnia and Herzegovina is at early stage of preparationsn the area of statistickimited
progresswas made in i mplementing | ast year

0s

master samplérame for household surveys in view of implementation of a labour force

survey on a quarterly basis. The 2019 recommendations therefore largely remaiihea

country will have to enhance cooperation, coordination, deemsi@king processes and the

id.

legd basis to develop the national statistical system in key statistical areas increasingly
applying European and international standards. In order to better support policy analysis,

improvement is needed on the provision of timely, exhaustive and countrgtaitigtics on

government finance, national accounts and labour maifkes. classification of regions

according to the NUTS classification remains to be finalised.
In the coming year, Bosnia and Herzegovina should in particular:
- adopt a masterign for production of national accounts;

- implement a standard living conditions survey;

- adopt a methodology, responsibilities and budgetary aspects of a future agricultura
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and adopt a roadmap for preparation of the next population census. \

As regardsstatistical infrastructure, a law on statistics of Bosnia and Herzegovina remains
to be aligned with the principles of the European Statistics Code of Practice. The structural
setup of the statistical system causes challenges regarding trtnadmm and efficiency of

the production of statistics. Statistics are only to some extent timely, relevant and reliable.

Coordination of the national statistical system between the Agency for Statistics of Bosnia
and Herzegovina (BHAS) and other prodisceeeds to be strengthened; the same applies to
cooperation with providers of statistics and cooperation between the Agency for Statistics and
the entitiesd offices. The | atter need to t
statistical protamme. These issues are highly relevant, as European methodology needs to be
applied in a harmonised manner.

The use of administrative data is not sufficient. In order to produce official statistics, the
Agency for Statistics needs to obtain access toirddirative data other than that of the
Indirect Taxation Authority.

On classifications and registers there was limited progress in further developing the
Statistical Business Register (including the introduction of an enterprise group unit in the
registe and improvement of data on agriculture, forestry and fisheries), but data received
from relevant administrative sources remains insufficient. Business demography data is not
submitted to Eurostat. The address list of agricultural households is in ptheelzing used

to prepare a quality research framework necessary for the future agricultural census. The main
classifications (NACE Rev.2, ISG@8, CPA, GENOM and ISCED 2011) are in place. The
NUTS Il regions have only been provisionally defined and @tece by the European
Commission until Bosnia and Herzegovina finalises and agrees the entire classification and
includes it in the definition of the NUTS Ill level as well. Bosnia and Herzegovina did not
provide any data on regional accounts.

On macroeconanic statistics the production of and responsibility for national accounts are
still not in line with the EUacquis A master plan for the development of national accounts
will need to be agreed among the three statistical institutes, as an appropi@tel nat
accounts system is not in place. Annual accounts are compiled using production, expenditure
and income approaches, while quarterly accounts are compiled only according to the
production and expenditure approaches. Supply and use tables ardutgpttables are not
compiled regularly. Annual sector accounts and quarterly sector accounts are not produced.

Regarding the transition to ESA 2010 methodology, the sector classification was completed
but without an agreement on ssbctors of the generabgernment sector. This prevents full
application of ESA 2010. Data on general government is currently not compiled by sub
sectors. Moreover, the question about the responsibility for practical implementation has not
been clarified. Bosnia and Herzegovingeds to provide the European Commission with its
GDP per capita figures harmonised at NUTS Il level. Balance of payments statistics are
methodologically harmonised with international statistical standards established by the sixth
edition of the Balance d?ayments and International Investment Position Manual.

Little progress was made in compiling government finance statistics in line with ESA 2010.
For the period 2012018, data was processed and transmitted to Eurostat.

On business statisticssome figures are produced in line with the &tduis Some progress
was made by publishing results of structural business statistics by using an improved
production method. Indicators and definitions for slienn construction statistics comply

85



with EU recommendations. Shetérm statistics for industry, construction and services are not
available and will need to be established in line with requirements of thacguls The
PRODCOM survey of industrial production is conducted and results are sent staEoroan
annual basis.

Foreign affiliates statistics are produced by the Agency for Statistics for inward statistics (the
coverage was extended to enterprises with fewer than 20 employees) and by the Central Bank
for outward statistics. Full compliancetiwFATS regulations needs to be ensured. Regarding
tourism, Bosnia and Herzegovina is currently only producing accommodation statistics, but
has conducted a private and business travel survey. The data collection methodology does not
comply with the EU mi#nodology for road transport of goods. Research and development
statistics are compiled for four sectdrdusiness, government, higher education and non
governmental organisatioiisand are published annually. The Community Innovation Survey

is conductean a regular basis.

On social statistics preparation for the next population and housing census has hardly
progressed. Related legislation has not been agreed among entity statistical institutes and the
country is not prepared to participate in the 26@dsus round. A new master sample frame is

now available and will be used not only for the household budget survey, but also for
upcoming surveys, such as the labour force survey and-achi# survey of income and

living conditions. The labour force sigy was implemented annually and began to be
conducted on a quarterly basis in January 2020 following a pilot continuous survey. The
labour cost survey remains to be harmonised with Eurostat recommendations. Calculation of
the labour cost index and intrattion of the structure of earnings survey are not
implemented. Job vacancy statistics are collected regularly. Social protection statistics are
submitted to Eurostat. Intensified cooperation with the institutions responsible for monitoring
migration flowsis needed in order to obtain complete data on migration. In the area of
education, all levels of the government are covered and statistics are published on an annual
basis. Culture statistics include 15 cultural domains, although their coverage is not yet
adjusted to Eurostat requirements. There have been some improvements regarding data on
crime statistics, which is collected on a monthly basis and submitted annually for the UNODC
guestionnaire.

The lack of a recent agricultural censiughe last one toolplace in 1960 is a major
limitation for agricultural statistics. Thereforespecial attention needs to be paid to adopting

a methodology and defining the responsibilities and budgetary aspects of a future agricultural
censusA very limited number of stastical indicators are produced for agriculture, including
some experimental estimates. Supply balance sheets are not available. Statistics on crops,
vineyards, orchards, animal production and milk and dairy are not in line with tlaedtlis

the same is true for slaughter statistics.

As for energy statistics further work is needed to improve the quality of data in line with EU
requirements, in particular annual data on renewable energy sources and basic monthly data
on oil.

Regardingenvironmental statistics the Agency for Statistics regularly publishes data from

the annual statistical surveys on climate change and greenhouse gas emissions from
agriculture and waste disposal. The Agency for Statistics is not reporting to Eurostat on
moneary environmental accounts.

5.19. Chapter 19: Social policy and employment
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EU rules in the social field include minimum standards for labour law, equality, health
safety at work and nediscrimination. They also promote social dialogue at Europeagl.lev

Bosnia and Herzegovina hasme level of preparationin the field of social policy and
employment. Limited progress wa s achieved i n i mpl e

and

ment i

recommendations, especially when it comes to adoption of legislation on labour law, but
serious challenges remain to be addressed as regards employment, social inclusion and
protection, and poverty reductionspecially related to coordination among the responsible
institutions across the country. No steps were taken to strengthen and promote social dialogue.

In the coming year, Bosnia and Herzegovina should in particular:

- adopt the employment strategy at Fedien level and the countrywide strategy | on

employment as a policy framework, while providing for additional capacities
implementation and monitoring;

for

- introduce a uniform minimum level of maternity leave benefits and protection throughout
the country,starting by harmonising the definitions of maternity, paternity and parental

leave;

- enhance social dialogue at all levels and conclusion of general collective agreement

Labourlawsar e i n pl ace at the | evel o f bour laves

S.

ent i

apply to all employees, except to civil servants, and guarantee a minimum level of protection

of employee rights. They also regulate issues such as the conclusion and termination o

f labour

contracts, the prohibition of discrimination, maximum kog hours, minimum annual leave,
salaries, and the conclusion of collective agreements and the peaceful settlement of collective
labour disputes. In order to fully meet EU standards in this area, the legal framework still

requires further improvement, espally when it comes to the protection of workers, whi
include protection against discrimination.

ch

The right to strike is regulated by the erdigyel labour laws and the laws on striking that are
in place at all levels of the government. Legislationasnamicable settlement of labour

disputes continues to exist in tRepublika Srpskantity only.

Implementation of the labour laws remains inadequate, especially when it comes to
dialogue, protection for workers and the enforcement of labourdtispe

social

The outbreak of COVIEL9 exposed some deficiencies in the legislation related to crisis

management, such as lack of detailed provisions regulating work from home, paid and
leave due to force majeure, temporary reduction of working hourskhssvlimited options
for adequate response in order to protect jobs and provide-emm@mic security for
employees.

Laws onoccupational health and safetyar e i n pl ace i n the e

unpaid

ntit.i

The level of their harmonisation with thdJEacquis remains uneven across the country,
whereas their enforcement and implementation is partial, especially when it comes to
inspection capacities, proper prevention of injuries at work, investment in safety and relevant

training or proper risk control

According to available data, 157 cases of seriously injured workers and 28 fatalities at work
were recorded in 2018. The most affected sectors were civil construction and the electro

industry.
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As a response to COVHD9 outbreak, authorities at all leveistroduced a number of
measures aimed at protecting health and safety of workers, inchtditgr application of
occupational safety and heallhwork legislation, especially on use of personal protective
equipment, disinfection and physichstancig. Such measures also included the suspension

or reduction of activities in a number of sectors, such as education, retail, hotels, restaurants
and catering services, apdblic transportation.

On the issue ofocial dialogue the involvement of social paers in the implementation of
policies is limited and their internal capacities are weak. There are no general collective
agreements in the two entities, but a number of branch agreements are in place limited mainly
to the public sector and some statened enterprises. Labour dispute settlement mechanisms
are pending reforms. Economic and Social Councils (ESC) operate at entity level, although
the ESC in the Federation entity has been facing many difficulties in its work over the past
two years. The statevel Economic and Social Council has not been established. Social
dialogue remains weak at all levels of the government and no significant improvements have
been made.

Regardingemployment policy, there is still no countrywide employment strategy in @lac

The Republika Srpskantity has an employment strategy for 220%20. The Federation
entity has no employment strategy. A countrywide strategy needs to be developed and
adopted.

According to the 2019 Labour Force Survey, tilmemployment rateis 15.7% (3.6% men;

18.8% women), particularly affecting the-28 cohort (31.3% for young males and 37.9 for
young females). The employment and activity rates are particularly low, with 35.5% and
42.1% respectively. The gender gap is relatively high, and so ardigparities between
entities. The absence of coordination between entities and the lack of active labour market
measures targeting women are most probably the sources of the problem. The activity and the
employment rates are by far the highest in theéo289 age group years (73.4% and 60.7%).
Social contribution rates contribute to a high tax on the labour earnings of low income
earners, resulting in a disincentive to work for this category and for their employers to
formalise employment, therefore afteonfining them to informal work.

Public employment servicesare implementing various labour market programmes but the
capacity of the public employment services to provide quality services to jobseekers is weak.
The administration of social benefits further limits the ability of public employment services
to assisactive jobseekers.

In November 2019, thRepublika Srpskantity amended its law on mediation, relieving its
Employment Bureau of tasks related to the health insurance of unemployed persons and
enabling it to perform mediation activities.

Entities haverecently taken measures to facilitate the transition from informal to formal
economy and improve the business environment.

There has been no progress in preparations for usingutepean Social Fund,given the
status of Bosnia and Herzegovina as po&tictindidate

On social protection and inclusion there are still no countrywide strategies on poverty
reduction, social inclusion and protection or a system at state level for monitoring policy
implementation. For persons with disabilities, institutiooafe is still prevalent. Services
within the community that enable independent living are not adequately supported and there is
no comprehensive strategy for deinstitutionalisation. At entity level, there is a wide range of
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strategies and laws related @mt®l inclusion and protection, but they are not enforced due to
lack of funding, inadequate procedures, standards and referral practices and a general lack of
coordination.

The social protection systemremains underdeveloped and the effectiveness ofalsoci
transfers is limited. Social assistance is neither well targeted, nor-baseld due to the
absence of adequate system for data collection. A large number of people in Bosnia and
Herzegovina are not covered by public health insurance and as sucht ardithed to the

basic package of health care services. In addition, because of the highly decentralised
governance structure, the eligibility conditions for social assistance differ between entities,
districts and cantons. Along with differences in dlilifiy criteria, there are also differences in
coverage, targeting efficiency and generosity. Cooperation between the social service centres
and employment bureaus is not well established. The transformation of institutions for social
protection and, in pécular, of those for children without parental care is still ongoing. Some
progress has been made in Republika Srpskantity and the Herzegovirideretva Canton

in the Federation entity, with financial support being ensured by local authoritiestitoueon
funding services established as part of their deinstitutionalisation strategy. However, there is
still a need for comprehensive reforin.October 2019, the Ombudsman Institution issued a
Special Report on the Status and Problems of Social Worke&3emighlighting the need for
capacity building and support to social service centres across the country.

There are still no countrywide systematic measures to improve the situation of older persons.
A strategy foimproving the Situation of the ElderB019-2028 was adopted in thepublika
Srpskaentity but systematic measures to improve the situation of older persons need to be
taken country level. Bosnia and Herzegovina should adopt a new action plan for children.

The principle of equal opportunities carequal treatment of men and women in matters of
employment and occupation is regulated by the laws on gender equality and
antidiscrimination, and by the entitgvel labour laws. These laws contain provisions on
gender equality covering different areasnfdoyment, education, training and professional
gualification) but in practice the enforcement of fehscrimination legislation remains low.

Bosnia and Herzegovina is a signatory of 83 conventions of the International Labour
Organisation. Data from theaistics Agency show that two out of three inactive persons are
women and almost 60% of the workiage women are inactive. There is no -sex
disaggregated data on occupational segregation in the labour market and gender pay gap.
Estimates are that womenrea ar ound 78% to 85% of a manoés
The provision of maternity leave and related compensation remain inconsistent across the
country, with inequalities in the provision of maternity rights. In addition, there are not
enough kindegartens, especially in smaller municipalities, to allow parents to go to work.

On non-discrimination in employment and social protection although labour laws within

the country address the issue of stscrimination at work, apart from policy framewerk
which target the increase of employment opportunities for persons with disabilities, there are
no strategies or action plans in place specifically developed for employetatad
discrimination. The Human Rights Ombudsman institution is the body igelwdprotection

from discrimination. In 2019, the Ombudsman dealt with 52 cases of employehsed
discrimination, with the highest number of complaints in the reporting period relating to
mobbing in the workplace. However, it still does not refleetremal situation on the ground as

a significant number of citizens do not initiate proceedings before the Ombudsman, nor do
they seek judicial protection for fear of being fired from their jobs. Most public bodies do not
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have mechanisms to deal with compta of mobbing and discrimination, which is not in line
with the antidiscrimination law.

5.20. Chapter 20: Enterprise and industrial policy

EU enterprise and industrial policy strengthens competitiveness, facilitates structural change
and encourages a bmess friendly environment that stimulates small and mediaed
enterprises (SMBs

Bosnia and Herzegovina remains ateamly stage of preparationsin the area of enterprige
and industrial policyLimited progress was made on the policy femall andmediumsized
enterprises (SMEs)Implementation of recommendations of the previous report hardly

progressed; they thus remain valid. The investment environment continued [to be
unsatisfactory.

In the coming year, Bosnia and Herzegovina should in particular:

- simplify and harmonise business registration in both entities in order to redug¢e the
administrative burden on entrepreneurs, by centralising company registration and
licensing under onstopshops and by broadening online registration;

- update thdandustrial policy strategies and action plans at various levels of government,
ensuring coordination and involvement of industrial enterprises in policy formulation and
implementation;

- assess the current needs of businesses, particularly SMEs, when sttoomedernising
skills.

According to some preliminary business surveys performed in March 2020, the €OVID

crisis has affected 90% of miecrand small enterprises in the metal, wood, textile and agri
processing sectors, while some services, such asrguransport and hospitality are facing

most severe reduction in business operations and employfighinflows into the country

have almost stopped during the COVIDB pandemic and, compared to the previous treamds,

sharp decline is forecasted for ttest of 2020Further problems are linked to disruption in

trade and supply chains, shtetm liquidity, access to finance and a loss of markets, although
some companies reoriented their producttonmedical devices and personal protective
equipmento respond increased domestic demaHte governments of the entities and of the

Brl ko District have taken some i mmedi ate me
output and to preserve jobs. They introduced temporary wage subsidies and suspended taxes
and contributions over the period of the lockdown. Stabilisation and solidarity funds as well

as SME guarantee schemes were activated. However, there is a need to ensure a consistent
countrywide approach in developing and implementing COVY®Dmitigation neasures for

small and medium enterprises in coordination with the private sector.

Regardingenterprise and industrial policy principles, Bosnia and Herzegovina still lacks a
countrywide industrial development strategy. There is no -Ea& body promoting
consistency between industrial strategies or coherence with other policies affecting industrial
competitiveness. The Federation entity adopted a decision on drafting a new development
strategy for 2022027, as its action plan on industrial pglexpired in 2019. ThE&ederation

entity and some cantons adopted legislation on mitigation of negative economic consequences
of the COVID19. The Republika Srpskantity introduced a temporary moratorium on
banking loans during the emergency peridgthis entity is yet to prepare a strategy for
industrial development beyond 2020. The renewal of the-2008 development strategy of
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the Brl ko District is stildl ongoing.

Bosnia and Herzegovina introduced a domestic price advantage in public procurement
contray to the SAA and EU rules. Such a preferential treatment is not considered effective as
a means to raise industrial competitiveness and is incompatible with the principles of the EU
industrial policy §ee also chapter 5 public procurement

The reductiorof the informal economy by improving inspections was identified as one of the
priorities of socieeconomic reforms in 2018022. Other aspects, including on rule of law in
areas affecting industrial cooperation, remain unaddressed.

Common causes of infiorality like high barriers to starting a business and rules on taxes and
parafiscal charges continue to be among the most salient business environment issues,
toget her wi t h 6r ed tapeo and t he regul at ol
governmentTo improve access to information on the requirements for setting up and running
a business, thRepublika Srpskantity developed a web portal as an electronic single contact
point grouping together administrative procedures and formalities for startingeaforming
business activitieslt also created the legal basis for the electronic registration of limited
liability companies founded by domestic natural and legal persons, whose implementation
should start once technical conditions are met. Bhe | Bistrict adopted legislation
regulating registration of business entities, including the procedure of electronic registration.
The Federation entity prepared legislation on the register of fees and charges. A set of laws
for establishing a onstop shop syem in the Federation entity is still pending adoption,
while the digitalisation of business registers at municipal courts is ongoing.

The application of the regulatory impact assessment was systematically enforced across the
country. Overall, the simpiation of businesselated legislation is being carried out on an

ad hoc basis and is not harmonised throughout the country, e.g. as regards additional
administrative and compliance requirements between enge®xpressed in the 2019/20
Global Competiveness Index, businessebBave a negative perception of public
administration.The investment environment remains unsatisfactory. The Federation entity
engaged in a comprehensive consultation with local stakeholders and foreign investors in
view of develping legislation on business and science parks.

Public enterprises remain in need of governance reform and restructuring. The Federation
government adopted the revised 2019 privatisation plan for threeostatzl companies,

while its efforts continue tput the telecom sector on a path to sustainability. The state capital
of 12 companies in thRepublika Srpskantity was offered for privatisation in 2019 and the
restructuring of its railways should end in 2021.

A countrywide strategic framework to encage foreign direct investments is not yet in
place. TheRepublika Srpskaentity adopted procedures for granting direct investments
incentives and transferred the responsibility for foreign direct investments to the Ministry of
Economy and Entrepreneurship order to better connect foreign investors with domestic
firms.

Statelevel coordination of the policy on small and medisized enterprises (SMEs) has
somewhat improved auntrywide strategic guidelines are being prepared to harmomise th
2022027 SME strategies of entities Repoblkat he B
Srpskeent ity adopted the strategy for devel opme
order to promote female employmeAtcountrywide framework for SMEgdicies is still not

in place in Bosnia and Herzegovina and the level of harmonisation between its key business
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related legislations remains uncle@he Republika Srpskantity also adopted legislation in
October 2019 on SMEs to harmonise the definitionhwthe EU acquis.The entity
strengthened SME support structures with its amendments to the legislation on SME
development and by adopting a new law on incentives in June 2019.

Some cantons in the Federation entity are providing funding to support d$misine
infrastructure, for example the Zenibaboj cantonal government which in 2019 decided to

support incubators, stamps, business chambers and associations. However, technology
extension services (advisory and support services for the adoption andiodiffaf
technology) are stillnce xi st ent . Bosnia and Herzegovi naos
by SMEs is stil]l the | owest i n the region,
innovation in 2019. SME skills programmes are still receiveupport, mainly from
international donors. Bank lending remains the dominant source of SME finance and financial
instruments for innovative stamps and higlgrowth enterprises are still absent.

In spite of limited steps to increase the capacity oftiigins to do monitoring and perform
evaluations, there is still a lack of funding to conduct evaluations of planned enterprise and
industrial policy measures and evaluations are not systematically incorporated in action plans.
Also, data to describe tistructure and dynamics of industry remain insufficient.

As for enterprise and industrial policy instruments no progress was made in the EU
acquis alignment of legislation on financial transactions to combat late payment in
commercial transactions. TheB ko Di strict wi || have to adop

Since 2017, Bosnia and Herzegovina has been
on the competitiveness of enterprises and small and mesiagd enterprises. It has entity

based Enterprise Eope Network (EEN) consortia, which supported over 2,000 SMEs and
uses the Loan Guarantee Facility that lent EUR 14.4 million to 161 beneficiaries through a
sole intermediary. Bosnia and Herzegovina has not yet used the Equity Facility for Growth.
Some 15exchanges have taken place through the Erasmus for Young Entrepreneurs (EYE)
programme. The potential of COSME to assist SMEs in accessing markets has not been fully
used. The country did not participate in the Enterprise Innovation Fund (ENIF) of therkVest
Balkans Development and Innovation Facility, as it had not paid its financial contribution and
had not identified eligible projects.

As regardssectoral policies the Federation entity adopted action plans for implementing
sectoral strategies in metalood and construction industries, which are valid until 2025.

5.21. Chapter 21: Trans-European Networks

The EU promotes trarSuropean networks (TEN) in the areas of transport,
telecommunications and energy to strengthen the internal marketamdbute to growth
and employment.

Bosnia and Herzegovina has achievane level of preparationin the area of tran
European networkslhere waso progressin completing key sector reforms and the 2019
recommendations remain validhe legislative fremework needs to be aligned with the
TEN-T and TENE regulations for implementing transport and energy projects. Transpofrt and
energy infrastructures are insufficiently developed. The implementation of connectivity
reform measures in Bosnia and Herzegovwsnslow.

In the coming year, Bosnia and Herzegovina should in particular:

- continue with the development tife indicative extension of the TENand TENE core
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networks in line with the infrastructure investment priorities agreed under the regional
connetivity agenda;

- accelerate the implementation of connectivity reform measures and continue with the
adoption of the multiannual maintenance plans for the entire road and rail core network;

- align with Regulation (EU) 347/2013 on guidelines ftmansEuropean energy
infrastructure.

As regardstransport networks, active involvement is necessary in the Regional Steering
Committee (RSC) meetings and other technical committees on railway, roads and road safety
transport facilitation under the Trangp€ommunity Treaty (TCT) secretariat . In the course

of 2020, Bosnia and Herzegovina will take over the yearly chairmanship of the Regional
Steering Committee from Albania. Implementation of the Transport Community Treaty will
require sufficient resourcesnd adequate administrative capacities. Therefore, Bosnia and
Herzegovina is encouraged to continue cooperation under the TCT and intensify such
cooperation.

Bosnia and Herzegovina continues to participate in the Western Balkans Six (WB6)
processes, focusy on improving connectivity within the region and with the EA% a
reaction to the COVIEL9 pandemic, green corridors were established and are functioning
effectively throughout the major corridor&osnia and Herzegovina has intensified the
preparationof priority connectivity projects on the indicative extension of the JIEbbre
network to the Western Balkans in order to benefit from EU connectivity funds. Additional
efforts are required to speed up their implementation, improve preparedness aedaensur
effective use of available resources. A revision of the framework transport strategy and action
plan is envisaged with EU support. Future infrastructure investments need to be implemented
in compliance with the EUacquis standards on public procuremte State aid and
environmental impact assessments. Additionally, investments need to be implemented in
accordance with codtenefit analyses carried out in accordance with EU best practice.
Projects should be channelled through a single project pipedordirming the strategic
orientation towards traASuropean networks. The implementation of connectivity reform
measures remains uneven and should be improved. Road and rail multiannual maintenance
plans have not been adopted yet, and border crossingrarsewith neighbouring countries
remain a challenge.

Bosnia and Herzegovina has made some progress on road networks, focusing on the
completion of the Corridor Vc motorway. However, the same degree of importance should

also be given to other/greener meamdransport. The construction of the interstate bridge

over the Sava River at Svilaj was finalised in +Ajril 2020. It will be opened in 2020 if

temporary border crossing procedures are established. This is the first connectivity project in

the regionthat has been completed. Construction of the permanent border crossing at Svilaj
started in May 2020 and its prompt finalisation vatisure full functionality of the already

compl eted motorway section from Svvid.dhe t o Oc
construction projects for the motorway from the Johovac interchange to the Rudanka
interchange as well as for the Zenica Tunnel started in 20#9the digging of the Ivan

Tunnel on suls e ct i o Ivdnaim 2020nMost of the remaining sectis are under
preparation. The construction of a second international bridge on the core network route 2A,
connecting Banja Luka with Gradigka, start et
2020, in response to the COWI® crisis, protective measurés workers were introduced

widely in all major construction sites in Bosnia and Herzegovina. Investments in the rail
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network continue to be limitedue to limited borrowing capacity and lack of adequate
financial support Inland waterways need improventeand regular maintenance. The
navigability of the Sava River requires further demining and rehabilitation. The Project
Agreement with the European Bank for Reconstruction and Development (EBRD) for the
Brl| ko District rehabi | i ttabdri20l8 ang preparatiort for wa s
procurement has started.

On energy networks Bosnia and Herzegovina continues to faitranspose Regulation (EU)
347/2013 on the guidelines for traBsropean energy infrastructure and, as a result, the
Ministerial Council of the Energy Community considered further measures against the
country at the end of 2019.

More needs to be done $peed up the development and implementation of electricity and gas
projects included in the list of the Projects of Energy Community Interest (PECI) and Projects
of Mutual Interest (PMI). Thanks to EU support, progress was made in the reporting period to
prepare project documentation for the implementation of the South gas interconnection
pipeline with Croatia (Zagvozd P o s ui dNpveTravnik with a branch to Mostar). Bosnia

and Herzegovina needs to ensure proper maintenance of infrastructure and asgceatgr

of supply.

5.22. Chapter 22: Regional policy and coordination of structural instruments

Regional policy is the EUO6s main tool for [
growth. Member States bear responsibility for its implementatidvich requires adequate
administrative capacity and sound financial management of project design and execution.

Bosnia and Herzegovina remainsaat early stage of preparationin the area of regional
policy. There was a gradual and steady, though latilited progressi n t he |count |
capacity to program and implement IPA assistance. In the coming year, Bosnja and

Herzegovina should implement the pending recommendations from 2019, in particular:

- adopt pending countrywide strategies in the fields relevarEUW regional policy and
ensure efficient coordination of creserder, transnational and interregional cooperat
programmes as an important step in preparing regional development strategies;

on

- improve public investment planning and develop a single grgjpeline in all relevant
sectors [to update if energy SPP is adopted at beginning of 2020], and ensure its
endorsement by the National Investment Committee and its regular update.

- reach an agreement on coordination modalities for the effective useadqassion funds
while respecting the NIPAC functions as provided for in the IPA Framework Agreement.

Bosnia and Herzegovina continues to ladkgislative framework to establish a system for

managing EU structural funds. A proper allocation and implémten of future EU

structural funds is only possible after key parts of theagfuishave been transposed in all

chapters relevant to EU cohesion policy. Bosnia and Herzegovina has yet to submit to the
European Commission its GDP per capita figures, barsed at NUTS Il level. Relevant

budget laws allow for both flexibility and muliinnual budgeting, but the mu#nnual
programmes need to be included in a more con
more consistently so across administratlieeels. In the reporting period, no progress was

made in adopting the necessary legislation and making budget provisions that would enable
multiannual cohesion programmes to befioanced. Legislative frameworks establishing

94



financial control and indeperdt internal audit structures are in place at both state and entity
levels.

The institutional framework for coordinating the planning, implementation and monitoring

of EU financial assistance under direct management is in place. However, the curreit level
coordination among the numerous actors involved in the programming and implementation of
EU funds needs strengthening. Bosnia and Herzegovina has still not reached political
consensus on coordination methods to ensure an effective use-aécpssion unds. In
particular, there were no relevant developments in the reporting period as to an agreement on
how the coordination mechanism on EU matters could be utilised in certainelétad
matters, while preserving the existing functions of the NIPACIllIthamatic areas relevant

to regional policy, the institutions involved in the planning and programming of EU funds
need to assume greater ownership. There was no progress in offsetting up countrywide
institutional and administrative structures or in aduap legislative acts for managing and
implementing future EU structural funds.

Administrative capacity to deal with thaequirements of EU regional policy remains weak.
Specialised competences and specific sector knowledge still need to be developesl in
institutions. To prepare cohesion policy, a provisional plan still needs to be established for
assessing the need to build capacity or for adopting training measures. In addition, there were
no relevant developments concerning the establishment obthey systematic plan to help
prepare administrative capacities to implement EU regional policy in the future. In the
reporting period, the authorities continued to benefit from numerous training opportunities,
including to build their capacity throughneus EUfunded projects.

On programming, the authorities of Bosnia and Herzegovina finalised the 2019 and 2020
annual national IPA programmes and agreed in March 2020 to adjust the planned financial
assistance to the purpose of quickly responding to CEGMDutbreak and mitigating its
effects. Numerous countrywide sectoral planning and strategic documents remain pending, in
particular on social inclusion, human rights, afiicrimination, public administration reform,
public finance management, employmeeducation and SME competitiveness. An efficient
coordination of crosborder, transnational and interregional cooperation programmes remains
to be established. There was no progress on the preparation of regional development
strategies. Further effortere needed to improve coordination between all levels of
government when it comes to selecting, prioritising and implementing the planned strategic
interventions. Mediunterm financial planning for investments remains to be systematically
introduced in lie with the objectives of the strategic documents. There was some progress in
establishing of investment pipelines. The revised transport and environment pipeline was
adopted in February 2019, comprising 25 transport and 64 environment projects. An
additioral revision is underway. Preparations for establishing a single project pipeline in the
energy sector are well advanced. A pipeline of investments in the social sector needs to be set
up. Bosnia and Herzegovina should regularly update its existing siecfier pipeline and
ensure its endorsement by the National Investment CommitteeR@jnablika Srpskantity

still does not send its representatives to the meetings.

There was no progress in setting up institutions or bodies in chargemforing and
evaluating public investment programmes. The capacities of the Monitoring and Evaluation
Department of the NIPAC Office remain weak. There were no concrete plans to build such
capacity at state level in order to ensure proper monitoring and evaluation efdahesion
programmes.
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Bosnia and Herzegovina still laclsfinancial management, control and audit systenfior

EU funds, except for crodsorder cooperation programmes. There were no relevant
developments in the establishment of most of the structures and bodies defined in Annex A of
the Framework Agreement.

5.25. Chapter 25: Science and research

The EU provides significant support for research and innovation. All Member States can
benefit from the EUOS research programmes,
and solid investment in research. Successful implementation of the EU acquisdiontlis
requires integration into the European Research Area. -‘délkloped research and
innovation capacity to produce scientific excellence to support sustainable economy and
knowledgebased society is needed.

Bosnia and Herzegovina hasme level of prearation in the area of science and reseatrch.
No progresswas made in the reporting period.

In the coming year, Bosnia and Herzegovina should in particular:

- adopt the action plan for the implementation of the 2BQZ2 revised strategy for
scientific deelopment;

- develop and adopt a smart specialisation strategy;

- prepare and adopt the roadmap for research infrastructure.

On research and innovation policy the legislative framework regulating science and
research development remains fragmented andre&éds to be improved throughout the
country. There was no progress in developing the action plan for implementatina?61 7
2022 revised strategy for scientific development.

The countryds estimated total al f GDPaNoi ons f
progress was made to ensure reliable and comprehensive statistics on research and innovation.
The countryds research capacities remain Ve
continues, most notably in the health, medical, and IT secitir,n®@ systematic measures

having been introduced so far to address the issue.

Initial activities on the development of a smart specialisation strategy for Bosnia and
Herzegovina have been undertaken, but the strategy remains to be developed and adopted.

The government és efforts in upgrading resear
(e.g. the Strategy for the Development of Science and the current adoption and
implementation of the related Action Plan) as well as grants provided to orgamssédr

submitting proposals under Horizon2020 have been intensBieshia and Herzegovina has
completed the preparatory work allowing for Framework Agreements on scientific and
technical cooperation. This will greatly facilitate cooperation on researghnnovation with
international partners.

Systemic collaboration and interactioh need:s
academia, industry and governments. Following the COlADoutbreak, certain efforts in

this regard were observed,smme activities of academia and industry aimed at alleviating the
pandemic impact were undertaken, such as the production of medical and personal protective
equipment, as well as sharing expert knowledge and information.

As regardgnternational cooperation, Bosnia and Herzegovina continues to be active and
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successful in Horizon 2020, having competitively already received EUR 8 million (more than
double the amount of the previous 7th framework programme FP7), as well as in the
European Cooperation in Scienand Technology The entities have participdi@dltimes to

59 signed grants otollaborative Instrument actions of Horizon 2020, receiving EUR

million of direct EU contribution.

A very good increase in the publications, 925 publications per 1000aksegrabove the EU
average of 717 was observed, as well as a significant increase in the innovation activity, with
67 patents per 1000 researchers. It is important to note the success rate of applications from
Bosnian entities is at 13,2%, above the olétarizon 2020 success rate of 12%.

The country also cooperates at regional level, asigratory of the regional strategy on
research for innovation, with the Central European Initiative and is also active in COST with
an increasing number of partictpmns in its actions. Bosnia and Herzegovina is taking part in
the creation of the South East European International Institute for Sustainable Technologies.
The country continues to participate in the European Research Area Committee and related
advisory lodies and initiatives. It also participates in the European Strategic Forum on
Research Infrastructure, but still has to develop the roadmap for research infrastructure.
Bosnia and Herzegovina is still not included in the European innovation scoreboetobils

the indicators necessary to participate are available.

5.26. 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 methodasflioation. The EU and

the Member States must also prevent discrimination and ensure quality education for children
of migrant workers, including those from disadvantaged backgrounds.

Bosnia and Herzegovina & an early stageof preparation in the areaf education and
culture. Some progresswas achieved with thentry of two public universities from the
Republika Srpskantity in the relevant State Registapd with the adoption of the poligy
recommendations on inclusive education. Efforts have to tertaken to make progress pn

the accreditation of the study programmes. Bosnia and Herzegovina participated for the first
time in the Programme for International Student Assessment (PISA) in 2018. Addijtional
efforts are needed to ensure implementationestilis as well as continued participation in
international assessments. The education system still lacks common standards for the|different
levels of education, as well as in teacher training and performance evaluation. Quality
assurance, accreditation lofgher education institutions and new study programasesvell
as development of common standards in educatlwoyld be ensured. Bosnia and
Herzegovina needs to align legislation at all lew#lgovernment with the framework laws on
education, partically in terms of mandatory application of the common core curriculum.
Social inclusion aall stages of education needs to be ensured.

Youth strategies across the country should be developed and implemented.
In the coming year, Bosnia and Herzegovina sthaual particular:

- ensure a fully functional system of {yaccreditation of higher education institutions and
study programmes across the country;

- develop a vocational education and training strategy addressing labour market needs;

- establish amter-sectorial commission for the national qualification framework.
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In the area okducation and training, policy recommendations on inclusive education were
adopted by the Council of Ministers in November 2019. The adoption of relevant legislation
on adlt education was completed in the cantons. Some cantons still need to adopt relevant
legislation in early childhood education and care, vocational education and training, as well as
youth strategies.

Due to demographic changes, the number of stademrolled at all levels of education is
gradually decreasing. In early childhood education and care(ECEC), the enrolment
remains very low but the trendpssitive and it is now around 12%. As for@year olds pre
school enrolmenBosnia and Herzegovnhas the lowest enrolment figure in Europe with
25%, which includes only 3% for Roma children.

Access to primary and secondary educatioBasnia and Herzegovina satisfactory, with
97.6 per cent of children attending primary and 84.6 per cent attesedaondary education.
Among Roma children, 69 per cent attend primary and 23 per cent secondary education.

Comprehensive teacher training focused on developing students' key competences and a
systematic approach for implementing the common core curricehwald be provided to
complement the ongoing outcorbased curricular changes.

The education of children with special needs remains a challenge, particularly in terms of
ensuring the necessary infrastructure, provisions, transportation and schoa@ngsdist
support both children and teachers.

The legislative framework vocational education and training (VET) has yet to be completed at
the cantonal level. Smadicale activities to help introduce dual education in the VET system
need to be scaleap in ader to make vocational education and training more relevant for
employment. As per figures from European Training Foundation, 46.4% of VET graduates
are employed, as compared to 56.2% of those whom have passed general education. This rate
improved over th course of the decade from 27.3% in 2010. Further development of
gualification framework (QF) for Bosnia and Herzegovina is still on hold and cannot go
forward until the nomination of the intsectorial group responsible for the action plan
implementingthe qualification framework. The process of developing qualifications and
occupations in different parts of the country remains slow and needs better coordination and
har moni sati on. Bosnia and Herzegovi natlles qual
European Qualification Framework. There is no mechanism for validation of prior learning in
place yet.

The longstanding disputes between the two accreditation agencies, one at state level and one
in the Republika Srpskeaentity, which hamers the accreditation of higher education
institutions and study programmes, has progressed with the adoption of a decision on norms
on the accreditation of higher education institutions and study programmes by the Steering
Board of the state level aggncThe issue of the entry of two public universities from the
Republika Srpskantity (Banja Luka and East Sarajevo) in the State Registry of accredited
higher education institutions has been successfully resolved. Additional efforts should be
made for clger cooperation between the institutions to progress in accrediting the study
programmes.

In 2018, for the first time Bosnia and Herzegovina participated in the OECD Programme for
International Student Assessment (PISA) and rank&Ucs@ of 79 countes, with the lowest
results being recorded in natural sciences. The PISA results showed-ffestr idids are on
average about 3 school years behind their peers in OECD countries. The minimum level of

98



functional literacy (i.e. above Level 2) is not attair®y 58% of students in mathematics, 54

% in reading and 57% in science. (OECD averages are 24%, 23 % and 22% respectively).
Very few students are among top performers (scores at level 5 or 6). The country also
participated in the TIMMS 2019 assessmente(ilis in International Mathematics and
Science Study), with a report expected to be published at the end of 2020 as well as PIRLS
2021 (Progress in International Reading Literacy Study). Additional efforts to ensure
continuous patrticipation in internationatsessment studies, in particular PISA 2021, should

be taken to track country's progress and enhance visibility and comparability in a larger
context.

Bosnia and Her zegovinaos participation i n
mobilities this yearn the field of higher education. The overall quality of the proposals for
capacity building in higher education has slightly decreased in relation to previous years.
Issues related to the accreditation of study programmes have hampered the overall 2019
sekction and reduced the percentage of projects devoted to curriculum development: 20%
against 60% in the 2018 selection. In the areacuwdfure, Bosnia and Herzegovina is
implementing measures under the UNESCO Convention on the protection and promotion of
the diversity of cultural expression. Bosnia and Herzegovina needs to recognise cultural
industries as a sector with potentials for economic development and connectivity, and create a
conducive legal and business environment for their rapid development.

Bosnia and Herzegovina's Commission to Preserve National Monuments has continued its
val uabl e wor k. | mpl ementation of this Commi s
is room for improvement. The budget allocation for culture on all levelswadrgment should

be increased with longer term, medinnual funding decisions to provide stability for cultural

creation and operation. Bosnia and Hercegovina has to establish formal partnership structures
enabling transparent and organised participatighe cultural policymaking.

Due to the spread of the COWI® pandemic, schools have been closed throughout the
country as of mieMarch and over 400,000 children of ECEC, primary, and secondary school
age are affected by this measure. Continuation ofatthn was ensured primarily thougt
hocsolutions for distance learning as well as the delivery of learning content through TV.
There araliscrepancies in the scope and quality of these semitleim the country, mainly
because of lack afecessary egpmentandoverall strategyor teachers and students on how

to ensure quality in distance learning including the assessment of students' progress. As for
enrolment into ECEC and first grade, the majority of institutions have issued instructions for
online applications. Enrolment to secondary schools and universities will be conducted online
in a limited number of institutions.

Although there argouth strategies at some levels of government, Bosnia and Herzegovina
should work on a youth strategy that web@insure equal treatment of young people and stop
them from | eaving the country. Par t-fomalpati on
learning at international and national levels to enhance their competences, skills and
employability.

Bosnia andHerzegovina actively joined the European Week of SporB(2September 2019)
for the second ti me, under t heEufopeanneekofr k o f
Sport Beyond Border$port activities were organised across the country.

5.27. Chapter 27: Environment and climate change
The EU promotes strong climate action, sustainable development and protection of the
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environment. EU law contains provisions addressing climate change, water and air quality,
waste management, nature protection, industgallution, chemicals, noise and civil
protection.

Bosnia and Herzegovina is @ early stage of preparatiothassome level of preparation
in the area of environment and climate chargmited progress was achieved during the
reporting period. A countrywide harmonised approach in strategic planning needs to be
ensured to address alignment with the EU environmentalisat all levels of government i
a consistent and comprehensive manner, includingiorguality. Significant efforts ar
needed on implementation and enforcement.

=)

[}

In the coming year, Bosnia and Herzegovina should in particular:

- implement the countrywide environmental approximation strategy, and accordingly
enhance the legal frameworkrengthen administrative capacity and monitoring systems,
and improve intemstitutional coordination among all relevant authorities;

- formalise the procedures for the appointment and functions of the national focal|points
(NFP) for Bosnia and Herzegovintor the implementation of all environmental
conventions to which Bosnia and Herzegovina is a signatory;

- start implementing the Paris Agreement by putting in place policies and measures to
deliver on its nationally determined contribution (NDC), update snplement the
climate change adaptation and low emissions development strategy, and develop an
integrated national energy and climate plan (NECP) in line with the Energy Community
recommendation.

Environment

Horizontal legislation is, to a limited extentaligned with the EUacquis Bosnia and
Herzegovina needs to align with the EU environmeatguisat all levels of government in a
harmonised and coordinated manner and strengthen administrative capacities for efficient
implementation. The countrywidend@ronment approximation strategy adopted in 2017, and
supplemented by more specific environmental approximation programmes for the entities and
the Brl ko District, needs to be updated and
and monitoring this sategy remains to be adopted. The-sabtor strategies at state and
entity level, which are few in number, broadly remain-hanmonised between the entities

for the respective areas covered, leaving the environment sector unevenly covered across the
courtry. The countrywide environmental protection strategy for Bosnia and Herzegovina is
now being developed. This will encompass -sabtor strategies for waste and water
management, air quality and nature protection. The provisions of the environmentdl impac
assessment (EIA) and strategic environmental assessment (SEA) have not been fully
transposed in the legislation at entity level. Considerably stronger enforcement of SEA and
EIA is needed to ensure that environmental concerns are adequately addresspldmviieg
investments. The country remains without a standardised system or methods for gathering,
transferring and reporting environmental data. A draft strategy also remains to be adopted to
monitor the management and reporting of environmental @atae has been no progress in

i mproving the publicbdés access to i-makiegr mati o
process. The legal framework regulating environmental inspections needs to be improved in
line with the relevant Eldcquis and implementation needs to be enforced. Capacities need to
be considerably strengthened. There has been no progress in aligning with a number of
horizontal environmental directives such as the Directive on Environmental Liability, the
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Directive on Infratructure for Spatial Information in the European Community (INSPIRE)
and the Directive on Environmental Crime. The procedure for appointing national focal points
for Bosnia and Herzegovina and for determining their functions concerning the
implementationof environmental conventions to which the country is a signatory party,
remains to be formalised and systematised.

Alignment with the EU acquis on air quality remains limited. A well-functioning
countrywide air quality monitoring network still needs to éstablished together with the
programme for air quality improvement. Air quality plans for areas where levels of pollutants
exceed limit values still need to be adopted. Air quality management needs to be addressed in
a harmonised and consistent countgevimanner to efficiently combat air pollution and
reduce as quickly as possible the levels of pollution in exceedance of the limit values in a
number of cities. Progress is needed also in addressing national emissions of main pollutants
and establishing ti@nal emission inventories and reporting. Bosnia and Herzegovina should
develop a national strategy towards decarbonisation and cleaner energy production. No
progress has been made in aligning with theagguiswhen it comes to reducing the sulphur
content of certain liquid fuels (the limiting value for the sulphur content of heavy fuel oil
being 1%). The country remains in serious and persistent breach of the Energy Community
Treaty as stipulated in the Decision of the Energy Community Ministerial Qdtoroi 2018.

There has been no progress on alignment with EU legislation on volatile organic compounds
(VOC). There are no accredited bodies in Bosnia and Herzegovina for monitoring VOC
emissions. Main emission sources in Bosnia and Herzegovina are thpoe@a plants,
industry, household heating and transport.

A consistent countrywide strategy fwaste managemenhas yet to be developed. Due to its
administrative order, Bosnia and Herzegovina needs to ensure a coordinated and harmonised
countrywide apprach in dealing with waste management. This needs to be reflected both in
the legislative framework and its strategic approach. The environmental protection strategy
that is under development could provide for this. Bosnia and Herzegovina needs tothlign wi
the Landfill Directive, including by adopting a directive specific implementation plan and by
closing down or rehabilitating necompliant landfills. Substantial efforts and awareness
raising measures are required to reduce waste generation and prensateand recycling.
Alignment is required with the EUacquis on sewage sludge, batteries, packaging,
polychlorinated biphenyls/ polychlorinated terphenyls andaHde vehicles.

On water quality, the country still lacks a consistent and harmonised topwidle strategy

and investment plans on water management that would include implementing legislation and
monitoring. There is no water policy for Bosnia and Herzegovina. The sustainability of
investments in the supply of water and in the management afh whaste water continues to

be an issue. A consistent legal framework needs to be in place addressing water services to
provide for sustainable investments. Regarding the growing development of hydropower
investments, Bosnia and Herzegovina as a mattergeincy has to better enforce SEA, EIA,
nature protection and wateglated provisions of the E&lcquisin order to adequately address
growing environmental concerns. Specific plans for implementing EU legislation on drinking
water, urban waste wateraldé od r i sk management are stil/l
river basin management pl ansd needs to be

° Directive 2007/2/EC of March 2007 establishing an Infrastructure for Spatial Information in the European
Community (INSPIRE)
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plan for flood protection and river management in Bosnia and Herzegovina fo20014s
being implemeted. Flood hazards and risks are being mapped for the entire country.

Alignment with the EUacquison nature protection, in particular with the Habitats and Birds
Directives, is very limited. There is no progress on the pending adoption of the list of
potential Natura 2000 sites and secondary legislation. The planning for and investments in
renewable energy, including hydro, wind and solar power plants, requires compliance with the
EUGOsS environment al | egi sl ation, ismrekctived.i ng S
There has been no progress in establishing a system in Bosnia and Herzegovina for collecting
information on and systematically monitoring biodiversity. Bosnia and Herzegovina needs to
designate institutions, ensure the necessary human aadcifih resources and establish
structures for implementing the Convention on International Trade in Endangered Species of
Wild Fauna and Flora (CITES).

Alignment with the EUacquisonindustrial pollution control and risk managementis very

limited. The Pdutants Release and Transfer Register (PRTR) still needs to be fully
operational for Bosnia and Herzegovina. This includes enforcing the obligation to report to
PRTR countrywide, enabling public access to and the integration of the collected data and its
transmission to the EU institutions. The PRTR Protocol to the Aarhus Convention remains to
be ratified. Bosnia and Herzegovina needs to further align with the Industrial Emissions
Directive (IED) and the Directives on Etabelling and Ecavlanagement and Udit Schemes
(EMAS). Bosnia and Herzegovina is not aligned with the EU Directive on the control of
majoraccident hazards involving dangerous substances (Seveso lII)

On chemicals, Bosnia a n d Her zegovinaos alignment wi t h
concerning the registration, evaluation, authorisation and restriction of chemicals is uneven. It
requires harmonisation at all levels of government and strengthening the administrative
capacities acessary for its effective implementation. The EU Regulation on Classification,
Labelling and Packaging of substances and mixtures (CLP) needs to be implemented.
Relevant bodies responsible for receiving information to formulate preventative and curative
measures should be appointed. Bosnia and Herzegovina needs to align with EU legislation on
asbestos and on the protection of animals used for scientific purposes. Bosnia and
Herzegovina, as a party to the Rotterdam Convention on the Prior Informed Consent
Procedure for Certain Hazardous Chemicals and Pesticides in International Trade, needs to
progress with its implementation. Progress is required in acceding to the Minamata
Convention.

Significant further efforts are needed to align with thedequison ervironmentalnoise

Regardingcivil protection, thanks to IPA support, the country is preparing, to become a
participating state of the Union Civil Protection Mechanism (UCPM). Establishing secure
transEuropean services for telematics between administat{STESTA) is a preondition

for connecting to the Common Emergency Communication and Information System (CECIS)
of the European Commission in view of the Union Civil Protection Mechanism membership.

Bosnia and Herzegovina is encouraged to implemenettenmendations of the TAIEX peer
review carried out in 2018. There is a need for more systematic horizontal cooperation and
enhanced vertical coordination, including on standardisation, statistics, rescue resources,
professional training and risk assessin methodologies. Operational resources should be
allocated at the municipal level, with specialised rescue units complementing these resources
at cantonal and/or entity levels for disasters of larger scale or complexity. The-X®ovid
pandemic highlightedhe need to strengthen the legal framework and institutional capacities
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as well as human and financial resources of civil protection authorities also with regard to
health emergencies. One risk assessment for the country, systematic inspections, the
estalishment of civil protection stakeholder associations and civil protection education,
including first aid training, wi || hel p to
facing disasters. The introduction of the 112 European unified emergency ndonlpaiice,
ambulance and firefighters) is recommended.

Climate change

The level of alignment with the EU climaéequisremains limited. Bosnia and Herzegovina

is currently revising its 2013 national climate change adaptation and low emission
developmat strategy covering 2013025, which is consistent with the EU 2030 framework

on climate and energy policies. Its implementation and integration into all relevant sectors
should be a priority. Bosnia and Herzegovina is working on a national adaptatioiNpig)

which will identify the necessary resources and set timelines for implementing climate
changerelated policies and strategies. The focus will be on sectoral approaches, on aligning
with the EU climateacquisand on building institutional capaciti@s the medium term. The
development of an integrated national energy and climate plan (NECP) for Bosnia and
Herzegovina, in line with the 2018 Energy Community recommendation and related policy
guidelines, is underway.

As for theUN Framework Conventioon Climate Change (UNFCCChe fourth national
communication and the third biennial update report on greenhouse gas emissions are in
preparationBosnia and Herzegovina ratified the Paris Agreement in 2017 and should now
give priority to implementing itsiational determined contribution (NDC). NDCs are being
revised together with their implementation plan. There is no progress on alignment with the
EU climate acquis, which includes the EU Monitoring and Reporting Regulation, the
directives on fuel quality, ozone depleting substances, fluorinated gases, carbon capture and
storage and other relevant legislation. Ratification of the Kigali amendment to the Montreal
Protool on substances that deplete the ozone layer is pending. To progress in aligning with
the EU climateacquisand its implementation, Bosnia and Herzegovina needs to move away
fromaprojecbh ased approach. The count r ydgsificanlymi ni st
reinforced at all levels of government, covering all relevant sectors to ensure meaningful
implementation of the required measures.

5.28. Chapter 28: Consumer and health protection

EU rules protect consumer o predud satetyidangeiomst e r e s
imitations and liability for defective products. The EU also ensures high common standards

for tobacco control, blood, tissues, cells and organs, and medicines for human and veterinary

use. The EU also ensures high commomstaar ds f or upholding pat.i
border healthcare and tackling serious crdssrder health threats including communicable
diseases.

Bosnia and Herzegovina is at @arly stageof preparation in the field of consumer protectjon
and public heléh. No progresswas made in the area of consumer protection and public
health during the reporting period. The legislation on serious -barsker health threats
including communicable diseases is not yet aligned with theaBdyis at all levels of]
govermment.

In the coming year, Bosnia and Herzegovina should in particular:

- adopt legislation at all levels prohibiting smoking in public places in line with the EU

103



acquisand ratify the protocol to eliminate illicit trade in tobacco, and start to enforbe bot
measures;

- conduct an assessment on the status of communicable diseases;

- further align its legislation with the Eldcquison substances of human origin and|on
medicines for human use and establish an oversight system in this field with a view to
ensuring efficient coordination in the whole country;

- align the statdevel Law on consumer protection with the Bthuis.

Consumeprotection

Onhorizontal aspects the legal framework foronsumer protectionis enshrined in the Law

on Consumer Protection, adopted in 2006 at state level. The country needs to ensure
alignment with the significant developments in the Btfjuisthat hae taken place since

then.

The Consumer Protection Council (CPC) acts as an expert advisory body for the Council of
Ministers. The CPC proposes an annual state consumer protection programme, monitors its
implementation, and defines the fundamentals of aoesyrotection policy and the direction

of the scope of consumer protection activities funded by the state budget.

The legal framework in the area of consumer credit and distance marketing of financial
services remains to be aligned with the &dduis

The legal framework forproduct safety is not yet aligned with the El@cquis Over the
reporting period, thdarket Surveillancégency and the inspection bodies of the entities and
the Brl ko District i mpl ement ed 24nd Z6rcasgsect s
were initiated on reactive surveillance. As a result of 210 product safety inspections, 6,222
unsafe products were withdrawn from the market (of which 4,473 were destroyed), and
businesses brought 9,337 products into compliance with safptyements.

Public health
On horizontal aspects there was no progress in draftingpealth strategy at the state level
or in the Br|l ko District. T he raeduisacresathe | e gi s

country. There is no statevel heath information strategy or integratéalth information
systemin place.

Legislation ontobacco controlpo | i ci es at the | evel of the e
not aligned with the relevant Edcquis Bosnia and Herzegovina is a party to the WHO
Framework Convention on tobacco control, but this convention has not been fully
implemented due to a lack of systematic monitoring. Bosnia and Herzegovina has not ratified

the protocol to eliminate illicit trade in tobacco products.

The legal framework ulating the areas dflood, tissues, cells and organst the level of

the entities and the Br| ko &qusitTheieatiies hage n ot
established institutes for transfusion medicine. Transplantation programmes are organised a
entity level with very limited cooperation between them. The country lacks the necessary
administrative capacities, to fulfil the requirements laid down in theaBfjiison human

organ, tissue and cell transplantation. There was no progress in setanguersight system

at state level in this field in order to ensure efficient coordination in the whole country.

For serious crossborder health threats, including communicable diseasegshe legislation
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has not yet been aligned with the BthQuisat all levels of government. Measures to promote
healthy lifestyles in connection with the prevention mafn-communicable diseasesre
regulated and partially implemented by the competent institutions of the entities and the
Brl ko District.

In relation to COVID19, authorities at all levels reacted promptly and introduced mitigation
measures to slow down the transmission of the virus similar to EU countries but these were
not well coordinated throughout the countfe official COVID-19 infarmation is gathered,
presented and reported locally and internationally through existing mechanism of
International Health RegulationBrotocols for healthcare institutions for combating COVID

19 are in place, but hospital preparedness and responseaamstsynchronised across the
country. Lack of testing kits, baghit capacities, respirators, personal protective equipment
and alternate locations for patient processing and treatment marked the beginning of the
COVID-19 crisis.Despite initialsuccesf the health authoritieshroughout the country to
quickly incorporate emerging international and local evidence and international best practice
to prevent and to control the spread of the viaaly relaxation of the restrictive measures
caused an egemiological peak during the summer montBserall, the response of health
systems in Bosnia and Herzegovina was effective in addressing the initial €3VID
outbreak however, coping with the peak in the summer proved to be challef@psgia and
Herze@vina joined the EU Joint Procurement Agreement and received material from JRC to
control COVID19 tests, as well as EUR 7 million in EU funding to enabling it to buy
urgently needed medical equipment and supplies. Ascéoicer screening Bosnia and
Herzegovina has no countrywide cancer control plan, or a countrywide early detection
programme. The Federation entity has no systematic solution for cancer registers or screening
programmes for the treatment of cancer, due to legislative imbalance and limaedidl
capacities. Both entities have cancer registers. Hépublika Srpskantity has an early
detection progr amme i n pl ace. The Brl| ko Di
programmes.

Bosnia and Herzegovina has a network of 74 comnur@sedmental health centres with
multi-disciplinary teams and some of them have additional specialists. A special forensic
psychiatric hospital provides treatment to forensic patients from across the country.

On preventive measuressome activities to reduadcoholism and prevention of alcohol
induced disorders were carried out with the participation of NGOs. Fimg abuse
prevention and harm reduction, preventative measuresare implemented through
education and NGO activities, although these efforts are nansgtit. Rehabilitation and
social reintegration programmes have been introduced unequally in different parts of the
country and a more systematic approach needs to be introduced.

On health inequalities a key challenge facing the health care systentoismprove
accessibility for all citizens, although the legislation stipulating equal access to health is in
place. Ensuring good quality accessible public health care for all citizens including the
marginalised groups of society is one of the key reforarities.

5.29. 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 commomputerised customs systems.

]Bosnia and Herzegovina ha®me level of preparationin the area of customs unioh.
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Customs legislation is not fully aligned with the EBldquis No progresswas made in th¢
area of customs union during the reporting period. Cliemmi s si onds r ec|ommen
2019 were not implemented and remain valid.

D

In the coming year, Bosnia and Herzegovina should in particular:

- implement the 2015 Law on Customs Policy, and eliminate all administrative burdens in
order to ensure the intgrerability of the esignature system on a countrywide basis;

- reinforce the administrative and operational capacity of the Indirect Taxation Authority;

- increase postlearance controls based on risk analysis, expand use of simplified
procedures for relidd economic operators and upgrade interconnectivity |and
interoperability with the EU IT systems and requirements.

The body in charge of implementicgstoms legislationand policies is the Indirect Taxation
Authority (ITA). Further alignment with the Uon Customs Code is needed, notably on
custom procedures and simplified procedures. The 2015 Law on Customs Policy, which is
partially aligned with the Eldcquis has still not been implemented; its implementation is set
for 1 July 2021.This law also prowd for the introduction of authorised economic operators
and for additional simplified customs procedures requiring the use ofdigmagture, which

has not yet been implemented by the ITA. This leads to difficulties in the practical
implementation of taation and customs legislation. The ITA is committed to start the
implementation of ignature, which should be countrywide, as of January 2021.

The customs tariff and custom valuation of Bosnia and Herzegovina is harmonised with the
Combined Nomenclatur@CN). Regarding the rules of origin, the country applies the Pan
Euro Mediterranean Convention, which went through substantial revisions in 2019. Bosnia
and Herzegovina is among the countries that support the revisions of the Convention with the
new revise rules.

The country is an observer in the Common Transit Convention (CTC) and intends to join it
once it has met all legal and technical requirements, especially the implementation of New
Computerised Transit System (NCTS); phase 5 of the NCTS implementatBosnia and
Herzegovina is foreseen for July 2021.

Bosnia and Herzegovina should also continue aligning its provisions on the protection of
intellectual property rights (IPR) when it comes to customs enforcement. Also, further
alignment with the EUacquisfor authorised economic operators (AOP), which has to be
achieved through implementation of CEFTA Additional Protocol (AP) 5.

On administrative and operational capacity the ITA requires that its administrative
capacity be substantially strengthdr®oth in qualitative and quantitative terms. Bosnia and
Herzegovina needs to progressively align its systems with EU customs requirements, such as
the new computerised transit system (NCTS) and internal control standards (ICS). It capacity
to conduct a gk analysis is hampered by an inadequate IT system. The customs authorities
perform a high percentage of physical controls.

Bosnia and Herzegovinabs customs | aboratory
instruments but further modernisation is nekde

Bosnia and Herzegovina, together with other CEFTA Parties, adopted some measures to
mitigate the effects of the new situation. The opening of thealled Priority Green Lanes to
allow a priority treatment of vital products at the predetermined bamssings where the
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border control is required for 24 hours. The common lists of vital products of the CEFTA
Parties were adopted and updated as needed.

5.30. Chapter 30: External relations

The EU has a common trade and commercial policy towards thirdtresinbased on
multilateral and bilateral agreements and autonomous measures. There are also EU rules for
humanitarian aid and development policy.

Bosnia and Herzegovina has reactssine level of preparationin the area of external
relations.Limited progresswas made during the reporting period. The capacity to tackle key

chall enges in trade policy is yet to |be st
from 2019 were not fully implemented and remain valid.

In the coming year, Bosnia and Herzegrashould in particular:
- finalise the accession to the World Trade Organization (WTO);

- implement actions under the multiannual action plan to develop a Regional Economic
Area (REA), in particular implement the Additional Protocol (AP) 5 on tfad#itation
to the Central European Free Trade Agreement (CEFTA), ratify CEFTA AP 6 on trade in
services, negotiate and ensure a swift adoption of CEFTA AP 7 on dispute settlement;

- start the process leading to the establishment of a development and tatiararaid
policy.

On thecommon commercial policy no progress was made on Bosnia and Herzegovina's
accession to the WTO, although membership negotiations are at a very advanced stage. The
Russian Federation is the only WTO member that has not compietaithteral negotiations

with Bosnia and Herzegovina on market access for goods and services, and has raised an issue
in the multilateral discussions on the pending amendments to the legislation on the quality of
liquid petroleum fuels. The decision onettamendments to the legislation has yet to be
approved by the Council of Ministers.

Concerning the implementation of the REA multiannual action plan, in May 2019 Bosnia and
Herzegovina nominated its negotiating team and adopted the negotiating man@&& Téx

AP 7 on dispute settlemenih December 2019, the Presidency adopted the negotiation report
for the conclusion of CEFTA AP 6 on trade in services, which is now in the process of
ratification. As response to COVI19, upon joint initiative by the Paranent Secretariat of

the Transport Community and the CEFTA Secretariat, the six governments in the Western
Balkans have successfully implemented measures to facilitate the transport and trade of
essential goods within the region.

Bosnia and Herzegovina applies export controlsdoal-use goodsin accordance with its
legislation. The country should consider applying for accession to the multilateral export
control schemes, such as the Wassenaar Arrangement, which can facilipatptrations to
implement the Elacquisfor duatuse goods export control.

As regardshilateral agreements with third countries in the reporting period Bosnia and
Herzegovina signed no new agreements.

On administrative capacity, Bosnia and Herzegovireeds to further strengthen the
administrative capacity and improve cooperation and coordination between ministries and
different levels of competent authorities in order to ensure consistency of implementation and
enforcement.
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There were no developmentstire areas oflevelopment policyandhumanitarian aid. The

country is a recipient of aid programmes, and has so far provided humanitarian aid only on an
ad-hoc basis. Bosnia and Herzegovina is encouraged to start the process of establishing a legal
framewak covering international cooperation and development policy as well as
humanitarian aid towards ndflJ countries, in accordance with EU policies and principles,

and to build dedicated administrative structures.

5.31. Chapter 31: Foreign, security and de#nce policy

Member States must be able to conduct political dialogue under EU foreign, security and
defence policy, to align with EU statements, to take part in EU actions and to apply agreed
sanctions and restrictive measures.

Bosnia and Herzegovina hasme level of preparationin this area. There was progress
in 2019. Taking into account the improving trend in 2020, the country should continue
stepping up its alignment with the EU foreign policy statements and restrictive measures
towards third coumtes and entities. The country needs to appoint the persons in charge of
performing the functions of Opolitical dire
Herzegovina is yet to join a number of international arms control regimes as well as
strenghen the monitoring regime regarding weapons and military equiprBeshia and
Herzegovinaontinued to participate in EU crisis management missions.

In the coming year, Bosnia and Herzegovina should in particular:

- develop postnanufacture marking requirements for weapons earmarked for deactjvation
in line with EU standards;

- improve traceability of seized and confiscated weapons, notably by amending the Law on
Marking to cover these types of firearms.

The political dialogue between the EU and Bosnia and Herzegovina on foreign and security
policy issues continued.

Bosnia and He r2@28 fprign poleyd srategyOirkcl8des as main goals and
priorities the following: full membership in the EU, activation of tR&TO Membership
Action Plan, fight against terrorism, cooperation at regional level, and bilateral and
multilateral cooperation. Its implementation in the reporting period was affected by frequent
divergent positions of the three members of the Presidency

It is important that Bosnia and Herzegovina appoints within the Ministry for Foreign Affairs
thepersons in charge of performing the funct
correspondent 6, and to ensure the adequate t

Regulations and practices based on ethnic quotas, applied in the process of appointment of
diplomatic and consular network, negatively impact on the capacity of the Ministry of Foreign
Affairs to perform its tasks effectively, eventually resulting in adverse effects on the

i mpl ementation of the overall countrybés fore

Bosnia ad Herzegovina has expressed its commitment to the objectives &fotimenon

Foreign and Security Policyof the EU outlined in the Global Strategy of June 2016 and is
willing to contribute to the implementation of the Strategy in accordance with its capaciti

The country expressed its readiness to act regionally and to be a reliable partner of the EU. In
2019, Bosnia and Herzegovina aligned with 55 relevant EU declarations and Council
decisions out of a total of 90, representing an average alignment r&i&wfBosnia and
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Herzegovina improved its alignment rate in the first half of 2020, with an average of 75%.
The country did not align with EU Council Decisions on restrictive measures related to the
Russian Federation, VenezuadadSyriain particular.

Bosnia and Herzegovina ratified the Rome Statute ofinkernational Criminal Court

(ICC) in 2002.There have not been any instances where cooperation with the ICC was
required. The ratification of the Kampala Amendments is pending approval with the

Parliamentary Assembly. The country maintains a bilateral immunity agreement with the
United States, granting US citizens exemptions from the jurisdiction of the International
Criminal Court. In doing so, it does not comply with the EU common positions on the
integrity of the Rome Statute or with the related EU guiding principles on bilateral immunity
agreementsAlignment with the EU position is therefore needed.

Concerningrestrictive measures Bosnia and Herzegovina respects arms embargoes as
provided for undr the lists of the UN Security Council, the OSCE and the EU.

Bosnia and Herzegovina supports all EU measures and thetdongand shofterm
instruments in the area abnflict prevention, acts in accordance with the principles of the

UN Charter and rfes of international law, and fully supports the EU programme for the
prevention of violent conflicts endorsed by the Goéteborg European Council and the
communication from the Commission on conflict prevention. Bosnia and Herzegovina does
not possess any emical, biological or nuclear weapons and there are no capacities for the
production of these weapons. The country has ratified a series of treaties and international
agreements in this area and participates in related international activities. Bosnia and
Herzegovina is yet to join international control regimes such as the Wassenaar arrangement,
the Australia group, the missile technology control regime and the nuclear suppliers group.

With regard to trade in conventional weapons, military equipment (WME) and dual use items,
the countryds overall |l egal and i nsdcqusut i ona
Further improvements are required regarding the monitoring regimevisA\produced and

traded within the country.

Bosnia and Herzegovina ratified the Chemical Weapons Convention (CWC) in 1997.
Legislation on the implementation of the Convention on the Prohibition of the Development,
Production, Stockpiling and use of Chealgcand on their Destruction is in place, together
with a statdevel Coordination Body on CW«lated matters.

Bosnia and Herzegovina remained actively engaged in the implementation of the 2018
Regional Roadmap for a sustainable solution to the illegsdgssion, misuse and trafficking

of small arms and light weapons and their ammunition in the Western Balkans.
countrywide 20168020 strategy for control of small arms and light weapons (SALW) is in
place, together with an action plan. An assessmertieotrategy implementation is to be
done, followed by the adoption of a new strategic document and action plan for its

i mpl ementati on. Al | weapons of the countryés
into a single registry to ensure adequadednbility of small arms and light weapons in the
country. In addition, Bosnia and Herzegovina is to develop-pastufacture marking and
recordkeeping requirements for seized and confiscated weapons, and weapons earmarked for
deactivation.

Regardingcogperation with international organisations, Bosnia and Herzegovina is a
member of and actively participates in the work of the United Nations (1992), the Council of
Europe (2002), the Organisation for Security and Cooperation in Europe (1992), the World
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Bark (1993), the International Monetary Fund (1992) and other major international
organisations. Due to failure to appoint its parliamentary delegation after the 2018 election,
Bosnia and Herzegovina could not participate to the works of the Council of Europe
Parliamentary Assembly (PACE); a parliamentary delegation from Bosnia and Herzegovina
was appointed to join PACE only in January 2020. Bosnia and Herzegovina acts as an
observer in the NoAligned Movement (1994) and the Organisation of Islamic Cooperatio

(1994). The country is in the process of negotiating its membership in the World Trade
Organi sati on. Il n addition, it participates i
and, in that <context, submitted 20196Bosmaor m p
and Herzegovina also participates in the observation of elections in other countries as part of
the OSCE, including the observation delegations of the Council of Europe.

On security measuresgsn agreement on security procedures for the exghah classified
information is in place since October 2004 between the EU and Bosnia and Herzegovina. The
agreement was ratified in February 2006 amdered into force on May 2006. The
agreement was amended in OctoB8A8 The agreemenapplies to clasified information

and materials in any form, either delivered or exchanged between the EU and Bosnia and
Herzegovina. Regular exchanges of classified information, up to the level of EU Restricted,
are taking place.

Regarding theommon security and deface policy (CSDP), the agreement between Bosnia

and Herzegovina and the EU on the establishment of the framework for the country's
participation in both civilian and military crisis management operations entered in force in
2016. Three members of Bosread Herzegovina armed forces are deployed in the EU
Training Mission (EUTM) in the Central African RepubliEhe financing threshold for the

2019 defence budget, as prescribed in the Budget Framework Docume+120&presents

less than 1% of GDP. Currgyy 83% of the budget is used for salaries, and less than 1% goes
to investments. Equipment, weapon systems and infrastructure are not being maintained or
replaced due to lack of funding and a centralised and dysfunctional procurement system. This
also afects the Demining Battalion that is a key player in humanitarian demining and an
essenti al partner for the successful I mpl em
20182025.

5.32. Chapter 32: Financial control

The EU promotes the reform of natédngovernance systems to improve managerial
accountability, sound financial management of income and expenditure, and external audit of
public funds. The financi al control rul es f
fraud in the management BU funds and the euro against counterfeiting.

Bosnia and Herzegovina is at aarly stagein this areaLimited progress was made i
fulfilling last year recommendations, notably in defining a strategic framework on
managerial accountability in publicternal financial control. Detailed strategic documents
need be prepared for each level of government once the framework is adopted. All|central
harmonization units need to strengthen their administrative capacities and monitor the
effectiveness of internaontrol functions in the public sector. The financial and operational
independence of supreme audit institutions must be ensured in practice, particularly in the
Federation entity. The supreme audit institutions should also improve the quality of their
audit reports, and step up their communication efforts to reinforce the public awareness of
their work.

In the coming year, Bosnia and Herzegovina should:
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- adopt a comprehensive common framework on public internal financial control (PIFC)
and managerialc@ountability;

- improve the quality of PIFC monitoring framework and implementation of the PIFC
report recommendations across budget entities;

- ensure the functional, financial and operational independence of supreme audit
institutions (SAls) at all levels of government and the impact of SAls work through
Communication Strategies 202025.

Public internal financial control

A new comprehensive ediumterm strategic framework for PIFC for some levels of
government still needs to be developed by means of the adoption of2QR20PIFC
strategies. The PIFC strategy and its action plan for the-I8tadk institutions have been
adopted by the Counatf Ministers beginning of June 2020. A coordinated monitoring and
reporting framework for all these strategies needs to be put in place. The enabling conditions
for implementing managerial accountability are not yet in place, as the countrywide strategic
framework on public administration is still lacking.

Managerial accountability is not yet embedded in the administrative culture of the public
sector. Across levels of government, basic accountability mechanisms between ministries and
subordinated agenci@se not in place, and effective management of subordinate bodies is not
ensured. While there are rules of procedure at each government level ensuring legal and
financial scrutiny of policies, coordination of policy content with government priorities is
lacking throughout the public administration. Currently, public entities have no strategic plans
with clear objective setting and performance indicators against which managers and staff
members performance is assessed. However, the highly centralised sgétdetision

making hinder efficient implementation of the principle of managagabuntability, with no

clear role for managers at the lower lewsdd Public Administration Refoym

The legal framework for the functioning afternal control is in pla@ at state and entity

|l evel , except in Brl ko District. Ri sk manag
and low level of coordination between different levels of government hampers further this
area. The current laws on internal control lacktHer implementation in the internal
regulations, business processes and management information systems at all levels of
government and in the public enterprises.

Internal audit practicei s regul ated at state andamdnst i ty |
in line with international audit standards. Some progress was noticed in regulating better the
internal audit function at state level. The internal audit function remains to be extended to all
public entities. Internal audit units remain weakly feidfand many of them operate with only

50% of vacancies filled. The majority of the internal auditors are certified, but their value
added in contributing to effective practices remains low across levels of government. Various
decisions regulating improvetkrtification and training programmes on internal audit were
adopted at the state level and in Republika Srpskantity. However, more needs to be done

to increase professional development of agtiiff, especially on risk assessment, using IT

and wok with analytical tools.

Central harmonization units (CHUs) have been established at state and entity levels. The
t hree CHUs, except B r -toksolidai2d iegontsita thejr regpectvp ar e
governments on PIFC implementation. PIFC repodsndt assess risk mitigation. Their
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qgual ity and I mpact on I nternal contr ol
recommendations remain not well implemented across public entities at all levels. CHU
capacity and its institutional mandate remain not geffic to effectively provide
methodological guidance, promote and monitor PIFC reforms across levels of government.
The CHUs should start to implement quality reviews on internal control and internal audit.
Their capacities should be strengthened in o éulfil better their tasks.

External audit

With regard to constitutional and legal framework, while there is no constitutional
anchorage of any of the supreme audit institutions (SAl), the functional, operational and
financial independence of the SAlsalk respective levels of government is regulated in the
specific SAI laws broadly in line with the standards of the International Organisation of
Supreme Audit Institutions (INTOSAI). Instances of executive interference in the budget
setting of SAls haveden observed in practice and particularly so in the Federation entity.

The institutional capacity of SAls needs to be strengthened across levels of government.
The Federation entity faces a particular challenge in ensuring external audit coverage of its
cantonal l evel . Al l SAIl s, except t he SAI of
strategic development plans. SAls should continue to work closely with the prosecution
authorities to see how to best handle instances of possible fraud and corriatidhe SAI
uncovers during an audit.

With regard to thequality of audit work , all the SAls have a broad mandate, which covers
financial, compliance and performance audit. The SAls should consider improvement of the
quality of their audit to bring uphe causes of the identified weaknesses and increase the
number of performance audits.

The impact of the audit work of all SAls is limited. The rate of implementation of audit
recommendations still remains low across levels of government (tbc with datdg Wh
parliaments have procedures in place for examining audit reports, the level of parliamentary
scrutiny to these reports varies across levels of government. The audit results need to be
presented and communicated in a more efficient manner in the epalits and in the media.
Additionally, the SAls should develop communication strategies in order to improve the
impact of their work.

Protection of the EUO6s financi al i nterest s

The legislation at all levels of government ensure some degree atglisalignment as it
covers many el ements of the Directive on
interests by means of criminal law. These include Directive 2017/1371 and its predecessor,

r

€

the Convention on the pr ot anditsipwtocols $uchtahha E UO ¢

the treatment of suspected cases of fraud, money laundering, definitions of active and passive
corruption, misappropriation, the liability of legal persons and related penalties. The scope
and definitions of the offences amet always in line with the Directive: for example in the

case of corruption and misappropriation offence. Further alignment of the legislation is
needed, including on the freezing and confiscation of criminal assets. Effective
implementation and enforcemieof the legislation also needs to be ensured.

An anti-fraud coordination service (AFCOS) to facilitate effective cooperation and
exchange of information with the Commission is not yet in place. Similarly, there is no

corresponding AFCOS network ofauthor i es i nvol ved in the prote
interest. A countrywide anfir aud strategy for the protecti
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needs to be adopted.

While there is no solid traekecord on cooperation with the Commission during
investgations and the reporting on irregularities, the State Investigation and Protection
Agency and the Ministry of Finance and Treasury ensure cooperation orhart ddsis.
Bosnia and Herzegovina does not report on irregularities to the Commission threugh th
Irregularity Management System.

Protection of the euro against counterfeiting

Bosnia and Herzegovina has not ratified the 1929 Geneva Convention for the suppression of
counterfeiting currency. The level of Eatquisalignment for technical aspects neetisbe
determined. The Central Bank has a regulation in place that obliges commercial banks and
other entities to withdraw all suspect banknotes and coins from circulation. However, no
sanctions are imposed for failure to fulfil this obligation. There idegal obligation for

credit institutions and other payment service providers to ensure that euro banknotes and coins
are checked for authenticity and that counterfeitslatected.

5.33. Chapter 33: Financial and budgetary provisions

This chapter covers he rul es governing the funding of
These resources mainly consist of: (i) contributions based on the gross national income of
each Member State; (ii) customs duties; and (iii) a resource based onradidiee tax.

Bosnia and Herzegovina is at aarly stageof preparation in the area of financial and
budgetary provisions. There was progressin strengthening administrative capacities [for
coordination and management of own resources. Significant further effortseaded to
ensure sound capacities, institutionaklgetand cooperation of institutions and bodies tq be
involved in application of the own resources system.

In the coming year, Bosnia and Herzegovina should in particular:
- strengthen the capacity andenaigency cooperation to combat tax and customs fraud;

- reinforce the capacity of the Indirect Tax Authority (ITA) to effectively implement
customs legislation;

- adopt a master plan for production of national accounts for Bosnia and Herzegovina.

The capacity of ITA needs to be improved and it needs to implement an accounting system
for indirect taxes to distinguish recovered
traditional own resources accounting.

Certain aspect svomwVAT,tcdneernisgospenidl sciietnes ahdaexceptions,
remain to be aligned with the EA¢quis.

In terms ofGross National Income (GNI) resourcedefinitions and accounting rules of ESA

2010 are used for compilation of the GNI. Mainly through technical stujpojects, some

good progress on methodological issues and on the coverage of tobsswed economy

has been achieved over the last years. However, a common and coordinated work to develop
an appropriate national accounts system at the level of tbkewbuntry is not yet in place.

This should be given high priority. A master plan for the development of national accounts
needs to be adopted to facilitate development of this system, in line with ESA 2010.

In terms of administrative infrastructurepth human and administrative resources remain
insufficient to ensure full and correct application of EU rules concerning payments into the
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EU budget. Better coordination among administrative structures and implementing rules are
needed to ensure correctdoasting, calculation, accounting, collection, payment and control
of own resources.
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ANNEX | T RELATIONS BETWEEN THE EU AND BOSNIA AND HERZEGOVINA

The Stabilisation and Association Agreement(SAA) entered into force in June 2015.
Bosnia and Herzegovina continued to implement the SAA. Political and economic dialogue
took place regularly via the joint bodies under the agreement, except for the parliamentary
committee (SAPC), which has yet to adopt its rules of proceddies. countryalso
participates in the ministerial dialogue between the economic and finance ministers of the EU
and the candidate countries, where joint recommendations are adopted.

In February 2016 Bosnia and Herzegovagplied for EU membership and in September

2016 , the European Council i nvited the Commi s
application. In May 2019 the Commission adoptedQfsnion (Avis) and accompanying

analytical report. The Opinion identifiedl4 key priorities in the areas of
democracyfunctionality, rule of law, fundamental rights, and public administration reform

that Bosnia and Herzegovina needs to fulfil in order to be recommended for opening EU
accession negotiations. In December 2019, the EU Council welcomed the Opinion and invited

the Commission to focus its annual reports on Bosnia and Herzegovina, starting with the one

in 2020, on the implementation of the key priorities.

Visa liberalisation for citizens ofBosnia and Herzegovina travelling the Schengen area

has been in forceince December 201@ readmission agreement has been in force since
2008. The Commi ssiondés July 2020 third rep
concluded that Bosnia and Herzegovina continues to meet the visa liberalisation benchmarks.

The EU contined to deploy considerable resources in Bosnia and Herzegovina under the
common foreign and security policyand thecommon security and defence policyThe
enhanced presence of the combined Office of the EU Special Representative and the EU
Delegation in Bsnia and Herzegovina has continued to be instrumental in communicating
EU priorities to citizens and in implementing the objectives of the EU agenda in key areas.
The EUFOR Althea military operation remained deployed in the country, assisting on
capacitybuilding and training of the armed forces of Bosnia and Herzegovina in line with the
strategic intent expressed by the defence leadership to develop operational capabilities of dual
use in support of civil authorities for removing physical remnants ooweisaster relief and
deployment in peace support operations overseas. At the same time, EUFOR retained
deterrence capacity teupporta safe and secure environment. The UN Security Council
extended EUFOROGs mandate unt il November 2020

In 2019, Bosnia antHerzegovina aligned itself with 55 out of 90 relevant EU declarations
and Council decisions (61%Jhe country improved its alignment rate in the first half of
2020, with an average of 758osnia and Herzegovina did not align itself with EU Council
decisons on restrictive measureslated to the Russian Federation, Venezustd Syria in
particular A framework agreement on the participation of Bosnia and Herzegovina in EU
crisis management operations is in place since September 2015.

The EU providedinancial assistanceo Bosnia and Herzegovinander thelnstrument for
Pre-accession AssistancdPA) with a total allocation of EUR 530 million in 202020.

The assistance is implemented under direct management by the EU Delegation in Sarajevo.
The 2019 and 2020 action programmes include an EU contribution totalling up to EUR 170
million. As part of the response to the COVID crisis, Bosnia and Herzegovina is benefiting

of EUR 7 million for urgent medical equipment and EUR 73.5 million foraseconomic
recovery measures under IPA IlI; negotiations for macro financial assistance (up to EUR 250
million in loans) are ongoinglfhe EU has supporteflosnia and Herzegovina migration
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management with EUR 60.5 million since 2018 in both IPA and huaran (ECHO) funds.

The adoption of countrywide sector strategies such as on public financial management,
energy, and employment remains a key requirement for Bosnia and Herzegovina to benefit
fully from IPA funding in the future. Bosnia and Herzegovbemefits from the IPA muki
country and regional programmes and participates in three -lboodsr cooperation
programmes, as well as in transnational cooperation programmes.

Bosnia and Herzegovina participates with IPA support in the followbgprogrammes
Horizon 2020, Creative Europe, Fiscalis 2020, Customs 2020, Europe for Citizens, Erasmus+,
Third Programme for the Union's action in the field of health, and the COSME programme.
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STATISTICAL DATA (as of 03.04.2020)

Bosnia and Herzegovina

Basic data Note 2007 2014 2015 2016 2017 2018
Population (thousand) 3844 3831 3825 3516 3510 3503
Total area of the country (km?) 1) 51209 51209 51 209 51 209 51209 51209
National accounts Note 2007 2014 2015 2016 2017 2018
Gross domestic product (GDP) (million national currency) 27 359 28 589 29 905 31376 32778
Gross domestic product (GDP) (million euro) 13988 14 617 15 290 16 042 16 759
GDP (euro per capita) 3650 3980 4 350 4 580 4 780p
GDP per capita (in purchasing power standards (PPS)) 7 450 8 070 8 750 9100 9470p
GDP per capita (in PPS), relative to the EU average (EU-27 = 100) 28.1 29.4 31.1 31.1 31.3p
Real GDP growth rate: change on previous year of GDP volume (%) 1.1 3.1 3.1 3.2 3.1
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 (%) 7.0 7.3 7.5 6.6 7.0
Industry (%) 21.3 21.9 22.6 23.3 23.0
Construction (%) 4.7 4.6 4.6 4.7 4.7
Services (%) 67.0 66.2 65.3 65.4 65.3
Final consumption expenditure, as a share of GDP (%) 107.1 103.8 100.9 98.9 97.4
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Gross fixed capital formation, as a share of GDP (%) 19.5 17.8 17.4 18.0 18.5
Changes in inventories, as a share of GDP (%) -0.4 0.8 2.3 3.0 3.3
Exports of goods and services, relative to GDP (%) 34.0 34.9 35.6 40.1 41.4
Imports of goods and services, relative to GDP (%) 56.6 53.3 52.3 56.4 56.9
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) 85.8 97.2 100.0 104.4 107.6 109.4
Number of active enterprises (number) 64 963 65 800 67 205 68 761b 68 085p
Birth rate: number of enterprise births in the reference period (t) divided by the number of

enterprises active in t (%)

Death rate: number of enterprise deaths in the reference period (t) divided by the number of

enterprises active in t (%)

People employed in SMEs as a share of all persons employed (within the non-financial 714 715 72.0 69.5b 69.1p
business economy) (%)

Value added by SMEs (in the non-financial business economy) (EUR million) 4 406 4701 5043 4 845b 5289p
Total value added (in the non-financial business economy) (EUR million) 6 738 7 168 7 594 7 681b 8 434p
Inflation rate and house prices Note 2007 2014 2015 2016 2017 2018
Consumer price index (CPI), change relative to the previous year (%) 15 -0.9 -1.0 -1.6 0.8 14
**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) -1 046.5 -1014.0 -741.5 -720.3 -696.8 -633.4
Balance of payments current account: trade balance (million euro) -4 335.7 -4 025.7 -3 668.9 -3624.6 -3792.2 -3831.4
Balance of payments current account: net services (million euro) 952.2 868.0 1001.8 1 090.6 11913 1269.7
Balance of payments current account: net balance for primary income (million euro) 342.4 114.4 99.0 20.4 -58.1 -49.4
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Balance of payments current account: net balance for secondary income (million euro) 1994.6 2029.3 1826.6 1793.3 1962.3 1977.7
Net balance for primary and secondary income: of which government transfers (million euro) 179.9 120.9 85.7 44.4 61.7 46.4
**3 year backward moving average of the current account balance relative to GDP (%) -7.1 -5.9 -5.7 -4.7 -4.3
**Five year change in share of world exports of goods and services (%) 0.2 10.8 31.7 29.9
Net balance (inward - outward) of foreign direct investment (FDI) (million euro) 1308.8 400.8 260.1 281.3 329.7 428.3
Foreign direct investment (FDI) abroad (million euro) 47.2 7.4 85.2 2.6 85.1 -16.7
of which FDI of the reporting economy in the EU-27 countries (million euro)

Foreign direct investment (FDI) in the reporting economy (million euro) 1 356.0 408.3 345.3 283.9 414.9 411.6
of which FDI of the EU-27 countries in the reporting economy (million euro)

**Net international investment position, relative to GDP (%) -30.7 -56.7 -54.8 -51.0 -47.1 -43.3
Year on year rate of change in gross inflow of remittances (in national currency) from migrant 6.4 2.9 25 8.5 21
workers (%)

Public finance Note 2007 2014 2015 2016 2017 2018
***General government deficit / surplus, relative to GDP (%) 1.1 -2.0 0.7 1.2 2.6 1.6
***General government gross debt relative to GDP (%) 18.1 41.6 41.9 40.5 36.1 40.8
Total government revenues, as a percentage of GDP (%) 43.6 43.8 43.2 42.7 43.0 43.1
Total government expenditure, as a percentage of GDP (%) 425 45.8 42.6 415 40.4

Financial indicators Note 2007 2014 2015 2016 2017 2018
Gross external debt of the whole economy, relative to GDP (%) 76.2 72.2 71.2 67.5 68.0
Gross external debt of the whole economy, relative to total exports (%) 2.2 2.2 2.0 2.0 1.7 1.6
Money supply: M1 (banknotes, coins, overnight deposits, million euro) 2)3) 2930.7 37378 41828 47555 5405.6 6 209.0
Money supply: M2 (M1 plus deposits with maturity up to two years, million euro) 2) 4) 6111.6 8 829.5 9534.2 10 326.8 11 307.9 12 368.0
Money supply: M3 (M2 plus marketable instruments, million euro)

Total credit by monetary financial institutions to residents (consolidated) (million euro) 2) 5877.6 8422.8 8 623.9 8794.8 9419.3 9964.7
**Annual change in financial sector liabilities (%) 5) 6) 34.1 5.2b 4.6 55 8.3 8.8
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**Private credit flow, consolidated, relative to GDP (%) 5)7) 114 2.0 -2.2 1.2 3.2 3.4
**Private debt, consolidated, relative to GDP (%) gg 7) 49.5 93.3 87.1 84.5 83.3 87.3
Interest rates: day-to-day money rate, per annum (%)

Lending interest rate (one year), per annum (%) 9) 7.17 6.32 5.74 4.97 3.88 3.52
Deposit interest rate (one year), per annum (%) 10) 0.39 0.09 0.09 0.09 0.06 0.05
Euro exchanger at es: average of period (1 euro = 1.956 1.956 1.956 1.956 1.956 1.956
Trade-weighted effective exchange rate index, 42 countries (2005 = 100) 11) 94 101 100 101 102 104
**3 year change (T/T-3) in the trade-weighted effective exchange rate index, 42 countries 11) 2.8s 1.5s 14s 0.8s 3.6s
(2005 = 100)

Value of reserve assets (including gold) (million euro) 34249 4001.2 4400.3 4873.2 5427.0 5944.1
External trade in goods Note 2007 2014 2015 2016 2017 2018
Value of imports: all goods, all partners (million euro) 8283 8 105 8 263 9298 9 855
Value of exports: all goods, all partners (million euro) 4440 4 595 4815 5653 6 085
Trade balance: all goods, all partners (million euro) -3 843 -3510 -3448 -3 646 -3770
Terms of trade (export price index / import price index * 100) (number) 12) 100.3 102.5 104.1 103.8 105.4
Share of exports to EU-27 countries in value of total exports (%) 715 70.9 71.0 70.4 72.2
Share of imports from EU-27 countries in value of total imports (%) 58.0 59.9 61.1 60.0 59.7
Demography Note 2007 2014 2015 2016 2017 2018
Crude rate of natural change of population (natural growth rate): number of births minus -0.3 -1.5 -1.8 -2.0

deaths (per thousand inhabitants)

Infant mortality rate deaths of children under one year of age (per thousand live births) 6.8

Life expectancy at birth: male (years)

Life expectancy at birth: female (years)

120




Labour market Note 2007 2014 2015 2016 2017 2018

Economic activity rate for persons aged 207 64: proportion of the population aged 20i 64 that 57.1 59.2 59.2 58.8 58.4 58.4

is economically active (%)

*Employment rate for persons aged 201 64: proportion of the population aged 20i 64 that are 40.9 43.2 43.2 44.2 46.6 47.7

in employment (%)

Male employment rate for persons aged 201 64 (%) 54.2 54.6 53.9 56.4 58.1 59.5

Female employment rate for persons aged 20i 64 (%) 27.8 31.9 324 32.0 35.1 35.8

Employment rate for persons aged 55i 64: proportion of the population aged 55i 64 that are 25.0 285 28.2 29.7 325 32.6

in employment (%)

Employment by main sectors

Agriculture, forestry and fisheries (%) 171 17.9 18.0 18.9 15.7

Industry (%) 221 22 22.7 222 235

Construction (%) 7.9 7.5 8.6 7.3 8.7

Services (%) 52.9 52.6 50.8 51.6 52.1

(Po/e;JpIe employed in the public sector as a share of total employment, persons aged 201 64 13) 17.3 19.9b 20.0 17.8 18.4 18.4
(]

(Po/e;>ple employed in the private sector as a share of total employment, persons aged 20i 64 13) 82.7 80.1b 80.0 82.2 81.6 81.6
0

Unemployment rate: proportion of the labour force that is unemployed (%) 29.1 27.6 27.9 25.5 20.7 18.5

Male unemployment rate (%) 26.8 25.3 25.9 22.6 19.0 17.3

Female unemployment rate (%) 33.1 31.2 30.9 30.2 23.3 20.5

Youth unemployment rate: proportion of the labour force aged 1571 24 that is unemployed (%) 58.4 62.7 62.3 54.3 45.8 38.8

Long-term unemployment rate: proportion of the labour force that has been unemployed for 25.1 234 22.8 21.7 17.0 15.2

12 months or more (%)

Unemployment rate for persons (aged 25i 64) having completed at most lower secondary 31.3 31.6 27.7 26.2 19.5 19.1

education (ISCED levels 0-2) (%)

Unemployment rate for persons (aged 25i 64) having completed tertiary education (ISCED 10.0 17.2 16.4 18.9 14.6 13.9

levels 5-8) (%)

Social cohesion 2007 2014 2015 2016 2017 2018

| Note |
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Average nominal monthly wages and salaries (national currency) 14) 645 830 830 838 851 879

Index of real wages and salaries (index of nominal wages and salaries divided by the 14) 109.7e 102.4e 102.1e 103.1e 1014 103.8

inflation index) (2010 = 100)

GINI coefficient 15) 34 31

Poverty gap 15) 18.4

*Early leavers from education and training: proportion of the population aged 18i 24 with at 11.3 5.8 5.2 4.9 5.1 5.4

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 (hnumber per thousand population) 171.7 209.1 216.7 245.0 252.0 262.9

Number of mobile phone subscriptions relative to population size (number per thousand 637.6e 920.7 887 981.1 981.7 989.9

population)

Mobile broadband penetration (per 100 inhabitants) 30.1 36.2 40.4 43.4 52.7

Fixed broadband penetration (per 100 inhabitants) 15.4 18.0 18.8 18.9 19.8

Infrastructure Note 2007 2014 2015 2016 2017 2018

Density of railway network (lines in operation per thousand km?) 20.0 20.1 20.1 20.0 20.0 20.0

Length of motorways (kilometres) 28 128 128 163 172 198

Innovation and research Note 2007 2014 2015 2016 2017 2018

Public expenditure on education relative to GDP (%) 4.3

*Gross domestic expenditure on R&D relative to GDP (%) 0.24 0.22 0.24 0.20 0.20

((l:-;/o)vernment budget appropriations or outlays on R&D (GBAORD), as a percentage of GDP 0.05 0.05 0.04 0.04 0.06
0

Percentage of households who have internet access at home (%) 10.9 61.5b 66.0 69.2

Environment Note 2007 2014 2015 2016 2017 2018

*Index of greenhouse gas emissions, CO, equivalent (1990 = 100) 54.9 76.1
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Energy intensity of the economy (kg of oil equivalent per 1 000 euro GDP at 2010 constant 446.2 445.7 472.7 457.3

prices)

Electricity generated from renewable sources relative to gross electricity consumption (%) 445 41.1 40.4 275

Road share of inland freight transport (based on tonne-km) (%) 16) 76.6 78.9

Energy Note 2007 2014 2015 2016 2017 2018
Primary production of all energy products (thousand TOE) 4 306 4 367 4742 4624

Primary production of crude oil (thousand TOE) 0 0 0 0

Primary production of solid fuels (thousand TOE) 3073 3165 3520 3612

Primary production of gas (thousand TOE) 0 0 0 0

Net imports of all energy products (thousand TOE) 1693 2083 2133 2299

Gross inland energy consumption (thousand TOE) 6 003 6 183 6 767 6 754

Gross electricity generation (GWh) 17 023 16 438 17 767 16 438

Agriculture Note 2007 2014 2015 2016 2017 2018
Agricultural production volume index of goods and services (at producer prices) (2010 = 100)

Utilised agricultural area (thousand hectares) 17) 1751e 1711e 1733e 1781e 1762e 1 780e
Livestock numbers: live bovine animals (thousand heads, end of period) 468e 444e 455e 455e 445e 438e
Livestock numbers: live swine (thousand heads, end of period) 535e 533e 564e 545e 548e 542e
Livestock numbers: live sheep and live goats (thousand heads, end of period) 1103 1099 1093 1091 1090 1086
Raw milk available on farms (thousand tonnes) 719e 720e 724e 704e 700e
Harvested crop production: cereals (including rice) (thousand tonnes) 18) 1038e 1082e 1138e 1658e 1163e 1 744e
Harvested crop production: sugar beet (thousand tonnes) 0 0 0 0 0 0
Harvested crop production: vegetables (thousand tonnes) 255e 229 280e 361le 292e 299

Source: Eurostat and the statistical authorities in Bosnia and Herzegovina
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1)
2)
3)

4)

5)
6)

7
8)
9)

10)
11)
12)
13)

: = not available

b = break in series

e = estimate

p = provisional

s = Eurostat estimate

* = 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.

Footnotes

Inland waters estimated at 210 km?2.
Based on IMF monetary and financial statistics manual, 2000.

M1 money supply comprises cash outside banks and transferable deposit in domestic currency of all domestic
sectors (except central government deposits).

M2 money supply is comprised of money supplies, M1 money and QM quasi money. QM money supplies cover other
deposits in domestic currency, transferable and other deposits in foreign currency of all domestic sectors (except the
deposits of the central government).

Data for monetary financial institutions.

2018: includes data for the central bank and other banks for the end of December 2018, while data for other financial
institutions are given for the end of June 2018.

2018: 2017 data have been used for GDP
2007: debt excludes external private sector debt.

Short-term lending rates in national currency to non-financial corporations (weighted average). 2018: data for
November 2018.

Demand deposit rates in national currency of households (weighted average). 2018: data for November 2018.
Calculation of effective exchange rate indices is against a group of 21 most important trading partners. 2015 = 100.
Based on Paasche export and import unit values.

2007: the public sector includes NACE Rev. 1.1 Sections L, M and N while the private sector includes other NACE
Sections. 2014-2018: the public sector includes NACE Rev. 2 Sections O, P and Q while the private sector includes
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other NACE Sections.
14) Net earnings.
15) Total household consumption expenditure is used for the calculation, instead of Income.
16) Data not collected on inland waterways. Road share of inland freight transport based on road and rail transport only.

17) The utilised agricultural area consists of arable land, kitchen gardens, permanent crops and permanent grassland as
cadastral data (not as UAA).

18) 2007: excluding triticale and buckwheat. 2017 and 2018: excluding rice.

125



	1. Introduction
	1.1. Context
	1.2. Summary of the report

	2. Fundamentals first: political criteria and rule of law chapters
	2.1. Fundamentals first: Functioning of democratic institutions and Public Administration Reform
	2.1.1. Democracy
	2.1.2. Public administration reform
	2.2.1. Chapter 23: Judiciary and fundamental rights
	2.2.2. Chapter 24: Justice, freedom and security

	3. Fundamentals first: economic development and competitiveness
	3.1. The existence of a functioning market economy

	4. Good neighbourly relations and regional cooperation
	5. Ability to assume obligations from membership
	5.1. Chapter 1: Free movement of goods
	5.2. Chapter 2: Freedom of movements for workers
	5.3. Chapter 3: Right of establishment and freedom to provide services
	5.4. Chapter 4: Free movement of capital
	5.5. Chapter 5: Public procurement
	5.6. Chapter 6: Company law
	5.7. Chapter 7: Intellectual property law
	5.8. Chapter 8: Competition policy
	5.9. Chapter 9: Financial services
	5.10. Chapter 10: Information society and media
	5.11. Chapter 11: Agriculture and rural development
	5.12. Chapter 12: Food safety, veterinary and phytosanitary policy
	5.13. Chapter 13: Fisheries
	5.14. Chapter 14: Transport policy
	5.15. Chapter 15: Energy
	5.16. Chapter 16: Taxation
	5.17. Chapter 17: Economic and monetary policy
	5.18. Chapter 18: Statistics
	5.19. Chapter 19: Social policy and employment
	5.20. Chapter 20: Enterprise and industrial policy
	5.21. Chapter 21: Trans-European Networks
	5.22. Chapter 22: Regional policy and coordination of structural instruments
	5.25. Chapter 25: Science and research
	5.26. Chapter 26: Education and culture
	5.27. Chapter 27: Environment and climate change
	5.28. Chapter 28: Consumer and health protection
	5.29. Chapter 29: Customs union
	5.30. Chapter 30: External relations
	5.31. Chapter 31: Foreign, security and defence policy
	5.32. Chapter 32: Financial control
	5.33. Chapter 33: Financial and budgetary provisions
	Annex I – Relations between the EU and Bosnia and Herzegovina


