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WHISTLEBLOWERS

. Introduced | Significant Certain No
Recommendations: .
inthe WB: | progress progress progress

The concept of “authorized body” and the relationship between inter- 2015 J
nal and external whistleblowing should be specified.
Criminal offences in connection with whistleblowing, as well as any spe-
cial penal responsibility for the grave violations of the rights of whistle- 2015 V
blowers should be appropriately envisaged.
Introduce rules on remuneration of whistleblowers to effectuate the 2017 J

purposes of this Law

The Law on the Protection of Whistleblowers (hereinafter:
the Law) entered into force on 4 December 2014 and has
been in application since 5 June 2015.

The Law regulates whistleblowing, the whistleblowing pro-
cedure, the rights of whistleblowers, the obligations of the
state and other bodies and organizations, and legal entities
and individuals in connection with whistleblowing, as well
as other issues of importance for whistleblowing and the
protection of whistleblowers.

The Law prohibits retaliation against whistleblowing and
protects all persons in work engagement. Besides whistle-
blowers, under certain conditions, the Law also protects
persons connected to the whistleblower, as well as any
person wrongly labelled as a whistleblower, holders of
public office, and persons seeking information regarding
a specific whistleblowing case. The Law also envisages the
protection of the whistleblowers’ personal data. Abuse of
whistleblowing is prohibited.

Whistleblowing can be internal (disclosure to the employer),
external (disclosure to an authorized body) or public (dis-
closure of information to the media, through the Internet,
at public meetings, or in any other manner in which infor-
mation can be made available to the public). The employer
and the authorized body are also obliged to act based
on anonymous tips regarding the disclosed information,
within their authority.

In the European Union, whistleblowing through non-gov-
ernmental organizations and trade unions is a key element
in ensuring the protection of workers and citizens, as well
as in strengthening the transparency and accountability of
institutions and the economy. The inclusion of these mech-

anisms in the legal framework of Serbia would contribute
to the improvement of the fight against corruption and the
strengthening of the rule of law, following European stand-
ards and best practices.

In order to ensure the protection of whistleblowers, it is
necessary to determine the duration of the procedure, that
is, establish the maximum possible period for the duration
of the procedure. A clearly defined time frame allows com-
plaints to be dealt with properly, reduces the risk of delays
and ensures that whistleblowers receive protection and
support in a timely manner. In this way, trust in the legal
system is strengthened and citizens are more willing to
report irregularities, which is essential for the fight against
corruption and illegal actions.

External whistleblowing starts with disclosing information
to an authorized body, but the Law does not specify which
body.

The Law envisages judicial protection of whistleblowers. A
claim must be filed within six months of the date of learn-
ing of the undertaken adverse action (subjective term), and
within three years from the date when the adverse action
toward the whistleblower was taken (objective term).

European regulations, such as the EU Whistleblower Direc-
tive and the German Supply Chain Due Diligence Act (LkSG),
have a significant impact on improving the protection of
whistleblowers and can serve as a model for the further
development of Serbian legislation, especially in creating
a more comprehensive and effective whistleblower sys-
tem. The directive’s requirement that companies establish
a reporting system, combined with LkSG's focus on supply
chain monitoring, has led to the development of unique
reporting systems that satisfy both internal and external
mechanisms. This synergy has resulted in improved com-
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munication and transparency for whistleblowers, as well
as a reduced technical and organizational burden on the
reporting system. These regulations also share common
goals, such as drawing attention to abuses and promoting
responsible reporting. Although there are technical differ-
ences between the two laws, such as the requirement for
external reports in the LkSG, overall, the EU Whistleblower
Directive and the LkSG have created a better environment
for whistleblowers, with reporting systems in place and the
necessary entities to ensure their protection and support.

In particular, the new EU Whistleblower Protection Direc-
tive, which was adopted in 2019, sets standards for the
protection of whistleblowers within the European Union,
obliging member states to introduce effective mechanisms
for the reporting and protection of whistleblowers.

Also, LkSG orders companies with at least 1,000 employees
to take responsibility for human rights and environmen-
tal protection within their supply chains. The LkSG obliges
German companies to establish effective whistleblowing
mechanisms to ensure that violations of human rights and
environmental standards in supply chains can be reported
and adequately addressed. Furthermore, the EU CSDDD
(EU Corporate Sustainability Due Diligence Directive) fur-
ther expands the obligations of companies to include
mechanisms for gathering information through whistle-
blowing especially in the context of sustainability and
social responsibility.

The appeal mechanisms provided for in the CSDDD are also
a key part of the new requirements, including the source of
information for mapping purposes. Although the directive
expressly provides for a link with the whistleblowing directive,
existing whistleblowing schemes are unlikely to cover all the
requirements of the regulation and will need to be updated.

The aforementioned improvements have established com-
prehensive reporting mechanisms, reducing organiza-

tional burden and increasing transparency for whistleblow-
ers and complainants.

Bearing in mind that there were no changes in the legisla-
tive framework in this area, including by-laws, there was no
closer definition of the concept of authorised body, nor the
relationship between internal and external whistleblowing.
In the same context, criminal offences related to whistle-
blowing were not foreseen in the previous period, as well
as rules on rewarding whistleblowers were not introduced.

Existing reporting systems may not meet all the require-
ments of the new regulations. On the other hand, there
was no amendment of the Criminal Code, where, as an
alternative to the option mentioned above, such crim-
inal acts would be prescribed especially with respect
criminal acts against environment and health of people,
corruption.

The integration of reporting systems for internal and ex-
ternal complaints can be challenging, making it difficult
to implement effective safeguards.

Whistleblowers continue to face the risk of retaliation.
Although the law provides protection, practice shows
that retaliation still occurs, creating uncertainty for po-
tential whistleblowers.

Existing laws may not provide enough protection for
whistleblowers from retaliation and other negative
consequences.

Although the adoption of this Law was a significant step,
some provisions are contradictory or incomprehensible,
and in some segments the Law should be more precise.

It is necessary to harmonise the Serbian law on the protection of whistleblowers with the EU Whistleblower
Directive and supply chain regulation in order to ensure adequate protection of whistleblowers in accordance
with the best European practices. This includes revising and amending the law to cover all types of embezzlement,
including those within supply chains. To that end, it is necessary to better prescribe the criteria that must be
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met by the application channels, specifically ensure better application security, as well as the introduction of
deadlines that are currently missing, such as the deadline by which the procedure should be completed. It would
also be useful to ensure the possibility of reporting not only within the legal entity to which the report refers,
but also that it is possible to do it through external institutions. It can also be added that the EU Directive has an
established system where competent authorities can determine the priority of the case, thereby ensuring more
efficient operation of the system.

o Increase cooperation with international organisations to ensure compliance with global whistleblower protection
standards. Sharing experiences and best practices can help improve the national framework for whistleblower
protection.

o Continue to educate judges, prosecutors, lawyers and employed persons about the rights and obligations under
the Whistleblower Protection Law, as well as the best practices related to the protection of whistleblowers, thereby
making the legal provisions clearer and more understandable. This will contribute to a better understanding of
the law and increase confidence in the system.

o Update existing reporting mechanisms to cover all the needs of the new legislation and enable reporting of
irregularities within supply chains. This includes technical and logistical support for establishing and maintaining
the reporting system.

© Provide appropriate technical and logistical support for the establishment and maintenance of the application
system. This implies the development of digital platforms that enable simple and safe reporting of irregularities
where any person in the most efficient manner, in plain language can make a claim.

top J
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LAW ON PUBLIC NOTARIES

Recommendations:

Enable the disposition of clients’ requests toward the cadastre in sit-
uations when the delivery of the document is carried out by a public
notary ex officio.

Reducing charges for services provided by public notaries, and their
harmonization with the purchasing power of companies and natural
persons.

Further improvements in communication between the public notaries
and the cadastre of real estate, including the possibility for notaries to
initiate registration of leases on buildings (when applicable)

Unification of the practice of notary publics to obligatory implementa-
tion of the opinions of the Chamber of Notary Publics.

Preventing notaries from denying verification due to circumstances
that they are not obliged by law to determine for a certain form of

Introduced | Significant Certain No

in the WB: progress progress progress
2019 v
2017 Vv
2020 v
2020 v
2021 Vv

certification.

Since the entry into force of the Law on Public Notaries
(“Official Gazette of RS”, Nos. 31/2011, 85/2012, 19/2013,
55/2014 - other law, 93/2014 - other law, 121/2014, 6/2015,
and 106/2015), the institution of public notaries has sig-
nificantly contributed to legal certainty and the effi-
ciency of transactions in the territory of the Republic
of Serbia. Based on observations of the work of public
notaries so far, it is possible to objectively assess their
impact on the legal system. The main characteristics of
the current state include:

Relief of the courts: With the introduction of public no-
taries, the burden on courts has been significantly re-
duced, as certain activities that were previously within
the jurisdiction of the courts (such as the notarization of
contracts and other documents, handling probate pro-
cedures, etc.) have been transferred to public notaries.

Legal certainty: Public notaries play a key role in en-
suring legal certainty in legal transactions, especially
in areas such as real estate transactions, the estab-
lishment of pledge rights, and the conclusion of oth-
er contracts. Public notaries conduct legality checks
of the legal transaction that is the subject of notari-
zation, as well as checks related to the parties them-
selves, i.e., whether the parties have the appropriate
authority to conclude contracts and dispose of their
rights under the agreed conditions.

Availability of services: Over time, the number of public no-
taries has significantly increased, providing greater access
to their services for economic entities. Improved geograph-
ical coverage facilitates access to these services and allows
for quicker scheduling of notarization appointments.

Technological improvements: The implementation of
modern technologies, including networked databases
and communication platforms with other state bodies,
has enhanced the efficiency of public notaries’ work.
This digitalization has shifted the burden of collecting
additional documentation for notarization purposes
from the parties to the public notaries, speeding up
transactions and reducing costs for the parties.

Challenges and problems: Despite significant progress,
there are certain inconsistencies in the application of
the law, as well as a need for additional education and
training, along with further improvement of the tech-
nologies used in the work of public notaries.

The current state of the public notary system in Serbia
reflects a high level of stability and successful integration
into the legal framework, significantly contributing to legal
certainty and transaction efficiency.

With the adoption of the Law on the Procedure for Registra-
tion in the Real Estate and Infrastructure Cadastre (“Official



Gazette of RS”, Nos. 41/2018, 95/2018, 31/2019, 15/2020, and
92/2023) and the Law on Electronic Documents, Electronic
Identification and Trust Services in Electronic Business (“Offi-
cial Gazette of RS", Nos. 94/2017, and 52/2021"), public nota-
ries have become so-called “obligatory submitters” to the
Real Estate and Infrastructure Cadastre. This means that public
notaries are obliged, within 24 hours of notarizing documents
suitable for registration in the real estate cadastre, to electron-
ically submit these documents to the real estate cadastre for
the registration of rights and to issue a certificate to the par-
ties. These procedures have significantly accelerated the pro-
cess of implementing changes in the real estate cadastre and
reduced therisk of parties influencing the transaction through
unauthorized disposals aimed at preventing the implementa-
tion of changes in the real estate cadastre.

Public notaries have also taken on the obligation to sub-
mit tax return for the determination of taxes on the trans-
fer of absolute rights, inheritance, and gift taxes, as well as
property tax return related to transactions subject to nota-
rization to the real estate cadastre. The real estate cadastre
subsequently forwards these tax returns to the competent
tax authorities.

Since January 1, 2021, all documents submitted to the real
estate cadastre must be submitted exclusively in electronic
form via the e-counter, reducing the use of paper docu-
mentation and simplifying the process before the cadastre
itself. Parties can now complete everything in one place
with the public notary - from the notarization of docu-
ments and registration in the real estate cadastre to the
submission of tax declarations.

One of the primary issues that has arisen in practice is the
issue of fees for public notary services. These fees are sig-
nificantly higher compared to the fees that courts and
municipalities used to charge for the same services. A par-
ticular increase in costs has been noted in the notarization
of pledge statements, where fees can reach several thou-
sand euros.

In practice, an additional problem has been identified in
the interpretation of the provisions regarding the maxi-
mum fee that public notaries can charge, particularly in
transactions exceeding RSD 386,000,000. The general rule
is that in the case of notarizing preliminary agreements,
annexes to contracts, as well as terminations of preliminary
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agreements or contracts, the notary fee is calculated at 50%
of the total fee for the entire transaction. According to the
public notary tariff, the maximum fee a notary can charge
for a transaction is RSD 600,000 plus VAT. However, in these
situations, public notaries interpret that the maximum fee
limit applies to each individual action within a single trans-
action. This has practically led to a significant increase in
costs for the parties, who had to pay double fees compared
to what they would have paid if only the contract had been
notarized. For example, if the contracting parties decide to
conclude a preliminary agreement before the contract, and
the value of the transaction exceeds RSD 386,000,000, the
notaries will charge RSD 600,000 + VAT for the preliminary
agreement and again for the contract. In these cases, the
notary fee amounts to RSD 1,200,000 + VAT.

Furthermore, to establish more efficient communication
between public notaries, the real estate cadastre and the
tax administration, itis necessary to continue the process of
digitalization and networking of public notaries with state
institutions. In the current system, after notarizing the doc-
ument that effectuates changes in the real estate cadastre,
the public notary is obliged to electronically enter all doc-
uments into the application for communication with the
cadastre and tax administration. However, apart from the
digital entry of documents, the public notary must manu-
ally enter all relevant data from the documentation, which
is then manually entered again by the real estate cadastre
officials. This process requires simplification to avoid dupli-
cation of work and improve efficiency, as in practice, the
real estate cadastre often takes the longest time to imple-
ment the appropriate changes.

Existing legal solutions have also brought new practical
problems. In situations where the notary is officially sub-
mitting the document, the party in whose favor the regis-
tration in the real estate cadastre is being made no longer
has the option to withdraw, modify, or delay the submis-
sion of the notarized document (such as a cancellation
permit that can be used for the disposal of an unused
mortgage). This situation is not in line with the practice of
comparative legal systems in neighboring countries, where
parties are allowed greater flexibility in these procedures.
Although this problem has existed for some time, little has
been done so far to resolve it.

Additional problems include inconsistent practices among
public notaries and the requirement of certain notaries for
additional documentation or the fulfillment of conditions
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during notarization that are not explicitly prescribed by  tions, as during contract negotiations, they often have to
law. This practice leads to legal uncertainty and unpredict-  consult with public notaries to confirm whether certain
ability, making it difficult for parties to plan their transac-  contract provisions would be acceptable for notarization.

FICRECOMMENDATIONS

© Reduce public notary service fees and adjust them to the financial capacities of citizens and businesses.
= Improve and more efficiently integrate communication between public notaries and state authorities.

o Allow parties to control their requests regarding the real estate cadastre in cases where the notary, as the
obligatory submitter, submits a request on their behalf.

© Allow public notaries to initiate certain rights registrations in the real estate cadastre (e.g., lease rights registration),
as is the case in certain comparative European legal systems.

© Standardize the practice among public notaries and ensure consistent application of the Public Notary Chamber’s
guidelines.

© Prevent notaries from refusing notarization for reasons not legally prescribed as grounds for refusal.

o Prescribe effective mechanisms that parties can use to ensure consistent and uniform practices among public
notaries.

T top



TAX

Serbia did not react to ongoing changes in the global tax
system, and there are no significant changes in domestic
tax regulations

Significant changes in the area of taxation that are taking
place at the international level, such as OECD Pillar 2 initiative
for introduction of the global minimum corporate income
tax of 15% which was endorsed and implemented by a
number of developed countries, introduction of CBAM (Car-
bon Border Adjustment Mechanism) at EU level and other,
directly and indirectly impact also Serbian tax system and
taxpayers. These changes may lead to decrease of the attrac-
tiveness of tax incentives offered by Serbia to foreign inves-
tors, as well as changes of conditions and/or increase of costs
of doing business of local companies that are part of large
international groups and/or which have significant export
activities. In contrast to a number of other countries in the
region and in the EU, which are adjusting their tax systems
in response to current and upcoming changes, there is no
indication that local tax laws will be changed in that respect.

Unfortunately, there were no significant changes of the
domestic tax laws, except in relation to improvement of
the electronic invoicing system and resolving problems
and issues arising in practice. Improvement of the elec-
tronic invoicing system will contribute to better and easier
reporting on one side, and more precise and comprehen-

Recommendations:
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sive insight of the Tax Administration in business activities
of companies on the other side. However, taxpayers are fac-
ing the challenge to timely respond to these changes and
adjust their business information systems, which requires
significant time and resources.

New law on electronic delivery notes is currently being pre-
pared, which should further contribute to digitalization od
business activities of companies and long term increase of
efficiency and costs reduction.

With regard to customs regulations, Serbia concluded last
year the Free Trade Agreement with China which came into
force in July this year.

Since domestic tax regulations did not change, there were
no significant improvements in tax legislation with regards
to tax issues that the Foreign Investors Council raised in
prior years. We still do not see the willingness and open-
ness for dialogue on the side of the Government. The Work-
ing Group tasked for implementing the recommendations
contained in the FIC White Book was not active in the area
of taxation neither. Notwithstanding that, FIC will continue
to fight for continuation of the dialogue and improvement
of the tax legislation and practice, along with higher trans-
parency and timely public presenting of planned amend-
ments of the tax laws.

Cancel or amend the controversial opinions of the Ministry of Finance

on the tax treatment and documenting of reimbursement of employ-

ees’ commuting expenses.

Supplement the CIT Law with provisions to regulate taxation of com-
pany restructuring, treatment of liquidation or bankruptcy remainder
that is below the threshold of invested capital, and through by-laws,

provide guidelines on taxation of permanent establishments. Consist-

Introduced | Significant Certain No

in the WB: progress progress progress
2019 Vv
2010 V

ent interpretation and application of the domestic tax law and 176 pro-
visions of the international tax treaties on transactions with a foreign

element should be ensured.
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Recommendations:

Aligning domestic practices with respect to withholding tax with the
best international practices and definitions applied in the relevant inter-
national treaties, (especially with respect to the treatment of proprie-
tary software licensing). Introduce monthly, quarterly or annual filing of
tax returns for withholding tax on services, in accordance with custom-
ary international practices, instead of filing a tax return for each taxa-
ble transaction separately. Also, confirmation on paid withholding tax
should be automatically generated in the Tax Administration’s system
and obtained upon filing and payment of withholding tax, rather than
through a separate procedure.

Revisit the currently applicable rule that only paid taxes are recognized
as an expense in the tax balance sheet and align the above provision
with the IFRS rules that do not impose the payment of taxes as a condi-
tion for their recognition as an expense in the Profit and Loss Account.
Introduce tax incentives for investments in fixed assets amounting to less
than RSD 1 billion in the form of a tax credit or reduced corporate income
tax rate over a certain period, and in proportion to the amount invested.
Introduce detailed tax depreciation rules which will allow for the proper
classification and depreciation of specific assets such as windmills, oil
rigs etc. in accordance with their economic and useful life. Revise the CIT
Law and Rulebook governing regulations on the classification of fixed
assets by groups and the manner of determining depreciation for tax
purposes to resolve the following issues: - Tax depreciation expenses
should be recognized for fixed assets acquired before 2013 (present in
the accounting records on 1 January 2013) whose individual value at the
time of purchase did not exceed the amount of the average gross salary
of an employee in Serbia. We suggest that this change be implemented
in the Rulebook governing regulations on the classification of fixed
assets by groups and the manner of determining depreciation for tax
purposes. - Further clarify the method of calculation and recognition of
tax depreciation costs for the first group of fixed assets, as at 31 Decem-
ber 2003 that caused numerous dilemmas and controversial interpreta-
tions in practice. - In case of acquisition of a bankruptcy debtor as a legal
entity, tax depreciation should be calculated based on a proportionate
share of the purchase price allocated to relevant assets.

Prescribe that the historical cost model should apply for taxation pur-
poses to assets for which the IFRS provides a free choice between
historical cost and fair value accounting, irrespective of the chosen
accounting method, to ensure the uniform and equitable tax treatment
of taxpayers. However, if the intention is to allow application of the
fair value model for taxation purposes, amend the rules relating to tax
deductibility of impairment expenses, so that it is clear that decreases
in the fair value of assets accounted for under the fair value model are
not a nondeductible impairment, and so that fair value increases and
decreases are treated equitably.

Align the CIT law with accounting requirements set by new standards,
including IFRS 9.

Introduced | Significant

inthe WB:

2012

2010

2014

2015

2017

2023

progress

Certain
progress

No
progress
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Introduced | Significant Certain No
in the WB: progress progress progress

Since the corporate income tax application and accompanying forms
are submitted through the eTaxes portal, taxpayers should be allowed

to submit transfer pricing reports in the same way. In this way, the cost

2022 v

of printing and storing reports in paper form would be avoided, the
quality of data related to the determination of tax liability would be

improved, and the reports would be more easily accessible.

The taxation of companies in Serbia is governed by the Law
on Corporate Income Tax (hereinafter: the CIT Law) and rat-
ified international agreements. The implementation of cer-
tain provisions of the CIT Law is regulated by several by-laws.

During 2024 there were no amendments of CIT law nor its
bylaws. Upon the ending of this White Book edition, Minis-
try of Finance announced public consultations on the Draft
Law on Amendments to the Corporate Income Tax Law,
which will be addressed in the next White Book edition.

There were no changes to the Corporate Income Tax Law
and related bylaws and hence no progress was made with
respect to previously identified problems and issues.

In 2019, the Ministry of Finance issued a few opinions
on the tax treatment and documentation of reimburse-
ment of employees’ commuting expenses that caused
a negative backlash from the business community and
legal uncertainty among taxpayers. The opinions in-
troduce cumbersome requirements for documenting
these expenses, which is contrary to labour and tax laws,
to the stance taken by the Supreme Court of Cassation
and some previous opinions of the Ministry of Finance.
As such, these opinions should be cancelled or amend-
ed without further delay.

The lack of regulations or their vagueness with respect
to certain situations and issues lead to different inter-
pretations consequently causing problems for taxpay-
ers in practice. Specifically, the provisions governing
the taxation of a permanent establishment are still in-
complete and insufficiently clear; the CIT Law does not
contain provisions regulating the taxation of company

restructuring or provisions governing the treatment of
losses arising from the liquidation or bankruptcy estate
surplus. Consistent interpretation and application of the
domestic tax law to transactions with a foreign element
and of double tax treaties is increasingly important con-
sidering the ratification of the Multilateral Convention.

Occasionally, interpretations by the Ministry of Finance
pertaining to withholding tax differ from provisions of
the relevant double tax treaties and best internation-
al practices, especially in cases of proprietary software
licensing. This leads to legal uncertainty and increases
the tax burden for taxpayers, contrary to the rights pro-
vided in the relevant double tax treaties. Also, filing sep-
arate tax returns for withholding tax on services for each
taxable payment of income subject to withholding tax is
an administrative burden for businesses. Finally, the pro-
cedure for obtaining confirmation of paid withholding
tax should be simplified and streamlined. In addition,
taxpayers are faced with disproportionately long re-
solving tax issues procedures, such as making a decision
on the (non) existence of the obligation to pay capital
gains tax with an element of foreignness. Consequent-
ly, this puts taxpayers in a situation where the realized
funds, received through a non-resident account, cannot
be taken out of the Republic of Serbia due to the slow
action of the tax authorities, which again has the con-
sequence of creating an unfavourable business climate.

New rules on tax depreciation were introduced for new-
ly acquired non-current assets from 1 January 2019.
However, tax depreciation rules applicable to non-cur-
rent assets acquired before 2019 remained largely
unchanged since 2004, and their application in the
contemporary business environment causes many diffi-
culties and problems. Also, properly regulating the clas-
sification and depreciation of specific assets (e.g. wind-
mills, oil rigs etc.) is particularly important.

Provisions of the law pertaining to the method for calcu-
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lating tax depreciation for assets acquired before 2019
continuously create discrepancies and permanently un-
recognized expenses in the tax balance sheet in cases
where, at the moment of disposal of an asset, the cur-
rent accounting value is lower than the current tax value
of that asset, as well as in cases where a fixed asset is
being disposed of, where that asset was not previously
depreciated for tax purposes, as its cost value at the mo-
ment of purchase was lower than the average salary in
Serbia. The Ministry of Finance issued an opinion in 2017
which gave rise to additional dilemmas about the cessa-
tion of tax depreciation for written-off assets.

Tax depreciation is not calculated on fixed assets pur-
chased before changes to the CIT Law from the begin-
ning of 2013, and whose individual value was below the
average gross salary at that time.

During 2015 and the first half of 2016, the Ministry of Fi-
nance published opinions regarding the method of cal-
culation of the cost and recognition of tax depreciation
for the first group of fixed assets on 31 December 2003,
causing numerous dilemmas and controversial interpre-
tations in practice.

The Ministry of Finance issued an opinion in 2017 re-
garding the method of calculation of tax depreciation
of assets in case of acquiring a bankruptcy debtor as a
legal entity, and took the position that tax depreciation
should be calculated in the same way as before the fil-
ing of a bankruptcy petition. We are of the view that this
is a debatable interpretation and that it would be more

appropriate to calculate tax depreciation on the basis of
a proportionate share of the purchase price allocated to
relevant assets.

Accounting regulations, i.e. International Financial Re-
porting Standards (IFRS), provide for the possibility to
either opt for the cost model or the fair value model for
certain types of assets (investment property, biological
assets, and financial assets). The CIT Law does not have
clear rules regarding assets measured at fair value. Unre-
alized gains from the increase of fair value of assets are
taxed before the asset is disposed of, i.e. before the gain
is realized.

The CIT Law does not clearly distinguish between im-
pairment of assets and decrease of fair value of assets
(e.g. investment property), for which the IFRS prescribes
different rules and treatment. As a result, the decrease
of fair value of assets is interpreted as an impairment
expense which is non-deductible until such assets are
sold. On the other hand, every increase of fair value of
assets isimmediately taxable. This results in an unfair in-
crease of taxable income for taxpayers.

Due to the application of IFRS 9 which is mandatory
since 2020, taxpayers are obligated to write-off receiv-
ables that have been outstanding for less than 60 days
and therefore, in accordance with the CIT law, an unrec-
ognized tax expense occurs in the period in which the
write-off is made. As a result, this leads to continuous
temporary differences between accounting and tax val-
ues due to misalignment of the law with the new IFRS.

Cancel or amend the controversial opinions of the Ministry of Finance on the tax treatment and documenting of

reimbursement of employees’ commuting expenses.

Supplement the CIT Law with provisions to regulate taxation of company restructuring, treatment of liquidation
or bankruptcy remainder that is below the threshold of invested capital, and through by-laws, provide guidelines
on taxation of permanent establishments. Consistent interpretation and application of the domestic tax law and
provisions of the international tax treaties on transactions with a foreign element should be ensured.

Aligning domestic practices with respect to withholding tax with the best international practices and definitions
applied in the relevant international treaties, (especially with respect to the treatment of proprietary software
licensing).Introduce monthly, quarterly orannual filing of tax returns for withholding tax on services, inaccordance
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with customary international practices, instead of filing a tax return for each taxable transaction separately. Also,
confirmation on paid withholding tax should be automatically generated in the Tax Administration’s system and
obtained upon filing and payment of withholding tax, rather than through a separate procedure.

Revisit the currently applicable rule that only paid taxes are recognized as an expense in the tax balance sheet
and align the above provision with the IFRS rules that do not impose the payment of taxes as a condition for their
recognition as an expense in the Profit and Loss Account.

Introduce tax incentives for investments in fixed assets amounting to less than RSD 1 billion in the form of a tax
credit or reduced corporate income tax rate over a certain period, and in proportion to the amount invested.

Introduce detailed tax depreciation rules which will allow for the proper classification and depreciation of specific
assets such as windmills, oil rigs etc. in accordance with their economic and useful life. Revise the CIT Law and
Rulebook governing regulations on the classification of fixed assets by groups and the manner of determining
depreciation for tax purposes to resolve the following issues:

Tax depreciation expenses should be recognized for fixed assets acquired before 2013 (present in the account-
ing records on 1 January 2013) whose individual value at the time of purchase did not exceed the amount of
the average gross salary of an employee in Serbia. We suggest that this change be implemented in the Rule-
book governing regulations on the classification of fixed assets by groups and the manner of determining
depreciation for tax purposes.

Further clarify the method of calculation and recognition of tax depreciation costs for the first group of fixed
assets, as at 31 December 2003 that caused numerous dilemmas and controversial interpretations in practice.

In case of acquisition of a bankruptcy debtor as a legal entity, tax depreciation should be calculated based on
a proportionate share of the purchase price allocated to relevant assets.

Prescribe that the historical cost model should apply for taxation purposes to assets for which the IFRS provides
a free choice between historical cost and fair value accounting, irrespective of the chosen accounting method, to
ensure the uniform and equitable tax treatment of taxpayers. However, if the intention is to allow application of
the fair value model for taxation purposes, amend the rules relating to tax deductibility of impairment expenses,
so that it is clear that decreases in the fair value of assets accounted for under the fair value model are not a non-
deductible impairment, and so that fair value increases and decreases are treated equitably.

Align the CIT law with accounting requirements set by new standards, including IFRS 9.

Since the corporate income tax application and accompanying forms are submitted through the eTaxes portal,
taxpayers should be allowed to submit transfer pricing reports in the same way. In this way, the cost of printing
and storing reports in paper form would be avoided, the quality of data related to the determination of tax
liability would be improved, and the reports would be more easily accessible.
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Recommendations:

Repeal oramend the disputed opinion of the Ministry of Finance regard-
ing tax treatment and documentation required for the reimbursement
of commuting costs of employees to and from work and amend the
Law so that the documentation requirement is revoked or harmonized
with the earlier judgment of the Supreme Court of Cassation.

The application of schedular personal income taxation is still in force
and this remains a problem of the Serbian system of taxation of per-
sonal income. Therefore, the Government of Serbia should consider the
introduction of a synthetic taxation system, which is present in many
advanced tax systems.

The recommendation refers to the timely adoption of an appropriate
bylaw that will regulate in detail the issue of per diems for business trips
and reimbursement of expenses.

The recommendation is to clearly define and specify the stance on the
tax treatment of interest-free loans (i.e. loans with interest rates lower
than market rates) granted by employers to employees through amend-
ments to the Law, and to express this stance through an official explana-
tion that would provide greater legal certainty in this regard.

We believe it is necessary to establish cooperation between the Minis-
try of Finance and the Ministry of Labour, Employment, Veterans’ Affairs,
and Social Affairs in order to ensure the proper implementation of rele-
vant regulations, specifically treating compensation for unused annual
leave as compensation for damages (as recognized by the Labour Law)
rather than as income.

Recognizing that social security rights represent one of the funda-
mental social and economic rights of employees or engaged individ-
uals, we emphasize the importance of harmonizing certain provisions
of regulations to enable foreign individuals seconded to work in Serbia
(without establishing an employment relationship) and domestic citi-
zens employed by foreign employers to be registered for mandatory
social security. Additionally, we note that the Republic of Serbia should
expand the network of international agreements regulating social secu-
rity in order toavoid double payment of contributions.

Although progress has been made in terms of electronic communica-
tion, we believe there is significant room for increasing the functionality
of the E-tax platform, as well as communication between taxpayers and
the Tax Administration via email. It is necessary to expand the range of
actions that can be carried out through the E-tax platform and intro-
duce digital profiles for taxpayers.

The recommendation is for the Tax Administration to review and
align the codes for types of income for income of individuals outside
of an employment relationship in accordance with the Law on Social
Contributions.

Introduced | Significant

in the WB:

2020

2008

2017

2017

2017

2017

2020

2023

progress

Certain
progress

No
progress



Recommendations:

In addition to the progress made in taxing freelancers and aligning
the fiscal burden they face with that of taxpayers who have received
the same types of income from payers under the Law, it is necessary
to continue with further positive development of regulations, both in
tax and labour law, in order to adequately regulate the position of indi-
viduals who have valid employment contracts with foreign employers
in accordance with the regulations of the jurisdiction of the entity that
engaged them. It is necessary to clearly define and specify in which
cases and whether there is an obligation to calculate and pay taxes and
contributions based on the lowest base according to the Contract on
Rights and Obligations of Directors when directors do not receive com-
pensation for work in the company and when they are employed by
another employer, or when non-resident individuals are involved. The
recommendation is to clearly specify whether there is an obligation to
determine compensation in these cases, and if so, to establish a mini-
mum amount of compensation (e.g. minimum contribution bases) for
Directors of companies who have concluded contracts outside of an
employment relationship and do not receive compensation for work in
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Introduced | Significant Certain No
in the WB: progress progress progress
2023 Vv

the company.

Taxation of personal income in Serbia is based on the
schedular income tax system which has been abandoned
by many advanced tax jurisdictions as unclear and unfair.

The Personal Income Tax (PIT) Law as the key regulatory
instrument recognizes several categories of taxable income.
Depending on each individual case, personal income tax is
paid: (i) as withholding tax, (ii) based on the decision of the
relevant tax authority or (iii) by self-assessment.

In 2024, there were no significant changes to the Law on
Personal Income Tax, nor to by-laws. As every year, the
non-taxable amounts of personal income tax in dinars and
the amounts of average monthly wages are harmonized.

Upon the ending of this White Book edition, Ministry of
Finance announced public consultations on the Draft Law
on Amendments to the Personal Income Tax Law, which
will be addressed in the next White Book edition.

In 2024, there were no significant changes to the Law on
Personal Income Tax and related by-laws, and therefore no
improvement in terms of the remaining issues.

Amendments to the Law from the end of the 2022
have stipulated that transportation costs for commut-
ing to and from work must be documented in order for
their reimbursement to be non-taxable up to a certain
amount, but it is not specified what constitutes docu-
mented expenses. This has deepened the problem that
arose from the issuance of the controversial opinion of
the Ministry of Finance in 2019, which has caused neg-
ative reactions from the economy, different approaches
in practice, and has imposed unnecessarily complicated
requirements on taxpayers regarding the documenta-
tion of such expenses.

In the field of reimbursement of expenses for business trips
abroad, there have been no advancements. This area is still
not regulated in an appropriate manner, nor have there
been any amendments to the Law that would help solve
this problem. The same controversial provisions are still in
force, which indicate that the amount of per diem is deter-
mined in accordance with the decision of a state authority,
which creates uncertainties regarding which acts of state
authorities it refers to. As a result, tax inspectors often use
the provisions of the Regulation on Compensation of Costs
and Severance Pay for State Officials and Employees, even
though it exclusively regulates the public sector.
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Furthermore, the latest amendments to the Law do not
mention the tax treatment of interest-free loans, i.e.
loans with interest rates lower than market rates, pro-
vided by employers to employees. It remains unclear
whether the granting of such a loan is considered a ben-
efit or not.

Compensation for damages related to unused annual
leave, which is paid to an employee who has not used
their annual leave during their employment, is still treat-
ed as income. The reasons why the Ministry of Finance
has decided on this tax treatment remain unclear, consid-
ering that the Labor Law states that this payment is com-
pensation for damages, not income. This clearly implies
that a satisfactory level of cooperation between these
two competent ministries has not yet been achieved, at
least regarding the mentioned tax treatment.

Due to the introduction of point 18 in Article 85, para-
graph 1, stating that income from contracted remuner-
ation for performed work, subject to self-taxation, is
taxed as other income, the opinions of the Ministry of
Finance no. 011-00-689/2021-04 of July 23,2021, and no.
011-00-511/2022-04 of July 11, 2022, give the impression
that all income from abroad related to work will be taxed
as other income. In practice, there is a certain number of
tax residents of Serbia who have a contractual relation-
ship that could indicate an employment contract with
foreign companies, even though the Ministry of Labor
does not recognize these contracts as employment con-
tracts because foreign companies cannot conclude an
employment contract in Serbia without the existence
of a permanent business unit. These individuals are ef-
fectively in an employment relationship, have their em-
ployer who determines their working hours, vacations,
provides professional training, and similar. With this pro-
vision, their income, which is effectively a salary, will be
unfairly treated as other income and consequently sub-
ject to mandatory social security contributions without
the possibility of applying the maximum monthly base.
Additionally, these individuals are discriminated against
compared to foreign individuals seconded to the Re-
public of Serbia, whose income from abroad is treated
as salary for tax purposes.

The law does not clearly define how qualified newly
employed individuals, once they lose the right to this

tax relief with their current employer, can regain the
same right. Namely, the individual is the holder of the
tax relief, and according to the opinion of the Ministry
of Finance no. 011-00-59/2020-04 of February 11, 2020,
a qualified newly employed individual, when terminat-
ing an employment relationship with one employer and
establishing it with another, can still apply the tax relief,
but in a situation when this right is lost with the same
employer, it is not possible to regain it. The law should
clarify this part so that taxpayers are not misled into
thinking that once lost, the right can be regained.

The tax treatment of individuals based on Contracts
on Rights and Obligations of Directors outside of an
employment relationship, when the representative
of the company is in an employment relationship
with another employer, or when the representative
of the company is a non-resident individual and does
not receive compensation for work in the company,
causes certain uncertainties and divided interpreta-
tions in practice. The Labor Law does not prescribe
the obligation of a contracted remuneration for di-
rectors, the payment schedule, and does not define
the criterion for determining the amount or assess-
ing the adequacy of the remuneration (the Ministry
of Finance introduces the concept of adequate re-
muneration - Opinion no. 011-00-1137/2018-04). Even
though recent opinions of the Ministry of Labour
011-00-00416/2021-07 from 15.10.2021 and 011-00-
00383/2021-07 from 8.12.2021. have specified that the
remuneration for the work of directors is a mandatory
element of the Contract on the Rights and Obligations
of Directors who are not in an employment relation-
ship with the employer, it is still necessary to legal-
ly define the amount of adequate remuneration for
the directors. The minimum amount of remuneration
for the work of directors has not been determined by
legislation, i.e. there are no minimum amounts pre-
scribed by law, as is the case with salaries.

Certain income type codes defined by the Regulation
on Tax Return for Withholding Tax are not adapted to
the method of calculating taxes and contributions in
accordance with the Law on Personal Income Tax and
the Law on Contributions when it comes to Contracts
outside of an employment relationship and cannot be
applied in practice.
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Repeal or amend the disputed opinion of the Ministry of Finance regarding tax treatment and documentation
required for the reimbursement of commuting costs of employees to and from work and amend the Law so that the
documentation requirement is revoked or harmonized with the earlier judgment of the Supreme Court of Cassation.

The application of schedular personal income taxation is still in force and this remains a problem of the Serbian
system of taxation of personal income. Therefore, the Government of Serbia should consider the introduction of
a synthetic taxation system, which is present in many advanced tax systems.

The recommendation refers to the timely adoption of an appropriate bylaw that will regulate in detail the issue
of per diems for business trips and reimbursement of expenses.

The recommendation is to clearly define and specify the stance on the tax treatment of interest-free loans (i.e. loans
with interest rates lower than market rates) granted by employers to employees through amendments to the Law,
and to express this stance through an official explanation that would provide greater legal certainty in this regard.

We believe it is necessary to establish cooperation between the Ministry of Finance and the Ministry of Labor,
Employment, Veterans’ Affairs, and Social Affairs in order to ensure the proper implementation of relevant
regulations, specifically treating compensation for unused annual leave as compensation for damages (as
recognized by the Labor Law) rather than as income.

Recognizing that social security rights represent one of the fundamental social and economic rights of employees
or engaged individuals, we emphasize the importance of harmonizing certain provisions of regulations to enable
foreign individuals seconded to work in Serbia (without establishing an employment relationship) and domestic
citizens employed by foreign employers to be registered for mandatory social security. Additionally, we note that
the Republic of Serbia should expand the network of international agreements regulating social security in order
to avoid double payment of contributions.

Although progress has been made in terms of electronic communication, we believe there is significant room
for increasing the functionality of the E-tax platform, as well as communication between taxpayers and the Tax
Administration via email. It is necessary to expand the range of actions that can be carried out through the E-tax
platform and introduce digital profiles for taxpayers.

In addition to the progress made in taxing freelancers and aligning the fiscal burden they face with that of taxpayers
who have received the same types of income from payers under the Law, it is necessary to continue with further positive
development of regulations, both in tax and labor law, in order to adequately regulate the position of individuals
who have valid employment contracts with foreign employers in accordance with the regulations of the jurisdiction
of the entity that engaged them. It is necessary to clearly define and specify in which cases and whether there is an
obligation to calculate and pay taxes and contributions based on the lowest base according to the Contract on Rights
and Obligations of Directors when directors do not receive compensation for work in the company and when they
are employed by another employer, or when non-resident individuals are involved. The recommendation is to clearly
specify a minimum amount of compensation (e.g. minimum contribution bases) for Directors of companies who have
concluded contracts outside of an employment relationship and do not receive compensation for work in the company.

The recommendation is for the Tax Administration to review and align the codes for types of income for income
of individuals outside of an employment relationship in accordance with the Law on Social Contributions.
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Recommendations:

Regarding the application of the so-called reverse charge mechanism, it
should be specified that for transactions involving a foreign entity, the
obligation to calculate VAT for the recipient of goods and services arises
either at the moment: 1) when the invoice for goods or services pro-
vided by the foreign entity is received, or 2) when an advance payment is
made to the foreign entity, whichever of these two events occurs earlier.

Consideration should be given to introducing an annual VAT return
(with monthly/quarterly returns treated as advance payments), which
would be submitted by March of the current year for the previous year.
Through this return, taxpayers could make all necessary adjustments,
including changes related to transactions from abroad for which the
recipient of goods or services is obliged to calculate VAT as the taxpayer.

VAT regulations should allow that a credit note for a change in the tax
base can be issued either by the person who supplied the goods and
services or by the recipient of the goods and services. This practice is in
line with VAT rules in other countries and common business practices.
This cannot in any way jeopardize the collection of VAT. On the other
hand, this would help companies reduce their administrative costs.

It is necessary to clearly define that in the case where a smaller quan-
tity of products than invoiced is mistakenly delivered, the taxpayer can
either issue a new amended invoice or a credit note. This corresponds
to common business practice, and insisting on only one approach
imposes additional costs, while from the aspect of VAT collection, there
is no reason why both approaches should not be applied.

It is necessary to define that in the case of returning goods, regard-
less of the expiration date, the supplier of the goods can issue a credit
note or the buyer can issue an invoice/credit note, depending on their
mutual agreement. This approach cannot jeopardize the collection of
VAT, because, regardless of who issues the credit note, the same VAT
rate applies.

The law should stipulate that the obligation to calculate VAT lies with
the recipient of goods and services in the following cases: 1) in the case
of the contribution of goods and services to the capital of a company,
when the supply of goods and services as a contribution to the capital is
subject to VAT, and 2) in the case of a status change, when the supply of
goods and services in a status change is subject to VAT.

Introduced | Significant

in the WB:

2013

2013

2014

2014

2014

2015

progress

Certain
progress

No
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Introduced | Significant Certain No

Recommendations: in the WB: progress progress progress

First and foremost, it is necessary to align Serbia’s VAT regulations with
the regulations in force in the EU regarding the calculation of VAT for
transactions in the construction sector. In EU countries, the recipient
is the taxpayer for transactions in the construction sector to prevent
evasion and fraud in VAT calculation. These specific rules apply when
a subcontractor supplies the contractor, but not when the contractor
supplies the investor. We emphasize that most problems in practice
arise precisely in transactions between contractors and investors, as the
“investor” in this case can also be an entity that procures, for example,
maintenance services for a building and similar (i.e., the “investor” does
not necessarily have to be active in the construction sector). Given this
motivation for defining the recipient as the taxpayer, there is no reason
to prevent the provider from calculating and paying VAT, nor to penal-
ize any party, as the general taxation rule has been applied, not the spe-
cific rule where the recipient is the taxpayer. This approach would also
be more favorable for the state from the perspective of cash flow (by
applying the “reverse charge” mechanism, the state consciously “for-
goes short-term financing” to prevent tax evasion).

It is necessary to stipulate that in the case of transactions in the con-
struction sector, the parties can opt for taxation according to the gen-
eral principle - the supplier calculates VAT. Additionally, in cases where
the supplier has calculated and paid VAT, but the tax authority believes
that the recipient should have calculated VAT as the taxpayer, it is rec-
ommended to prescribe that the supplier’s invoice will be considered
a valid invoice and that no misdemeanor proceedings will be initiated
against either the supplier or the recipient.

Regarding VAT records and the preparation of VAT calculation reviews,
we believe it is necessary to reconsider the adopted Rulebook and user
manual, especially regarding the content of the VAT Rulebook form and 2015 N
the manner of presenting certain transactions, such as advance and

final invoices.

It is necessary to align the handling of refund requests stated in the VAT

return with the provisions of the VAT Law and the Tax Procedure and

Tax Administration Law, which means that the control procedure can-

not delay the VAT refund. The Ministry of Finance needs to issue a bind- 2017 V
ing explanation in accordance with the VAT Law and the Tax Procedure
and Tax Administration Law, and the Tax Administration should align its
procedures accordingly.

We propose that in Article 10a, paragraph 6 of the Value Added Tax Law,
the words “issuing an invoice” be deleted.

We propose to consider amending Article 95a of the VAT Rulebook, as
it does not reflect the goal of the Electronic Invoicing Law and does not
facilitate the possibility of obtaining tax exemption under Article 24 of
the VAT Law. In this regard, we believe that it should be possible to send
e-invoices to the competent customs authority in their integral form,
and that customs authorities should be involved in this process in such
away that taxpayers do not print and certify external representations of
the same. This arises from the fact that such invoices have already been
created, uploaded, and sent via the elnvoice portal, which certainly val-
idates their authenticity.

2022 v

2017 v

2020 v

2023 v
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The value added taxis governed by the Law on Value Added
Tax (RS Official Gazette No 84/2004, 86/04 — correction,
61/05,61/07,93/12 and 108/13, 142/2014, 83/2015, 108/2016,
7/2017, 113/2017, 13/2018, 30/2018, 4/2019, 72/2019, 8/2020
and 153/2020, 138/2022; hereinafter: the “VAT Law”) an by
the VAT Rulebook (RS Official Gazette No 37/2021, 64/2021,
127/2021, 49/2022, 59/2022, 7/2023, 15/2023, 60/2023,
96/2023, 116/2023 i 29/2024; hereinafter: VAT Rulebook).

The VAT Law has not been amended in the previous period.
However, the VAT Rulebook has been amended several times.

In accordance with the relevant amendments to the VAT Rule-
book, the following has been stipulated, among other things:

A more detailed Record of Traveler's VAT Refund Re-
quests Form (EZPPPDV) has been prescribed. It is re-
quired to report data within seven days from the end
of the tax period in which the certified original of the
traveller’s VAT refund request was received. It is also pre-
scribed to keep these records for fiscalization obligors
on the Tax Administration portal.

It is envisaged that tax exemption can be achieved for the
supply of goods in the customs warehousing procedure in
the case of advance payment for future supply of goods,
i.e,, before the goods are entered into the free zone, pro-
vided that the required documentation is obtained.

It is specified that an e-invoice for multiple individual de-
liveries can be issued for a period shorter than a calendar
month, where the date of transaction is indicated as the
last day of the period for which the e-invoice is issued.

Itis specified that a fiscal receipt issued for a transaction
for which an e-invoice has been issued at the request of
a public sector entity is not considered an invoice within
the meaning of the VAT Law.

The obligation for the taxpayer to possess an invoice for
the supply of goods certified by the competent customs
authority, to exercise the right to tax exemption for the
supply of goods in the customs warehousing procedure,
has been abolished.

Itis specified that tax exemption based on international
agreements can be achieved according to the interna-

tional agreement that is applicable on the date of the
contract conclusion under which the transaction is car-
ried out or on the date of the supply of goods or services.

Itis prescribed that the right to a VAT refund for the buy-
er of the first apartment is achieved exclusively based on
the fiscal receipt of the VAT obligor - the seller, who is
the taxpayer in accordance with the VAT Law.

The previous period has certainly been marked by fur-
ther harmonization of VAT regulations with fiscalization
and e-invoicing regulations. Additionally, during the year,
amendments to e-invoicing regulations were made, and
by the end of the year, further amendments to e-invoicing
regulations (regarding the announced obligation for elec-
tronic recording of previous tax) are expected, which could
potentially have significant effects on the application of
VAT regulations.

In this regard, the regulations on fiscalization and electronic
invoicing are analysed in a separate document where cer-
tain recommendations are given that are also important for
the application of VAT regulations.

Upon the ending of this White Book edition, Ministry of
Finance announced public consultations on the Draft Law
on Amendments to the Value Added Tax, which will be
addressed in the next White Book edition.

The latest amendments to the VAT regulations have intro-
duced certain useful simplifications of the existing rules and
more precise regulation of specific situations (for example,
the obligation to possess an invoice certified by customs
authorities as a condition for obtaining tax exemption for
the supply of goods in the customs warehousing proce-
dure has been abolished).

However, the problems addressed in the previous period
were not in the focus of the regulator.

I. Construction: When interpreting the classification of
activities of legal entities in the field of construction, for
which the Law prescribes special rules for VAT calculation,
there are still uncertainties in practice regarding the deter-
mination of the taxpayer, between the service provider and



the service recipient. The classification of activities of legal
entities is not aligned with tax laws, and very often, due to
different interpretations, legal inconsistencies and uncer-
tainties arise in practice. Taxpayers are at risk that the Tax
Administration will calculate output VAT to the supplier,
even though the recipient, as the taxpayer, has calculated
VAT, or that the recipient, who has calculated output VAT,
will be denied the right to deduct input VAT, considering
that the tax authority believes that the obligation to cal-
culate VAT was on the supplier. Additionally, it is necessary
to harmonize the VAT regulations of the Republic of Serbia
with the regulations in force in the EU regarding the calcu-
lation of VAT for transactions in the field of construction.
Namely, in EU countries, the recipient is the taxpayer for
transactions in the field of construction to prevent evasion
and fraud in VAT calculation, whereby these special rules
apply when the transaction is performed by a subcontrac-
tor to the contractor, but not when the transaction is per-
formed by the contractor to the investor.

We emphasize that most problems in practice arise pre-
cisely in transactions between contractors and investors,
since the “investor” in this case can also be a person who
procures, for example, maintenance services for the build-
ing, and so on (i.e., the “investor” does not necessarily have
to be active in the field of construction). Given this motive
for defining the recipient as the taxpayer, there is no reason
to prevent the provider from calculating and paying VAT,
nor to penalize any of them, as the general taxation rule has
been applied, not the special rule by which the recipient is
the taxpayer. This approach would also be more favourable
for the state, from the perspective of cash flows (by apply-
ing the “reverse charge” mechanism, the state consciously
“forgoes short-term financing” to prevent tax evasion).

Il. VAT Refund: The law prescribes that VAT refunds are to
be made within 45 days of the deadline for submitting the
tax return, or 15 days if it concerns predominant exporters.
In practice, it has been observed that the Tax Administra-
tion delays VAT refunds. It has also been noted that VAT is
not refunded because a tax audit has begun. Neither the
VAT Law nor the Law on Tax Procedure and Tax Adminis-
tration prescribe that VAT will not be refunded if the audit
is ongoing. Additionally, the audit of the declared VAT
refund is not prescribed as a condition for the VAT refund.
The Tax Administration has the right to audit regardless of
the refund, and this can be done until the statute of limi-
tations expires. Moreover, the Law on Tax Procedure and
Tax Administration prescribes that if the VAT refund is not
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made to the taxpayer within the period prescribed by the
VAT Law, interest is calculated from the next day after the
expiration of that period.

We emphasize that the VAT refund is not the result of an
error or omission by the taxpayer, but a key mechanism for
the functioning of this tax form. Any delay in the VAT refund
directly affects the liquidity of companies that must make
timely payments to their suppliers, which include VAT, and
on which the ability of their suppliers to regularly meet
their tax obligations depends.

lll. VAT Rulebook: The VAT Rulebook prescribes the method
of keeping VAT records and preparing the VAT calculation
overview (VAT Rulebook form). Adapting accounting pro-
grams to these requirements is time-consuming and finan-
cially demanding, and many VAT payers have opted to
manually keep VAT and POPDV records. This situation signif-
icantly increases the costs for taxpayers. Additionally, due to
the large number of categories, there is a high risk of mis-
classifying certain invoices, even though the VAT treatment
is correctly applied, which calls into question the informa-
tional value of these data for the Tax Administration. Given
the limited utility of certain items in the VAT Rulebook form,
the required way of presenting certain transactions, and the
significant costs imposed on taxpayers by preparing the
POPDV form, it is necessary to consider abolishing or greatly
simplifying the VAT Rulebook form and the method of its
completion (presentation of certain types of transactions).
The user manual published (on the Tax Administration’s
website), which has facilitated its application to some extent
with numerous examples and explanations, on the other
hand, introduces some additional requirements that are
difficult to implement in practice, e.g., presenting the final
invoice issued after the advance invoice in such a way that
the full amount of the base and the difference in VAT calcu-
lated on the final and advance invoice are shown on the final
invoice. Generating data in this way from accounting records
is extremely demanding, so, as a rule, even those taxpayers
who have adapted their accounting programs to the new
way of keeping VAT records enter/keep these data manually.
Also, the informational value of presenting the full amount
of the base and the VAT difference for the Tax Administration
is questionable when it is not possible to match the advance
invoice with the final invoice from the VAT Rulebook form.

IV. Issuing Advance and Final Invoices: Before the adop-
tion and implementation of e-invoicing regulations, the
VAT Rulebook prescribed that if advance payments were
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made in the same tax period as the supply of goods or
services, the VAT payer was not obliged to issue both an
advance and a final invoice, but only a final invoice for the
performed supply of goods or services. This was a signif-
icant administrative and financial relief for VAT payers
based on practical experience. With the introduction of
e-invoices in Serbia, the legal framework has changed so
that VAT payers, including tax representatives of foreign
entities, are now obliged to issue both an advance and a
final invoice when advance payment and the supply of
goods or services are made in the same tax period. The rec-
ommendation is to amend the legal framework and revert
to the previous legal solution. It is considered necessary to
reassess the importance of issuing advance invoices if the
final invoice is issued in the same month. The introduction
of this obligation has created additional administrative
burdens for taxpayers in issuing additional documents and
linking their numbers with final invoices. In certain cases,
the introduction of this obligation has also affected com-
mercial business conditions, as sellers now insist that buy-
ers take delivery of goods on the same day the payment is
made to avoid issuing both advance and final invoices.

V. Reverse Charge Mechanism: A taxpayer who is liable
for VAT on the supply of goods and services provided by a
foreign entity calculates VAT (applies the so-called “reverse
charge mechanism”) at the moment the supply is made
or at the moment of advance payment, whichever occurs
earlier. In cases where there are no advance payments,
VAT should be calculated at the moment the service is per-
formed, which is often not applicable in practice, especially
for services where the price is not agreed upon in a fixed
amount but depends on the agreed calculation. At the
moment of supply, or by the deadline for submitting the
tax return, the taxpayer often does not have the supplier’s
invoice or information on the amount of the fee, and there-
fore cannot know the tax base on which to calculate VAT.

VI. Change of Tax Base: VAT regulations define that when
the consideration for the supply of goods and services
changes after the supply has been made, i.e., the tax base
is altered (e.g., a discount is subsequently granted), the
entity that made the supply must issue a document con-
taining certain mandatory elements. The regulations
do not allow this document to be issued by the entity to
whom the goods and services were supplied, which is a
common business practice in other countries. This imposes
additional costs on companies, as they must change their
usual business practices due to regulations in Serbia. The

proposed change would be in line with the existing solu-
tion for issuing invoices prescribed by Article 43 of the VAT
Law, which provides for so-called “self-billing,” i.e., the issu-
ance of invoices by the recipient of goods or services under
certain conditions. Additionally, based on practical expe-
rience, many foreign companies planning to expand their
business in the Serbian market often inquire about the
possibility of applying self-billing. Therefore, we believe it
makes sense to reconsider the application of this institute
to other documents (documents on the change of the tax
base) in addition to the invoice itself.

VII. Status Changes: In practice, there is a problem with
VAT calculation in the case of the contribution of goods and
services to the capital of a company and in the case of sta-
tus changes. Namely, in these cases, the VAT calculated by
the transferor of the assets represents income for the trans-
feror and an expense for the transferee, which means that
the capital increase and status change are not neutral from
the perspective of the income statement, although they
should be by their nature. For this reason, in these cases,
VAT should be calculated by the recipient of the goods and
services (the so-called reverse charge).

The law should prescribe that the obligation to calculate
VAT lies with the recipient of the goods and services in the
following cases:

1. In the case of the contribution of goods and services
to the capital of a company, when the supply of goods
and services as a contribution to the capital is subject
to VAT.

2. Inthe case of a status change, the supply of goods and
services in the status change is subject to VAT.

VIIl. Customs Authority Certification: Given that the VAT
Rulebook has been further harmonized with the regula-
tions governing e-invoicing, as well as the tendency for
tax regulations to move towards digitalization, we believe
that Article 95a of the VAT Rulebook should be reconsid-
ered. Namely, according to this article, the tax exemption
from Article 24 of the VAT Law can be achieved if the com-
petent customs authority certifies a printed copy of the
e-invoice (external display) that has been previously con-
firmed by the issuer’s signature or stamp. We believe that
this provision imposes an additional burden on taxpayers,
as it significantly complicates the fulfilment of conditions
for obtaining a tax exemption, and its formulation is not in



the spirit of the e-Invoicing Law, which promotes the digi-
talization of the invoicing process.

IX. Invoice Cancellation or Reduction of Tax Base: The
process of documenting the statement on the change of
the tax base is still in paper rather than digital format. It has
been pointed out several times that with the transition to
the electronic invoicing system, the number of corrections,
i.e., “cancellations” of invoices, which are not necessarily
VAT-related, has increased. For each correction, it is nec-
essary to obtain an official statement in paper form with a
stamp and signature that the other legal entity has made
the VAT correction. The process of obtaining the document
on the change of the tax base for all corrected documents
has proven to be extremely inefficient and additionally
leads to temporary differences in the form of overpaid VAT.
We believe that the statement of the invoice recipient on
whether they have used the previous VAT should be digi-
tized in the e-Invoicing System (SEF) environment.

X. Disputed Claims: The VAT Law should simplify the appli-
cation of this institute by prescribing more relaxed condi-
tions for the refund of VAT that has not been collected from
customers. The current solution stipulates that uncollected
VAT can only be refunded based on a final court decision
on the concluded bankruptcy proceedings or based on a
certified transcript of the court settlement record. We point
out that a significant number of neighbouring countries
prescribe less stringent conditions for the refund of uncol-
lected VAT. For example, in Croatia, it is possible to correct
output VAT if the claim has been uncollected for more than
a year, provided that measures have been taken to collect
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it (e.g., the claims have been sued or enforcement proceed-
ings have been initiated). The correction is carried out by
the seller notifying the debtor of the correction using a
special electronic form, and the debtor is obliged to adjust
the input VAT deduction. In Bulgaria, the seller can, after
taking measures to collect the claim, inform the buyer in
writing that the claim is considered uncollected and issue
a document reducing the tax base. In the Netherlands,
for example, uncollected VAT can be refunded if the claim
has not been collected for a year, with the refund possible
even earlier as soon as it is determined that the claim is
uncollectible.

XI. Tax Exemption with the Right to Deduct Previous Tax
for Transactions Arising from the Donation of Used IT
Equipment to Schools and Other State Institutions: It is
common for legal entities to use IT equipment (e.g., com-
puters, monitors, printers, and other accompanying equip-
ment) for a limited period, such as three years, in accord-
ance with company policy that aligns the usage period with
optimal efficiency. After this period, the IT equipment is
replaced with new equipment, and the used IT equipment
isrecycled, sold, or donated. Used IT equipment is often still
functional and fully capable of handling less demanding
tasks, such as applications used in the educational system
or other state institutions. Considering that IT equipment in
the educational system is outdated or non-functional, and
with the aim of encouraging legal entities to donate their
used IT equipment, we propose that Article 24 of the Law
be expanded to include this type of donation.

I - Construction: It is necessary to prescribe that in the case of transactions in the field of construction, the parties
can opt for taxation according to the general principle - the supplier calculates VAT. Additionally, in cases where
the supplier has calculated and paid VAT, but the tax authority believes that the recipient should have calculated
VAT as the taxpayer, it is recommended to prescribe that the supplier’s invoice will be considered a valid invoice
and that no misdemeanour proceedings will be initiated against either the supplier or the recipient.

Il - VAT Refund: It is necessary to align the handling of refund requests stated in the VAT return with the
provisions of the VAT Law and the Law on Tax Procedure and Tax Administration, which means that the audit
process cannot delay the VAT refund. The Ministry of Finance needs to issue a binding explanation in accordance
with the VAT Law and the Law on Tax Procedure and Tax Administration, and the Tax Administration should align

its procedures accordingly.
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lll - VAT Rulebook: We propose that the VAT Rulebook form be completely abolished or significantly simplified in
accordance with the previously mentioned comments.

IV - Issuing Advance and Final Invoices: We believe it is necessary to reassess the importance of the obligation to
issue advance invoices if the final invoice is issued in the same month. The recommendation is to amend the legal
framework and revert to the previous legal solution in accordance with the previous explanation.

V - Reverse Charge Mechanism: When it comes to the application of the so-called reverse charge mechanism, it
should be specified that for the supply of goods and services by a foreign entity, the obligation to calculate VAT
for the recipient of goods and services arises either at the moment:
1. When the invoice for goods or services provided by the foreign entity is received, or
2. When advance payment is made to the foreign entity, whichever of these two events occurs earlier. Addition-
ally, it should be considered to introduce an annual VAT return (monthly/quarterly returns would be treated
as advance payments), which would be submitted by March of the current year for the previous year, through
which taxpayers could make all necessary adjustments, including those related to transactions from abroad
for which the recipient of goods or services has the obligation to calculate VAT as the taxpayer.

VI - Change of Tax Base: VAT regulations should allow that a credit note for a change in the tax base can be issued
either by the person who supplied the goods and services or by the recipient of the goods and services. This practice
is in line with VAT rules in other countries and common business practices. This cannot in any way jeopardize the
collection of VAT. On the other hand, this would help companies reduce their administrative costs. It is also necessary
to clearly define that in the case where a smaller quantity of products than invoiced is mistakenly delivered, the
taxpayer can either issue a new amended invoice or a credit note. This corresponds to common business practice,
and insisting on only one approach imposes additional costs, while from the aspect of VAT collection, there is no
reason why both approaches should not be applied. In accordance with this, it is also necessary to define that in the
case of returning goods, regardless of the expiration date, the supplier of the goods can issue a credit note or the
buyer can issue an invoice/credit note, depending on their mutual agreement. This approach cannot jeopardize the
collection of VAT, because, regardless of who issues the credit note, the same VAT rate applies.

VII - Status Changes: We propose that in the case of the contribution of goods and services to the capital of a
company and in the case of status changes, VAT should be calculated by the recipient of the goods and services
(so-called reverse charge mechanism), in accordance with the previous explanation.

VIII - Customs Authority Certification: We propose to consider amending Article 95a of the VAT Rulebook, as it does
not reflect the goal of the Electronic Invoicing Act and does not facilitate the possibility of obtaining tax exemption
under Article 24 of the VAT Act. In this regard, we believe that it should be possible to send e-invoices to the competent
customs authority in their integral form, and that customs authorities should be included in this process in such a way
that taxpayers do not print and certify external representations of the same. This arises from the fact that such invoices
have already been created, uploaded, and sent via the elnvoice portal, which certainly validates their authenticity.

IX-Invoice Cancellation or Reduction of Tax Base: We propose that a technical solution be enabled in the e-Invoicing
System (SEF) environment for a digitized Statement from the invoice recipient regarding whether the previous VAT
correction has been made. From the perspective of SEF users, the simplest solution would be to add some form of
Statement that the VAT has not been corrected when rejecting the e-invoice, thereby providing confirmation from
the taxpayer that they have not used the right to deduct the previous tax; conversely, by accepting the invoice, a
Statement on the use of the previous VAT would be generated, confirming that the previous tax correction has been
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made. This would expedite the reduction of the calculated tax and reduce the increased administrative activities of
taxpayers in the process of issuing and tracking the acquisition of these documents.

X Disputed Claims: We propose that more relaxed conditions be prescribed for the refund of VAT that has not
been collected from customers, and that EU practices be applied in accordance with the previous explanation.

Xl Tax Exemption with the Right to Deduct Previous Tax: We propose that Article 24 of the Law includes a tax
exemption with the right to deduct previous tax for transactions arising from the donation of used IT equipment
to schools and other state institutions, with adequate proof and documentation.

Recommendations:

It is recommended that the provisions of Article 7 . of the Law should
specify that the fair value is the property tax base for entities apply-
ing the fair value measurement according to the IAS/IFRS for SMEs and
accounting policies .

To ensure the adequate calculation of the market value of immovable
property, it is necessary to: harmonize the zoning criteria of local munic-
ipalities; prescribe corrective factors to differentiate between immov-
able properties in terms of quality, year of construction, purpose and
characteristics; consider the adequacy of the methodology used for
calculating the average prices of immovable property, simplify the
method of calculating property taxes, if, for example, the storage area,
the administrative building and the land represent one unit.

It is advisable that the property tax return form and supporting docu-
ments be simplified by linking the Portal with the Cadaster and storing
of such data enabled . Also, it should be possible to list more than one
cadastral parcel in a single municipality in Annex 1 on the territory of
a specific local municipality, then automate the following data entries:
a) all facilities of the same type (e .g . all taxpayer’s warehouses in the
territory of a particular local municipality); b) calculation of quarterly
installments (e .g . based on Sub-Annexes); c) amended tax returns and
d) automate the mathematical sequence (e .g . after entering market
or accounting parameters) . In line with the above, make appropriate
technical adjustments after which, it would be possible, based on the
data saved from the Cadaster (based on the plot number and property
description, enter the zone and the average value per square meter), to
automatically fill in the appropriate forms (PPI-1, Annex 1, sub-annex),
for the purpose of filing property tax returns for each year.

Introduced | Significant Certain No
in the WB: progress progress progress

2015 v
2014 v
2018 V
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Recommendations:

Rephrasing provisions regulating exemptions from the absolute rights

transfer tax, so that it is understood that the exemption applies to the

transfer and acquisition of absolute rights that are subject to VAT, not to

those for which VAT is paid.

Enable public access to data used by the tax authorities to determine

whether the contractual price of an absolute rights transfer is in line

with the market price.

Having in mind FIC recommendations in 2023, we consider
that the latest amendments to the Law on Property Taxes
(hereinafter: “the Law") that are in effect from January 1,
2024, generally, did not resolve the important issues (rec-
ommendations) that we pointed out in the previous edition
of the White Book:

In accordance with the current version of the Law, com-
panies that keep accounting records determine the tax
base for property tax based on the real estate’s market
value (except in special cases prescribed by the Law).
The market value of a real estate represents the fair val-
ue stated in the accounting records, for taxpayers using
the fair value method according to the International
Accounting Standards (IAS), the International Financial
Reporting Standards (IFRS), and their accounting policy.

The introduction of the concept of market value as the
property tax base caused different interpretations over
the years as to which taxpayers can apply this concept
and due to the fact that the legislation did not regulate
this issue in a sufficiently precise way. Opinions of the
Ministry of Finance that have been issued over the years
expressed in the unequivocal stand regarding the pos-
sibility for small and medium-sized enterprises (“SMEs")
to determine the property tax base using the fair value
of immovable property recorded, in accordance with
IFRS for SMEs. However, according to our experience
from practice, the opinions in question increased the
level of legal uncertainty in terms of whether these
would be applied by the Tax Authorities and whether
their application would be binding only for future tax
liabilities or retroactive.

On the other hand, tha latest amendments to the Law
relate to the following: Municipalities (local tax adminis-

Introduced | Significant Certain No

in the WB: progress progress progress
2021 v
2018 v

trations) will exclusively determine, collect and audit tax
on gift and inheritance and absolute rights transfer tax
starting from January 1, 2025 (amendment is in effect
from January 1, 2024)

Beside the standard exemption on transfer of property
rights for diplomatic-consular office, starting from Janu-
ary 1,2024, absolute rights transfer tax should not be paid
when a foreign country acquires real estate for the needs
of its diplomatic-consular office, under the condition of
reciprocity (amendment in effect from January 1, 2024)

Upon the ending of this White Book edition, Ministry of
Finance announced public consultations on the Draft Law
on Amendments to the Property Tax Law, which will be
addressed in the next White Book edition.

Bearing in mind the recommendations from last year, we
believe that in the meantime there have been no signifi-
cant improvements as a result of the implemented recom-
mendations from the past.

We would like to point out the inconsistent implementa-
tion of the concept of market value of the property, as well
as certain gaps related to the determination of the tax base
for entities that apply fair value appraisal in accordance
with IFRS for SMEs (instead of IAS/IFRS fair value for real
estate assets for accounting purposes).

Law on Accounting prescribes that IFRS for small and medi-
um-sized enterprises (hereinafter: IFRS for SMEs) can be
applied by small and medium enterprises, while micro legal
entities may opt to apply stated standards, and article 7. of
the Law does not explicitly state whether it also applies to



legal entities that apply IFRS for SMEs. The issued Opinions
of the Ministry of Finance are of a rigid stand that there are
no legal grounds for legal entities applying IFRS for SMEs
to determine the property tax base based on the fair value
method. However, in order to completely remove doubts
on this issue it would be advisable to additionally clarify
provisions of Article 7.

When determining the property tax base by applying the
average prices published by local tax authorities, one of
the basic parameters is the zone in which the property is
located, determined by local municipalities based on the
criteria of how public areas are developed. However, the
procedure of assessing a public area’s development level is
insufficiently transparent. Also, no criteria for value adjust-
ments are envisaged regarding the quality/age and/or pur-
pose and size of the property, which in practice may lead
to that tax base of a newly built real estate and one that is
significantly older, can be the same. Due to the above, mar-
ket values of properties assessed by certified appraisers
significantly differ from their market values calculated by
using the average prices published by local tax authorities,
which puts in an unequal position taxpayers who evaluate
real estate in their business records at fair value and those
who use some other method of evaluation.

Particular administrative difficulties are caused by the Rule-
book on property tax return forms for determining prop-
erty tax, according to which taxpayers are obliged to file
data to the LPA Portal every fiscal year, even when there
were no changes compared to the previous year. The tax-
payer fills a tax return form for each municipality where it
has property rights that are subject to tax, annexes for each
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cadastral parcel and sub-annexes for each building on a
cadastral parcel on territory of that municipality, as well as
for the land itself. FIC members concluded that although
electronic tax return is technically improved and it is possi-
ble to copy data from previous tax years, still one data must
be recorded on all related forms which leads to double data
entry which often causes errors, especially for the taxpayers
owning properties in different local municipalities, which
can lead to filing hundreds of tax returns in electronic form.

The tax authorities have been given exclusive rights to
determine the property transfer tax base. In practice, the
tax base is determined in accordance with internally deter-
mined market prices on territories of specific unit of local
municipality (so called parities), unknown to taxpayers, so
in most cases, it remains unclear whether or not the con-
tractual price is equal to the market price.

As for the provision of the Law which defines exemptions
from the absolute rights transfer tax, and in accordance with
which the absolute rights transfers on which VAT is paid are
exempt from the payment of absolute rights transfer tax,
we consider the term “paid” is not appropriate, because
VAT is calculated and reported in the VAT return, where cer-
tain transactions subject to VAT may be exempted from VAT
for reasons prescribed by this Law.

Additionally, it should be noted that some local municipal-
ities did not publish decisions related to determination of
average prices of square meters of respective properties
and determination of zones for 2024, which caused certain
confusion for taxpayers related to determination of prop-
erty tax for 2024.

Itis recommended that the provisions of Article 7. of the Law should specify that the fair value is the property tax
base for entities applying the fair value measurement according to the IAS/IFRS for SMEs and accounting policies.

To ensure the adequate calculation of the market value of immovable property, it is necessary to: harmonize the
zoning criteria of local municipalities; prescribe corrective factors to differentiate between immovable properties
in terms of quality, year of construction, purpose and characteristics; consider the adequacy of the methodology
used for calculating the average prices of immovable property, simplify the method of calculating property
taxes, if, for example, the storage area, the administrative building and the land represent one unit.

It is advisable that the property tax return form and supporting documents be simplified by linking the Portal
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with the Cadaster and storing of such data enabled. Also, it should be possible to list more than one cadastral
parcel in a single municipality in Annex 1 on the territory of a specific local municipality, then automate the
following data entries: a) all facilities of the same type (e.g. all taxpayer’s warehouses in the territory of a particular
local municipality); b) calculation of quarterly installments (e.g. based on Sub-Annexes); c) amended tax returns
and d) automate the mathematical sequence (e.g. after entering market or accounting parameters). In line with
the above, make appropriate technical adjustments after which, it would be possible, based on the data saved
from the Cadaster (based on the plot number and property description, enter the zone and the average value per
square meter), to automatically fill in the appropriate forms (PPI-1, Annex 1, sub-annex), for the purpose of filing
property tax returns for each year.

Rephrasing provisions regulating exemptions from the absolute rights transfer tax, so that it is understood that
the exemption applies to the transfer and acquisition of absolute rights that are subject to VAT, not to those for

which VAT is paid.

Enable public access to data used by the tax authorities to determine whether the contractual price of an absolute
rights transfer is in line with the market price.

Introduced | Significant Certain No

Recommendations:

The electronic services of the Tax Administration should be further
improved and developed in a way to enable the taxpayer to download
all tax returns in a form customized to user, as well as to enable all tax-
payers to electronically obtain TIN and all tax certificates. Propose an
amendment to the Rulebook on the allocation of TIN, so that it is pre-
scribed that the Tax Administration delivers the confirmation of the TIN
allocation to the taxpayer in e-form.

Regulating the provisions of the Criminal Code concerning tax crimes in
more detail and taking into account the size of the legal entity and the
volume of taxable activities.

The introduction of a statutory deadline for tax audit duration (or adopt
the provision of Article 38 of the Law on Inspection according to which
the control procedure is suspended after 8 days have passed from the
date of submission of the taxpayer’s request for the end of the controlin
a situation where the inspector does not make a decision after the end
of the day of the end of the control after the end of the day of the end
of the inspection supervision specified in inspection order), and a tacit
acceptance procedure in the case of a failure by the Tax Administration
to issue its decision within the deadline, both for the Tax Administration
and the Ministry of Finance.

Introduction of a time limit duration of the TIN temporary revocation.

inthe WB:

2014

2014

20M

2022

progress

progress

progress
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Introduced | Significant Certain No

Recommendations: in the WB: progress progress progress

Establishing the function of administrative supervision within the Min-
istry of Finance that will provide an effective mechanism for controlling
legal compliance of the work of the Tax Administration’s organizational
units. The PTA Law should envisage offenses of employees in the Tax
Administration who do not act in accordance with regulations (or deci-
sions ofimmediate higher instances) during their work, especially in cases
when they do not act within the deadlines prescribed by the PTA Law 2019 V
and in case of non-execution of the second instance body’s decision in
line with guidelines and understandings set forth therein. The PTA Law
should be further aligned with provisions of the LIO. The LIO provides
that inspectors are required to act not only to detect illegal activities and
penalize entities violating the law, but also to prevent irregularities and
provide advice to controlled entities to minimize risks from illegal acts.

Introduction of the obligation in the PTA Law of the second-instance
authority of the Ministry of Finance to resolve the administrative mat-
ter by itself, instead of the first-instance authority, if the first-instance
authority does not act according to its order and does not issue a deci-
sion within the deadline, as stipulated in Art. 173 st. 3 GAP Law. In this
way, the multi-year duration of tax proceedings would be resolved, 2022 V
where often the first-instance authority does not act according to the
order of the second-instance authority, as well as the first-instance
authority does not issue a decision in the re-procedure within the time
prescribed by law, which jeopardizes the legal security of taxpayers and
violates the principle of legality of the tax procedure.

Amending Article 147(1) of the PTA Law, so as to read that an appeal sus-

pends the enforcement of the decision. 2016 v

Eliminate legal uncertainty in the process of issuing of opinions of the
Ministry of Finance by amending Article 80 of the Law on State Admin-
istration with regard to whether the ministry’s opinions are legally bind-
ing if so prescribed by a separate law; amending the PTA Law to pre-
scribe that the ministry’s opinions are binding only if they are published
or available to all parties in a public-legal relationship; defining a 30-day
deadline for issuing an opinion defining the consequences in a situation
where previously issued opinions are changed or disregarded; amend-
ing the PTA Law to prescribe that opinions of the Tax Administration
sent by email are binding for the Tax Administration, and introducing
provisions to the PTA Law to govern the liability of authorized officers
and adequate penalties for failure to issue a binding opinion within the
30-day deadline. Introduce the obligation to publish a redacted request
with the issued opinion.

Abolishing the provision of the PTA Law which prohibits the SBRA
from erasing a taxpayer from the register, registering status changes,
or amending information for the duration of a tax audit or procedures
undertaken by the Tax Police.

Abolishing the provision of the PTA Law which prohibits the SBRA from

registering acquisition of shares in legal entities as well as establishment

of new legal entities in cases when the founder of such entity is a legal 2021 V
entity or entrepreneur over whom tax audit or any other action per-

formed by the competent tax authorities has been registered.

2017 v

2014 V
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Recommendations:

Strengthen the capacity of the Administrative Court in terms of exper-

tise, specialization and speed in resolving tax disputes.

Adopt Ministry of Finance binding opinion the for the actions of the Tax
Administration in the domain of termination of tax liability by statute of
limitations, for which termination of tax liability is prescribed that the
Tax Administration issues a decision on the termination of tax liability

ex officio and that the same one is in accordance with Art. 163 PTA Law

Introduced | Significant Certain No

in the WB: progress progress progress
2020 Vv
2022 v

transfers to off-balance sheet tax accounting. In the opinion in ques-
tion, it is necessary for the Ministry of Finance to clearly state that this
is a tax-legal relationship as a relationship of public law and that any tax
paid in which the statute of limitations has expired does not represent

a natural obligation.

The regulatory framework for the tax procedure in Serbia is
shaped by four principal laws:
The Law on Tax Procedure and Tax Administration,
(PTA Law);
The Law on General Administrative Procedure (GAP
Law);
The Law on Administrative Disputes, (AD Law);
The Law on Inspection Oversight, (LIO Law).

The tax procedure is a special type of administrative pro-
cedure governed primarily by the PTA Law (lex specialis),
which regulates in detail the organization and functioning
of the Tax Administration, as well as the procedures for the
assessment, control, and collection of taxes. The PTA Law
comprehensively regulates all tax misdemeanours. The
general rules of the GAP Law apply to the tax procedure
where a certain issue is not regulated by the PTA Law, while
the rules of the LIO Law further specify the activities of the
Tax Administration regarding inspections. The AD Law reg-
ulates the judicial review of administrative decisions issued
by the Tax Administration as an additional taxpayer pro-
tection system (e.g. deciding on actions against second-in-
stance decisions of the Ministry of Finance).

The latest amendments to the PTA Law are in effect from the
end of 2022 (Official Gazette of RS, number 138/2022). When
it comes to changes to the rest of the legal framework reg-
ulating the tax procedure matters, changes to the GAP Law
were made at the beginning of 2023 in accordance with the
decision of the Constitutional Court of the Republic of Serbia
(Official Gazette of the RS, number 2/2023). There were no
changes in AD Law and LIO Law in the recent past.

Upon the ending of this White Book edition, Ministry of
Finance announced public consultations on the Draft Law
on Tax Procedure and Tax Administration, which will be
addressed in the next White Book edition.

In the previous year, there were no significant changes
affecting the normative framework governing the tax
procedure in Serbia, and as a consequence no progress in
terms of the previously highlighted problems was made.

The existing regulatory framework governing the tax pro-
cedure still does not provide sufficient protection for tax-
payers against discretionary decisions of tax authorities.
Additionally, the lack of capacity and competences jeop-
ardizes the protection of legality in the control procedure,
as well as in the appellate and court proceedings.

Rules on tax-related criminal offences still do not take
into consideration the size and volume of taxable activ-
ities of taxpayers and apply the same threshold to both
small businesses and large corporations in Serbia.

More often than not, tax inspectors do not apply the
“substance over form” principle in good faith. This reg-
ularly leads to highly unfavourable decisions for taxpay-
ers, which are practically impossible to change.

Tax authorities routinely fail to comply with the dead-
lines for the issuance of decisions based on submitted
appeals.



The existing rules regarding delayed execution of tax ad-
ministrative acts via requests submitted to the second-in-
stance authority do not provide for clear conditions for
delaying execution, providing the second-instance au-
thority with a very broad-set discretionary right.

Rules that relate to the possibility of a tax refund in the
event of the existence of matured tax liabilities in another
respect are unclear and restrictive and do not take into
account whether such tax liabilities are deferred or dis-
puted (e.g. an appeal against a tax assessment issued by
the Tax Administration). As a result of the foregoing, tax-
payers are in a situation wherein uncollectible tax liabili-
ties resultin a complete discontinuation of the tax refund.

The statutory 30-day deadline for issuing and publish-
ing binding opinions upon request of taxpayers is not
observed, so, in practice, taxpayers wait for opinions
for more than a year. Limiting the filing of amended
tax returns to two times is not justified. In fact, in most
cases mistakes are made unintentionally, or are techni-
cal, especially in the case of large taxpayers who have
large-scale and complex internal organization systems.
Given that a taxpayer cannot amend a tax return in the
event of a tax audit for a specific period, abolishing this
restriction would not create an additional burden for
the Tax Administration. Quite the contrary, it would help
increase the efficiency of tax collection and encourage
taxpayers’ co-operation, consequently reducing the
scope of tax audits.

During a tax audit, as well as during the period in which
a taxpayer’s TIN is temporarily withdrawn, and until it is
reinstated, the SBRA cannot erase a taxpayer from the
register, register status changes, or change any of the
registered data. In addition, tax liabilities become due
regardless of whether or not a company is actually do-
ing business (e.g. mandatory social security contribu-
tions, municipal taxes). Due to the vagueness and re-
strictiveness of this provision, the initiation of a tax audit
may preclude the company from closing down business,
which will lead to additional tax liabilities for the compa-
ny, regardless of the outcome of the audit, thus de facto
arbitrarily punishing the taxpayer for no reason. Addi-
tionally, taxpayers are unable to register changes that
may even enable tax payment (capital increase, registra-
tion of a change of legal representative, etc.).

Prohibiting SBRA to register the acquisition of shares in

W HITRBO0R

legal entities or establishment of new legal entities in
cases when the founder of such entity is a legal entity or
entrepreneur over whom tax audit or any other action
performed by the competent tax authorities has been
registered. The restrictiveness of this provision leads
to the business limitations of taxpayers, which de facto
taxpayer represent a punishment for a taxpayer without
any grounds.

The PTA amendments introduced the possibility for the
Tax Administration to secure the collection of a tax lia-
bility that is not due, but for which an audit procedure
has been initiated, even though criteria or conditions for
the implementation of this measure have not been pre-
scribed, which is not in line with the legality principle. As
a consequence, tax resolutions that impose the measure
do not contain valid reasons why the Tax Administration
considers that there is risk in tax collection.

Amendments to the PTA Law abolished the function
of administrative supervision within the Tax Adminis-
tration. According to the amended text of the PTA Law,
the Tax Administration has exclusive competencies to
perform the function of internal control. The Ministry
of Finance has not established supervision as a sepa-
rate function, from the moment of the abolition of the
function of administrative supervision within the Tax
Administration.

The Serbian Administrative Court, as the final instance
for tax disputes, does not have a sufficient level of spe-
cialization and expertise to adjudicate on tax matters.
A court decision will typically take more than one year.
Considering that the procedure before the court does
not postpone a tax liability, i.e. the taxpayer still has to
settle the previously disputed tax, even if he eventually
does win the case, incurred costs for the taxpayer usu-
ally result in taxpayers receiving refunds of lower value
in real terms. In addition, courts almost never decide on
the merits of a case.

In its actions, the Tax Administration, despite the nor-
mative regulation of the termination of tax obligations
due to statute of limitations, transfers them to off-bal-
ance sheet tax accounting and those obligations are still
considered the taxpayer’s debt, and in those cases they
do not issue certificates to taxpayers that they do not
owe tax, which is in conflict with by provision of Art. 23
PTA Law.
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There is no prescribed length of time for the temporary and preventing taxpayers from performing their activ-
confiscation of PIB by the Tax Administration, which in ities, as they cannot perform any payment transaction
practice equates to the permanent confiscation of TIN except paying taxes.

The electronic services of the Tax Administration should be further improved and developed in a way to enable the
taxpayer to download all tax returns in a form customized to user, as well as to enable all taxpayers to electronically
obtain TIN and all tax certificates. Propose an amendment to the Rulebook on the allocation of TIN, so that it is
prescribed that the Tax Administration delivers the confirmation of the TIN allocation to the taxpayer in e-form.

Regulating the provisions of the Criminal Code concerning tax crimes in more detail and taking into account the
size of the legal entity and the volume of taxable activities.

The introduction of a statutory deadline for tax audit duration (or adopt the provision of Article 38 of the Law
on Inspection according to which the control procedure is suspended after 8 days have passed from the date of
submission of the taxpayer’s request for the end of the control in a situation where the inspector does not make
a decision after the end of the day of the end of the control after the end of the day of the end of the inspection
supervision specified in inspection order), and a tacit acceptance procedure in the case of a failure by the Tax
Administration to issue its decision within the deadline, both for the Tax Administration and the Ministry of Finance.

Introduction of a time limit duration of the TIN temporary revocation.

Establishing the function of administrative supervision within the Ministry of Finance that will provide an effective
mechanism for controlling legal compliance of the work of the Tax Administration’s organizational units. The
PTA Law should envisage offenses of employees in the Tax Administration who do not act in accordance with
regulations (or decisions of immediate higher instances) during their work, especially in cases when they do not
act within the deadlines prescribed by the PTA Law and in case of non-execution of the second instance body’s
decision in line with guidelines and understandings set forth therein. The PTA Law should be further aligned with
provisions of the LIO. The LIO provides that inspectors are required to act not only to detect illegal activities and
penalize entities violating the law, but also to prevent irregularities and provide advice to controlled entities to
minimize risks from illegal acts.

Introduction of the obligation in the PTA Law of the second-instance authority of the Ministry of Finance to
resolve the administrative matter by itself, instead of the first-instance authority, if the first-instance authority
does not act according to its order and does not issue a decision within the deadline, as stipulated in Art. 173 st. 3
GAP Law. In this way, the multi-year duration of tax proceedings would be resolved, where often the first-instance
authority does not act according to the order of the second-instance authority, as well as the first-instance
authority does not issue a decision in the re-procedure within the time prescribed by law, which jeopardizes the
legal security of taxpayers and violates the principle of legality of the tax procedure.

Amending Article 147(1) of the PTA Law, so as to read that an appeal suspends the enforcement of the decision.
Eliminate legal uncertainty in the process of issuing of opinions of the Ministry of Finance by amending Article

80 of the Law on State Administration with regard to whether the ministry’s opinions are legally binding if so
prescribed by a separate law; amending the PTA Law to prescribe that the ministry’s opinions are binding only if
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they are published or available to all parties in a public-legal relationship; defining a 30-day deadline forissuing an
opinion defining the consequences in a situation where previously issued opinions are changed or disregarded;
amending the PTA Law to prescribe that opinions of the Tax Administration sent by email are binding for the
Tax Administration, and introducing provisions to the PTA Law to govern the liability of authorized officers and
adequate penalties for failure to issue a binding opinion within the 30-day deadline. Introduce the obligation to
publish a redacted request with the issued opinion.

Abolishing the provision of the PTA Law which prohibits the SBRA from erasing a taxpayer from the register,
registering status changes, or amending information for the duration of a tax audit or procedures undertaken by
the Tax Police.

Abolishing the provision of the PTA Law which prohibits the SBRA from registering acquisition of shares in legal
entities as well as establishment of new legal entities in cases when the founder of such entity is a legal entity
or entrepreneur over whom tax audit or any other action performed by the competent tax authorities has been
registered.

Strengthen the capacity of the Administrative Court in terms of expertise, specialization and speed in resolving
tax disputes.

Adopt Ministry of Finance binding opinion for the actions of the Tax Administration in the domain of termination of
tax liability by statute of limitations, for which termination of tax liability is prescribed that the Tax Administration
issues a decision on the termination of tax liability ex officio and that the same one is in accordance with Art. 163
PTA Law transfers to off-balance sheet tax accounting. In the opinion in question, it is necessary for the Ministry
of Finance to clearly state that this is a tax-legal relationship as a relationship of public law and that any tax paid
in which the statute of limitations has expired does not represent a natural obligation.

Introduced | Significant Certain No

Recommendations: .
in the WB: progress progress progress

We recommend the following amendments or clarifications of the Law on Electronic Invoicing:

a. Enable a simple and transparent access to the “European and

Serbian electronic invoicing standard”. 2022 v

b. Further harmonize the terminology of VAT and El laws, especially
with Article 42 of the VAT Law.

c. We suggest that the SEF develop and specify the digital signing
of the cancellation document as proof of the correction of the 2022 v
previous VAT with the E-Invoicing regulation.

2022 V

d. We suggest specifying whether the request for payment refers/

does not refer to the pro-invoice issued to the public sector. 2023 v
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Recommendations:

The implementation of digitalization is expected to bring the stream-
lining of processes and time-savings in this respect and we are asking
for further development of the SEF in terms of digital verification of the
formal correctness of e-Invoice elements such as e .g ., logical and math-
ematical checks of e-Invoice correctness as well as error reporting .

Harmonize the date of electronic recording of the VAT calculation, i .e .
previous tax with the date for submitting the VAT return (by the 15th of
the current month for the previous month)

Amend paragraph 1 in Article 4a of the Law on Electronic Invoicing, ie
delete: “regarding paid upon importation of goods”.

We propose a more detailed regulation of the way of recording VAT cal-
culations in aggregate and individual records, for already prescribed sit-
uations in which records are made, as well as more detailed definition
of other situations in which individual and collective records of VAT cal-

Introduced | Significant Certain No

in the WB: progress progress progress
2022 )
2023 v
2023 vV
2023 Vv

culations are made.

The implementation of electronic business in the Republic
of Serbia began in 2017 with the introduction of the Law on
Electronic Document. With the adoption of the Law on Fiscal-
ization and the Law on Electronic Invoicing (ZEF), electronic
business in Serbia has gained an appropriate legal frame-
work and a new way of functioning. The most significant
changes relate to the preparation, reporting, and exchange
of electronic documents/invoices; electronic identification;
and electronic data exchange in the public and private sec-
tors. The Republic of Serbia has taken a step further in the
legal regulation and implementation of electronic business
and the monitoring of the development of information tech-
nologies based on solutions contained in international prac-
tice, regulations, and standards of the European Union.

Members of the Foreign Investors Council support the
introduction and modernization of e-commerce, whose
aim is to stimulate more efficient in business entities’
operations, contribute to a decrease in grey economy and
develop a trusted market, make citizens’ access to the ser-
vices of public authorities easier and safer, while the intro-
duction of electronic archiving is expected to simplify the
access to financial documents.

Electronic business is regulated by the following laws and
by-laws:

Law on Fiscalization (“Official Gazette of RS”, Nos.
153/2020, 96/2021, and 138/2022)

Entered into force on May 1, 2022, regulating new fiscaliza-
tion model, entering new fiscalization model making fiscal
invoice visible to the Tax Administration in real time, as op-
posed to the previous method of data transfer at the end
of the day. Fiscal invoices are being tracked by generated
unique QR code/hyperlink, that is a part of each fiscal in-
voice. Taxpayers are obliged to register for each retail point
of sale, unless exempted based on the Law on Fiscalization,
an electronic fiscal device, in addition to a cash register, can
be a computer, tablet, or mobile phone and the QR code
on each slip enables customers, i.e., users of services, to
check the validity of the bill by a simple code scanning.

Law on Electronic Invoicing (Official Gazette of RS”, Nos.
44/2021, 129/2021, 138/2022, and 92/2023)

Fully implemented from January 1, 2023, with the aim
to regulate the obligation of electronic recording of VAT
calculations in the electronic invoicing system; regulate
the use of the electronic invoicing system; provide basic
instructions for handling electronic invoices, including
how to accept/reject an electronic invoice, as well as
other relevant instructions.

Rulebook on Electronic Invoicing (Rulebook) (“Official
Gazette of RS”, Nos. 47/2023, 116/2023, 65/2024, and
73/2024)

Implemented from July 1, 2023, the consolidated rule-
book replaces the previous three rulebooks and regu-
lates the method and procedure for registering access



to the electronic invoicing system (SEF); the application
of e-invoice standards; the elements and attachments
of e-invoices; the method and procedure for electronic
recording of VAT calculations in SEF; procedures in case
of temporary interruptions in SEF operations; the use of
data from SEF; and the procedures of the Central Infor-
mation Intermediary.

Of significant importance is the Internal Technical Man-
ual, published and additionally harmonized by the Min-
istry of Finance of the Republic of Serbia.

The Electronic Invoicing System (SEF) has been introduced,
which represents an information technology solution for
sending, receiving, recording, processing, and storing e-in-
voices, managed by the central information intermediary.
Additionally, the SEF records VAT calculations for public
and private sector entities, as well as VAT for representa-
tives of foreign entities registered for VAT in the Republic
of Serbia, who are obliged to ensure technical capabilities
and timely implementation in accordance with the Law on
Electronic Invoicing (ZEF).

The introduction of electronic business and issuing invoices
in electronic form is the biggest change since the introduc-
tion of VAT. In addition to the new regulations, further align-
ment with other relevant laws is required, primarily with the
Law on VAT and the Law on Accounting, especially in terms
of specifying the content and manner of issuing invoices.

The Ministry of Finance of Serbia has announced the Law
on Electronic E-Delivery Notes (ZEO), which is a platform
for sending, receiving, managing, and storing e-delivery
notes. The implementation of the ZEO is planned to be
phased: Phase | - in the form of e-delivery notes will include
transactions with the public sector and transactions of
excise goods, coffee, alcoholic and tobacco products, with
the proposed implementation from January 1, 2026. In the
second phase, other transactions are planned, and this
segment is scheduled from October 1, 2027. It is planned
that the e-delivery note module will be integrated with the
e-invoice system to link issued e-delivery notes and sent
invoices, which should facilitate business operations, speed
up administration, and reduce the possibility of errors.

Upon the ending of this White Book edition, Ministry of
Finance announced public consultations on the Draft Law
on Amendments to the Electronic Invoicing Law, which will
be addressed in the next White Book edition.
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Since the transition to electronic business, the technical
functionality of the system has been improved several
times, enabling more efficient work for all users.

The latest amendments and additions to the Rulebook, which
came into effect on September 1, 2024, regulate the following:

Determining the status of the entity and setting the tax
period: In the SEF, the user can determine the status of the
entity regarding whether the entity is a VAT payer or not.

New tax categories are introduced: S20, S10, AE20, AE10.

Special invoices for the sale of construction objects: It
is prescribed that in the electronic invoice (e-invoice) is-
sued for the sale of objects, economically divisible units
within those objects, and ownership shares in those
goods (construction objects), data on other transactions
cannot be displayed.

The most significant innovation is the introduction of
electronic recording of input tax: the procurement of
goods and services from local VAT payers is carried out
collectively by types of invoices such as e-invoices, fiscal
receipts, etc.; while for foreign legal entities (recipient as
the tax debtor), the recording is done collectively from
individual records based on internal invoices.

The data contained in the input VAT records have been
specified, such as: input VAT record number; year and tax
period; procurement of goods and services in the Repub-
lic of Serbia from VAT payers - transactions for which the
tax debtor is the supplier of goods or service provider; pro-
curement of goods and services in the Republic of Serbia
- transactions for which the tax debtor is the recipient of
goods or services; VAT paid for the importation/e-delivery
of goods placed in free circulation in accordance with cus-
toms regulations; VAT compensation paid to the farmer, in-
cluding increases; corrections of input tax deductions.

Automatic data entry: it is performed at the end of the
tax period for which the electronic recording of input
tax is carried out (from the 1st to the 10th day of the cal-
endar month following that tax period), with the status
as of the day preceding the day of automatic entry.

The deadline for electronic recording of VAT calculation
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and input VAT: It is specified that the deadline for elec-
tronic recording of VAT calculation, as well as the dead-
line for electronic recording of input VAT, expires on the
10th day of the calendar month following the tax period
for which the electronic recording of VAT calculation/in-
put tax is carried out.

E-Delivery note as an attachment to the e-invoice: It is
stipulated that e-delivery notes and transport docu-
ments can be attached to the e-invoice.

The Foreign Investors Council (FIC) has communicated pro-
posals for clarifying the ZEF regulations, as well as the func-
tioning of the information system, which have received a
positive response to some extent from the working group
of the Ministry of Finance responsible for establishing the
e-invoice system. The most significant of these are the
technical adjustments to the SEF.

I.  We will point out the remaining ambiguities regarding
the interpretation of the Law on Electronic Invoicing, as
well as the functioning of the information system:

a) The terms of the European and Serbian standards
on electronic invoicing, which have not yet been
applied in business, are listed. To better understand
and adequately apply them, legal entities have re-
searched the legal regulations, but it is not easy to
find complete explanations, and even the standard
itself is not publicly available. We believe that for a
better understanding of the rights and obligations
of private sector entities, it is important that the
standards are transparent and publicly available.

c

Certain terms in the VAT and ZEF laws still have ter-
minological inconsistencies, especially regarding
the application of Article 42 of the VAT Law. For ex-
ample, the terms “invoice” and “e-invoice,” “date of
transaction,” etc.

c) Referring to Article 44 of the VAT Law, the entity
that has corrected the value or canceled the invoice
needs to have a paper notification from the invoice
recipient that the calculated VAT was not used as in-
put tax or that the correction of the input tax deduc-
tion was made. It is expected that the digitization of
the invoicing process would also apply to these doc-

uments, but the technical capability in the SEF has
not been created.

&

In practice, the concept of a payment request is still un-
clear, as well as whether a proforma invoice to a public
sector entity is considered a payment request and, if
so, which type of document is selected in the SEF.

e) Although the amendments to the Rulebook were
announced in advance by the Ministry of Finance,
only 25 days were left from the adoption of the Rule-
book to the start of its application for all technical
adjustments of the system by taxpayers, which is not
feasible in practice. It turned out that the e-invoice
system was not ready on time either. An additional
complication arises when entering data into the e-in-
voice system. Since 2018, we have been reporting in
the form of a VAT calculation overview (Rulebook on
Value Added Tax), which is submitted through the
e-taxes portal, i.e., through the Tax Administration.
Now, the same data, only in a different way, is sys-
tematized and entered the e-invoice system, which
is not within the Tax Administration but the Ministry
of Finance. This way, two types of records are kept in
parallel, i.e, the data we enter is duplicated.

f) There is no integration with the fiscalization system.
In the spirit of digitalization, it would be expected
that the data already passing through fiscalization
would be available and transferred to other records,
but unfortunately, this functionality in the SEF is not
enabled and represents a serious administrative
burden and risk for the taxpayer.

The functionality of the SEF has been fullyimplemented
since January 1, 2023, and the FIC has communicated
proposals for technical improvements on several occa-
sions. With further enhancement of e-business, it would
be significant to introduce automated data checks.

A deadline of 10 days after the end of the tax period
is provided for the electronic recording of VAT calcula-
tion and input tax, creating an unnecessary additional
obligation for taxpayers, as well as additional costs and
administration. Also, this provision shifts and shortens
the already established deadline for submitting VAT
returns as prescribed by the VAT Law.

IV. The Rulebook on Electronic Invoicing regulates the
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recording of VAT calculations in different situations. tioned instructions still do not precisely define when

Additionally, the e-Invoice website has published individual and when collective recording of calcula-
instructions related to the electronic recording of VAT tions is performed, as well as how recording is done in
calculation. However, the regulations and the men- one of the records in certain situations.

We propose the following amendments or clarifications to the Law on Electronic Invoicing:
a) Enable simple and transparent access to the “European and Serbian standard for electronic invoicing”.
b) Further harmonize the terminology of VAT and ZEF, especially aligning with Article 42 of the VAT Law.

c) We propose that the SEF develop, and the ZEF regulations specify the digital signing of cancellation docu-
ments as proof of input VAT correction.

d) We propose clarifying whether the payment request applies/does not apply to proforma invoices issued
to the public sector.

e) We propose that when amending and supplementing legal regulations, for which technical adjustments
of the taxpayer’s system are necessary, the implementation period should be a minimum of 3 to 6 months.
Additionally, we propose abolishing the POPDV form to eliminate duplicate record-keeping.

f) We propose suspending the manual transfer of fiscal receipt data until digital transfer within the SEF is
established.

With the introduction of digitalization, it is expected to simplify processes and save time in this regard, and
we ask that the development of the SEF be considered in terms of digital verification of the formal correctness
of e-invoice elements, such as logical and mathematical verification of e-invoice correctness, as well as error
reporting.

Align the date of electronic recording of VAT calculation and input tax with the date for submitting the VAT return
(by the 15th of the current month for the previous month).

We propose more detailed regulation of the method of recording VAT calculation, in collective and individual
records, as well as recording input tax, for already prescribed situations in which records are kept, and closer
definition of situations in which individual and collective VAT calculation records are kept.
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Recommendations:

Continuation of the reform of the non-tax revenue system, by eliminat-
ing all parafiscal charges that do not provide corresponding benefits
in return, in terms of specific rights, services, or resources, while at the
same time ensuring a consistent application of the Law on the Budget
System, which regulates the basic principles of introducing and collect-
ing non-tax public revenues.

Adoption of the Law on Fees that should regulate all fees paid for a public
service, while setting their level in line with Methodology and a new Law
on the Financing of Local Governments, preceded by a comprehensive
analysis of and alignment with solutions and tendencies of sectoral laws.

Any new tax burden, or increase to an existing one, should be pre-an-
nounced to taxpayers and introduced through tax laws drafted by the
Ministry of Finance, not by funds, agencies, or other ministries.

Apply the business signage tax ceiling to the obligation of a single tax-
payer, regardless of the number of facilities with displayed business
signs that they have in the territory of any one municipality or whether
they have more business facilities in other municipalities in Serbia
(banks, insurance companies, telecom companies, etc.)

Change the methodology and manner of determining the fee for the
environment protection and improvement so that the fee is paid exclu-
sively by taxpayers whose activities affect environmental pollution and
use the funds to mitigate the negative consequences of these activities.

Judicial protection of taxpayers’ rights should be significantly improved
through a reform of the Administrative Court, specialization of judges
in tax matters, or the establishment of a special department within the
Administrative Court with the sole jurisdiction to handle tax disputes.

Introduced | Significant Certain No

in the WB: progress progress progress
2015 V
2014 v
2013 V
2014 v
2020 v
2016 Vv

There are numerous parafiscal charges in Serbia that exist
in parallel with taxes, increasing the effective burden on
the economy under conditions that are often non-transpar-
ent and unfair. As a kind of public levy, parafiscal charges
actually impose an obligation that does not provide (at all
or in an adequate proportion) a specific service, right, or
good in return.

The authorities recognize this fact, which is why a parafiscal
reform was carried out in late 2012, abolishing 138 parafis-
cal levies. The reform continued in 2013, with a first draft
of the Law on Fees for the Use of Public Resources and the

adoption of the final version of the Law at the end of 2018,
but also by imposing new parafiscal levies such as a man-
datory membership fee for the Serbian Chamber of Com-
merce in 2018. The reform process is still ongoing, which
is especially reflected in the large number of changes that
have been made to the regulations governing the manner
of determining and reporting compensation for the pro-
tection and improvement of the environment.

During the previous year no significant improvements
occurred in respect to FIC recommendations given earlier.
The changes which occurred in the year 2024 solely relate



to the adjustments of RSD amounts of certain parafiscal
charges.

The reform of non-tax revenues has not been completed
yet. The remaining issue is related to fees that should be
paid for a public service proportionally to the costs of its
provision. Currently, only a part of the fees are regulated
by the Law on State Administrative Fees, while numerous
laws and by-laws have introduced levies that are by their
fiscal nature fees, but which come under different names
(charge, compensation, etc.). In addition, it is questionable
whether the Rulebook on Methodology for Determining
Costs of Public Service (Methodology) was applied when
setting the levels of all these fees.

A particular problem that we deem should be highlighted
concerns the local utility tax for displaying business signs
(business signage tax). Business signage tax costs for
remaining taxpayers has significantly increased since the
regime for the payment of the business signage tax was
changed. The overall liability of a business entity for busi-
ness signage has reached significant amounts, inter alia,
due to diverse practices amongst local governments.

To additionally point out, during 2019, the determining the
fee method for the environment protection and improve-
ment was changed on two occasions. The methodology
initially established by the Law on Fees for the Use of
Public Goods and accompanied by provided bylaws, inter
alia, defined the fee to be paid according to the amount
of pollutants emitted and the hazardous waste produced
and disposed of. However, although the method of deter-
mining the fee was intended to be paid by legal entities
and entrepreneurs who perform activities that negatively
affect the environment, the calculating fee methodology
was too complicated, which resulted in a very small num-
ber of applications fees for environment protection and
improvement by taxpayers.

At the end of December 2019, the manner of determining
the compensation for the environment protection and
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improvement was changed again by the bylaws amend-
ments. The new methodology simplifies the calculating
fee method and it envisages that the fee is paid in a fixed
annual amount depending on the size of the legal entity
in accordance with accounting regulations and the degree
of environmental impact of the predominant activity per-
formed in accordance with the prescribed classification.
However, in this way, the obligation to pay compensation
was imposed on almost all legal entities and entrepreneurs
in Serbia, regardless of whether their predominant activi-
ties really have a negative impact on the environment. The
current methodology for determining the amount of com-
pensation is contrary to the provisions of the Law on Fees
for the Use of Public Goods, which, among other things,
stipulates that the basis of compensation for environmen-
tal protection and improvement is the amount of pollution,
i.e. the degree of negative impact on the environment.

The Law on Fees for the Use of Public Goods was amended
at the end of October 2023. However, the amendments to
the law would not affect the methodology in which the
amount of compensation is determined.

The FIC reiterates that the introduction of new taxes and
duties, or increasing existing ones, during the fiscal year,
without prior notice to taxpayers that would enable them
to adapt their business to the new fiscal burden, adversely
affects the predictability of the business environment and
the operating results of companies.

The judicial protection of taxpayers’ rights is ineffective.
The proceedings before the Administrative Court are very
lengthy and the Court usually simply confirms the deci-
sion of the Tax Administration, without providing an ade-
quate statement of reasons for such a ruling. Alternatively,
in exceptional cases, the disputed decision is annulled,
and the case remanded back to the second-instance Tax
Authority, without going into the merits of the case, which
further protracts the entire process of the protection of tax-
payers’ rights. The Court almost never schedules any hear-
ing where a taxpayer could explain its arguments before
the Court or present its objections to the findings of the
Tax Administration.
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FICRECOMMENDATIONS

o Continuation of the reform of the non-tax revenue system, by eliminating all parafiscal charges that do not
provide corresponding benefits in return, in terms of specific rights, services, or resources, while at the same
time ensuring a consistent application of the Law on the Budget System, which regulates the basic principles of
introducing and collecting non-tax public revenues.

© Adoption of the Law on Fees that should regulate all fees paid for a public service, while setting their level in
line with Methodology and a new Law on the Financing of Local Governments, preceded by a comprehensive
analysis of and alignment with solutions and tendencies of sectoral laws.

o Any new tax burden, or increase to an existing one, should be pre-announced to taxpayers and introduced
through tax laws drafted by the Ministry of Finance, not by funds, agencies, or other ministries.

= Apply the business signage tax ceiling to the obligation of a single taxpayer, regardless of the number of facilities
with displayed business signs that they have in the territory of any one municipality or whether they have more
business facilities in other municipalities in Serbia (banks, insurance companies, telecom companies, etc.)

o Change the methodology and manner of determining the fee for the environment protection and improvement
so that the fee is paid exclusively by taxpayers whose activities affect environmental pollution and use the funds
to mitigate the negative consequences of these activities.

o Judicial protection of taxpayers’ rights should be significantly improved through a reform of the Administrative
Court, specialization of judges in tax matters, or the establishment of a special department within the
Administrative Court with the sole jurisdiction to handle tax disputes.
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FOOD AND
AGRICULTURE

Agriculture and the food industry are crucial for local and
national economic development. Therefore, accelerated
work is necessary to improve institutions, legislation, and
the business environment in this area. The recent pan-
demic crisis and ongoing socio-economic and political
events in Europe, as well as global climate change, have a
significant impact on the functioning of many economic
sectors, especially on the availability of raw materials, ris-
ing prices in the raw material and transportation markets.
In these conditions, agriculture and food production must
not stop but must operate faster and more efficiently.

Despite these challenges, there has been no significant
progress in the functioning of the local food safety system,
as official controls continue at the same pace. The physi-
cal exchange of documentation with competent author-
ities poses an obstacle to the efficient functioning of the
food sector. A transparent and comprehensive risk analysis
system would make the flow of goods more efficient. Reor-
ganizing existing resources, focusing on high-risk products
and entities in the food business would increase control
over those that are truly risky, which is of multiple impor-
tance in such circumstances.

Harmonizing regulations with EU standards is not progress-
ing at the expected pace. There are conflicts of jurisdiction,
with the Ministry of Agriculture harmonizing food decla-
ration, while the Ministry of Trade issues regulations that
override harmonized rules in this area. Implementation in
practice is challenging due to unclear institutional jurisdic-
tion in interpreting regulations. Although some regulations
are aligned, national laws limit the application of EU prac-
tices, posing a barrier to free trade and innovation in pro-
duction and the development of new products. The focus
must be on modernizing outdated regulations, eliminating
trade restrictions, and focusing on the protection of local
and traditional products.
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The report of the Risk Assessment Expert Council, estab-
lished in June 2017, and the activities of the Council are not
known to the public.

There is room for improvement, both in improving the reg-
ulatory framework to ensure high standards in food quality
control and in applying a consistent approach to controlling
all food business entities, including importers and local
producers. It is important to simplify testing procedures,
strengthen transparency, and enable predictability of goods
retention. Improving the capacity of control bodies and a
risk-based approach are key to further strengthening the
food safety management system. Enabling electronic data
and document exchange between government institutions
and the private sector is also of paramount importance.

It is important to emphasize the importance of regenera-
tive agriculture, as these practices are still not widely appli-
cable, although they are crucial for preserving our land and
ensuring food supply for future generations. It is encour-
aging that awareness of the importance of regenerative
agriculture is growing among farmers, and that there are
companies and producers who have begun to apply these
key practices to our land. In addition to preserving land
and ensuring crops, it is important to note that the EU is
increasingly concerned with the use of raw materials from
regenerative sources. This is very important for producers
who want to export to the EU, as it will become a limiting
factor in competitiveness in the EU market if raw materials
are not produced using regenerative agricultural practices.
State support and subsidies for the purchase of equipment
and farmer education are essential to raise awareness that
investing in these practices is not a short-term solution
but should become a new way of working. Therefore, it is
necessary to include regenerative agricultural practices in
national strategic and program documents and laws regu-
lating the field of agriculture and rural development.
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Recommendations:

Align the Law on Food Safety and all accompanying bylaws with EU reg-
ulations (178/2002 / EC and accompanying bylaws).

Establish a transparent and comprehensive risk analysis system (com-
bination of product, country of origin, manufacturer, destination and
importer risk) by all inspection services, with the establishment of a
functional IT system and digitization of supervision.

Establish uniform rules in the procedures of inspection services in
terms of costs, deadlines, field work mechanisms, taking the number of
samples, determining the type and number of analyzes during official
controls.

To harmonize the criteria of the laboratory during control analyzes, with
a clearly defined responsibility of the laboratory regarding the interpre-
tation of regulations.

Establish a national Food Safety Agency following the example of EU
member states and neighboring countries and create conditions for the
National Reference Laboratory to perform all tasks provided by law, in
order to strengthen the capacity of the food safety system.

Create legal conditions for food business operators to place new foods
on the market from the list, according to a simplified procedure, and
keep the approval procedure for novel foods that are not on the list in
Annex 1, according to the EU model.

Enable electronic exchange of data between state institutions and the

Introduced | Significant Certain No
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economy.

The Food Safety Law (hereinafter: the Law), which was
adopted in 2009 and amended in 2019, is still not fully
implemented, and not all anticipated subordinate regula-
tions have been adopted.

The amendments to the Law have led to a reorganization of
inspection supervision responsibilities between the Ministry
of Agriculture and the Ministry of Health. The National Ref-
erence Laboratory was established in 2015, and the amend-
ments to the Law in 2019 defined its jurisdiction and intro-
duced the concept of Reference Laboratories. The ministries
select reference laboratories through competitions, and the
list of reference laboratories is mandated to be published in
the “Official Gazette of the Republic of Serbia.”

A working group for milk was formed within the Ministry

of Agriculture in 2015, but by mid-2024, not completely
and permanently alignment of the legal regulations
related to milk safety has been achieved. The maximum
allowable content of aflatoxin M1 in raw milk has been
extended to 0.25 pg/kg to accommodate milk producers
in Serbia. It is anticipated that the maximum values will
be aligned with the European standards (0.05 pg/kg) from
December 1st, but it is uncertain whether the maximum
value of 0.25 pg/kg will be extended for another year, fol-
lowing the practice of previous years. This measure opens
the possibility of importing milk from neighbouring coun-
tries and the EU whose aflatoxin content exceeds the limit
of 0.05 pg/kg prescribed in the EU. To ensure food safety,
measures need to be taken to reduce the presence of afla-
toxins in animal feed.

The Risk Assessment Expert Council was officially formed
in April 2017.



The Regulation on maximum levels of contaminants in
food use to be annually harmonized with the applicable EU
regulations for specific types of food under the jurisdiction
of the Ministry of Agriculture. This regulation also incor-
porates the provisions of EU Regulation 2017/2158, which
prescribe measures to reduce the presence of acrylamide
in certain categories of food.

The new Regulation on maximum levels of certain contam-
inants in food, which is aligned with EU Regulation (EU)
2023/915, came into force in September. For the first time,
it includes categories of food under the jurisdiction of the
Ministry of Health (e.g., baby food), marking a significant
step in the efforts of both ministries to fully harmonize
this area. This brings Serbia closer to fully aligning its food
safety regulations concerning contaminants with those of
the EU and neighbouring countries, despite the existence
of requirements that differ from EU legislation (aflatoxin in
milk, mercury in dietary products).

The Food Safety Law and some subordinate regulations are
not aligned with EU regulations:

a. Current provisions of the Law limit full compliance,
such as the mismatch of food categorization with EU
legal categories, for example, food with modified nutri-
tional composition.

b. The Regulation on maximum levels of contaminants in
food partially relies on Regulation EC 2023/915 in the
EU. This is because the requirements for food for infants
and young children is not completely in line with the
EU requirements for contaminants. Some provisions
related to contaminants, which are not specified by EU
regulations, are still in effect from the regulation gov-
erning dietary products. The Coffee Product Quality
Regulation prescribes requirements that are not spec-
ified at the EU level. The Fruit Juice Regulation also
imposes additional quality requirements for fruit juices.
This puts domestic food businesses at a disadvantage
compared to businesses outside of Serbia.

c. There is room for different interpretations by inspec-
tions, which can lead to inconsistencies in the applica-
tion of the law.
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d. National legislation is slow to adopt the latest amend-
ments and updates to regulations regarding the use of
food additives.

The lack of a comprehensive risk assessment system by
inspection services has not led to progress and coordi-
nation in the application of methods for analysis and risk
assessment:

a. The establishment of the Risk Assessment Expert Coun-
cil was intended to enhance risk analysis according to
the Law, but this has not happened. After 6 years since
its establishment, the activities of the Council are not
known to the public.

b. Risk analysis would enable the classification of food
business operators as low risk or high risk, which would
expedite the customs clearance process for low-risk
goods. Importers assessed as low risk could save money
and time through faster document processing and a
reduced number of inspections during import.

c. Risk analysis would reduce the burden on inspection
services and relieve their limited resources, as resources
would be directed towards examining high-risk products.

d. The publication of the Regulation on specific elements
of risk assessment for sanitary and agricultural inspec-
tions in 2018 created a framework for initiating the risk
assessment process, but there is still inconsistency in its
application among different inspections.

Unpredictable business conditions during the procure-
ment of raw materials for food production:

a. The lack of uniform rules in inspection procedures
leads to different costs, deadlines, fieldwork mecha-
nisms, sampling methods, and the determination of the
number of analyses in laboratory processes.

b. Laboratories apply different criteria for control analy-
ses, and the responsibility of laboratories in interpret-
ing regulations is not clearly defined.

Unclear procedure for placing novel food on the market:
a. Although the Regulation on novel food adopts the list

of food freely placed on the EU market, an additional
procedure for placing new food on the market, unlike
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the procedurein the EU, is repeated by all food business that food in the EU, which has already been adopted in
operators each time the same ingredients of new food Annex 1 of this regulation. It is not known whether the
are used as ingredients in other products. Expert Council for Food has issued an opinion contrary

to the EFSA opinion for the same food.
b. The Ministry grants approval based on the opinion
of the Expert Council for Food, even though there is  The exchange of documentation with competent authori-
already a relevant scientific opinion from an interna- ties is still mainly done physically, which hinders the work
tionally recognized institution (EFSA) on the use of  of companies and slows down the flow of goods.

N
FICRECOMMENDATIONS

o Align the Food Safety Law and all related subordinate regulations with EU regulation (178/2002/EC and
accompanying subordinate acts).

o Establish a transparent and comprehensive risk analysis system by all inspection services, including the
establishment of a functional IT system and digitization of supervision.

o Establish uniform rules in inspection procedures regarding costs, deadlines, fieldwork mechanisms, sampling
methods, and the determination of the type and number of analyses during official controls.

o Standardize criteria for laboratories during control analyses, with a clearly defined responsibility of laboratories
in interpreting regulations.

o Establish a national food safety agency following the example of EU member states and neighbouring countries
and create conditions for the National Reference Laboratory to perform all tasks prescribed by law in order to

strengthen the capacity of the food safety system.

o Simplify the procedure for placing new food on the market from the list in Annex 1, while maintaining the
approval process for new food not listed in Annex 1, following the EU model.

o Enable electronic data exchange between government institutions and the private sector.

T top



Recommendations:

Adopt the new Law on Sanitary Supervision and executive regulations
on the work of sanitary and phytosanitary inspection harmonized with
the Law on Inspection Supervision and EU regulations, as well as the
Law on Official Controls based on Regulation (EU) 2017/625 and execu-
tive regulations on the conducting official controls manner. This would
ensure the consistent application of uniform rules of the inspection ser-
vices procedures.

Modify the Decisions of the competent inspections so as to allow the
use of raw materials in production, without the right to release the fin-
ished product until obtaining a decision on the release of raw materials.

Clearly define the time period required for import procedures for all
types of food.

Enable electronic data exchange between state institutions and the
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economy.

Amendments to the Food Safety Law in 2019 reorganized the
division of responsibilities for inspection supervision between
the relevant inspections of the Ministry of Agriculture (phy-
tosanitary, agricultural, and veterinary) and the Ministry of
Health (sanitary). Additionally, the Ministry of Health estab-
lishes health and safety requirements for articles of general
use, including food contact materials (FCM), while the sanitary
inspection is responsible for enforcing the legal regulations
that cover food contact materials, including packaging.

The work of inspection services is regulated by the Law on
Inspection Supervision, which has been in effect since April
2016. Some inspections have developed models for imple-
menting the Law on Inspection Supervision, but full align-
ment of sector-specific regulations with this law has not yet
been completed.

The Ministry of Health has been in the process of adopting
anew Law on Sanitary Supervision since 2016, which would
provide more detailed regulations for the tasks of sanitary
supervision.

Improvement has been noticed in the work of the bor-

Introduced | Significant Certain No

in the WB: progress progress progress
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der phytosanitary inspection, considering the established
internal traceability system that contributes to the imple-
mentation of risk analysis to a certain extent.

Although announced several years ago, the Law on Sanitary
Supervision and executive regulations on the work of san-
itary and phytosanitary inspections, as well as the Law on
Official Controls, have not yet been adopted, which would
align them with the Law on Inspection Supervision and EU
regulations. There is a lack of executive regulations, such as
the Regulation on the Implementation of Official Controls,
the approval and certification system, cooperation with
customs authorities and competent authorities of EU mem-
ber states and third countries, inspection, sampling, setting
deadlines for conducting official controls, as well as report-
ing on conducted controls. Additionally, there is a lack of
a Regulation on sampling and testing methods for food in
the process of official control and other regulations. This
situation creates inconsistency in the actions of inspection
services and varies in the implementation of the risk assess-
ment system. As a result, risk analysis is not applied in the
work of the sanitary inspection, where all shipments are
sampled and sent for laboratory analysis, including articles
of general use and food contact materials, including pack-
aging. This leads to unnecessary significant financial costs
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for business entities where no irregularities are found, as
well as delays in deliveries and unpredictability in business
and planning.

Competent inspections do not allow the use of raw mate-
rials in production before obtaining the Decision on the
release of raw materials into free circulation, resulting in
loss of time and money.

Since the beginning of this year, the Directorate for Veteri-
nary Medicine has experienced significant delays in issuing
decisions on determining veterinary-sanitary conditions
for the import or transit of shipments of food of animal
origin, as well as mixed food, which the Ministry issues in
accordance with Article 124, paragraph 2 of the Veterinary
Law. These delays occur despite no changes in the law or
bylaws. Importers face additional requirements and delays
due to requests for additional documentation, even when
it is necessary to renew existing decisions after their expi-

ration, without changes that would affect the risk analysis
according to Article 124 of the Law. The decisions have a
validity period of 3 months for milk, dairy products, meat,
and meat products, while they last for 6 months for various
mixed goods. The lack of transparency in the process and
requests for additional documentation often lead to a sig-
nificant extension of the deadline of one month for deliv-
ering the decisions. This poses a challenge for importers,
who sometimes must submit requests for the next quar-
ter before receiving decisions for the upcoming period to
overcome delays in procuring goods.

The time required for import procedures for food is not
clearly defined.

The exchange of documentation with competent author-
ities still largely takes place physically, which hinders the
work of companies and significantly slows down the flow
of goods.

Adopt a new Law on Sanitary Supervision and executive regulations on the work of sanitary and phytosanitary
inspections that are aligned with the Law on Inspection Supervision and EU regulations, as well as a Law on
Official Controls based on Regulation (EU) 2017/625 and executive regulations on the implementation of official
controls. This would ensure consistent implementation of unified rules in inspection procedures and a unified

approach to comprehensive risk analysis.

Amend the decisions of the competent inspections to allow the use of raw materials in production without the
right to release the finished product into free circulation until the decision on the release of raw materials into

circulation is obtained.

To overcome delays in issuing decisions on veterinary-sanitary conditions for import or transit shipments, it is
suggested that the Ministry of Agriculture adopt a bylaw that prescribes the list of necessary documentation
and deadlines for submitting requests and issuing decisions. This will enable greater transparency in the process,
more efficient procurement of goods, and predictability in business.

Clearly define the time required for import procedures for all types of food.

Enable electronic data exchange between state institutions and the economy.




Recommendations:

Define the competence of institutions regarding the interpretation of
regulations in the field of food safety and ensure the obligation to apply
the official positions of the Ministry to all participants in the chain. Estab-
lish the competent Ministry for the area of declaring food and ensure
uniform interpretations and application of the Rulebooks, Guides and
Instructions it has carried out competent ministry.

Adopt the Rulebook on the Conditions and Manner of Production and
Food Market Placing for which Quality Conditions are not Prescribed.

Adopt executive regulations arising from the Law on Food Safety and
harmonize them with EU.

Adopt Amendments to Article 34 of the Law on Trade in terms of clearly
defining that the provisions of this Article do not apply to products to
which the provisions of the Law on Food Safety apply, and bylaws pre-
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scribing the declaration and labelling of food.

Since June 2018, the Regulation on the Declaration, Label-
ling, and Advertising of Food has been in effect, which is
largely aligned with relevant EU regulations. In September
2020, amendments were made to the Regulation to harmo-
nize the provisions regarding the declaration of the coun-
try of origin of the main ingredient in accordance with EU
regulations 2018/775 and (EU) 1155/2013, with effect from
January 1, 2023. Additionally, in early 2022, provisions were
added that further prescribe the appearance of the graphic
mark “Originating from Serbia” for meat and meat products
to support consumer information about local products.

There are a number of regulations that govern the quality
of certain categories of food, but they are not fully aligned
with the EU, are outdated, or there are no EU regulations
defining the quality of these food categories. This vertical
legislation puts economic entities at a disadvantage com-
pared to producers in the region and the European Union.
Often, due to the outdated regulations, it is difficult to find
suitable raw materials and they have a higher cost, and
some raw materials cannot even be placed on the market

or used in production due to the absence of a specific cat-
egory within the regulations. A similar situation exists with
finished products that do not fit into the categorization of
the mentioned regulations.

The Trade Law, enacted in mid-2019 by the Ministry of Inter-
nal and Foreign Trade, stipulates the obligation to label the
country of production on the declaration of goods in retail
trade. However, it is still unclear whether this obligation
applies to the labelling of food, considering that the Food
Safety Law (lex specialis) and the Regulation on the Decla-
ration, Labelling, and Advertising of Food are in force. The
Regulation requires mandatory indication of the country of
origin only for certain categories of food, while in the case
of voluntary indication, it also imposes an additional obliga-
tion to indicate the country of origin of the main ingredient.
Additionally, there is inconsistency in the interpretation of
regulations by inspections and food business operators,
leading to conflicts of jurisdiction, as well as uncertainty in
business and difficulties in foreign trade with the EU and
neighbouring countries. The responsibilities for harmoniz-
ing the regulations from Chapter Xll are unclear, as differ-
ent ministries have different approaches to the same area.
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In previous years, certain regulations have been amended
to expand the list of categories based on the needs of food
business operators. However, despite these individual
amendments, a systemic solution has not been achieved,
leading to the conclusion that significant improvements in
this area have not been observed.

The current legal framework does not clearly define the
authority for interpreting regulations in the field of food
safety, while over time, a practice has emerged in the mar-
ket where laboratories interpret the regulations:

a. Regardless of the fact that the legal assessment or
determination of certain illegalities in business opera-
tions is exclusively within the jurisdiction of inspectors,
according to Article 37 of the Law on Inspection Super-
vision, inspectors, as the competent authority, exclu-
sively rely on the conclusion of the laboratory, which
is not always aligned with the official position of the
Ministry that enacted the regulation. This situation is
particularly noticeable when interpreting regulations
on food labeling, where there are different approaches
and interpretations, despite the existence of a Guide.

b. The official position of the competent Ministry is not a
binding act for inspection services.

c. This practice creates difficulties in the functioning of
economic entities in the food business and limits their
ability for long-term planning.

d. A bylaw has not yet been adopted in which ministers,
in accordance with the division of responsibilities from
Article 12 of the Law, specify the conditions and meth-
ods of production and placing on the market of food for
which quality conditions are not prescribed, as envis-
aged by Article 55 of the Law.

Non harmonised regulations prescribing product quality
with EU regulations:

a. Most national regulations that prescribe the quality
of certain food categories date back to the 1980s and
1990s. Some of these regulations, such as the Regu-
lation on the Quality of Fruit and Vegetable Products

and the Regulation on the Quality of Raw Coffee, Cof-
fee Products, Coffee Substitutes, and Related Prod-
ucts, although more recent, are exclusively of national
character and not aligned with EU legislation. There
are no EU-level requirements for these products,
except for instant coffee and instant coffee substi-
tutes. The latest amendment to the Regulation on the
Quality of Fruit and Vegetable Products, from the end
of 2021, did not make any progress in harmonization.
By enacting national regulations, the quality group of
the Ministry of Agriculture shows a sense of the needs
of domestic producers to define quality parameters
for certain product categories, as well as traditional
products, in order to reduce the possibility of misuse.
However, these regulations can limit food business
operators, especially in cases where products cannot
be classified into any of the categories of the newly
enacted regulation, particularly with related prod-
ucts where there is room for different interpretations.
These situations can be overcome through amend-
ments and supplements to the regulations, but such
solutions require a longer time and do not contribute
to efficiency.

b. The Regulation on Fruit Juices, although harmonized
with Regulation EC 2012/12, still has additional require-
ments regarding the quality of fruit juices, which are
taken from the standards of the European Association
of Fruit Juice Producers. However, these standards have
voluntary, rather than legally binding, application in EU
countries. This puts domestic food business operators
at a disadvantage compared to entities operating out-
side of Serbia.

c. TheRegulation on Dietary Supplements retains the pro-
cess of registering products in the Ministry’s database,
similar to the process that existed in the Regulation on
the Health Safety of Dietary Products. Unlike the noti-
fication process in EU countries, this process involves
obtaining certificates from multiple institutions before
registration in the Ministry of Health’s database.

The misalignment of the requirements of the Trade Law,
which obligates the indication of the country of origin, and
the Regulation on Labeling, which prescribes the obliga-
tion to indicate the country of origin of the main ingredient
when voluntarily indicating the country of origin on prod-
uct labels, creates a framework for additional problems in
practice.
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Identify the competent institution for interpreting regulations in the field of food safety and ensure that the
official positions of the Ministry are mandatory for all participants in the chain. Additionally, establish a competent
Ministry for the area of food labeling to ensure consistent interpretation and implementation of regulations,

guides, and instructions issued by the relevant ministry.

Adopt a regulation that will regulate the conditions and methods of production and placing on the market of

food for which quality conditions are not prescribed.

Adopt executive regulations derived from the Food Safety Law and align them with EU regulations.

Amend Article 34 of the Trade Law to clearly define that the provisions of that article do not apply to products
subject to the provisions of the Food Safety Law and subordinate regulations governing the labeling and marking

of food.

With the increasing global population, the demand for food
is also growing. At the same time, food producers are facing
increasing pressure to adopt more sustainable business strat-
egies and practices, given the significant role of agriculture
and the food industry in combating climate change. The main
challenge for the food industry is how to ensure an adequate
food supply for the growing population while dealing with
the threats of climate change and general soil degradation
caused by intensive farming practices. This problem is also
present in Serbia, where research shows that humus content
is declining at a faster rate than in the mid-20th century.

Agriculture is one of the main pillars of economic activity
and growth in the Republic of Serbia. Agricultural land cov-
ers nearly half of the country’s territory, and agriculture con-
tributes to almost 7% of Serbia’s GDP. The agricultural sec-
tor employs 547,000 people, with 78.7% working in primary
agriculture, accounting for almost 20% of total employment
in Serbia. Agriculture also accounts for 17.8% of Serbia’s total
export of goods, with a total export value of 4.8 billion euros
and a trade surplus in agricultural and food products of 1.6

billion euros. Primary agricultural products make up 69% of
total exports, while processed agricultural products account
for 30.7%. Agriculture is recognized as a sector with signifi-
cant impacts and risks related to ESG (Environment, Social,
Governance) factors worldwide. Serbia has a unique oppor-
tunity to develop and implement detailed ESG regulations
in the agricultural sector, which will impact both large enter-
prises and small-scale farmers, enabling economic growth
and the development of sustainable business practices.

Agricultural production contributes to 66% of total emis-
sions in the supply chain from farm to fork. Proposed meas-
ures to reduce the carbon footprint in agricultural produc-
tion include two key steps:

Increasing the capacity of land to retain carbon through the
adoption of regenerative agricultural practices. Increasing
carbon content in the soil is mainly achieved through the
implementation of regenerative agricultural practices, as
mentioned in section 6.4.3 “CO, Emissions in Serbian Ag-
riculture.” When these practices are successfully applied,
they act as the main compensation for emissions arising
from field work and natural processes. The implementa-
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tion of regenerative agricultural practices is best combined
with targeted measures to reduce CO, emissions, contrib-
uting to achieving a cumulative positive effect.

Reducing greenhouse gas emissions from all sources,
both natural and human.

There are currently no improvements as the topic is new in
the White Book.

Legislation in Serbia shows a strong tendency towards har-
monization with EU regulations, particularly in the field of
agriculture. However, certain deficiencies and inconsisten-
cies have been identified regarding general ESG regula-
tions. While there is room for improvement, achieving full
harmonization with the EU does not require a complete
change of the regulatory framework but rather the adapta-
tion of existing regulations.

The identified deficiencies include:

Lack of an ESG regulatory framework that defines the
rights and obligations of economic entities regarding
non-financial reporting at the level currently in force in
the EU. This is important to ensure transparency and ac-
countability regarding ESG factors.

Failure to recognize regenerative agricultural practices
in strategic planning documents and laws, despite their
crucial role in sustainable land management and reduc-
ing negative environmental impacts.

Absence of systemic and financial support for the
transition to regenerative land management systems.
Farmers need support in the form of training, tech-
nological solutions, and financial incentives to adopt
sustainable practices and reduce their environmental
impact.

Limited awareness among farmers about the existing
systems and opportunities for financial support.

Within national strategic and programmatic documents and laws governing agriculture and rural development,
it is necessary to recognize and incorporate regenerative agricultural practices. These documents include the
Strategy for Agriculture and Rural Development, National Agricultural Program, National Rural Development
Program, Law on Agriculture and Rural Development, and Law on Incentives in Agriculture and Rural Development.

Provide financial support through subsidies and other available tools to support the transition of agricultural
producers from conventional to regenerative agricultural practices. These support measures would include
subsidies within rural development support programs, as well as direct payments.

Consider the possibility of additional subsidies for producers implementing regenerative agricultural practices
within direct payments in primary crop production, following a similar principle to the subsidies provided for
organic farming compared to conventional production.

Invest in farmer education programs and capacity building focused on sustainable agricultural practices,
providing farmers with the knowledge and skills necessary to adopt environmentally friendly methods.
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(ZERO RESIDUE CONCEPT: FRUIT AND VEGETABLES WITHOUT PESTICIDE RESIDUE)

In the modern world, health standards and food safety are
key for consumers. The “Zero Residue” or “Pesticide Resi-
due-Free” concept represents one of the latest trends in agri-
culture, the goal of which is to eliminate pesticide residue on
fruit and vegetables offered on the market. Not only does
this approach secure healthier products for customers, but it
also contributes significantly to sustainable development of
agriculture and preservation of the environment.

Agriculture plays a crucial role in the economy of the Republic
of Serbia. With almost 50% of the country’s territory engaged
in agricultural production, this sector contributes approxi-
mately 7% of the country’s GDP and employs a large number
of people. However, traditional agricultural practices often
include pesticides in order to protect crops from pests and
diseases. While pesticides help increase yield, their misuse can
negatively impact the environment and human health.

The strategy for sustainability and food safety recognizes
the importance of reducing pesticide residue in products.
In cooperation with the Faculty of Agriculture at the Uni-
versity of Belgrade, a new food safety management con-
cept was developed in 2022. With the aim of producing
fruits and vegetables free from pesticide residues through
good agricultural practices, standards in the food supply
chain are significantly raised, and this benefits primary
producers, and particularly consumers and society, as well
as companies that implement and promote a responsi-
ble approach to food safety. In the summer of 2022, the
first “Zero Residue” crops were produced in Serbia, and
they included cantaloupes and watermelons marked with
the official guarantee stamp. In 2023, the concept was
upgraded and expanded to include new fruit and vegeta-
ble crops, including cherries, raspberries, pumpkins, and
packaged lettuce. This innovative approach includes the
application of advanced technologies in production, strict
control of good agricultural practices and laboratory analy-
ses that prove the absence of pesticides in products.

This type of innovation is exactly how synergy between sci-
ence and business is achieved. Through this kind of coop-

eration, retailers make sure that the products offered at the
retail chain comply with the highest quality and safety stand-
ards. Moreover, the Faculty of Agriculture of University of Bel-
grade, as Serbia’s leading scientific institution in food produc-
tion, plays a key role in validating good agricultural practices
among primary producers and conducting laboratory anal-
yses. This process involves strict control of every step during
the production, from planting to harvesting and distribution.

The partnership between retailers and local producers
is one of the key elements of the success of this concept.
Expanding the concept to include new fruit and vegeta-
ble crops ensures that consumers have access to a wider
selection of healthier and safer products. During 2023, the
number of products with the “Zero Pesticide Residue” label
increased from seven to 16, whereas the volume of these
products on the market increased by 138 percent. These
results clearly indicate the success of the concept and the
market’s readiness to accept and support such initiatives.

Retailers will continue to work on expanding this concept,
aiming to include even more types of fruit and vegetables.
Analyses are already underway to extend it to new varieties
of apples and vegetable crops. This process not only con-
tributes to a healthier diet but also sets new standards in
agricultural production in Serbia, promoting sustainability
and responsible resource use.

Currently, there are no improvements as the topic is new in
the White Book 2024.

Although the concept “Pesticide Residue Free” is a step
forward toward healthier and safer food, there are several
challenges in Serbia:

Lack of clear regulations: Currently, there is no com-
prehensive legal framework governing pesticide resi-
due-free products at the national level. This complicates
the standardization and certification of these products.



~ Financial challenges for producers: Transition to pes-

ticide residue-free production requires additional fi-
nancial investments in new technologies and training,
which poses a significant challenge for many agricultur-
al producers.

Insufficient consumer awareness: Many consumers are
not adequately informed about this innovative produc-
tion concept, affecting demand.

~ Lack of support for small producers: Small agricultural

producers often lack access to the resources needed to
transition to pesticide residue-free production, which
can reduce their competitiveness.

Maintaining quality: Continuously upholding high pro-
duction standards and quality control requires ongoing
investments and supervision, which can be challenging
for producers.

1A

Foreign Investors Council kFI 3)

FICRECOMMENDATIONS

o Development and implementation of a national regulatory framework: It is proposed to adopt comprehensive
regulations that will define standards and procedures for the production and certification of pesticide residue-
free products. This will provide clear guidelines for producers and increase consumer trust.

o Financial support and subsidies: Financial assistance should be provided through subsidies and other tools to
help producers transition to the Zero Residue concept. This includes subsidies for acquiring new technologies,
training, and educating farmers.

© Raising consumer awareness: Campaigns to inform and educate consumers about the benefits of pesticide
residue-free products are essential. This will increase demand for these products and encourage producers to
adopt this concept.

o Support for small producers: Special support programs for small agricultural producers, including access to
technology and training.

o Continuous quality improvement: Establishing a system for ongoing monitoring and quality improvement
through collaboration with scientific institutions such as the Faculty of Agriculture at the University of Belgrade.
This will ensure that products remain compliant with high standards and that issues are addressed promptly.

T top
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TOBACCO INDUSTRY.

The tobacco industry represents a stable and reasona-
bly regulated sector that contributes, on average, 8% of
the total revenue to the budget of the Republic of Serbia
each year. Three multinational companies, along with one
domestic producer are operating in Serbia. These compa-
nies directly employ more than 2,000 people and indirectly
additional 5,000. When firms that support the tobacco
industry’s operations, such as distributors, retailers, and
others are included, this number is significantly higher.

In Serbia, the production of tobacco products has signif-
icantly increased across all segments over the past five
years (2019-2023). Last year, 18.27% more cigarettes were
produced compared to 2019, while domestic sales in the
same period decreased by 7%. This indicates a 31% increase
in the export of tobacco products during the mentioned
period. The total foreign trade exchange of tobacco and
tobacco products in 2023 amounted to €839.8 million,
of which €549.5 million was attributed to exports, while
imports were valued at €290.3 million, resulting in a surplus
of approximately €259.2 million.

From 2019 to 2023, tobacco production was carried out on
an average annual area of 4,375 hectares, while in 2024,
production was recorded on 4,556 hectares. In the first six
months of 2024, cigarette production increased by 5% com-
pared to the same period of the previous year. The value of
tobacco exports in the first six months of 2024 decreased
by 11% compared to the same period of the previous year,
while the value of imports increased by 6%.

In Serbia, there is an illegal market for tobacco and tobacco
products, the suppression of which has been designated
as a priority by the Government of the Republic of Serbia
through the establishment of the Working Group for Com-
bating Tobacco Smuggling (Government Decision pub-
lished in the “Official Gazette of RS” No. 47/16). The revenue
from excise duties and VAT on tobacco products in 2023
amounted to 165.6 billion RSD, representing a 40% increase
compared to 2016, when the revenue from this source was
118 billion RSD. Therefore, it is of paramount importance
for Serbia to control tobacco production within its territory,
especially considering that around 90% of the black market
is consisted of cut tobacco rather than cigarettes. Never-
theless, the efforts of state authorities, led by the Ministry
of Internal Affairs, the Customs Administration, the Mar-
ket, Phytosanitary, and Agricultural Inspections, together

with industry representatives, are yielding visible results
in curbing the illegal production and trade of tobacco
and tobacco products, thereby minimizing the damage to
budget revenues.

Amendments to the Tobacco Law, on which the Tobacco
Administration was working intensively in collaboration
with all relevant market participants, and which have been
in effect since November 2023, have introduced definitions
for new tobacco and nicotine products, such as non-com-
bustible tobacco and related products (electronic ciga-
rettes, nicotine pouches, herbal products for smoking or
heating, and shisha flavors). This law also introduced the
definition of an electronic device for heating tobacco or
herbal products.

Given that the global tobacco industry has committed to
the harm reduction concept by introducing and develop-
ing alternative products with reduced harm compared to
conventional cigarettes, the unique regulatory framework
adopted by Serbia Government encourages the transfor-
mation of the industry.

The law also introduced registers of manufacturers and
importers of related products, as well as additional restric-
tions on the sale of tobacco and related products, the most
important of which is the explicit prohibition of sales to
minors. Since products containing nicotine or tobacco are
intended exclusively for adult users, this regulatory frame-
work supports the principle of responsible marketing and a
strong commitment to prevention and restricting access to
all tobacco and nicotine products for minors.

The Excise Law regulated the consistent implementation of
a five-year excise calendar; it also introduced and presented
the e-Excise System - digitizing the processes of ordering
and using control excise stamps with QR codes for tobacco
products, whose mandatory use came into effect on Octo-
ber 1, 2024. Amendments to the Excise Law also defined a
system for tracking tobacco products in the production and
supply chain in Serbia, modeled after the systems in the
European Union, known as Track & Trace systems.

In addition to market stabilization, the negative impact of
the illegal market for cut tobacco remains evident, threat-
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ening the sustainability of the entire supply chain within
the tobacco industry, as well as employment and GDP,
which are directly influenced by the production and distri-
bution chain of tobacco products. It is estimated that the
volume of the illegal market in Serbia is around 16.3%, with
three-quarters consisting of leaf tobacco and cut tobacco
of domestic origin, and the remainder being illegal cig-
arettes that are either unmarked or marked with stamps
from neighboring markets where excise duties are lower.

Moreover, the illegal sale of tobacco products negatively
impacts consumers due to unknown origins, uncontrolled

production, storage, and transport conditions, and the
fact thatillegal tobacco products are accessible to minors,
do not contain legally required health warnings, and are
illegally advertised. The Government of the Republic of
Serbia is making significant efforts to combat the illegal
trade of tobacco products, as evidenced by the quantities
of seized tobacco and cigarettes and the continuously
increasing number of proceedings against various perpe-
trators of the criminal offense of illegal trade in tobacco
and tobacco products. However, there is still a noticeable
lack of adequate prosecution by the public prosecutor’s
office and the courts.

It is necessary for all relevant public institutions to continue to focus on an efficient implementation of the law in
order to combat the illegal tobacco market, which has a significant negative effect on all of society. The Foreign
Investors Council also supports efforts of the Serbian Government in combating the illicit trade in tobacco and
tobacco products and proposes once again the formation of a special department within the Prosecutor’s Office

which would be responsible for excise goods.

Continue with the open dialogue between the Government of Serbia and the tobacco industry in all important
matters concerning business conditions in the tobacco product market. The Foreign Investors Council strongly
supports this kind of dialogue, based on the principles of participation, transparency, accountability, effectiveness,

and coherence.

The current excise calendar is set to expire at the end of 2025. It is necessary to continue a responsible and
consistent excise policy that ensures predictability for all actors in the tobacco industry’s production and
distribution chain, anticipates gradual increases in excise burdens, and considers the different risk profiles of the
products involved. Such an approach would ensure stable budget revenues and prevent the growth of illegal

flows within the industry.

Innovations in science and technology, along with the application of the highest standards in the tobacco
industry, have contributed to the development of new categories of tobacco and related products that can
reduce the negative effects compared to cigarette consumption. When creating a regulatory framework, it is
important for the legislator to recognize the unique characteristics and specificities of these products, consider
existing scientific evidence, and apply the principles of proportionality so that consumers have adequate access

to information and can make informed decisions.

Disclamer: At the time of concluding this text, amendments to the Advertising Law and the Draft Law on Amendments
to the Excise Law were in procedure. The changes will be addressed in the next edition of the White Book.




INSURANCE SECTOR

Recommendations:

INSURANCE CONTRACT LAW

The enactment of a special Insurance Contract Law that would con-
solidate the provisions of the contractual insurance law. Creation of a
working group of prominent lawyers in this field (distinguished profes-
sors, experts, people from the insurance industry, lawyers specialized in
insurance law, etc.) who know both theory and practice, but also ten-
dencies in the European countries and who would make a significant
contribution to the development of the insurance market in our coun-
try. A good basis can be the Draft Insurance Contract Law prepared by
the UOS which fully protects the rights and interests of insurance ser-
vice consumers in line with the highest EU standards.
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Introduced | Significant Certain No

in the WB:

2022

MEDIATION AS A MANDATORY STEP BEFORE THE INSURANCE COURT DISPUTE

Stipulate insurance mediation as a mandatory step before proceeding
to litigation and amend the regulation accordingly.

LIFE INSURANCE - EXEMPTION FROM TAXABLE INCOME OF PERSONAL INSURANCE FEES

Introduction of tax relief for life insurance in the Law on Personal
Income Tax.

2022

2021

progress progress progress

ELIMINATION OF DOUBLE TAXATION FOR UNIT LINK PRODUCTS AND INVESTING IN INVESTMENT FUNDS

Since the insurance company only has formal ownership of the invest-
ment fund units, i.e. cannot freely dispose of them and the payment of
insurance benefit to a natural person (difference between the insured
sum obtained from the sale of the fund units by the insurance com-
pany and paid premiums) represents a taxable income of a natural per-
son, the Law on Corporate Profit Tax should be amended in a way that
would exempt the income generated by the sale of investment units
linked to life insurance from the calculation of capital gains in the tax
balance sheet of the insurance company. In this way, double taxation
is not completely eliminated, but the income generated from the sale
of this type of investment units is only excluded from the calculation of
capital gains, but it is nevertheless included in the insurance company’s
taxable profit as its “regular income”.

The Corporate Profit Tax Law should be amended as follows: in Article 27,
paragraph 1, item 4), after the wording “in accordance with the law regu-
lating investment funds”, the following wording should be added “except
in the case of purchase of investment units to which life insuranceis linked
in accordance with the law regulating voluntary insurance”.

2021

2021

LAW ON PREVENTION OF MONEY LAUNDERING AND FINANCING OF TERRORISM

Based on the above, and with the aim of simplifying the measures, we
suggest adding paragraph (4) to Article 6 of the Rulebook on the Meth-
odology for Conducting Business in Compliance with the Law on Pre-
vention of Money Laundering and Financing of Terrorism, which reads:
"Exceptionally, in the case of collective life insurance in the event of
death, the determination of the true owner of the party (the policy-
holder) is sufficient based on the party's statement and verification of
the data in the Central Register of True Owners, irrespective of other
defined actions and measures."

2023
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Recommendations:

AUTO INSURANCE MARKET

Allow the possibility of issuing the compulsory auto liability insurance
policy in electronic form as an e-Document.

LAW ON ROAD TRAFFIC SAFETY

Obligation of third-party liability insurance should be introduced for
electric scooter owners.

LAW ON TRANSPORTATION OF CARGO IN ROAD TRAFFIC

Article 7 of the Law on Transport of Cargo in Road Traffic should be
amended to stipulate insurance policy of the carrier’s professional liabil-
ity as a mandatory requirement for obtaining a transport license.

HEALTHCARE LAW

Enable health care providers by the Law on Health Care to diagnose or
prescribe treatment by telephone or online consultations.

LAW ON HEALTH INSURANCE
Amendment to the Law on Health Insurance so that:

a) the text of the current Article 179 should be amended to read:

“The contract on voluntary health insurance shall be concluded based
on a previous offer for concluding a contract on voluntary health insur-
ance (hereinafter: the Offer) given by an insurer to the person wishing to
conclude a contract on voluntary health insurance.

The offer referred to in paragraph 1 of this Article shall contain relevant
information on voluntary health insurance policyholders, insurance
start date, insurance waiting period, as well as the insurance end date,
amount and deadlines for payment of insurance premium, maximum
contracted amounts per coverage risks and other elements of impor-
tance for insurance contracting.

Relevant information on the voluntary health insurance policyholders
from paragraph 2 of this Article shall be:

1) name and surname,

2) Personal identification number, or registration number for foreign
citizens.

The offer referred to in paragraph 1 of this Article, as well as the consoli-
dated offer from paragraph 4 of this Article shall also contain as relevant
the data on previous health condition of the voluntary health insurance
policyholder which are necessary for the insurer to ass the insurance risk.
Notwithstanding the provisions of this Article, when the insurance
company concludes with a policyholder a contract on collective vol-
untary health insurance of employees, where the insured persons are
entitled to the payment of insurance indemnity directly from the insur-
ance company and where the paid indemnity does not cover treatment
costs, the insurance contract can be concluded based on official records
of employed insurance policyholders.”

b) the text of the existing paragraph 1 of Article 182 should be amended
to read:

+An insurer shall issue a voluntary health insurance document to any
voluntary health insurance policyholder who does not use his insurance
rights directly at the insurer on the date of issuing the policy and no later
than 60 days from the date of issuing the policy.”

Introduced | Significant

in the WB:

2019

2021

2021

2021

2021

2022

progress

Certain
progress

No
progress
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Introduced | Significant Certain No

Recommendations: in the WB: progress progress progress

Amend the Law on Insurance - introduce penalty clauses for all persons
engaged in insurance activities or underwriting activities against a fee 2022 V
without a prior permission obtained from the competent authorities.

INSURANCE OF EMPLOYEES AGAINST WORK INJURIES AND PROFESSIONAL DISEASES

The Administration for Safety and Health at Work to propose the adop-
tion of the Law on Insurance Against Occupational Injuries and Occu-
pational Diseases or a by-law that would define the minimum insured
sums depending on the severity of the occupational injury or occupa-
tional disease, as well as to regulate in detail the conditions and insur-
ance procedures against occupational injuries and occupational dis-
eases. Additionally, clearly and unambiguously specify the provision of
Article 67 of the Law on Safety and Health at Work in such a way that the
employer's obligation to contract this insurance for employees exists
even before the adoption of the Law on Insurance against Work Injuries

2022 v

LAW ON PUBLIC PROCUREMENT (“RS OFF. GAZETTE”, NO. 91/2019) AND PUBLIC PROCUREMENT PORTAL

The following provisions of the Law on Public Procurement should be amended/supplemented: Article 114, Article 116 and
Article 132 as follows:

In Article 114, a new paragraph 6 should be added after paragraph 5,

which would read:

“Economic entities that perform activities that is the subject of public

procurement on the basis of a special permit (license) of the competent

authority on the territory of the Republic of Serbia shall be considered V
to meet all criteria for the selection of economic entities from paragraph

1 of this Article and the contracting authority for the public procure-

ment of such services may not set special criteria when drafting public

invitations and tender documents”.

In Article 114, a new paragraph 7 should be added after paragraph 6,

which would read:

“If special regulations for certain areas stipulate conditions that busi- v
ness entities should meet, the contracting authority may not set special 2022

requirements from these areas as selection criteria.”

In Article 116, a new paragraph 8 should be added after paragraph 7:

“Financial and economic capacity shall only be assessed on the basis

of financial and economic criteria of economic entities and not some vV
other indicators and parameters that are unrelated to the financial and

economic domain. “

In Article 132, a new paragraph 3 should be added after paragraph 2

which would read:

“If a special law for some services and works stipulates a deadline for the J
performance of a service and/or works, the Client shall not set the dead-

line for the performance of such service and/or works as a criterion for

non

determining the most economically advantageous offer”.
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Recommendations:

DATA ON COMPLAINTS AGAINST THE WORK OF INSURANCE COMPANIES

AND VOLUNTARY PENSION FUNDS MANAGEMENT COMPANIES

Given that insurance companies are required to provide the NBS on a
quarterly basis with data on the number of complaints received in the
previous quarter, NBS already has this data and, in our opinion, they
could very easily and without much additional effort publish this data
in the above-mentioned report so that they would also be available to
the public.

Introduced | Significant Certain No
in the WB: progress progress progress

2022 V

CONTRACTING CASH LOANS FROM BANKS THROUGH INSURANCE COMPANIES

To allow insurance companies to enable their sales employees to represent or act as intermediaries in the conclusion of cash

loan agreements, the following regulatory changes could be implemented:

Insurance Law:

Add a provision to Article 24 of the Insurance Law stating that, in addi-
tion to insurance-related activities and other tasks specified therein, an
insurance company may engage in representing/mediating cash loan
agreements, subject to approval from the National Bank of Serbia.

By-laws of the National Bank of Serbia:

It is necessary to amend the Decision on the Implementation of the
Insurance Law, specifically concerning the issuance of licenses for insur-
ance/reinsurance activities and certain approvals from the National
Bank of Serbia. These changes should establish the conditions under
which an insurance company could engage in these activities.

2023 V

2023 v

SUBSIDY FOR MANDATORY POLLUTION INSURANCE OF POLLUTERS WHOSE FACILITIES OR ACTIVITIES POSE A HIGH DEGREE
OF RISK TO HUMAN HEALTH AND THE ENVIRONMENT IN CASE OF HARM CAUSED TO THIRD PARTIES DUE TO ACCIDENTS

Amend Article 106 of the Law on Environmental Protection in such a
way as to determine the minimum sum insured under liability insur-
ance policies for damage caused to third parties as a result of an acci-
dent. By-laws define the possibility of subsidization for insurance from
Article 106 of the Law on Environmental Protection, the conditions and
amount of the subsidy.

2023 v

SUBSIDY FOR COMPREHENSIVE VEHICLE INSURANCE FOR ELECTRICALLY POWERED VEHICLES, AS WELL AS VEHICLES THAT
UTILIZE INTERNAL COMBUSTION ENGINE AND ELECTRIC PROPULSION (HYBRID DRIVE)

The Regulation on the conditions and method of implementing the
subsidized purchase of new vehicles that have an exclusively electric
drive, as well as vehicles that have a hybrid drive, foresee the possibil-
ity of subsidization for comprehensive insurance in order to further
encourage these environmentally friendly means of transport.

2023 V

SUBSIDY FOR INSURING APARTMENTS AND BUSINESS PREMISES IN BUILDINGS WITH ENERGY PASSPORT, AS WELL AS FOR

INSURING HOUSES WITH SOLAR PANELS

By-laws should provide the possibility of subvention when insuring
apartments and business premises in buildings with an energy pass-
port of category A+, A or B, as well as when insuring houses that have
solar panels.

2023 V
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Certain No
progress progress

Introduced | Significant
in the WB: progress

SUBSIDY WHEN PROPERTY/EQUIPMENT INSURANCE FOR LEGAL ENTITIES REGISTERED IN THE BUSINESS REGISTRY AGENCY
UNDER THE CODES RELATING TO RECYCLING AND WASTE MANAGEMENT

By-laws should provide the possibility of subsidizing when insuring the
liability of companies that are registered in the Agency for Business Reg-

isters under the codes found in points 38 and 39 of the Regulation on

2023 v

Classification of Activities, as well as when insuring the property/equip-

ment of these companies.

SUBSIDY WHEN PROPERTY/EQUIPMENT INSURANCE FOR TOURIST/ACCOMMODATION FACILITIES WHICH HAVE THE LABEL

“TRAVEL SUSTAINABLE LEVEL 1, 2, 3"

By-laws should provide the possibility of subvention when insuring

property/equipment for tourist/accommodation facilities that have the

label Travel sustainable level 1, 2 or 3.

2023 v

SUBSIDY FOR INSURANCE OF CROPS AND ANIMALS FOR ORGANIC PRODUCTION

Amend the Law on Incentives in Agriculture and Rural Development in
such a way that within the incentives for the preservation and improve-
ment of the environment and natural resources, in the part related to

organic production, a subsidy in the amount of 100% for the insur-

2023 V

ance of crops or animals, those legally persons, entrepreneurs or nat-
ural persons - owners of family farms who have a certificate of organic

production.

There are 20 insurance companies in Serbia. Sixteen com-
panies exclusively engage in insurance business, while four
companies are involved in reinsurance. Among insurance
companies, there are four specializing in life insurance,
while six companies offer non-life insurance, including
both life and non-life coverage.

The market remains highly concentrated: i) the market
leader, Dunav, holds a 26.43% market share. ii) the three larg-
est insurers collectively control 57.76% of the market. iii) the
top five insurance companies possess a 75.8% market share.

Companies with majority foreign ownership (15 out of
20) undoubtedly dominate the market, accounting for
73.42.3% of assets (60.05.9% in non-life insurance premium
and 87.18.3% in life insurance premium).

The insurance market had a premium of 133,9 billion dinars

(approximately 1.1 billion euros), which represents a 12.2%
increase compared to the same period in the previous year
(year-end).

Concluding from the comparative indicators for 2022
and the previous year, several noteworthy changes in the
observed year include:

The balance sheet of the insurance sector experienced
a slight increase of 0.8%, reaching 336.6 billion dinars.
Capital decreased by 11.2%, primarily due to changes in
unrealized gains and losses, resulting in a total capital of
72.0 billion dinars.

Technical reserves saw a growth of 4.8%, amounting to
229.7 billion dinars, with the entire amount of technical
reserves invested in prescribed forms of property.

The total premium increased by 12.2%, reaching 133.9
billion dinars.

Non-life insurance continues to dominate, representing
78.6% of the total premium. Non-life insurance premium
experienced a growth of 14.0%, while insurances with
significant participation, such as liability insurance due
to motor vehicle use and property insurance, recorded
nominal increases but also real decreases.

The share of life insurance decreased, mainly due to the
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higher growth of non-life insurance premiums com-
pared to the growth of life insurance premiums.

The establishment of insurance companies and their activ-
ities are mainly regulated by the Insurance Law (Official
Gazzette RS, 139/2014 and 44/2021), and by the relevant
by-laws of the National Bank of Serbia (NBS).

Other significant legal sources include the Law on Manda-
tory Traffic Insurance, the Law on Health Insurance, the Law
on the Protection of Financial Service Consumers in Dis-
tance Contracts and the Law on Contracts and Torts (Law
on Obligations). The lateral relevant legal source is the Law
on Road Traffic Safety.

A large number of insurance companies and other insurance
market participants try to adapt their services to the digital
world. However, besides technical, cultural and other barriers,
regulations are also an important limiting factor. Although in

Insurance contract law is regulated by the provisions of the
Law on Contracts and Torts (“SFRY Off. Gazette”, no. 29/78,
39/85, 45/89 — CCY decision and 57/89, “FRY Off. Gazette”,
no. 31/93, “SCG Off. Gazette”, no. 1/2003 - Constitutional
Charter and “RS Off. Gazette”, no. 18/2020) from 1978 last
amended 19 years ago.

None.

The Law on Contracts and Torts was passed more than
forty years ago and was last amended nineteen years ago.
Although it is one of the better laws that was taken over in all
neighboring countries after the breakup of the old state, some
segments simply do not correspond to the present time.

There are several reasons for passing a special Insurance
Law:

recent years, huge strides have been made towards creating
conditions for digital business, there is still room for improve-
ment. This primarily refers to the vehicle liability market where
policies still have to be issued according to the law on prede-
fined forms printed by the Institute for Production of Bank-
notes and Coins — Topcider, which practically renders digital
business impossible. Also, regulations in the area of preven-
tion of money laundering and terrorism financing are an
important limiting factor, as it does not recognize the excep-
tions previously recommended, which would contribute to
the sale of life insurance through digital channels on the mar-
ket of the Republic of Serbia taking hold in practice.

The impact of the COVID - 19 virus pandemic is certainly
not to be underestimated. However, remote business activ-
ities and work from home have contributed to the faster
expansion of digital sale channels, as well as to an increas-
ing level of digitalization of the insurance companies’ busi-
ness operations.

Alignment with the changed circumstances and market
needs

As mentioned before, the Law on Contracts and Torts was
passed and subsequently amended a long time ago. At the
time, the insurance market was not as developed in our
country as it is today, and the same goes for the awareness
of individuals about the importance of insurance. Further-
more, some provisions of the Law on Contracts and Torts
which regulated the subject matter of insurance are in
some ways outdated and do not follow the needs of the
market, or practice in the European Union, to which Serbia
also aspires, because they do not adequately protect the
rights of beneficiaries. This was also recognized by the NBS,
so these provisions were included in the status Insurance
Law and NBS by-laws;

Faster and easier passing of laws and simpler amend-
ments

We are aware that work on the new Civil Code of Serbia is
currently in progress and that the idea is to also integrate
the provisions of insurance contract law in the Code. How-
ever, the fact is that the passing of the Code has been ongo-
ing for years and it is still uncertain when it will be adopted.
The needs of the insurance market, both of the insurer and



the insured, require the fastest possible response by the
regulator and legislator so that adequate regulations could
make a good basis for the further market development.
Also, changes in this legal matter require a faster response
and, in our opinion, a difficult process of amending regu-
lations should not be an obstacle to market development.
During the pandemic, we witnessed a higher need for the
issuance of insurance certificates instead of policies, for a
higher volume of distance contracts, etc. Since the Civil
Code will incorporate a larger scope of different types of
civil law, it is not realistic to expect that it will be amended
whenever a need for a single contract arises. We are there-
fore of the opinion that the subject matter of contractual
insurance law should be included in a separate law.

Harmonization with the law of the European countries

A separate Insurance Contract Law is present in legislations
world-wide (it exists in Germany, France, Italy, Spain, Bel-
gium and a number of other developed countries) and has
proven to be a good solution. The tendency of our coun-
try is to follow European standards and to aspire towards
the European Union, so the passing of a special Insurance
Contract Law would be another step forward in that direc-
tion. In this way, we would be the first state in the region
to follow developed European countries in that area. The
tendency in the European Union to regulate the subject
matter of insurance contracts separately is a sufficient indi-
cator that there should also be a special law in our country
regulating only the insurance contract.
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Consolidation of the matter of contractual insurance law

Certain provisions of insurance contract law can be found
in other regulations and laws, and not only in the Law on
Contracts and Torts (in Insurance Law as a status law, in the
NBS secondary legal acts, in the Law on Consumer Protec-
tion, the Law on Health Insurance, in the Law on Mandatory
Traffic Insurance and in other regulations). In our opinion, it
would be good to systematize and consolidate them into
one regulation. The consolidation of the subject matter of
insurance contract law would make this area more accessi-
ble, while at the same time minimizing the possibility of the
lack of knowledge about the regulations. The comprehen-
sive inclusion of this subject matter in a single law would
certainly minimize the possibility of legal gaps arising in
practice in the future.

The importance of insurance contract

Last, but not least, the legal and economic importance
of insurance in the modern world, including our country,
should not be ignored. This area is very specific, but at the
same time also complex, so it should preferably be regu-
lated by a separate lex specialis, which would regulate
the insurance contract in a consolidated way and ensure a
higher certainty of legal transactions, reducing the possi-
bility of legal gaps to a minimum. Furthermore, regulation
of the matter of insurance contract law in one place would
improve the citizens’ knowledge and raise awareness on
the importance of insurance precisely because the state
gave itimportance by passing a special law.

The enactment of a special Insurance Contract Law that would consolidate the provisions of the contractual
insurance law. Creation of a working group of prominent lawyers in this field (distinguished professors, experts,
people from the insurance industry, lawyers specialized in insurance law, etc.) who know both theory and
practice, but also tendencies in the European countries and who would make a significant contribution to the

development of the insurance market in our country.

A good basis can be the Draft Insurance Contract Law prepared by the UOS which fully protects the rights and
interests of insurance service consumers in line with the highest EU standards.




WHITRBO0K

The provisions of Article 15, paragraph 1 of the Insurance Law
stipulate that the National Bank of Serbia mediates in the set-
tlement of a compensation claim in order to prevent disputes
arising from insurance, acts upon complaints of insurance
service consumers regarding the work of insurance compa-
nies and protects the rights and interests of these persons.
The provisions of Article 2 stipulate that the insurance service
consumer has the right to complain and protect his rights and
interests before the National Bank of Serbia in relation to the
work of insurance brokerage companies, companies for rep-
resentation in insurance, insurance agents and legal entities
from Article 98, paragraph 2 of this Law, while Article 4 pre-
scribes that the National Bank of Serbia prescribes more pre-
cisely the manner of brokerage in handling compensation
claims and filing of complaints by insurance service consum-
ers, as well as acting on these complaints.

The NBS Decision on the procedure regarding complaints
of insurance service consumers stipulates that, if the insur-
ance service consumer is dissatisfied with the response
of the insurance service provider to his complaint or the
response was not submitted within the deadline specified
in the NBS Decision, the dispute between the insurance
service consumer and insurance service provider may be
resolved through mediation of the National Bank of Ser-
bia. In addition, the Decision prescribes that the mediation
procedure handled by the National Bank of Serbia is not
subject to the provisions of the law regulating mediation
in dispute resolution.

There hasn’t been any improvement in terms of amend-
ing the law. However, a noticeable improvement can be
observed in the market:

some insurance companies have recognized mediation
as an effective method for resolving disputes where
they are actively legitimized, and they initiate mediation
proceedings before pursuing court actions.

some insurance companies have recognized media-
tion as an effective way of resolving disputes in cases in
which they are passively legitimized, so they initiate this
procedure in those cases as well. Unfortunately, the par-
ties still do not accept participation in these mediations
to an insufficient extent.

more frequently, in contractual relations, as a method
of dispute resolution, mediation is primarily mentioned,
while a court of appropriate jurisdiction is secondary.

there is a noticeable intention among insurance com-
panies to resolve their disputes through the mediation
process.

Provisions on mediation are contained in the article of
the Insurance Law stipulating protection of the rights and
interests of insurance service consumers which primarily
concern complaints. Also, the NBS Decision regulating bro-
kerage services ininsurance is in fact the Decision on acting
on complaints filed by insurance service consumers. Medi-
ation as such is not given the importance it could have in
this matter.

In addition to the above, the NBS Decision stipulates medi-
ation as an option, not an obligation. Insurance service con-
sumer may reach out to NBS before initiating a court dis-
pute, but are not obliged to do so.

Also, the provisions of Article 149 of the Law on Consumer
Protection stipulate that out-of-court settlement of con-
sumer disputes, in terms of this Law, does not apply to con-
sumer disputes that are the subject matter of this Law, if the
out-of-court dispute settlement is regulated by a separate
law, especially in the field of providing electronic commu-
nication services, postal services, financial services, except
for financial arrangements, travel services.

Accordingly, as far as the out-of-court settlement of con-
sumer disputes is concerned, the Law on Consumer Protec-
tion does not apply to insurance (regulated by a separate
law, NBS Decision, and it is also a financial service).

An increasing number of attorneys representing insurance
service consumers file incomplete compensation/damage
claims and when the insurance company requests a sup-
plement because it is objectively unable to make a decision



based on available documentation, they file a court case.
These disputes often end quickly because the attorney pro-
vides in the court case the information that the insurance
company requested as a supplement. This increases the
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number of court cases and costs for both insurance compa-
nies and insurance service users and creates mistrust in the
insurance industry, all because of individuals who see it as
an opportunity for quick and easy profit.

Stipulate insurance mediation as a mandatory step before proceeding to litigation and amend the regulation
accordingly, as well as additional promotion of mediation as a peaceful way of resolving disputes with a
comparative presentation of the advantages of the mediation procedure in relation to the court procedure.

The current Law on Personal Income Tax stipulates that
a collective life insurance premium in case of death of
employee due to illness which is paid by the employer
for all employees shall not be considered as salary salary/
wage. This legal solution is insufficient as an incentive for
life insurance, given that life insurance has a social func-
tion - it provides stability and security to natural persons,
ensures long-term savings for maintaining life standard in
old age, while in this way, a natural person can ensure that,
in the case of unforeseen life circumstances, he or the per-
sons close to him are materially provided for.

None.

The proposed amendments to the Law on Personal Income
Tax should encourage the citizens of the Republic of Serbia
to independently provide funds for the future during their
working age by setting aside part of their funds that are paid
to insurance companies in the form of insurance premiums.

In addition to the benefits for natural persons who enter
into insurance contracts, there are also numerous benefits
for the state, as the growth of investment in life insurance
would lead to an increase in tax revenues, since insurance
premiums are subject to taxation as insurance companies’
profit tax. On the other hand, the payment of life insurance
would lead to an improvement in the standard of living of
insurance beneficiaries, an increase in income in turn leads
to an increase in consumption and therefore to an increase
in collection of indirect taxes (value added tax, excise duty,
customs duty). This leads to an inflow of funds into the
budget of the Republic of Serbia which can be used for the
achievement of budget goals.

The growth of life insurance premium payments has a direct
impact on the development of the insurance market as an
important factor of a country’s economic growth. The more
developed the insurance market, the faster and greater the
economic growth that a country will experience. Namely,
due to increased demand for life insurance products, new
jobs are created in the insurance industry (besides unem-
ployment reduction, the positive effect is also in the growth
of funds collected in respect of income tax and contributions
for mandatory social insurance). The industry’s development
leads to an increase in the number of insurance companies
as important institutional investors on the market. Namely,
insurance companies would invest the premium collected
in government bonds, i.e., by issuing long-term government
securities that reflect the long-term nature of life insurance
contracts, while the Republic of Serbia would collect signif-
icant funds it could use to finance infrastructure and other
projects of general importance for economic development.
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Collecting of insurance premiums achieves a mobilization of
savings, which allows the reallocation of funds to projects
that can generate higher returns. Likewise, raising citizens’
awareness to enter into life insurance contracts and encour-
aging them to do so through proposed changes would also

serve as a relief of social insurance funds.

There is a tendency around the world to introduce vari-
ous tax incentives when it comes to taxation of insurance
income.

Introduction of tax relief for life insurance in the Law on Personal Income Tax.

Article 8, paragraph 1 of the Insurance Law (“RS Official
Gazette”, no. 139/2014 and 44/2021) defines classes of life
insurance, specifying life insurance as a separate class of insur-
ance linked to investment fund units. The specificity of life
insurance contracts linked to investment fund units is that the
insurance contract obliges the policyholder to pay the insur-
ance premium whose savings component is used to purchase
investment units of selected investment funds. Namely, when
concluding an insurance contract, the policyholder chooses
a combination of investment funds from the insurance com-
pany’s offer (the structure of investing of the investment pre-
mium in investment funds is defined in the offer).

At the request of the insurance contract holder, the insur-
ance company is obliged to pay the policy surrender value
if the specific contract period for which insurance premium
were paid from the beginning of insurance has elapsed.
The number and value of investment units are established
on the day of submission of request for the payment of sur-
render value.

When withdrawing funds, the insurance company actually
submits a request for the purchase of investment units that

the open investment fund is obliged to purchase from it.
Under the currently applicable provisions of the Law, when
the units are purchased by the investment fund, a capital
gain (loss) arises for the insurance company, determined in
accordance with Articles 27-29 of the Law, which is included
in the base for the calculation of the insurance company’s
profit tax. Capital gain is determined as the difference
between the sale price paid by the investment fund for the
units and the purchase price determined as the net value of
the open investment fund’s assets per investment unit on
the date of payment, increased by the purchase fee if such
fee is charged by the company managing the fund.

Also, when the insured sum is paid to the insured person,
a taxable income that is subject to personal income tax
arises pursuant to the currently applicable Article 84, para-
graph 2 of the Law on Personal Income Tax (LPIT). Namely,
under Article 84, paragraph 2 of the LPIT, taxable income
from personal insurance would represent the difference
between the amount of benefit paid from personal insur-
ance and the amount paid in respect of insurance premi-
ums. In this particular case, if the result of multiplying the
number of investment units and their value on the date of
occurrence of the insured event or on the date of submis-
sion of the request for purchase in the event of termination
of the contract would be higher than the sum of the paid
insurance premiums, the difference between these two
amounts would be subject to taxation by personal income
tax at the rate of 15%.

None.
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The Law on Prevention of Money Laundering and Terrorist
financing began to apply on 1 April 2018, and has serious
implications for the operation of insurance companies sell-
ing life insurance.

Article 8 of the Law does not recognize life insurance con-
tracts (the so-called “risk insurance”) as exceptions from the
obligation to conduct actions and measures of customer
due diligence, as defined in the previous Law.

There is a significant disparity between the complex adminis-
trative procedures stipulated by the law and by-laws, on one
side and the insurance company’s essential role, on the other
side, in preventing the abuse of business relationships for
money laundering and terrorist financing, particularly in the
context of collective death insurance (group risk insurance).

Collective life insurance in the event of death is a type of

Since the insurance company only has formal ownership of the investment fund units, i.e. cannot freely dispose
of them and the payment of insurance benefit to a natural person (difference between the insured sum obtained
from the sale of the fund units by the insurance company and paid premiums) represents a taxable income of
a natural person, the Law on Corporate Profit Tax should be amended in a way that would exempt the income
generated by the sale of investment units linked to life insurance from the calculation of capital gains in the
tax balance sheet of the insurance company. In this way, double taxation is not completely eliminated, but the
income generated from the sale of this type of investment units is only excluded from the calculation of capital
gains, but it is nevertheless included in the insurance company’s taxable profit as its “regular income”.

The Corporate Profit Tax Law should be amended as follows:
in Article 27, paragraph 1, item 4), after the wording “in accordance with the law regulating investment funds”,
the following wording should be added “except in the case of purchase of investment units to which life insur-
ance is linked in accordance with the law regulating voluntary insurance”.

insurance where the policyholder (often an employer, asso-
ciation, or bank) secures a life insurance policy for a large
group of individuals in the event of death.

Within the realm of collective life insurance, specific prod-
ucts serve distinct purposes and business relationships:

Employee insurance - serves a pronounced social func-
tion, protecting employees in the event of death, with
the employer covering the premium for all employees.
The insurance serves as a benefit for employees, and the
employer cannot be a beneficiary under the policy.
Pensioner insurance - allows pensioners to pay a pre-
mium to ensure the coverage of essential expenses for
their family in the event of their death or disability, en-
tailing a percentage of disability payment.

Insurance for loan beneficiaries - serves as a security in-
strument for banks exclusively in the event of the loan
beneficiary’s death. The product lacks a redemption
value, and the insured amount can only be claimed
in the event of death. In this case, the insurance safe-
guards the bank’s interests in case of the loan benefi-
ciary’s demise.”

None.
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Insurance companies have previously had initiatives regard-
ing the adequacy of actions and measures to know and mon-
itor the customer when it comes to insurance risk, and a new
initiative has been prepared that indicates that. With this
initiative, the companies point to a principle based on risk,
which they want to implement exclusively in the segment
of group risk insurance in order to reduce the pronounced
unnecessary spending of resources in this type of insurance,
where there is an insignificant risk of the possibility of abuse
for the purpose of money laundering and terrorist financing,
and in order to resources directed where the risk is greater.

This initiative provides arguments for considering the sim-
plification of prescribed actions and measures in the part of
determining the real owner of the party when contracting
this type of insurance.

The most important characteristics of collective life insurance,
and at the same time the factors that contribute to reducing
the risk of money laundering and terrorist financing are:

1. Life insurance in the event of death refers to the cov-
erage of biometric risk only - the risk of death with the
possibility of contracting supplementary insurance and
coverage of the biometric risk of disability

2. There is no possibility of contracting the payment of
the insured sum in the event of the expiration of the
insurance, but the contracted insured sum is paid exclu-
sively to the beneficiaries of the insurance in the event
of death

3. Life insurance in the event of death does not contain a
savings component, and therefore there is no possibil-
ity of accumulation of funds, nor are premium alloca-
tions linked to units of investment funds

4. Failure to meet the obligations of the policyholder regard-
ing the payment of the premium results in the termina-

tion of the contract, without the obligation of the insurer
to return the funds paid in the name of the premium

5. There is no possibility of capitalization of funds, i.e.
reduction of the insured sum due to the cessation of
premium payment, bearing in mind that the only con-
sequence of non-payment of the premium is the termi-
nation of the contract

6. There is no possibility of earlier “withdrawal” of funds
during the duration of the insurance contract, i.e. there
is no possibility of premature termination of the con-
tract in order to pay the funds earlier in the name of the
policy’s redemption value, which is a typical right of
the policyholder before the occurrence of the insured
event in the case of life insurance products with savings
component due to the accumulation of funds.

7. There is no possibility of payment of funds during
the term of the insurance contract in the name of an
advance, which is also a typical right of the policy-
holder before the occurrence of the insured event in
life insurance products with a savings component due
to the accumulation of funds.

|n

In the segment related to employee insurance and credit
user insurance, premium payment is made through banks,
i.e. premium payment is made through an account opened
by the party with a bank in the Republic of Serbia.

In the case of collective insurance of pensioners, premium
payment is carried out through the Pension and Disability
Insurance Fund, which implements the suspension of the
premium amount for life insurance from the pension based
on the consent of the pensioner.

The extremely low amount of the premium, which is typical
for life insurance in the event of death in our country, indi-
cates in a practical sense the necessity of special treatment
of this type of insurance from the point of view of prevent-
ing money laundering and terrorist financing.

Based on the above, and with the aim of simplifying the measures, we suggest adding paragraph (4) to Article
6 of the Rulebook on the Methodology for Conducting Business in Compliance with the Law on Prevention of
Money Laundering and Financing of Terrorism, which reads: “Exceptionally, in the case of collective life insurance
in the event of death, the determination of the true owner of the party (the policyholder) is sufficient based on
the party’s statement and verification of the data in the Central Register of True Owners, irrespective of other

defined actions and measures.”




Insurance brokerage companies engaged in life insurance
mediation are subject to the Law on Prevention of Money
Laundering and Financing of Terrorism.

According to the indicators presented in the 2023 report of
the National Bank of Serbia for the insurance sector, when
analyzed by sales channels, the largest portion of the total
premium in 2023 was achieved through: insurance compa-
nies (61.7%), brokerage companies (13.5%), vehicle inspec-
tion stations (9.0%), insurance agents (5.2%), and banks
(5.3%). However, for life insurance premiums, most sales
were achieved through insurance companies (64.4%),
banks (15.9%), and insurance agents (13.4%). In its report the
National Bank of Serbia does not provide data on the per-
centage of life insurance premiums achieved through bro-
kers, leading to the conclusion that the involvement of bro-
kerage companies in life insurance distribution is negligible.

Key Facts:

1. The insurance sector is generally not considered high-
risk in the context of money laundering and terrorist
financing, according to the opinions and official reports
of relevant institutions in the European Union, as well as
the results of previously conducted National Risk Assess-
ments in the Republic of Serbia (in the previous National
Risk Assessment, the insurance sector was classified as
medium/medium-low risk for money laundering).

2. Insurance intermediaries, due to the nature of the busi-
ness relationship they establish with clients and the
obligations they assume towards their clients, repre-
sent a low-risk insurance distribution channel.

3. The insurance product “Term Life Insurance”"—insur-
ance solely for the case of death, particularly when
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agreed upon as group life insurance for employees of
the policyholder (legal entities) — poses an extremely
low risk in terms of money laundering and financing of
terrorism.

4. By its characteristics, this insurance product meets all
the criteria set out in the Rulebook on the Methodol-
ogy for Performing Duties in Accordance with the Law
on Prevention of Money Laundering and Financing of
Terrorism (“Official Gazette of the Republic of Serbia,
Nos. 80/2020 and 18/2022) to be classified as a low-risk
product.

5. Under the legal framework and in accordance with
European Union regulations and FATF, the principle of
a risk-based approach is proclaimed.

It is important to note that the insurance intermediary
does not collect insurance premiums on behalf of the
insurance company and therefore does not come into
direct contact with money. Additionally, the current situ-
ation is such that both the insurer and the intermediary
undergo the PMLFT procedure (primarily the risk assess-
ment), which is unnecessary, and in practice, this can
lead to inconsistent procedures between the insurer and
the intermediary, resulting in different risk assessments.
However, in the end, the only correct one (which leads
to the conclusion of the insurance contract) is the one
prescribed by the insurer. Ultimately, this increases costs
for the entire market, with no benefit from requiring the
insurance intermediary to collect documentation from
the client.

No improvements.

From all of the above, it follows that term life insurance
for the case of death, especially when agreed as group life
insurance should:

1. be exempt from the obligations under the Law on Pre-
vention of Money Laundering and Financing of Terror-
ism; or

2. be subject to significantly simplified customer due dili-
gence measures.
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Taking into account all the above, particularly the specific characteristics of term life insurance as a financial
product, its clients, and beneficiaries when life insurance is contracted as group insurance for employees, as well
as the characteristics of life insurance brokerage activities and the fact that intermediaries are considered a low-
risk insurance distribution channel, we believe that the scope of application of the Law on Prevention of Money
Laundering and Financing of Terrorism for this insurance product should be reconsidered.

Thus, the FIC recommendation would go in two directions:

Reconsideration of all the facts mentioned in this Initiative and a possible amendment to the PMLFT Law and
by-laws that would support the idea of fully exempting the subject insurance product from the application of
anti-money laundering regulations; or

Through amendments to the Law and the Rulebook on the Methodology for Performing Duties in Accordance
with the Law on Prevention of Money Laundering and Financing of Terrorism, introduce a simplified procedure
for determining the beneficial owner of the client when the policyholders are legal entities or other organizations
that contract group life insurance policies for employees/members. This simplified procedure would still
include the obligation to determine the beneficial owner of the client, but the process would involve collecting
information on ownership structure and beneficial owners from the legal representative’s declaration, along
with submitting a photocopy of a relevant document containing all data on the beneficial owner(s). Additionally,
each obliged entity would be required to verify the data in the Central Register of Beneficial Owners and save the
search results from this register. This would significantly simplify the operational activities that obliged entities
must perform for this extremely low-risk insurance product, fully aligning with the adopted risk-based approach.

45 of the Law on Compulsory Traffic Insurance prohibit the
payment of any commission to these technical inspection
facilities — directly and/or through affiliated entities — which
exceeds 5% of the gross insurance premium.

Auto Insurance (Al) is by far the most important segment of
the insurance market (accounting for 29,1% of the total insur-

ance premium in 2022) in Serbia, and the technical inspec-
tion facilities performing the mandatory annual inspection
of all motor vehicles are definitely the most important distri-
bution channels for these insurance policies. Articles 44 and

Increased market surveillance by the National Bank of Ser-
bia, which resulted in the fact that insurance companies have
largely adjusted their operations to the laws and by-laws in
this area.

Allow the possibility of issuing the compulsory auto liability insurance policy in electronic form as an e-Document.



The latest amendments to the Road Traffic Safety Law
(“Official Gazette of RS” 41/2009, 53/2010, 101/2011, 32/2013
- decision of the Constitutional Court, 55/2014, 96/2015
- other law, 9/2016 - decision of the Constitutional Court,
24/2018, 41/2018, 41/2018 - other law, 87/2018, 23/2019,
128/2020 - other law and 76/2023) define light electric vehi-
cles as motor vehicles with at least two wheels, mechanical
steering, no seating, with a continuous nominal power of
no more than 0.6 kW, a maximum design speed not exceed-
ing 25 km/h, and an unladen weight not exceeding 35 kg.
Additionally, the regulations govern the movement of light
electric vehicles on cycle lanes and paths, group travel of
these vehicles, driving methods, restrictions and condi-
tions under which a driver of a light electric vehicle may use
certain infrastructure, and the prohibition of transporting
other persons on light electric vehicles. Moreover, it man-
dates the use of protective cycling helmets for drivers of
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light electric vehicles, high-visibility vests to ensure visibil-
ity on the road, and prohibits crossing roadways except at
designated cycle or pedestrian-cycle crossings.

All these measures will undoubtedly contribute to greater
safety when operating light electric vehicles, both for
drivers and third parties. However, the Law still does not
require owners of light electric vehicles to have mandatory
third-party liability insurance.

Although the use of light electric vehicles is largely regulated
by the latest amendments to the Law on Road Traffic Safety,
there is still a problem in practice in the event that their use
causes damage to third parties. If the owner of person oper-
ating the vehicle for any reason fails to pay the damage cause,
the injured persons remain deprived of any compensation.
Thus, they get into an unequal position compared to persons
who sustained damages from any other means of transport
for which it is obligatory to contract compulsory third-party
liability insurance (motorcycle, passenger car, bus).

Obligation of third-party liability insurance should be introduced for electric scooter owners.

The Law on Transportation of Cargo in Road Traffic does
not stipulate an obligation of the carrier to have a profes-
sional liability insurance policy of the carrier, as is the case

in other countries.

Carriers often do not have this insurance contracted, so the
customers of transportation services cannot charge dam-
ages if caused by the carrier. This may lead to large-scale
damage for transportation service customers as the entire
load may be destroyed in transportation.

Article 7 of the Law on Transport of Cargo in Road Traffic should be amended to stipulate insurance policy of the
carrier’s professional liability as a mandatory requirement for obtaining a transport license.
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The current Healthcare Law does not provide for the
possibility for health care providers to diagnose or pre-
scribe treatment by telephone or through online consul-
tation. The Rulebook on the nomenclature of health ser-
vices at the primary level of health care stipulates only
provision of advice in the telephone and Internet coun-
seling service. This way of health care service provision
has proved necessary, especially in the circumstances of
the pandemic. Additionally, the development of tech-
nology that enables a health care worker and patient
to also have visual contact and to exchange documents
electronically, supports the idea that this type of treat-
ment should be made available.

None.

Patients, holders of both mandatory and voluntary health
insurance do not have the option to receive treatment or to
be diagnosed by telephone or online consultations. There-
fore, they must go to health care institutions in person.

This involves additional time and costs (transportation) for
the health insurance holders. In circumstances of the pan-
demic, there is an additional risk from infection and con-
cern regarding this risk.

For voluntary health insurance providers this means higher
costs. An insured person must first visit the doctor to be
prescribed which diagnostic procedures he should per-
form. If telephone or online consultations were permitted,
the insured person could only get in touch with the health
worker in that way. In this way, the cost for the insurer would
also be lower because these services are less expensive than
visits in person. In addition, they provide additional conveni-
ence and more user satisfaction to the insured persons.

Enable health care providers by the Healthcare Law to diagnose or prescribe treatment by telephone or online

consultations.

The application of Article 179 of the Law on Health Insurance
(“Official Gazette of the Republic of Serbia“, no. 25/2019) is an
obstacle to insurance companies in their daily work, primar-
ily in the part referring to important data on the contract-
ing parties, or holders of voluntary health insurance. The
consequence is an increase in administrative costs for both
insurance policyholders and insurance companies and, on
the other hand, there are cases that do not meet the needs

of policyholders with regard to persons whose employment
was terminated or persons who entered into an employ-
ment contract during the term of the insurance contract.

Article 182 of the Law stipulates that an insurer issues a doc-
ument on voluntary health insurance based on which the
rights from voluntary health insurance are exercised. The
issuing of the document makes sense only if the insured
person exercises his/her rights from the contract directly at
the health care provider in terms of coverage of the costs of
treatment. In the case when aninsured person is entitled to
a lump sum payment from an insurer (as in the case of seri-



ous illnesses and surgical interventions), the document on
voluntary health insurance is not required by an insurer as
proof that the person is insured, which has been defined by
the Law in the following way: “In the case when rights from
the voluntary health insurance are exercised directly with an
insurer, they are exercised based on the policy and the cover
note”.

It follows from the above that it is not logical to issue a doc-
ument on voluntary health insurance to insured persons
who do not use it to exercise their rights under the insur-
ance contract, but the obligation to issue the document is
nevertheless prescribed by the Law.

In addition to the above, the current Law on Health Insur-
ance defines that the insurer of voluntary health insurance
is the Republic Fund and the insurance company, but there
are no penalty clauses for legal entities — health institutions
involved in activities of voluntary health insurance taking
the morbidity risks for a fee, although they are not reg-
istered for that in accordance with the regulations of the
Republic of Serbia.

None.

The Law has also determined as important data, and thus
mandatory data, the following personal data that are abso-
lutely irrelevant for this type of insurance at the time of con-
cluding the contract: date of birth, address of permanent or
temporary residence in the Republic of Serbia (street name
and number, place and municipality), contact information
(phone number or email address). In the context of requ-
lations governing the subject matter of personal data pro-
tection and especially the provision of Article 5, paragraph
1, item 3 of the Law on Personal Data Protection (Official
Gazette of the Republic of Serbia number 87/2018), which
as one of the principles prescribes that personal data must
be “appropriate, relevant and limited to what is necessary
with regard to the purpose of processing (“data minimiza-
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tion”), we believe that there is a justified basis for amend-
ing Article 179 of the Law on Health Insurance.

Also, in some situations, the insurance company concludes
a contract with employers on collective voluntary insur-
ance of employees, where the insured persons are entitled
to insurance indemnity payment directly from the insur-
ance company and where the indemnity paid does not
cover the costs of treatment, but satisfaction. Before the
entry into force of the Law, this type of insurance was con-
cluded without compiling a list of insured persons because
the coverage was contracted based on official records of
employees of the insurance policy holder. In this manner,
automatic coverage was provided efficiently for all per-
sons who met the criteria for the status of insured persons
(who have concluded an employment contract with the
employer), without the need to register for insurance sepa-
rately, while coverage automatically ceased for all persons
who lost the status of the insured person during the term of
the insurance contract (persons whose employment con-
tract ceased to be valid), also without the need to dereg-
ister from the insurance separately. The current Article 179
does not allow such a possibility and, in addition to the
issue described in the previous paragraph related to Arti-
cle 5, paragraph 1, item 3 of the Law on Personal Data Pro-
tection (“Official Gazette of the Republic of Serbia” number
87/2018) leads to the following problems:

increase in administrative costs both for the insurance
policyholder and for the insurance company due to the
need to update the lists of insured persons during the
insurance period (registration and deregistration from
insurance must be made in writing);

Occurrence of cases that absolutely do not meet the
needs of insurance policyholder that a person whose
employment contract has been terminated still has the
status of an insured person if a policyholder has not sent
the deregistration request to the insurance company, or
that a person who has concluded an employment con-
tract does not have the status of an insured person if the
policyholder has not sent the registration application to
the insurance company on time.
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Amendment to the Law on Health Insurance so that:

the text of the current Article 179 should be amended to read:

“The contract on voluntary health insurance shall be concluded based on a previous offer for concluding
a contract on voluntary health insurance (hereinafter: the Offer) given by an insurer to the person wishing to
conclude a contract on voluntary health insurance.

The offer referred to in paragraph 1 of this Article shall contain relevant information on voluntary health insurance
policyholders, insurance start date, insurance waiting period, as well as the insurance end date, amount and
deadlines for payment of insurance premium, maximum contracted amounts per coverage risks and other
elements of importance for insurance contracting.

Relevant information on the voluntary health insurance policyholders from paragraph 2 of this Article shall be:
1. name and surname,
2. Personal identification number, or registration number for foreign citizens.

In the case of collective insurance, an insurer may submit a single consolidated offer containing the data from the
previous paragraph of this article on each individual to be covered by collective insurance.

The offer referred to in paragraph 1 of this Article, as well as the consolidated offer from paragraph 4 of this
Article shall also contain as relevant the data on previous health condition of the voluntary health insurance
policyholder which are necessary for the insurer to ass the insurance risk.

Notwithstanding the provisions of this Article, when the insurance company concludes with a policyholdera contract
on collective voluntary health insurance of employees, where the insured persons are entitled to the payment of
insurance indemnity directly from the insurance company and where the paid indemnity does not cover treatment
costs, the insurance contract can be concluded based on official records of employed insurance policyholders.”

the text of the existing paragraph 1 of Article 182 should be amended to read:

»An insurer shall issue a voluntary health insurance document to any voluntary health insurance policyholder
who does not use his insurance rights directly at the insurer on the date of issuing the policy and no later than 60
days from the date of issuing the policy.”

Amend the Law on Insurance - introduce penalty clauses for all persons engaged in insurance activities or
underwriting activities against a fee without a prior permission obtained from the competent authorities.



o)

(1]

Article 67 of the new Law on Occupational Safety and
Health, published in the ‘Official Gazette of RS’ under num-
ber 35/2023 (hereinafter: the Law), states the following:

The employer is obligated to provide insurance for em-
ployees in case of work-related injuries and occupation-
al diseases to ensure compensation for damages.

The financial resources for this insurance, as specified in
paragraph 1 of this article, are the responsibility of the
employer.

The conditions and procedures for insuring employees
against work-related injuries and occupational diseases
are regulated by law.

Additionally, the same Law includes punitive provisions for
employers who fail to insure their employees in cases of
work-related injuries and occupational diseases to ensure
compensation for damages.

From the above, itis evident that insurance against work-re-
lated injuries and occupational diseases for employees is
mandatory. However, the Law does not prescribe a mini-
mum insured sum for such cases. This leaves the deter-
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mination of the insured sum as an independent decision
for the employer, which is part of the insurance contract
against work-related injuries and occupational diseases.

In this scenario, questions arise regarding whether this
method of contracting insurance, where a minimum
insured amount is not defined, relieves the employer of
their responsibilities in the event of an employee suffering
a work-related injury or contracting an occupational dis-
ease. Additionally, concerns arise about whether employ-
ees are adequately protected in accordance with this Law.

None.

Neither a law nor a by-law has been passed that would
properly regulate mandatory insurance against work inju-
ries and occupational diseases.

Article 67 of the Law on Safety and Health at Work does not
define whether the employer’s obligation stated in para-
graph 1 of this article exists in the period until the passing
of the law that will regulate the conditions and procedures
of insurance for occupational injuries and occupational dis-
eases. It seems that it would be expedient in this sense to
amend Article 67 of the Law in the direction that the obli-
gation of employers is not tied to the adoption of a new
Law, but that it always exists. Of course, the amount of the
insurance and other important elements of the insurance,
until the passing of the law that would regulate this matter,
would be determined by the employer himself.

The Administration for Safety and Health at Work to propose the adoption of the Law on Insurance Against
Occupational Injuries and Occupational Diseases or a by-law that would define the minimum insured sums
depending on the severity of the occupational injury or occupational disease, as well as to regulate in detail
the conditions and insurance procedures against occupational injuries and occupational diseases. Additionally,
clearly and unambiguously specify the provision of Article 67 of the Law on Safety and Health at Work in such a
way that the employer’s obligation to contract this insurance for employees exists even before the adoption of

the Law on Insurance against Work Injuries.




WHITRBO0K

By abusing the legal concept of selection of a business
entity in public procurement procedures whose subject
are insurance services, the contracting authorities distort
competition and prevent the participation of insurance
companies that can adequately provide the insurance ser-
vice which is the subject of public procurement in these
procedures. Given the fact that insurance companies per-
form their activities based on the license issued by the
National Bank or Serbia as a supervisory authority and that
insurance companies are under the constant supervision of
the National Bank of Serbia as a supervisory authority, they
are deemed capable of providing any insurance service on
the territory of Serbia. It is especially important to under-
line that the Law on Insurance very strictly prescribes all
requirements for the performance of insurance activities,
notably: minimum capital, business policy acts, organiza-
tional, staffing and technical capacities of such companies,
technical reserves, solvency margin, retention, etc.

In addition, sometimes the Contracting Authorities dis-

tort competition by setting stricter requirements as cri-
teria in certain areas defined by special regulations (laws
or by-laws - e.g., confidentiality, IT system adequacy,
professional and organizational staff, environmental pro-
tection) than the regulations require which is absolutely
unjustified.

We believe that it is necessary to specify that economic
and financial capacity can only be assessed based on the
parameters confirming economic and financial capacity
and not some other business indicators. In practice, con-
tracting authorities define as financial capacity the criteria
that have no relation to the financial capacity of insurance
companies.

In the case of insurance services, it is specific that the time
limits for settling claims involving the payment of insur-
ance indemnities are defined by the Law on Contracts and
Torts and by the Law on Compulsory insurance in Traffic
and they are quite short, so that defining longer time limits
for the performance of the service would be contrary to the
regulations, and defining shorter deadlines would be inex-
pedient and inapplicable, since the time limit for settling a
claim depends on the submission of adequate documenta-
tion and reporting of the insured event.

None.

The following provisions of the Law on Public Procurement should be amended/supplemented: Article 114, Article

116 and Article 132 as follows:

In Article 114, a new paragraph 6 should be added after paragraph 5, which would read:

“Economic entities that perform activities that is the subject of public procurement on the basis of a special
permit (license) of the competent authority on the territory of the Republic of Serbia shall be considered to meet
all criteria for the selection of economic entities from paragraph 1 of this Article and the contracting authority for
the public procurement of such services may not set special criteria when drafting public invitations and tender

documents”.

In Article 114, a new paragraph 7 should be added after paragraph 6, which would read:
“If special regulations for certain areas stipulate conditions that business entities should meet, the contracting
authority may not set special requirements from these areas as selection criteria.”
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o In Article 116, a new paragraph 8 should be added after paragraph 7:
“Financial and economic capacity shall only be assessed on the basis of financial and economic criteria of economic
entities and not some other indicators and parameters that are unrelated to the financial and economic domain. ”

o In Article 132, a new paragraph 3 should be added after paragraph 2 which would read:
“If a special law for some services and works stipulates a deadline for the performance of a service and/or
works, the Client shall not set the deadline for the performance of such service and/or works as a criterion for
determining the most economically advantageous offer”.

X

DATA ON COMPLAINTS CURRENT SITUATION
AGAINST THE WORK OF The National Bank of Serbia publishes data on complaints

against the work of insurance companies and voluntary

INSU RAN(E COM PANIES AND pension funds management companies on a quarterly

basis. The report contains the total number of complaints

filed to the NBS, but does not include the total number of
vo"u NTARY PE NSION Fu N DS complaints filed to insurance companies.
MANAGEMENT COMPANIES

POSITIVE DEVELOPMENTS

None.

FICRECOMMENDATIONS

© Given that insurance companies are required to provide the NBS on a quarterly basis with data on the number of
complaints received in the previous quarter, NBS already has this data and, in our opinion, they could very easily
and without much additional effort publish this data in the above-mentioned report so that they would also be
available to the public.

<

CONTRACTING CASH LOANS CURRENT SITUATION
FROM BAN KS TH ROUG H Bank services are available to citizens within the network of

branches, while through employees in charge of field work

I N SU RAN CE COM PAN I ES to a significantly lesser extent.
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Insurance companies now do not have the possibility, in
the role of bank intermediaries/representatives, to provide
citizens and legal entities with certain banking services that
could be realized in whole, or in part, by insurance com-
panies. An example is the conclusion of an agreement on
cash loans. This practice is already present in some Euro-
pean countries and is known as “insurance banking”.

None.

Unlike most insurance companies, banks generally do
not have a significant number of salespeople responsi-
ble for fieldwork (outside branches). Moreover, certain
banks do not possess an extensive distribution network,
so their offerings are absent in some parts of the terri-
tory, depriving a certain number of citizens and legal
entities of the opportunity to directly acquaint them-
selves with the terms and conditions for using a spe-
cific banking product and to conclude a contract for its
use. Cash loans are one example of such products, and
they have a mass character and significance for both the
banking sector and clients.

If regulatory opportunities were provided, insurance com-
panies could act as intermediaries/representatives on
behalf of banks in the conclusion of cash loans. Through
their branch network and their sales personnel, insurance
companies could have a positive impact on the financial
market and its participants:

Additional availability of banking services in the market
would be achieved, primarily significant for mass-mar-
ket banking services such as cash loans. Through collab-
oration with insurance companies, banks without their
own branches in areas covered by insurance company
employees would make their services accessible to these
citizens, entrepreneurs, and small to medium-sized en-
terprises. This would enhance competitiveness in the
market, providing clients with the opportunity to con-
sider a broader range of cash loan offerings and select
the bank whose service best suits their needs;

In this way, clients would not have to travel outside
their place of residence/business location to the bank’s
branch for contract conclusion. It would lead to better

client awareness of banking service offerings. All infor-
mation would be provided through employees at insur-
ance companies, after which clients would be able to fi-
nalize contracts. This would reduce the time required for
clients to complete these tasks, and travel costs would
be eliminated since they would receive the service on
the spot;

Clients could receive information directly from employ-
ees of the insurance company, even outside the usual
banking branch working hours, i.e., during clients’ free
time. The already recognizable positive practice of pro-
viding information about insurance products and con-
cluding them could be applied to the conclusion of cash
loan agreements, thanks to the noticeable flexibility of
insurance employees who primarily carry out activities
in the field;

Insurance employees could access bank web applica-
tions for calculations and generating informative offers
via mobile electronic devices (phones, tablets, laptops)
through the internet. This way, they could provide cli-
ents with all the necessary data about the banking ser-
vice they are interested in, on the spot. This would be
particularly beneficial for clients who are not inclined
to obtain such information through the internet or by
visiting bank websites and who do not prefer or are not
proficient in using digital technology for financial servic-
es information;

Existing clients of insurance companies - policyholders,
would have access to another financial service through
insurance companies, which would further facilitate
their information and contracting of these financial
products. This would also contribute to the enhance-
ment of financial education and financial literacy among
users of financial services;

The additional engagement of insurance sales person-
nel would contribute to the cost-effectiveness of insur-
ance companies’ operations, as well as the profitability
of their existing branch network.

When selling certain insurance products with relatively
higher premiums (e.g., crop insurance, etc.), it would en-
able quicker and more efficient approval of cash loans
for the payment of insurance premiums. This would
make this form of property protection even more acces-
sible to policyholders;



Expanding the engagement of sales employees in in-
surance companies and the opportunity for additional
earnings would subsequently contribute to increasing
the attractiveness of the insurance sector for employ-
ment and, ultimately, increasing the overall number of
employees in insurance sales roles.

Banks that expand their distribution channels through
collaboration with insurance companies would gain an
additional competitive advantage in certain market seg-
ments, lower distribution costs compared to some tradi-
tional channels, and a positive market image.

The positive practice where some financial services that
were traditionally exclusive to banks have become avail-
able through other financial institutions confirms the
expected contribution of including insurance companies in
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the expansion of banking distribution channels. One exam-
ple is payment services such as money transfers, which are
accessible not only in banks but also through some other
financial institutions.

On the other hand, banks are already allowed to engage in
insurance agency services, known as bancassurance. This
contributes to the accessibility of insurance services, mak-
ing the loan contracting process easier for clients. In one
place - at the bank’s branch, and in some cases through
web and mobile applications, clients can arrange certain
life or non-life insurance policies intended to secure loan
repayment. In this way, through the collaboration between
banks and insurance companies, citizens receive compre-
hensive services, reducing the time required for contract-
ing, which represents a good practice present for many
years, including in Serbia.

To allow insurance companies to enable their sales employees to represent or act as intermediaries in the conclusion
of cash loan agreements, the following regulatory changes could be implemented:

Amendment to the Insurance Law:

Add a provision to Article 24 of the Insurance Law stating that, in addition to insurance-related activities and other
tasks specified therein, an insurance company may engage in representing/mediating cash loan agreements,

subject to approval from the National Bank of Serbia.

By-laws of the National Bank of Serbia:

It is necessary to amend the Decision on the Implementation of the Insurance Law, specifically concerning the
issuance of licenses for insurance/reinsurance activities and certain approvals from the National Bank of Serbia.
These changes should establish the conditions under which an insurance company could engage in these

activities.
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According to the Environmental Protection Law, Article
106, it is mandated that a Polluter must obtain liability
insurance in case of damage caused to third parties due to
accidents if their facility or activity poses a high degree of
risk to human health and the environment. Under this law,
an accident is defined as a sudden and uncontrolled event
that occurs through the release, discharge, or dispersion of
hazardous substances, in activities related to production,
use, processing, storage, disposal, or long-term inadequate
containment.

The same Law also stipulates that a legal entity will be sub-
jectto afine ranging from 1,500,000 to 3,000,000 dinars if it
fails to secure insurance for damage caused to third parties.
Furthermore, for the responsible individual within a legal
entity for the same economic offense, a fine ranging from
100,000 to 200,000 dinars is prescribed.

None

The Law on Environmental Protection stipulates the obli-
gation for the Polluter to have a liability insurance pol-
icy, as well as sanctions if he does not have one. How-
ever, the Law did not provide for the minimum amount
of insurance under these policies. Bearing in mind that
the legislator linked the obligation of insurance to “activ-
ity that represents a high degree of danger to human
health and the environment”, it is evident that the conse-
quences of these damages can be high and that they can
cause damage to a large number of people at the same
time. In this sense, it seems that it is necessary to define
the minimum total amount of insurance or the minimum
amount of insurance per harmful event, in order to really
achieve the purpose of protection provided for in Article
106 of the Law.

On the other hand, if the minimum amount of insurance is
not prescribed, we come to a situation where the obliga-
tion from Article 106 of the Law can be fulfilled by conclud-
ing a liability insurance policy with any amount of insur-
ance (e.g. 1,000.00 euros, which fulfills the form prescribed
by the Law, but not the essence of the legal provision, since
these damages can be, and most often are, far greater).

Additionally, the Law on Environmental Protection does
not foresee the possibility of subsidizing this type of insur-
ance by the state, although the state’s interest is, among
other things, the protection of human health and the envi-
ronment. The introduction of a subsidy for this type of
insurance would enable the state to better control the ful-
fillment of the obligation from Article 106 of the Law, and
it would be an additional incentive for polluters to contract
liability insurance for larger amounts of insurance.

conditions and amount of the subsidy.

Amend Article 106 of the Law on Environmental Protection in such a way as to determine the minimum sum
insured under liability insurance policies for damage caused to third parties as a result of an accident. By-laws
define the possibility of subsidization for insurance from Article 106 of the Law on Environmental Protection, the
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SUBSIDY FOR COMPREHENSIVE
VEHICLE INSURANCE FOR ELEC
TRICALLY POWERED VEHICLES,
AS WELL AS VEHICLES THAT
UTILIZE INTERNAL COMBUS-
TION ENGINE AND ELECTRIC
PROPULSION (HYBRID DRIVE)

CURRENT SITUATION

In order to encourage an environmentally friendly form of
transport, the Regulation on the conditions and method
of implementing the subsidized purchase of new vehicles
with an exclusively electric drive, as well as vehicles with a
hybrid drive, was adopted, which regulates the conditions
and method of implementing the subsidized purchase of
these vehicles. Through this Regulation, the State has given

incentives to legal entities, entrepreneurs and natural per-
sons to choose types of vehicles that contribute to cleaner
air (because they do not release harmful substances into
the environment - CO2, ozone, lead...) when purchasing
new vehicles, and thus help preserve environment.

POSITIVE DEVELOPMENTS

None.

REMAINING ISSUES

Although the State provides incentives for the purchase of
electric and hybrid vehicles, no subsidy is prescribed when
contracting comprehensive insurance for these vehicles.
Bearing in mind that these are vehicles that are not pro-
duced in the Republic of Serbia, that the number of author-
ized service centers that repair these vehicles is limited, and
that the number of alternative services is also limited, as
well as that any damage to such a vehicle can be very high,
the introduction of a subsidy for comprehensive insurance
of these vehicles, along with the already given purchase
incentive, would contribute to people opting for an electric
or hybrid car when buying new cars.

FICRECOMMENDATIONS

o TheRegulation on the conditions and method of implementing the subsidized purchase of new vehicles that have
an exclusively electric drive, as well as vehicles that have a hybrid drive, foresee the possibility of subsidization
for comprehensive insurance in order to further encourage these environmentally friendly means of transport.

N
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SUBSIDY FOR INSURING
APARTMENTS AND BUSINESS
PREMISES IN BUILDINGS WITH
ENERGY PASSPORT, AS WELL
AS FOR INSURING HOUSES
WITH SOLAR PANELS

CURRENT SITUATION

An energy passport is a certificate on the energy proper-
ties of a building that contains calculated values of energy
consumption within a certain category of buildings, energy
class and recommendations forimproving the energy prop-
erties of the building. All new buildings, as well as existing
buildings that are reconstructed, adapted, rehabilitated
or energetically rehabilitated, must have an energy pass-
port, except for buildings exempted from the obligation
of energy certification by the Rulebook on the conditions,
content and manner of issuing certificates on the energy
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properties of buildings.

The improvement of energy efficiency in buildings con-
tributes to environmental protection and the reduction of
greenhouse gas emissions resulting from the combustion
of energy sources for heating, i.e. space cooling, prepara-
tion of sanitary hot water.

In addition, the state’s activity in co-financing the installa-
tion of solar panels for the production of electrical energy
in family houses is noticeable. The state in a generous
way encourages the use of non-polluting and renewable
sources of energy and other resources.

None.

Although the State, through recent activities aimed at
determining energy efficiency and co-financing for the
installation of solar panels, contributes to environmental
protection and the reduction of greenhouse gas emissions,
it seems that the awareness of the importance of such
activities in society is still lacking. Primarily, due to insuffi-
cient information, and later due to the fact that any invest-
ments directed in this direction are still very expensive
and inaccessible to many average citizens of the Republic
of Serbia. In this sense, it seems that subsidizing the state
when insuring apartments and business premises in build-
ings with an energy passport of category A+, A or B, as well
as when insuring houses with solar panels, would be an
additional incentive for improved energy efficiency and
electricity savings.

By-laws should provide the possibility of subvention when insuring apartments and business premises in
buildings with an energy passport of category A+, A or B, as well as when insuring houses that have solar panels.

Recycling is the process of converting used materials into
new ones for further use. This process involves collecting,
separating, processing, and manufacturing new products

from previously used materials. Recycling old materials
helps protect the environment, reduce waste, and con-
serve natural resources. Since awareness of recycling and
its benefits is not at the desired level in Serbia, it may be
useful and justified to consider subsidy measures for busi-
nesses engaged in these activities.

None.

In points 38 and 39 of the Regulation on Classification of
Activities, specific codes of activities are defined for busi-
nesses involved in recycling and waste management (e.g.,
38.32 for the reuse of sorted materials, 38.31 for disman-
tling of wrecks). The state has already recognized the need
to allocate incentive funds for businesses engaged in these
activities. However, the current legal framework does not



provide for the possibility of subsidizing property/equip-
ment insurance for these companies. Additionally, since
many of these businesses handle hazardous and toxic
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materials, and their activities can be classified as high-risk
operations, the need for insurance subsidies for liability
insurance also exists.

By-laws should provide the possibility of subsidizing when insuring the liability of companies that are registered
in the Agency for Business Registers under the codes found in points 38 and 39 of the Regulation on Classification
of Activities, as well as when insuring the property/equipment of these companies.

The criteria of the

are based on four main themes: effective sustainable
development planning, maximizing social and economic
benefits for the local community, preserving cultural
heritage, and reducing negative impacts on the environ-
ment. These criteria, among other things, serve as fun-
damental guidelines for tourist/accommodation facili-
ties of all sizes to operate in a more sustainable manner.
For a specific tourist/accommodation facility to receive
the “sustainable” designation, it must actively engage in
reducing plastic consumption, water consumption, food
waste, energy consumption, ensuring animal welfare,
and establishing a balance between sustainability and
safety, and obtain certification for their tourist/accom-

modation facility.

Since all the above contributes to environmental protec-
tion, it appears that there is room to introduce subsidies for
insurance of tourist/accommodation facilities with Travel
sustainable level 1, 2, or 3 designations.

None.

The demand for sustainable accommodations is
increasing year by year. Based on publicly available sta-
tistics, we have determined that 71% of travelers world-
wide express a desire to travel in a more sustainable
way, while 70% of global travelers have stated that they
would choose sustainable accommodation, regard-
less of whether they actively seek such facilities or not.
Furthermore, a significant 78% of travelers worldwide
intend to stay in sustainable accommodations in the
near future. However, awareness in this segment is still
quite low, as 31% of travelers did not even know that
such facilities exist, and 29% still do not know how to
find them. Besides the clear lack of education in this
regard, it is also evident that there is a lack of state sup-
port for individuals who choose to engage in tourism in
a “healthier” way.


https://sustainability.booking.com/gstccriteria
https://sustainability.booking.com/gstccriteria

FICRECOMMENDATIONS

o By-laws should provide the possibility of subvention when insuring property/equipment for tourist/
accommodation facilities that have the label Travel sustainable level 1, 2 or 3.

X

SUBSIDY FOR INSURANCE OF
CROPS AND ANIMALS FOR
ORGANICPRODUCTION

CURRENT SITUATION

In the Law on Incentives in Agriculture and Rural Devel-
opment, incentive is defined as “funds provided in the
budget of the Republic of Serbia, as well as funds pro-
vided from other sources that are allocated to agricultural
holdings and other persons in accordance with this law in
order to achieve the goals of agricultural policy and rural
development policy “ The law determines the types of
incentives, their scope, purpose and distribution by type
of incentives, as well as who exercises the right to these
incentives.

Article 38 of the same law defines incentives for organic
crop production, as well as for organic livestock produc-
tion, with the condition that a legal entity, entrepreneur or

natural person-holder of a family farm has a certificate that
its production is organic in accordance with the regulations
governing organic production .

On the basis of this Law, the Government of the Republic of

Serbia adopts the Decree on the distribution of incentives
for each year.

POSITIVE DEVELOPMENTS

None.

REMAINING ISSUES

Although the Law, within the framework of support for pro-
grams related to the preservation and improvement of the
environment and natural resources, included incentives for
organic plant and organic livestock production, it seems
that there is room for additional incentives in the form of
subsidies for crop and animal insurance, in the amount of
100%. In this way, farmers would be provided with security
in case of natural disasters, and the possibility to increase
investments in their organic production.

FICRECOMMENDATIONS

© Amend the Law on Incentives in Agriculture and Rural Development in such a way that within the incentives
for the preservation and improvement of the environment and natural resources, in the part related to organic
production, a subsidy in the amount of 100% for the insurance of crops or animals, those legally persons,
entrepreneurs or natural persons - owners of family farms who have a certificate of organic production.
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The sale of compulsory insurance carried out by techni-
cal review centres is not considered as insurance agency
work, and the provisions of the Insurance Law do not apply
to technical review. It is not economically viable for tech-
nical review centres to invest in training of their employ-
ees to obtain authorisation to perform insurance agency
tasks for compulsory insurance sales. This is due to the high
employee turnover in such roles and the duration, cost, and
additional expenses associated with acquiring the qualifi-
cations to become an authorised insurance agent.

Given that the income generated from commissions on com-
pulsory insurance sales does not justify such investments, tech-
nical review centres do not invest in their staff in this regard.
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Consequently, insurance companies handle a significant por-
tion of the distribution of this type of insurance through their
own employees, which increases acquisition costs.

None.

The liability of authorised personnel working in techni-
cal review centres is lower compared to when concluding
other types of insurance (e.g. life insurance, which typically
involves long-term contracts with specifics like surrender,
capitalisation, and mathematical reserves — terms unfamil-
iar to the average insurance customer).

In this regard, the requirements for obtaining authorisation
for employees at technical review centres who sell compul-
sory insurance should not be equated with those for indi-
viduals obtaining authorisation for selling other types of
insurance. Technical review centres are not organisations
that engage in insurance agency activities, so the require-
ments imposed on employees at these centres to obtain
authorisation for compulsory insurance sales do not justify
equating their authorisation with that of those working in
dedicated insurance agencies.

The decision on acquiring qualifications and training of authorised insurance brokers and agents (Official Gazette
of RS, 38/2015 and 11/2017)—hereafter referred to as the NBS Decision—should be amended to define the
conditions under which employees at technical review centres may obtain authorisation to conduct compulsory
insurance sales. These conditions for obtaining qualifications, as well as the method of training, should be simpler
than those for other authorised agents, with the provision that this authorisation under “simplified” conditions
would only apply to the sale of Motor Third-Party Liability (MTPL) insurance.

Abovementioned amendments would significantly increase the distribution of MTPL policies at technical review
centres, which conduct mandatory annual inspections of all vehicles and are the main distribution channel for this
type of insurance. At the same time, it would reduce acquisition costs for insurance companies while maintaining
the current level of customer protection. If the NBS Decision was amended as proposed, the interests of insurance
customers would not be compromised, nor would the quality of services provided by authorised personnel at
technical review centres be diminished. Supporting this is the fact that these individuals would sell only this specific
type of insurance for which they would have obtained authorisation from the NBS. Additionally, the terms of MTPL
insurance are the same across all insurers, as are the pre-contractual disclosures, meaning that policyholders are
consistently well-informed about coverage and exclusions through various communication channels and by
receiving the same information each year when renewing their MTPL policy, as it is an annual insurance.
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The provisions of the Insurance Act define both the terms
“insurance broker” and “insurance agent,” as well as their
rights, obligations, and other significant elements of their
business operations within legal frameworks.

Article 99 of the Insurance Act, under the section “Restric-
tions on Insurance Representation,” states that an insur-
ance agency, insurance agent, and legal entities referred to
in Article 98, paragraph 2 of the Act, may provide insurance
representation services for one insurance company or for
multiple companies, with their written consent.

No improvements have been made.

In practice, an insurance agent is typically directly tied to
an insurer and represents the insurer’s interests, while an
insurance broker acts as an independent advisor to the cli-
ent—the policyholder—aiming to find the best product for
the client. Brokers have a broader offering since they work
with various insurance companies, whereas agents only
offer products from the companies they represent.

This difference in legal status results in varying degrees of
responsibility for brokers and agents, which in turn creates
a space for unfair competition. Some agents exploit this
situation, which is something that should be addressed to
ensure fair competition, benefiting clients.

The key differences between the two are:

Insurance Broker:
Works in their own name on behalf of the insurance con-
tract holder/policyholder: The broker is independent of

the insurance company, with the primary duty of pro-
tecting the interests of his clients. A broker helps clients

find the optimal insurance product/service on the mar-
ket by presenting multiple options.

The broker's offering consists of providing multiple
products/services from different insurers: Brokers typ-
ically sign agreements with several insurance compa-
nies, whose offers they present to clients, allowing them
to offer a variety of products and services that can be
tailored to the client’s specific needs.

Compensation (brokerage commission): A broker may re-
ceive a commission from the insurance companies with
which they cooperate (only within the Republic of Serbia),
but their regulatory duty is to protect the client’s interests
by assessing their needs and finding the best offer for the
client (the insurance contract holder/policyholder).

An insurance brokerage firm cannot engage in insur-
ance agency services.

An insurance broker is responsible for their business ac-
tivities and must hold a valid and active insurance policy
in accordance with the legislation.

The educational requirements for a broker’s licence, as
prescribed by the National Bank of Serbia, are higher
compared to those for an insurance agent.

Insurance Agent:

Works on behalf of the insurer/ represents insurer: An
insurance agent operates directly for one or more insur-
ance companies. Their primary role is to represent the
interests of the insurer, not the client (the insurance pol-
icyholder or insured party).

Sale of insurer’s products: The agent can only sell insur-
ance products from the company or companies with
which they have a contract. They may perform insur-
ance representation tasks for one or multiple insurers,
but only with their written consent.

Compensation: Agents usually receive a commission
from the insurance company for every policy they sell.
Their income is directly tied to the sale of the insurer’s
products.

Liability: The insurer is responsible for the actions of the
insurance agent.
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In practice, there are situations where agents may act as if  different legal entities with distinct rights, duties, authori-
they are a broker, despite the fact that these aretwo entirely  sations, and liabilities, as outlined by insurance regulations.

\

FICRECOMMENDATIONS

© Amendment to Article 99 of the Insurance Act, which currently states:
Restrictions on Insurance Representation
Article 99

An insurance agency, insurance agent, and legal entities referred to in Article 98, paragraph 2 of this Law may
perform insurance representation tasks for one or more insurance companies with their written consent.

The person referred to in paragraph 1 of this Article is required to prominently display the business name of
the insurance company they represent in their business premises.

Proposed amendment:
Restrictions on Insurance Representation
Article 99

An insurance agency, insurance agent, and legal entities referred to in Article 98, paragraph 2 of this Act may
perform insurance representation tasks for only one insurance company, whith their written consent.

The person referred to in paragraph 1 of this Article is required to prominently display the business name of
the insurance company they represent in their business premises.

—
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LEASING

Recommendations:

Initiation of amendments to the Law on Value Added Tax, in the part
related to interest taxation, and in terms of revoking VAT on the part of
leasing fee related to interest.

The Law on Compulsory Insurance in Traffic should be harmonized with
the Law on Financial Leasing, in terms of the provisions on the right of
recourse of the Guarantee Fund upon payment of damage caused by
a vehicle for which a contract on compulsory insurance has not been
concluded, by the owner or registered user of the vehicle, so that the
insurance company can claim the recourse right from the lessee instead
of from the leasing company.

Leasing and insurance companies should be in the same position as
banks pursuant to Article 85 of the Law on Personal Income Tax, i.e., that
in the case of a write-off of receivables they are not obliged to pay addi-
tional personal income tax if the conditions prescribed by law are previ-
ously met. The change would be to simply add "insurance company or
lessor" next to the word "bank client”.

To solve the problem of criminal-legal protection of financed leasing
objects. Consistent application of the Law in court proceedings con-
ducted in this legal matter and acting in accordance with the Law and
the Constitution of the RS.

Since through Business Register Agency (BRA) is possible for leasing
companies to submit to the Ministry of the Interior the necessary data
for authorization for registration by automated means (e.g., web ser-
vice), it is necessary to further develop the solution by enabling com-
munication with technical checks.

To establish the Operating Leasing Register with BRA, within which the
concluded operating lease agreements would be registered.

The solution to use the so-called the state electronic exchange line,
which has already been developed between the APR and the Ministry
of Interior, to submit the documentation required for vehicle registra-
tion in electronic form.

Introduced | Significant Certain No
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There are currently 13 leasing companies actively operating in
Serbia, which are mainly affiliates of renowned financial insti-
tutions, leaders in the field of banking and financial operations
in the markets of Central and Southeast Europe. These groups
have implemented their knowledge and high corporate busi-
ness standards in the Serbian market. The attractiveness of
the market is indicated by the fact that 4 new leasing houses
have appeared on the market. This will only bring the quality
of the offer because the standard of leasing services that mar-
ket leaders have implemented so far will be further confirmed.
A year-on-year growth of 12.4% was recorded in 2023, and the
trend in 2024 indicates even greater double-digit growth.

In the previous period, during 2024, there have not been
crucial improvements.

Regarding the recommendation related to the issuance of
the Registration Authorization to Leasing Users, it is ena-
bled the delivery via Agency for Business registar Portal that
is a certain improvement. However, the existing solution is
technologically outdated and it is necessary to additionally
enable communication with technical services. Leasing com-
panies proposed a more modern solution, and it is being
accepted by the Agency for Business Registers and the Min-
istry of Economy and is currently being implemented.



Regarding the recommendation that Financial Leas-
ing is not included as a type of financing in some of the
programs of state incentives in the economy, there have
been improvements. Positive examples are the Decrees
of the Government of the Republic of Serbia on determin-
ing support to small enterprises for the procurement of
equipment, in which the Program of support to small and
medium enterprises for the procurement of equipment has
been determined for several years. In addition to banks,
this program also includes leasing companies and has been
implemented very successfully.

Regarding the recommendation for linking the data of
the Ministry of Interior and the Parking Service in order to
increase legal security in the country, the exchange has
been established and is functioning.

1. Interestin financial leasing is still taxable

Law on Value Added Tax treats the products and services
of financial institutions in different ways when defining the
subject of VAT taxation.

Namely, in Article 4, item 2a) the Law clearly states that the
supply of goods on the basis of a leasing contract is subject
to VAT. According to the said Law, the basis for VAT is the
value of the subject of leasing and interest.

On the other hand, the legislator provided in Article 25 of
the same Law that credit operations and insurance services
are exempt from VAT.

Different tax treatment of products and services of financial
institutions has conditioned that financing through leasing
in relation to other types of financing is more expensive for
clients who are not in the VAT system, since VAT on interest
is an additional cost that puts financial leasing companies
at a disadvantage. It should not be forgotten that these are
entrepreneurs, registered agricultural farms, and compa-
nies that are not in the VAT system.

2. The guarantee fund may have a recourse claim from
the leasing company for the damage caused using
the item by the lessee

The Law on Compulsory Traffic Insurance stipulates that
the Guarantee Fund of the Association of Insurers of Serbia
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has the right of recourse, upon payment of compensation
from the owner of the means of transport, for the amount
of damage, interest, and costs paid.

The Law on Compulsory Traffic Insurance is not harmo-
nized with the Law on Financial Leasing, which introduced
a legal deal into the legal system of the Republic of Serbia
that, by definition and rules on liability for the use of leas-
ing objects, conflicts with the existing rule on the recourse
of the Guarantee Fund. The fact that the lessor is not able
to influence the behavior of the lessee or other persons
using the leased object and prevent the use of the vehi-
cle in traffic without a compulsory insurance contract, as
long as the leased object is located in the lessee’s country,
is completely ignored.

In the current situation, leasing companies face recourse
claims from the Guarantee Fund of the Association of Insur-
ers of Serbia, which they reject referring to the Law on
Financial Leasing, while on the other hand the Guarantee
Fund, despite understanding the essence of the dispute,
has no legal possibility to apply for recourse to the paid
amount of damage to any person other than the owner of
the means of transport and possibly their driver, accord-
ing to the system of subjective liability of the inflictor for
damages.

3. Leasing companies and insurance companies are
obliged to pay personal income tax in case of a write-
off of receivables from natural persons

When a leasing company or insurance company makes a
decision to write off claims from individuals who were pre-
viously sued, after an unsuccessful court procedure (due
to poverty, inability to collect, etc.), they are obliged to
calculate and pay personal income tax in the amount of
20%. Write-off receivables have the status of other income.
This is defined by Article 85 of the Law on Personal Income
Tax. Thus, a leasing company or an insurance company, in
addition to having suffered a loss due to non-payment of
obligations, has an additional obligation to pay personal
income tax.

To make the paradox even bigger, this becomes the basis
for the annual income tax of that natural person, so that
a person who is unable to settle a debt to a leasing com-
pany or insurance due to poverty, can become a taxpayer
if the value of the write-off together with other income
exceeds the amount of 4,3 million dinars. This tax “illogi-
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cality” was noticed by the Ministry of Finance, and with the
amendments to the Law on Personal Income Tax in 2013, an
exception was made for banks as creditors. Other financial
institutions that are also under the control of the NBS were
then “forgotten”.

4. The problem of the non-existence of criminal-legal
protection of property of leasing companies.

As a precondition for the functioning of financial leasing
as a financing model (in which leasing companies retain
the right of ownership over financed objects), there is
adequate and complete protection of financed leasing
objects as assets of leasing companies. However, in addi-
tion to other obstacles facing the leasing industry in Ser-
bia, a new obstacle has recently emerged that threatens
to stifle leasing in Serbia. It is about the lack or complete
absence of criminal legal protection of the property of the
Financial Leasing Providers. Namely, the Supreme Court
of Cassation in Judgment CA No. 42/16 dated 26 January
2016, took the position that in the case of evasion of the
subject of financial leasing, there is no objective element
of the criminal offense of evasion under Article 207 of the
Criminal Code of RS, considering that the leasing contract
by its nature leads to the acquisition of property rights,
due to which non-compliance with contractual obliga-
tions falls within the domain of civil law and does not con-
tain the essential elements of the said criminal offense.
The Supreme Court of Cassation did not take into account
that the civil law relationship has already been resolved by
a court decision and that a contract that has been termi-
nated can never lead to the acquisition of property rights.
In the stated manner, the lessors of financial leasing in
Serbia were deprived of the right to criminal-legal protec-
tion of their property contrary to the principles defined by
the Constitution. If such a wrong position of the Supreme
Court of Cassation continued to be applied by the compe-
tent public prosecutor’s offices, rejecting criminal charges
for the criminal offense of evasion of leasing objects, the
result would certainly be a very rapid withdrawal of all
leasing companies from the market of the Republic of
Serbia. Also, the reaction to the mentioned Decision of
the Supreme Court of Cassation can be a huge increase
in the number of mentioned criminal acts, appropriation
or alienation of other people’s property in order to obtain
illegal property gain, considering the absence of criminal
sanction according to the practice taken by the Supreme

Court of Cassation with the Judgment CA No. 42/16 dated
26 January 2016.

5. The Decision for risk management of Leasing compa-
nies which arise for launch the new product adopted
by the National Bank of Serbia, gave the opportunity
to companies registered to perform financial leasing
activities to, in addition, perform operational leasing
activities. In order to protect the rights of the lessor,
it was necessary to adjust the regulation of the exist-
ing register of financial leasing to the said Decision,
in such a way as to form the Register of operating
leases, within which the concluded operating lease
agreements would be registered.

On that way, among other things, the excerpt from the
register of operating leases kept by the Business Registers
Agency would be an executive document, which would
enable an urgent and efficient procedure for repossession
of the subject of operating lease in case of termination of
the operating lease agreement legal certainty for operat-
ing leasing entities.

6. Leasing companies, in order to improve their busi-
ness and improve the level of service to their clients,
savings both for clients and for themselves, created
a technical solution for the so-called paperless busi-
ness. Namely, the entire process of signing contrac-
tual documents is digitized and clients can sign con-
tracts electronically. However, in practice, a problem
arises when registering a vehicle in the MUP. Namely,
in order to register a vehicle, the MUP requires docu-
mentation in paper form, so a digitally signed docu-
ment is not acceptable. In this way, the improvement
is meaningless because it is necessary that the leas-
ing contract, which has been digitally signed, must
be printed out once again and signed and stamped
by hand.

The solution is to use the so-called use the state electronic
exchange line, which has already been developed between
the APR and the Ministry of Interior, to submit the docu-
mentation required for vehicle registration in electronic
form. The technical solution would be for the leasing com-
pany to first submit the documentation to the APR through
the web service, and then to submit the APR to the MUP.
The solution is supported by the eGovernment (eUprava).
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FICRECOMMENDATIONS

o Initiation of amendments to the Law on Value Added Tax, in the part related to interest taxation, and in terms
of revoking VAT on the part of leasing fee related to interest.

© The Law on Compulsory Insurance in Traffic should be harmonized with the Law on Financial Leasing, in terms
of the provisions on the right of recourse of the Guarantee Fund upon payment of damage caused by a vehicle
for which a contract on compulsory insurance has not been concluded, by the owner or registered user of the
vehicle, so that the insurance company can claim the recourse right from the lessee instead of from the leasing
company.

o Leasing and insurance companies should be in the same position as banks pursuant to Article 85 of the Law
on Personal Income Tax, i.e., that in the case of a write-off of receivables they are not obliged to pay additional
personal income tax if the conditions prescribed by law are previously met. The change would be to simply
add “insurance company or lessor” next to the word “bank client”.

o To solve the problem of criminal-legal protection of financed leasing objects. Consistent application of the
Law in court proceedings conducted in this legal matter and acting in accordance with the Law and the
Constitution of the RS.

o Since leasing companies can submit the necessary data for authorization of registration to the Ministry of the
Interior through the Business Register Agency (BRA) via automated means (e.g., web service), it is necessary to
further develop the solution by enabling communication with vehicle technical checks.

o To establish the Operating Leasing Register with BRA, within which the concluded operating lease agreements
would be registered.

o The solution to use the so-called the state electronic exchange line, which has already been developed
between the APR and the Ministry of Interior, to submit the documentation required for vehicle registration
in electronic form.

top J
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INDUSTRY OF CRUDE OIL,

GAS AND PETROLEUM

PRODUCTS

Recommendations:

Bearing in mind that the amendments to the Excise Law in September
2023 systemically regulated the regression of part of the excise duty for
fuel purchased by registered agricultural holdings, consider abolishing
the fixed price of Eurodiesel in the Regulation on limiting the price of oil
derivatives.

Repeal the Regulation on the limitation of the price of petroleum
products.

Introducing the marking of marine fuel sold to vessels in the domestic
water transport.

Reintroducing excise refund for marine fuel used in the domestic water
transport.

Reducing the level of excise taxation for LPG in order to increase the
consumption of this petroleum product.

Applying a general VAT rate of 20% on CNG consumption, as well as an
adequate level of excise taxation, in order to eliminate the effects of
CNG's preferential status in relation to other motor fuels.

Concluding bilateral agreements on carriers’ eligibility for VAT refund
on fuel purchased in Serbia with Bulgaria, Turkey, Greece, North Mac-
edonia and Montenegro, as well as with other countries from which

Introduced | Significant Certain No

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

trucks use Serbia as transit country.

In 2023, the oil and gas sector was under significant impact of
external factors that shaped the production, logistics and final
consumption of crude oil and petroleum products. The mac-
roeconomic trends in Europe and globally, under the influ-
ence of high inflation, high interest rates and the consequent
economic decline, influenced the gradual decline of crude oil
prices compared to the previous year. The geopolitical situa-
tion, changes and stabilization of trends in global trade, new
technology in energy production and use as well as regula-
tions in the field of energy transition have also contributed to
the declining trend of demand for oil and petroleum products.

The price of Brent crude oil in 2023 was relatively stable and
averaged around USD 83/bbl, which is around USD 18 less
than the 2022 average price. The highest price during the
year was around 98 USD/bbl in September, while the low-
est price was around 71 USD/bbl in March.

Companies operating in the oil and gas sector in the Repub-
lic of Serbia, in their energy transition processes in 2023,
continued to invest in renewable energy sources, primarily
to increase the production of electricity from solar panels

at fuel supply stations. In order to accelerate the process of
green transition in the Serbian energy sector and the entire
economy, it is necessary to continue the process of adopt-
ing appropriate regulations in consultation and coopera-
tion with the economy.

Please note that the price limit of motor fuels in the Repub-
lic of Serbia, which was initially introduced on 10 Febru-
ary 2022 through the Regulation on limiting the prices of
petroleum products to prevent negative effects resulting
from global market disruptions, is still in force, although
fuel supply and prices stabilized compared to 2022. The
Regulation on the temporary measure of limiting the price
of gas and compensation of the price difference for natu-
ral gas procured from imports or produced in Serbia in the
event of natural gas market disruptions has been extended
for a second time in October 2023.

According to the Energy Balance of the Republic of Serbia,
oil production in the country is carried out at 870 oil and 69
gas wellbores in operation. In addition, in 2023, 42 new well-
bores were put into operation (41 development wellbores
and 1 exploratory wellbore). In the area of production of
petroleum products in the country, NIS a.d. Novi Sad is the

-



only one that owns a refining complex in Pancevo with a
total refining capacity of 4.8 million tons of crude oil per year.

The production of liquefied petroleum gas (LPG), as a nat-
ural gas product, takes place at NIS a.d. Novi Sad Oil and
gas preparation and transportation unit in Elemir, at Stand-
ard gas d.o.o. units in Odzaci and Hipol a.d. units, which use
imported gas condensate, i.e. a broad fraction of light hydro-
carbons, as a raw material. The production of propane-bu-
tane mixture and autogas, as component mixture, is carried
out at Petrol LPG d.o.o. Belgrade in its Smederevo unit, while
VML d.o.0. Belgrade does the same thing at Jakovo unit.

Transportation of petroleum products in the Republic of
Serbia is carried out by rail, ship and road. Transport from
the refineries to terminals mainly goes by rail and ship, while
transport to final consumers takes place by road. Transnafta
AD Pancevo is the only company in Serbia that transports
crude oil using pipeline at regulated prices, considering
that the above activity is of general interest. The company
transports crude using oil pipeline that stretches from the
Danube River at Sotin on the border with the Republic of
Croatia to the Pancevo Refinery and its total length is 154.5
km. The section Backo Novo Selo - Refinery Novi Sad is
63.3 km long, while the section Refinery Novi Sad - Refin-
ery Pancevo is 91 km long. The 2023 estimated quantity of
imported crude oil transported to the refinery using the
DN-2 pipeline section (Novi Sad - Pancevo) is 2,850 million
tons, with 0,700 million tons of domestic crude oil. This oil
pipeline is part of the main Adria oil pipeline (JANAF), put
into operation in 1979. The associated pipeline infrastruc-
ture consists of Novi Sad terminal with four crude oil tanks
of 10,000 m3 each and two tanks of 20,000 m3 each, a dis-
patch centre and a pumping station, a measuring station in
Pancevo and eight block stations along the pipeline route.

The total supply of domestically produced crude oil and inter-
mediate products intended for refining in refineries in 2023
was about 3.882 million tons, which is by about 5.3% less com-
pared to 2022. What is more, in 2023, about 0.830 million tons
of crude oil were produced (21.4% of the total consumption),
and 3.052 million tons (78.6%) were imported. 4,081 million
tons of petroleum products were produced in 2023, which is
about 10% less than in 2022. The import of petroleum prod-
ucts amounted to 0.900 million tons as in the previous year,
while export was 0.559 million tons, or about 16.3% less.

The total production of natural gas in the country in 2023 was
312,848 million m3, about 5.4% less than the previous year,
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while the import was 2,645,490 million m3, or about 6.9% less.

First of all, the supply of petroleum products on the global
market stabilized, judging by their availability and supply
possibilities, which certainly had a positive effect on the
region of Southeast Europe, as a result of which the vast
majority of countries in the region abolished the price limit
of petroleum products.

The state bodies’ activities in the field of energy transition
continued. There was a public hearing on the Draft Regula-
tion on the establishment of the Integrated National Energy
and Climate Plan of the Republic of Serbia up to 2030 with
projections until 2050, and its adoption is expected soon.
In the following period, a public hearing is expected on
the Energy Development Strategy of the Republic of Serbia
until 2040, with projections until 2050.

There have been improvements in establishing a system
of fuel supply subsidies to farmers at a preferential price;
namely, in early 2024 excise tax refund was introduced, which
after latest increase of May 1, 2024 amounts to RSD 53.8 per
litre, up to 100 litres per hectare of registered area, up to 100
hectares of area at most. This created the preconditions for
solving the issue of price limits on petroleum products.

The price limits on petroleum products in the Republic of
Serbia in 2022 had a negative impact on companies and
disrupted the petroleum product market. Although the
supply of petroleum products has significantly improved
compared to 2022 and is running smoothly, Serbian state
authorities still regulate the prices of petroleum products.

The non-market price of Eurodiesel for registered agricul-
tural holdings remains a related and very significant prob-
lem, established as binding for one supplier on the market,
which has led to a significant redistribution of market shares
in the agricultural supply segment. As stated, in early 2024,
farmers got excise tax refund for dedicated fuel consump-
tion as a type of subsidized price, which is another reason
why the price of Eurodiesel should no longer be regulated.

Please note that as of 2026, the Carbon Border Adjustment
Mechanism (CBAM) will be applied to certain goods exported
to the EU, i.e. a cross-border tax calculated on the basis of
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emissions of carbon dioxide or other gases with a green-
house effect during production. Certain companies are also
obliged to measure carbon dioxide emissions as of October
2023. What Serbia lacks at the moment is harmonized national
regulations in the scope of preparation for CBAM mechanism
implementation, as well as the possibility of emissions trading.

Currently, the majority of vessels in domestic water trans-
port are being illegally supplied with derivatives via tank
trucks, in places that do not meet the minimum safety
and environmental criteria. By introducing the marking
of petroleum products sold to vessels in domestic water
transport, misuse of unmarked (customs) goods in cabo-
tage would be prevented, which would have a positive
impact on the revenues of the budget of the Republic of
Serbia and enable a simple check of ships in domestic traf-
fic regarding the place of supply.

Re-introducing of an excise refund on fuel used in domestic
water transport, for which shipper provides an evidence of
supply at places envisaged for the supply of vessels with
fuel, would positively impact the river transport compet-
itiveness as an ecologically safe way of transport. Also,

excise refund on this type of fuel would make refuelling at
legal bunkering stations an attractive option for shippers,
eliminating safety and environmental risks that exist in the
current way of refuelling via truck tanks.

The intensive and continuous control of illegal trade in
petroleum products in the country needs to continue,
including capacity building of inspection authorities to
perform control.

Due to the high LPG excise duty, which is among the high-
est in the region, the use of this environmentally friendly
derivative is discouraged.

The lack of excise duty and a lower tax rate of 10% for trad-
ing in compressed petroleum gas, CNG, on the other hand,
makes it more competitive compared to other motor fuels.

Vehicles in international passenger and freight road trans-
port in Serbia buy smaller quantities of fuel, while, on the
other hand, there is an increasing number of domestic car-
riers who buy fuel outside of Serbia due to more favourable
excise policies in neighbouring countries.

and the introduction of the emissions trading system.

country.

Bearing in mind the refund of excise duties for agricultural holdings in 2024, consider abolishing the fixed price
of Eurodiesel in the Regulation on limiting the price of petroleum products.

Repeal the Regulation on the limitation of the price of petroleum products.

Harmonize national regulations for the implementation of the Carbon Border Adjustment Mechanism (CBAM)

Introduce the marking of petroleum products sold to vessels in domestic water transport.
Re-introduce excise refund on fuel used in domestic water transport.
Reduce the level of excise taxation for LPG in order to increase the consumption of this petroleum product.

Apply a general 20% VAT rate on CNG consumption and introduce an adequate level of excise taxation, in order
to eliminate the effects of CNG's preferential status compared to other motor fuels.

Conclude bilateral agreements on carriers’ right to VAT refund on fuel purchased in Serbia with Bulgaria, Turkey,
Greece, North Macedonia and Montenegro, as well as with other countries whose trucks use Serbia as a transit
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PHARMACEUTICAL

INDUSTRY

Recommendations:

The Government should:

Provide steady funding for innovative medicines and generic medicines
while expanding the indications through a special-purpose transfer of
budget funds to NHIF, thus compensating for the clear lack thereof in
the financial plan of NHIF.

Take a position regarding the future of its healthcare institutions, pri-
marily pharmacies . If state pharmacies have a future as such, a strong
recommendation is to entrust them to a private partner in accordance
with the law, with the key law being that on public-private partnership,
and in accordance with the model respecting the specifics originating
from the status and business operations of publicly-owned pharmacies
undergoing PPPs . This guarantees the legality of the procedure, trans-
parency and the maximization of benefit for everyone involved.

The Ministry of Health should:

Work continuously, together with the Ministry of Finance and the NHIF,
on securing additional funds from the budget of the Republic of Serbia
with the aim of including new therapies on the NHIF Reimbursement List .

With the aim of accelerating patients’ access to medicines, allow the
submission of documentation for obtaining the highest price of med-
icines for use in human medicine to competent ministries as of the
moment the holder of the licence for the medicine receives a Report
from ALIMS following a session of the Commission for the Placement of
Human Medicines on the Market . Enabling parallel processes for final-
izing the licensing procedure for a medicine and for obtaining its maxi-
mum price would considerably reduce the time frame for placing each
individual medicine on the market . Therefore, the proposal is to enable
two processes to take place in parallel: the final part of the process of
obtaining a licence for placing a medicine on the market from ALIMS,
and the process of publishing the maximum price of the medicine in a
Decision on the highest prices of medicines for use in human medicine
by the Ministry of Health.

Urgently draft a new Law on Medicines in cooperation with industry
representatives.

Eliminate from the new Law on Medicines the issuing of approvals by
ALIMS for the use of promotional materials and other documentation
regarding the advertising of prescription medicines and/or promo-
tional materials and other documentation intended for the professional
public.

Amend the Law on the Protection of the Population from Infectious
Diseases and the accompanying Rulebook on the Training Program so
that employers can conduct training for employees in the medicines
production, trade and dispensing, as it is already regulated by other
regulations.

The Ministry of Finance should:

Make a positive decision on a reasoned request by the Ministry of Health
for a special-purpose transfer of NHIF funds for new medicines.

Introduced | Significant Certain No
in the WB: progress progress progress
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Recommendations:

Ensure an equal tax and customs treatment of raw materials and fin-
ished medicines.

Abolish VAT on donations of medicines and medical devices to health
care institutions.

NHIF should:

Ensure the acquisition of the funds required from the central budget for
introducing new medicines on the Reimbursement List.

Continue the positive trend of ensuring the predictability of the deci-
sion-making process, with clear time frames and a transparent consul-
tation process with industry representatives.

Ensure greater flexibility regarding models for specific agreements,
since every medicine has its own specific details that need to be incor-
porated into the agreement.

Enable the electronic submission of introducing new medicines on the
Reimbursement List, without submitting paper documentation.

Timely payment.

Ensure full functionality of its information systems SAP and Finance Por-
tal with SEF of the Ministry of Finance, in order to ensure timely, accu-
rate and correct monitoring, control and payment of invoices issued for
delivered drugs and medical devices.

ALIMS should:

Adhere to the existing time frames established by the Law on Medicines
regarding new registrations, renewals and variations of licences.

Provide for electronic submissions of all requests for medicines (new
registrations, renewals and variations).

Revise and harmonize the amount of certain tariffs; PV tariffs based on
the INN; reduce the amount of tariff for the documentation control for
each imported series of a medicine.

An additional number of professional executors should be hired in
order to resolve cases faster within the legally prescribed deadlines and
reduce huge delays, especially in resolving accumulated variations for
medicines.

Introduced | Significant Certain No
in the WB: progress progress progress
2013 Vv
2014 Vv
2018 V
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2017 v
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2020 v
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2021 v

The health of a nation is one of the fundamental pillars of
stability and prosperity for any society. A healthy popula-
tion is crucial for economic growth and development as it
directly influences workforce productivity, reduces health-
care costs, and improves the quality of life. Quality health-
care allows people to work more efficiently, take fewer sick
days, and contributes to greater overall productivity. On the
other hand, inadequate healthcare can significantly bur-
den the national health system, increase healthcare costs
in the long run, and reduce the nation’s working potential.

The economy of a country is closely linked to the health of
its population. Various illnesses and health challenges can
lead to a reduction in the available workforce, increase dis-
ability rates, and cause premature mortality, all of which
collectively hinder economic growth. A healthy population
not only contributes to higher economic output but also
eases the strain on public finances by reducing expenses
on treatment and rehabilitation.

Investing in healthcare is not just a moral obligation but
also a strategic economic decision that can bring signifi-
cant benefits to society. Therefore, developing effective



health policies and ensuring access to healthcare and mod-
ern therapeutic options for all citizens should be a prior-
ity for any Government striving for sustainable economic
development and social well-being.

An essential and extremely important part of the health-
care system is the regular supply of medicines and the
availability of the most advanced therapies, which are a
basic prerequisite for positive outcomes in the healthcare
system of any country. For the healthcare system to func-
tion optimally, in addition to uninterrupted supply of med-
icines and access to the latest therapies, there needs to be
a systematic and efficient connection among the three pil-
lars on which the entire pharmaceutical market rests: man-
ufacturers, wholesalers, and healthcare institutions (private
and public).

According to the Health Insurance Law, mandatory health
insurance covers illness and injury cases, early disease
detection, medical examination, treatment, rehabilita-
tion, medications, medical aids, and supplies. However,
some analyses and certain medicines are not covered by
the National Health Insurance Fund (NHIF), which forces
patients to turn to the private sector and pay for treatment
out of their own pockets. This has led to a rapid growth of
the private healthcare sector in the past decade.

In the previous period significant progress has been made
in improving the availability of the most advanced ther-
apies. The next step would involve establishing a regular
annual allocation of funds from the central budget to the
NHIF specifically for financing new therapies.

The average life expectancy in Serbia is considerably
below the EU average (74,7 compared to 80,2). The greatest
risks for the health and life of the population of Serbia are
caused by coronary and vascular system diseases, malig-
nant diseases, diabetes and chronic obstructive pulmonary
diseases. For example, the gravity and complexity of this
problem is best illustrated by the discrepancy between the
cancer incidence rate, where Serbia is 18th in Europe, and
cancer mortality rate, where it holds 2nd place. Bearing
in mind the discrepancy in the cancer incidence rate and
mortality rate in Serbia and the EU, the availability of onco-
logical, as well as innovative medicines from other fields of
therapy is clearly insufficient, while at the same time being
crucial for reducing the high mortality rate of the popula-
tion, with increased preventive examinations and raising
the awareness of patients about their importance.
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It is completely clear that the NHIF, even with the assump-
tion of the best resource management, is not able to ade-
quately respond to all patients’ needs for drug therapies
from its own income. For that reason, purposeful and
continuous intervention from the central budget is neces-
sary, in addition to the existing allocations of the NHIF for
medicines.

It is very important for stable pharmaceutical market func-
tioning to continue the harmonization of the domestic
legal framework with EU acquis, primarily through the Law
on Medicines, whose adoption has been postponed for
several years. That way the practice inapplicability in some
of its provisions and non-transparency in certain proce-
dures should be eliminated.

Another problemis thattime framesforimportant decisions
are often too long and, even so, typically not observed. The
participation of representatives of the pharmaceutical sec-
tor in the drafting of all relevant acts is necessary, and sig-
nificant progress can already be seen in this field.

1. Over the last seven years, from 2017 to today, 80 innova-
tive drugs for various conditions (oncological and hae-
matological diseases, multiple sclerosis, psoriasis, hep-
atitis C, heart failure, diabetes) have been added to the
Reimbursement List, with 26 of them added in 2022, for
which about 5.8 billion dinars were allocated. This trend
is encouraging, but introducing innovative medicines to
the list should not be a one-time investment; it is nec-
essary to secure funds for therapies continuously every
year and to apply a similar model for innovative medical
devices. In 2023, off-label use of drugs was permitted,
allowing the NHIF to cover treatments for conditions for
which the drug is not officially registered but has proven
to be effective and safe in practice, increasing the num-
ber of therapeutic options for various diseases.

2. The adoption of the Law on health documentation
and records in the field of health continues the efforts
towards digitalization in healthcare and the establish-
ment of the Republic Integrated Health Information
System, which will integrate data about all healthcare
resources alongside electronic services for healthcare
institutions and patients, significantly improving the
efficiency of the healthcare system and decision-mak-
ing processes.
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3. ALIMS continues with the digital transformation of
regulatory processes in the field of medicines by intro-
ducing and implementing the Regulatory Information
Management System (RIMS), which is already opera-
tional for registration processes, expert opinions, clin-
ical trial requests, and approval of control stamps. For
the implementation of this system, ALIMS established
a best practice pilot project in collaboration with and
through testing with marketing authorization holders.

4. In the past period communication and joint efforts
between representatives of the pharmaceutical indus-
try and the Ministry of Health/NHIF continued, focus-
ing on all business-related issues, particularly address-
ing challenges related to drug shortages and ensuring
regular supply.

1. Alack of a systemic solution for financing the intro-
duction of New Drugs on the Reimbursement List

As noted, there is a positive trend in the availability of inno-
vative drugs, which should also apply to innovative medi-
cal devices. Continuous introduction of new drugs to the
Reimbursement List requires an annual allocation of tar-
geted funds from the central budget to the NHIF. Before
this, all relevant medical commissions within the Ministry of
Health/NHIF should evaluate all submitted requests for list-
ing drugs/medical devices on the Reimbursement List and
determine the exact amount needed to meet the needs of
patients across all therapeutic areas.

2. Shortcomings in the process of including medicines
on the NHIF Reimbursement List

The Rulebook on criteria for including/removing medicines
from the Reimbursement List, as a key by-law in this area,
needs to be amended to include clearer and more detailed
criteria for the selection of medicines covered by the man-
datory health insurance system. Although certain progress
is already visible, each individual procedure for the place-
ment of a medicine on the Reimbursement List should be
even more transparent and with a mandatory explanation
of the final decision, and the right to appeal.

Although the NHIF announced an update to the Reim-
bursement List with new generic (non-budget) drugs by
the end of 2022 or at the latest in the first quarter of 2023,

this has not occurred as of September 2024. For the sake of
business predictability, as well as ensuring the stability of
supply and the availability of essential therapies, it is neces-
sary for the NHIF to establish clear deadlines, timelines, and
a process for updating the Reimbursement List.

3. Policy of medicine prices and distribution costs

The ongoing global conflicts, coupled with the result-
ing economic crisis and inflation, are having a significant
and negative impact on the pharmaceutical industry. As a
result, pharmaceutical products prices have been subject
to fluctuations, i. e. increases due to increased transporta-
tion costs, limited access and rising prices of raw materials,
increased production costs and geopolitical uncertainty.
All the above has a major impact on the continuous supply
and availability of medicines, which has been reflected in
global shortages of a significant number of medicines.

The challenges in medicine supply and potential market
withdrawals have also been recognized by the European
Commission, which addressed these issues in its proposed
new Pharmaceutical Directive in April 2023. The proposal
calls for cooperation between institutions and industry at
the EU member state level, as well as timely notifications
of shortages and potential market exits. As an example, the
Government of the Federal Republic of Germany increased
drug prices in 2023 to ensure supply stability and prevent
further shortages.

In Serbia, introducing Greece as a reference country for
drug pricing, alongside Italy and Slovenia, is expected to
reduce drug prices, but the concrete effects will only be
known once new prices are published. Wholesale distrib-
utors, whose distribution costs are included in the price
of medicines, are particularly burdened by the rising costs
of fuel, other energy sources, and increased operational
expenses that are essential for regular and safe supply.
Given the specific circumstances and challenges facing the
pharmaceutical industry in Serbia, it is necessary to involve
all relevant stakeholders in the decision-making process
to ensure stable and continuous medicine supply in the
Republic of Serbia in the coming period.

4. Resolving of remaining debt of state healthcare insti-
tutions to wholesalers and suppliers

It is necessary to continue with activities regarding settle-
ment of remaining debts and payments of healthcare insti-



tutions for delivered medicines, medical devices, which
refer to procurements that are not subject to the CJN of the
NHIF, i. e. subject to direct payment.

5. Administrative procedures and the issuing of licences
for medicines

In addition to new registrations and licence renew-
als, ALIMS is still considerably tardy when it comes to
approving amendments to licences (variations). Variations
approval and licences renewal are being waited for years,
in case of permanent medicine licence, since there are
no more renewals after 5 years, deadlines do not exist in
practice. Such delays, despite ALIMS undertaking a series
of activities and measures since the beginning of the year
to expedite procedures within legal deadlines concerning
new indications and variations related to drug safety, sig-
nificantly affect the availability of the latest information
regarding drug use for both healthcare professionals and
patients, as well as the availability of the drugs themselves
in the market.
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6. Regulations effecting business

Despite the fact that the adoption of the new Law on Med-
icines has been in the Work Plan of the Ministry of Health
for 6 years, no progress has been made in preparation of
this regulation.

It is necessary to amend the Law on the Protection of the
Population from Infectious Diseases in the part of the pro-
visions on training for the acquisition of basic knowledge
of personal hygiene for employees in the production, dis-
tribution and dispensing of medicines organized and con-
ducted by the Ministry of Health, with the payment of the
prescribed fee because of the adoption of this Law and the
accompanying Rulebook on the training program, it was
not taken into account that the obligations and responsi-
bilities of drug manufacturers, wholesalers and pharma-
cies in the part of hygiene training are already regulated by
special regulations as well as the strict requirements of the
Good Manufacturing Practices Guidelines (GMP) and the
Good Practices Guidelines in distribution (GDP).

The Government should:

Provide steady funding for innovative medicines/ medical devices and generic medicines while expanding the
indications through a special-purpose transfer of budget funds to NHIF, thus compensating for the clear lack
thereof in the financial plan of NHIF.

Take a position regarding the future of its healthcare institutions, primarily pharmacies. If state pharmacies have a
future as such, a strong recommendation is to entrust them to a private partner in accordance with the law, with
the key law being that on public-private partnership, and in accordance with the model respecting the specifics
originating from the status and business operations of publicly owned pharmacies undergoing PPPs. This
guarantees the legality of the procedure, transparency and the maximization of benefit for everyone involved.

The Ministry of Health should:

Work continuously, together with the Ministry of Finance and the NHIF, on securing additional funds from the
budget of the Republic of Serbia with the aim of including new therapies on the NHIF Reimbursement List.

With the aim of accelerating patients’ access to medicines, allow the submission of documentation for obtaining
the highest price of medicines for use in human medicine to competent ministries as of the moment the holder
of the licence for the medicine receives a Report from ALIMS following a session of the Commission for the
Placement of Human Medicines on the Market. Enabling parallel processes for finalizing the licensing procedure
for a medicine and for obtaining its maximum price would considerably reduce the time frame for placing each
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individual medicine on the market. Therefore, the proposal is to enable two processes to take place in parallel:
the final part of the process of obtaining a licence for placing a medicine on the market from ALIMS, and the
process of publishing the maximum price of the medicine in a Decision on the highest prices of medicines for use
in human medicine by the Ministry of Health.

Urgently draft a new Law on Medicines in cooperation with industry representatives.

Eliminate from the new Law on Medicines the issuing of approvals by ALIMS for the use of promotional materials
and other documentation regarding the advertising of prescription medicines and/or promotional materials and
other documentation intended for the professional public.

Amend the Law on the Protection of the Population from Infectious Diseases and the accompanying Rulebook
on the Training Program so that employers can conduct training for employees in the medicines production,
trade and dispensing, as it is already regulated by other regulations.

The Ministry of Finance should:

Make a positive decision on a reasoned request by the Ministry of Health for a special-purpose transfer of NHIF
funds for new medicines.

Ensure an equal tax and customs treatment of raw materials and finished medicines.

Abolish VAT on donations of medicines and medical devices to health care institutions.

To provide wholesalers with more favourable conditions for fuel procurement for the transportation of medicines.
NHIF should:

Ensure the acquisition of the funds required from the central budget for introducing new medicines on the
Reimbursement List.

To enhance the process of ensuring predictability in decision-making, with clear timelines and a transparent
consultation process with industry representatives.

Ensure greater flexibility regarding models for specific agreements, since every medicine has its own specific
details that need to be incorporated into the agreement.

Enable the electronic submission of introducing new medicines on the Reimbursement List, without submitting
paper documentation.

Additionally improve full functionality of its information systems SAP and Finance Portal with SEF of the Ministry
of Finance, in order to ensure timely, accurate and correct monitoring, control and payment of invoices issued for
delivered drugs and medical devices.




ALIMS should:

o Adhere to the existing time frames established by the Law on Medicines regarding new registrations, renewals
and variations of licences.

o To promptly activate the procedure for variations and renewals of licenses through RIMS.

© Revise and harmonize the amount of certain tariffs; pharmacovigilance tariffs based on the INN; reduce the
amount of tariff for the documentation control for each imported series of a medicine.

© Anadditional number of professional executors should be hired in order to resolve cases faster within the legally
prescribed deadlines and reduce delays, especially in resolving accumulated variations for medicines.

top 1
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TOURISM & HOSPITALITY.

Recommendations:

Adoption of a New Tourism Development Strategy with a Change of the
Tourism Destination Management Concept.

Adoption of a New Assessing Methodology for the Tourism Foreign
Exchange Inflow of Through the Application of the Tourism Satellite
Accounts Methodology.

Amendments to the Law on Simplified Employment of Seasonal Jobs in
Certain Activities Expanding the Provisions on Tourism and Hospitality
Sector in terms of expanding the circle of employers from Article 2 . of
the Law on Simplified Employment in Seasonal Jobs in Certain Activi-
ties (“Official Gazette of the RS”, No . 50/2018) in such a way as to include
employers who perform activities in the Tourism and Hospitality sector.

Amendments to the VAT Law to Expand Activities That Would be Taxed
at a Special, Reduced Rate of 10%.

Amendments to the Law on Copyright Regarding the Method of Deter-
mining the Copyright and Related Rights Tariff to introduce a fee pay-
ment criterion based on the occupancy percentage of the taxpayer’s
accommodation capacity in the accounting period.

Suppression of the High Level of the Grey Economy in Tourism and Hos-
pitality Emphasizing Individual Accommodation Services Segment: 1. It
is necessary to strengthen the capacities of the tourism inspection at
the local and national level and to carry out permanent education of
inspectors. 2. Accommodation service providers (especially individual
accommodation service providers) should be informed and educated
about the rights and benefits provided by the legal framework through
educational campaigns. 3. Effective and continuous tourism inspec-
tion (preventive and regular) supervision must be applied to minimize
the grey economy and improve the use of E-tourist, especially among
individual accommodation service providers. 4.The tourism inspection
(at all levels) should adopt a Strategic and Annual Plan for suppressing
the grey economy based on comparing the advertised accommoda-
tion facilities on various online platforms and the facilities in the E tour-
ist system . The Annual Plan for the following year should be drawn up
by December 15 of the current year. 5. The tourism inspection should
make publicly available the Annual Report of the performed supervi-
sion according to the newly proposed Strategic and Annual Plan. The
Annual Report should be quantified and contain at least the destina-
tion name, the number of inspections carried out, the types of facilities
inspected, and the supervision results . The Annual Report should be
published for the previous year by February 15 of the current year. 6.
Legal entities and individual accommodation service providers not reg-
istered in the e-Tourist system cannot be beneficiaries of public funds at
the national and local levels.
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The second decade of 21 century is characterized by a quan-
titative increase and qualitative improvement of accom-
modation tourist capacities in Serbia after the collapse of
post-transitional tourism and the closure of many degrees
in the first decade of this century. This period is character-
ized by the opening of a number of previously missing 4-
and 5-star hotels, the start of a number of planned hotels in
mountain and spa destinations, and the emergence of con-
gress, spa, and other specialized hotels. On the other hand,
the development of rural accommodation and different
tourist capacities, especially during and after the COVID-19
pandemic, is flourishing.

The quality structure of accommodation capacities is
continuously improving, given that the most significant
number of newly opened facilities belong to higher cate-
gories. Despite these improvements, Serbian accommoda-
tion is not adjusted to the international market expecta-
tions, given that the share of hotel accommodation is only
around one third' of the total accommodation capacity. It
can be seen as a disadvantage, but it also represents the
considerable opportunity for growth in this segment.

The mainly positive achievement was a substantial increase
in foreign arrivals, overnights, and spending, influencing
the Serbian foreign trade balance, traditionally in deficit
and positively supported in the period of Tourism Develop-
ment Strategy the Republic of Serbia 2016-2025 (TDS) imple-
mentation. From 2009 to 2019, Serbia recorded an increase
in the relative share of foreign tourists in total volume. The
number of international arrivals and overnights was grow-
ing on average at 11.11% (CAGR) and 10.61% (CAGR), respec-
tively, and in 2019 foreign tourists reached a 50% share in
total arrivals and 40% share in total overnights.?

However, in 2020, the COVID-19 pandemic interrupted the
positive tourist trends. It caused significant damage to the
tourist traffic in Serbia, resulting in a drop in tourist arriv-
als by 51% and tourist overnights by 38%.3 The number of
arrivals and overnights of foreign tourists recorded a signif-
icant decrease of 76% and 68%, respectively.* After a par-
tial recovery in 2021, the positive recovery trend of Serbian

E tourist, Statistical Office of the Republic of Serbia
Statistical Office of the Republic of Serbia
Statistical Office of the Republic of Serbia
Statistical Office of the Republic of Serbia
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tourism continued in 2022 and 2023, when a record 4.2
million tourist arrivals and around 12.4 million total over-
nights were recorded.® Foreign tourists’ overnights were
about 39% higher than the pre-pandemic level.® In 2023, a
record foreign exchange inflow from tourism was achieved
and amounted to EUR 2.55 billion, which is EUR 1.1 billion
more than in the pre-pandemic year 2019.” The same trend
continued in 2024 when new records are expected regard-
ing arrivals, overnight stays, and foreign exchange inflow
from tourism.

Regarding services, tourism is one of the most significant
contributors to services export, participating with about
20%3 of total service export in Serbia. In 2023, (according
WTTC) it is estimated that the participation of the tourism
industry (total) in the GDP was around 6.4%.° According to
the same source, for the period 2024-2034, the contribution
of tourism to the country’s GDP is expected to grow at a
rate of 2.7%."° Furthermore, in 2023, this industry had about
81.9 thousand employees.” However, a relatively high
share of the gray economy in the catering sector remains
unchanged despite certain activities initiated by the com-
petent ministry in 2022 regarding communication with
online platforms that allow advertising of unregistered
accommodation capacities.

Investments in tourism have increased (from 280 mil EUR in
2015 to 700 mil EUR in 2020)'?, but at a much lower rate than
projected. Namely, significant investments were registered
as investments in infrastructure (which is in the function of
tourism), buildings (in tourism function), etc. Considering
the number of newly opened hotels, doubts about under-
estimating statistics became important. In addition, by
obtaining the organization of the specialized EXPO 2027
exhibition, the construction of new accommodation capac-
ities is expected, primarily in the hotel industry.

From the perspective of strategic planning, the valid TDS
which was adopted for the period from 2016 to 2025, due

Statistical Office of the Republic of Serbia
Statistical Office of the Republic of Serbia
National Bank of Serbia

Statistical Office of the Republic of Serbia
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11 Statistical Office of the Republic of Serbia
12 WTTC Report and Assesment
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to the context of the time, insufficiently covered the issues
of digital and green transformation of the tourism indus-
try, as well as the impact of climate change. In addition, the
market segments were not determined based on special
market research, so a clear connection between (the pro-
motion) of certain tourist products and the specific market
segments for which these products are planned is lacking.
During 2023, the development of a new strategic frame-
work for the tourism sector was started; however, by the
conclusion of the White Book 2024 (October), the new TDS
was not adopted.

Further, key legal documents were upgraded in 2019
according to strategic intentions to support the SME sec-
tor and protect consumers starting with laws: Law on tour-
ism and Law on hospitality. Further, in 2021, Strategic Mar-
keting Tourism Plan of Republic of Serbia was adopted.
However, it should not be forgotten that creating a new
strategic document, including the Tourism Development
Strategy, implies the improvement of the overall regulatory
framework (laws, by-laws, etc.) after its adoption. In addi-
tion, after the adoption of the new TDS, which will define
the new vision, mission, and objectives of tourism devel-
opment in Serbia, it is necessary to start drafting the new
Strategic Marketing Plan for Tourism of the Republic of
Serbia as soon as possible (the valid one was adopted for
the period from 2021 to 2025), if Serbia wants not only to
improve but also to maintain its existing competitive posi-
tion on the international tourism market.

The further development of European and Serbian tourism
in the coming period will continue to face numerous chal-
lenges, such as:®

Russian-Ukrainian conflict;

Conflict in the Middle East and other geopolitical crises;
Climate change;

Restrictions on airlines and use of airspace;

Rising inflation and interest rates;

Food and fuel price increases, and

Self-confidence of travelers and available financial
resources.

The key challenge of the tourism industry in Serbia is to
improve its competitiveness and position of Serbia in the

13 Economist Intelligence Unit (EUl), WTTC and UNWTO

global tourism market as a recognizable, attractive, and
authentic tourist destination, which creates new jobs, sus-
tainably manages its development and is attractive for new
investments.

1. Sustainable Tourism Development Vision and Meas-
urable Strategic Goals are Not Defined

The importance of tourism development programming
and integral planning was not sufficiently recognized and
implemented in the previous period. Specific strategic
vision and well-articulated strategic and measurable objec-
tives, including implementation, and transparently moni-
toring mechanisms with the upgraded coordination and
cooperation of all key stakeholders at all levels, are missing.

Consequently, it is necessary to define a new Tourism
Development Strategy, which will consider the “new real-
ity”, and the need for redefine strategic and set measurable
goals, including implementation and monitoring mecha-
nisms that will ensure sustainable tourism development.
Besides, improved coordination and cooperation of all key
stakeholders at all levels with more significant participa-
tion of local communities in the tourism development pro-
cess is needed.

The strategic framework has to respect the modern des-
tination management concept, which implies introducing
the legal possibility for tourist destinations to be managed
by private companies and public-private partnerships.

2. Insufficiently Developed Awareness of the Impor-
tance of the Image and Market Positioning of Serbia
as a Tourist Destination

Strategic decisions on the marketing of the Republic of
Serbia were made based on the valid TDS but without
impact analysis and necessary corrections for half of the
period of validity (of the Strategy), bearing in mind that
the Strategic Marketing Plan of Tourism of Serbia was
adopted in 2021, and the SRT in 2016. The vision of the
tourism development in Serbia until 2025 includes that
by then, the Republic of Serbia will have a recognizable
image in the domestic, regional, and global markets,
with clearly defined target segments to which market it
offers and a coordinated marketing system at all levels -
national, regional and local. Consequently, the marketing
mission in Serbian tourism is defined as the need to con-
tinuously shape, maintain, and improve the country’s pos-



itive image as a tourist destination. Although the mission
and vision are clearly defined and ambitious, there is not
enough critical insight into the reality of achieving those
goals. These issues become particularly significant when
considering previously identified weaknesses and risks,
such as limited budget resources and insufficiently devel-
oped awareness of the importance of the destination’s
image and market positioning. With the existing deficien-
cies in professional capacities in tourism (insufficient pro-
fessional training and investment in human resources),
realizing a defined mission and vision by the end of the
planned period does not seem realistic.

3. Inadequate Methodology of the National Bank of
Serbia for the Foreign Currency Income Assessment

Foreign exchange inflow is still calculated according to the
inadequate methodology of the NBS for estimating foreign
exchange inflow, which is one of the most important top-
ics. The estimation of foreign exchange inflow is related
to the work of exchange offices, so there is a discrepancy
with tourist peaks. The estimation of the average consump-
tion of foreign tourists based on such calculated foreign
exchange inflow is highly unreliable. Consequently, there
is no reliable calculation of the tourism industry’s contribu-
tion to GDP. Furthermore, the budget for national tourism
promotion and tourism, in general, is permanently under-
estimated and insufficient, directly affecting the insuffi-
cient promotion of Serbia as a tourist destination.

Modification of the NBS methodology for the assessment
of the foreign exchange inflow of the tourism and hos-
pitality industry and its contribution to the national GDP
through the introduction of tourism satellite accounts. In
this way, the quantification of the economic impact of tour-
ism would be carried out using internationally recognized
and accepted methodology.

4. Unflexible legal framework that does not provide the
possibility of employment in accordance with the
Law on Simplified Employment of Seasonal Jobs in
Certain Activities

Human resources present a significant barrier to further
development in labor-intensive industries such as tour-
ism and hospitality. The number of disposable workforces
decreased, causing the rise in wages, and consequently
causing an economically rational reaction of employers:
part-time jobs, reduction of service (self-service, etc.), and
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even hiring unregistered employees to reduce labor costs.
In addition, the structure of the labor force and the level
of its education and training further deteriorated after the
pandemic outbreak when a significant number of employ-
ees sought work in other industries. The insufficiently flexi-
ble legal framework does not recognize the needs of highly
seasonal industries such as tourism and hospitality.

Hiring within this industry can be performed only in accord-
ance with the Labor Law provisions (“Official Gazette of RS”,
no. 24/2005, 61/2005, 54/2009, 32/2013, 75/2014, 13/ 2017
- US decision, 113/2017 and 95/2018 - authentic interpreta-
tion), i.e., in a way to come to establishing of employment
relationship by concluding an Employment Contract or in
such a way that the work takes place outside the employ-
ment relationship by concluding a Contract on Temporary
and Periodical Jobs, a Purchase Order Contract or a Supple-
mentary Work Contract.

Due to the special characteristics and expressed need for
seasonal workers in tourism and hospitality, it is neces-
sary to amend the Law on Simplified Employment of Sea-
sonal Jobs in Certain Activities (“"Official Gazette of RS,” No.
50/2018) in terms of expanding the circle of employers from
Article 2. of the Law on Simplified Employment in Seasonal
Jobs in Certain Activities (“Official Gazette of the RS”, No.
50/2018) in such a way as to include employers who per-
form activities in the tourism and hospitality sector.

In this way, it would be possible to implement a simplified
procedure for the employment of persons and the pay-
ment of taxes and contributions for work on jobs of a sea-
sonal nature and within the scope of activities of a hospital-
ity and tourism nature.

This modality of work engagement would imply mutual
benefits both for the employers and for potential seasonal
workers. The expected advantages on the employer’s side
are as follows:

The employer is given an opportunity of simpler em-
ployment procedure, which represents work outside
the employment relationship, via a verbal contract on
the performance of seasonal work, which is concluded
from the moment the seasonal worker access to work.

The employer can apply a simplified procedure for cal-
culating and paying citizens’ income tax and contribu-
tions for mandatory social insurance, which in this case
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only include rights from pension and disability insur-
ance, as well as rights from health insurance, but only
in case of injury at work and occupational diseases. The
simplified procedure for paying taxes and contributions
implies a pre-determined basis for calculating the obli-
gations, regardless of the contracted hourly labor price
of a seasonal worker. The stated base is always equal and
amounts to a thirtieth part of the amount of the lowest
monthly contribution base per day of engagement in
seasonal jobs;

The employer is only obliged, to submit in the stipulated
period electronically to the tax administration the data
required for the preparation of the evidentiary appli-
cation, based on which the Tax Administration system
automatically prepares and submits the individual tax
return on calculated taxes and contributions.

The expected employees’ benefits are as follows:

Creating opportunities for persons in employment to
earn additional income by concluding seasonal work
contracts;

Creation of the opportunity to generate additional in-
come for beneficiaries of social assistance, given that the
compensation for work received by a seasonal worker
has no effect on the realization and use of the right to
cash social assistance;

Creating an opportunity for family pension users to earn
additional income, given that there is no suspension
of family pension payments if the contracted monthly
compensation is realized in an amount lower than the
lowest base in employee insurance, valid at the time of
payment of contributions.

In addition, it should be emphasized that the law clearly
prevents the possibility of abusing the simplified work
engagement of a person, considering that a legal limitation
of a maximum of 180 days is clearly introduced during the
duration of the calendar year on the basis of the contract
on performing seasonal work, as well as the relationship
between this contract and the contract of Temporary and
Periodical Jobs, where it is prescribed that if the same per-
son is engaged on the basis of both contracts in one calen-
dar year, the total number of working days on the basis of
both contracts cannot amount to more than 120 working
days in the calendar year.

5. VAT High Tax Rate in Hospitality Sector

Even before the COVID-19 pandemic, most European coun-
tries reduced VAT rates on hospitality services which posi-
tively impacted competitiveness and boosted their tourism
industry. In addition, after the COVID-19 pandemic outbreak,
the vast majority of European countries significantly reduced
the VAT rate. Serbia, with a 20% VAT rate on hospitality ser-
vices, became even more uncompetitive, especially in MICE,
when the tax burden is crucial for destination selection.

Furthermore, it is necessary to change the legal regulations
in the direction that, within the scope of the activities now
foreseen, which are taxed at a special, reduced VAT rate of
10%, (such as accommodation services), food consumption
services within hospitality business entities should also be
added. In this way, domestic tourism and hospitality com-
petitiveness would be enabled compared to competitors
primarily from the Region but also from the rest of Europe,
especially in MICE tourism.

6. Inadequate Tariff Model Determination According to
the Law on Copyright and Related Rights

The improvement of the competitiveness of Serbian tour-
ism is additionally burdened by parafiscal burdens such as
the payment of tariffs according to the Law on Copyright
and Related Rights. Namely, regardless of whether the
accommodation facilities (rooms) are occupied or not, the
tariffs must be paid.

In accordance with the Law on Copyright and Related
rights, business entities from the tourism and hospital-
ity sector are charged a special fee according to the Tariff
issued by the organization for the realization and protec-
tion of copyright and related rights.

The most common case of collection of these fees is collec-
tion in accordance with a flat rate. When determining the

amount of the flat fee, the following criteria are considered:

the type and method of exploitation of the subject of
protection;

geographic location of the user’s headquarters;

type and size of the space in which the objects of pro-
tection are used;



duration and scope of use and prices of the user’s services.

The criteria set in this way for determining the flat rate are
inadequate and completely ignore the key circumstance,
i.e., the occupancy percentage of the facility’s accommo-
dation capacity.

Instead, it is necessary to introduce a fee payment crite-
rion based on the occupancy percentage of the taxpayer’s
accommodation capacity in the accounting period.
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7. The Grey Economy’s High Share

The grey economy’s high share in the tourism and hos-
pitality sector (reaches up to 40% - 50%, especially
among individual owners’ accommodation rental via
various online platforms) negatively affects the profit-
ability and quality of accommodation services and the
overall competitiveness of Serbian tourism. Further,
this practice allows unfair competition for facilities that
work legally.

Adoption of a New Tourism Development Strategy with a Change of the Tourism Destination Management

Concept

Adoption of the new Strategic Tourism Marketing Plan of the Republic of Serbia (following the new Tourism
Development Strategy) with a clearly defined Action Plan (KPIs, responsible persons/institutions, implementation

deadlines, etc.).

Adoption of a New Assessing Methodology for the Tourism Foreign Exchange Inflow of Through the Application

of the Tourism Satellite Accounts Methodology.

Amendments to the Law on Simplified Employment of Seasonal Jobs in Certain Activities Expanding the
Provisions on Tourism and Hospitality Sector in terms of expanding the circle of employers from Article 2. of the
Law on Simplified Employment in Seasonal Jobs in Certain Activities (“Official Gazette of the RS”, No. 50/2018) in
such a way as to include employers who perform activities in the Tourism and Hospitality sector.

Amendments to the VAT Law to Expand Activities That Would be Taxed at a Special, Reduced Rate of 10%

Amendments to the Law on Copyright Regarding the Method of Determining the Copyright and Related Rights
Tariff to introduce a fee payment criterion based on the occupancy percentage of the taxpayer’s accommodation

capacity in the accounting period.

Suppression of the High Level of the Grey Economy in Tourism and Hospitality Emphasizing Individual

Accommodation Services Segment:

Itis necessary to strengthen the capacities of the tourism inspection at the local and national level and to carry

out permanent education of inspectors.

Accommodation service providers (especially individual accommodation service providers) should be informed
and educated about the rights and benefits provided by the legal framework through educational campaigns.

Effective and continuous tourism inspection (preventive and regular) supervision must be applied to mini-
mize the grey economy and improve the use of E-tourist, especially among individual accommodation service

providers.
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~ The tourism inspection (at all levels) should adopt a Strategic and Annual Plan for suppressing the grey econ-
omy based on comparing the advertised accommodation facilities on various online platforms and the facili-
ties in the E tourist system. The Annual Plan for the following year should be drawn up by December 15 of the
current year.

~ The tourism inspection should make publicly available the Annual Report of the performed supervision ac-
cording to the newly proposed Strategic and Annual Plan. The Annual Report should be quantified and con-
tain at least the destination name, the number of inspections carried out, the types of facilities inspected, and
the supervision results. The Annual Report should be published for the previous year by February 15 of the
current year.

~ Legal entities and individual accommodation service providers not registered in the E tourist system cannot
be beneficiaries of public funds at the national and local levels.
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PRIVATE SECURITY

INDUSTRY.

Recommendations:

Constant monitoring of the implementation of the Law on Private
Security, and continuous insistence that its bylaws are harmonized to
the greatest extent possible with the models of EU legislation, at the
same time taking into account local specificities . Bylaws are especially
needed for the transport of money in terms of insurance and special
treatment in traffic regulations.

Clearly define the obligation for users of private security services in con-
nection with the Risk Assessment in accordance with the law under the
threat of the same liability and the same sanctions as for private security
companies.

Support the Ministry of Internal Affairs in order to compel all entities in
the grey zone to implement the adopted Law in full through inspection
supervision.

In the conditions for attending training and obtaining a license, change
the condition of professional education, that allow persons with ele-
mentary school to obtain a license to perform the duties of a security
officer. Itis advisable to change, shorten and adapt the training process
to modern learning styles through dual education and e- learning, and
to consider the establishment of work opportunities during the training
until obtaining a license with supervision . Also, define that the secu-
rity check is performed before the start of the training, that is, the same
requirement for attending the training in order to obtain a license in
accordance with the Law in order to avoid unnecessary administrative
problems and costs related to candidates who do not pass the security
check.

Prescribe a clear obligation of the Ministry of Interior to notify the
employer of any change in the status of the license of natural persons
. This is especially bearing in mind that the identity card of the security
officer is issued at the request of the employer’s company and that it
is returned to the MUP in the event of termination of the employee’s
employment.

The definition of the control centre should be more precise, and in par-
ticular, the obligation to have a team should be harmonized, that is, the
terminology should be harmonized so that the obligation to have a
patrol and not a team should be harmonized.

Implement new regulations related to the money transport service and
improve the protection of people and property through changes in traf-
fic regulations, allowing money transport vehicles access to pedestrian
zones and yellow lanes, introduce mandatory electrochemical protec-
tion in money transport vehicles, especially during money transfers,
introduce mobile cameras that would be worn by each money trans-
port officer, and the number of money transport crew members should
be defined according to the specification of electrochemical protection.
Exclude from the penalty provisions of the Law the possibility of prohi-
bition of the performance of activities due to some of the misdemean-
ours, since such a measure is extremely rare and is not provided even for
serious violations of the law for acts that are of public importance . This
measure is certainly unproportioned to the offenses committed.

Introduced | Significant

in the WB:

2009

2020

2016

2017

2023

2023

2020

2023

progress

Certain
progress
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No
progress
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Recommendations:

In accordance with the initiative at the state level regarding the reduc-
tion of firearms, abolishing of the legal obligation for employees of pri-
vate security companies to carry firearms in certain positions should be
considered . The premise would be that, for example, adequate electro-

chemical protection in the transport of money can completely replace

Introduced | Significant Certain No
in the WB: progress progress progress
2023 v

weapons, while physical security should be completely freed from the
obligation to carry weapons, regardless of the type of protected object.
The maximum reduction of weapons has proven to be a topic of public

interest, and this kind of initiative deserves absolute support.

After the adoption of the Private Security Law ((“Official
Gazzette RS, no 104/2013,42/2015 and 87/2018; hereinafter:
Law), the private security industry is finally getting a legal
framework. The intention of the legislator was to set the
minimum conditions for the performance of this activity as
well as to standardise the market by defining the minimum
requirements and obligations for security service provid-
ers. Despite positive developments in the field of legal
framework, the industry is still affected by multiple chal-
lenges related to unfair competition and compliance with
the law. The market faces major challenges of non-compli-
ance, which has resulted in a large number of private secu-
rity companies operating in the grey area. It also puts the
competent authorities in a position to focus on enabling
equal conditions for domestic and foreign companies pro-
viding services. Success in controlling the implementation
of the Law will have a directimpact on the fiscal revenues of
the state, but also on the creation of a more stable and safer
business environment for all participants on the market.

The Ministry of Interior (MOI) has opened channels of com-
munication with industry, which is of utmost importance.
The amendments to the Law also made it easier to obtain
a licence for certain categories of persons with appropri-
ate qualifications, but the deadlines for obtaining a licence
were slightly shortened, which still represents an insur-
mountable challenge in practice. With the adoption of
by-laws 2018/2019, the powers of security officers are more
clearly defined, which is a significant improvement in prac-
tice. Inlight of the tragic events that took place in May 2023,
the state raised the issue of reducing the position and use
of weapons, which is a significant step forward in preserv-
ing general security. Such an initiative should be strongly

supported through all relevant institutions and organisa-
tions as well as through the legislation itself.

Certain problems that were evident even before the adop-
tion of the Law are still noticeable in practice. They became
the key topic of the initiative of professional associations to
change some articles of the Law.

So far, the following issues have been identified as the most
important:

The need for more precise determination of binding
provisions for users of private security services regard-
ing the preparation and adoption of the Risk Assessment
Act. The service provider is obligated to perform servic-
es based on the Security Plan, which is developed fol-
lowing a Risk Assessment for the protection of individu-
als, property, and business operations. The preparation
of both documents is conditioned by the methodology
prescribed by the relevant Serbian standard. A strict in-
terpretation of these provisions implies that the Security
Plan cannot be created without a prior Risk Assessment,
which can only be conducted by companies holding
a license for private security services. Under a narrow
interpretation of the Law, these companies would not
be permitted to provide the services for which they are
registered in the absence of the Security Plan. Further-
more, the preparation of the Risk Assessment is closely
associated with gaining access to the business secrets of
the entity being assessed, as it involves examining the
organization, matters related to business, contractual,
and Labour Law, criminal offenses, misdemeanours, and
other elements required by the prescribed methodolo-
gy. It is evident that private security companies cannot
independently carry out the Risk Assessment, but only



with the consent of the legal entity being assessed.

Condition for attending training - Considering the cur-
rent availability of licensed physical security officers, we
believe that lowering the required level of education to
elementary level would increase the number of candi-
dates available for training. Our experience with em-
ployees who had only an elementary education before
the Law came into effect has been extremely positive
and does not differ from our experience with those who
have a secondary education. We believe that individuals
with elementary education have been placed at a dis-
advantage by this regulation, and their constitutional
right to work has been violated. The training for secu-
rity officers is not complex enough to exclude people
from this educational background from the opportuni-
ty. Since an examination is held after the training, every
candidate, regardless of their educational level, should
have an equal opportunity to attempt to pass it. The
tasks performed during service provision are not com-
plicated, and anyone can master them and perform
them impeccably with adequate training.

Regulation and implementation of regular and extraor-
dinary supervision and control of the private security
sector, as well as terminological inconsistency of the
law with international standards in the field of private
security.

Partial non-compliance with other laws and by-laws re-
lated to work and labour relations; administrative proce-
dure for issuing licences for private security; providing
security for public gatherings (ie sporting events); han-
dling of firearms etc.

The process of training and obtaining licences for indi-
viduals is too long, three months on average, inflexible
and not in line with modern practice. During training,
individuals cannot be engaged in private security work,
while companies providing security services have diffi-
culties in engaging licensed employees.

Identification Obligations for Individuals, Not Legal Enti-
ties - The current regulation complicates the operations
of legal entities providing private security services and
the Ministry of Interior by exposing them to unnecessary
administration involving numerous changes that are dif-
ficult to monitor. We believe that individuals who have
obtained a work license should simultaneously receive
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identification that would serve their identification at the
workplace, as it is important to note that the identifica-
tion does not include the employer’s name. In this sce-
nario, employers would only be required to report the
employment contract of their employees to the Ministry
of Interior. In practice, the time required to issue identifi-
cation is sometimes significantly longer than the actual
employment period. Implementing this solution would
prevent a previously encountered situation in which a li-
cense was revoked during a supervisory procedure, but
the identification was not, allowing the security officer
to continue working without the employer’s knowledge
that the license had been revoked. If this change were
accepted, during supervision, both the license and the
identification would be revoked, thereby eliminating
the conditions for employment with the employer.

The money transport service must be subject to more
precise regulations through special by-laws;

Licenses for CIT Vehicles - In the current situation, private
security companies can obtain a license for the trans-
portation of cash and valuables based solely on the pos-
session of a single specialized vehicle, which has been
inspected by the competent authorities of the Ministry
of Interior. However, for all other vehicles used in the
transportation processes, such inspections are not con-
ducted, and thus, there is no adequate confirmation of
compliance with the legal requirements for their use for
these purposes. By applying a similar principle to that
of requiring each employee to possess the appropriate
license, licensing each vehicle designated for cash trans-
portation would provide assurance that these vehicles
meet the legally prescribed prerequisites, as verified by
the Ministry of Interior. This would help avoid situations
in which inadequate vehicles are used for the transpor-
tation of cash and valuables, thereby jeopardizing the
safety of the crew and the valuables being transported.

The MOl is not obliged to inform companies, as employ-
ers, whether their employees have received a licence, or
their licences have been revoked due to non-fulfilment
of some requirements.

Notification of the employer about the ‘revocation of
the license for performing security officer duties with
and without firearms’ and the need to amend chapter
X of the Law. This situation occurs when an officer’s li-
cense is revoked due to a conviction for a criminal of-
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fense during the validity period of the license, without
the employer being notified or the license being simul-
taneously revoked in that process.

To prevent this situation, we propose adding a provision
that specifies this as an obligation of the supervisory
authority (linking the license and the identification).

as a condition for the performance of private security
services, have contributed to progress in this area: in-
creased employment rate, all private security compa-
nies that operate in accordance with the law.

Transportation of cash and valuables - transportation of
cash and other valuables due to its nature is one of the
riskiest security operations. However, local legislation

In addition to the general application of security law reg-
ulations, private security companies face three main
challenges:

does not regulate this area in detail, which leaves room
for different interpretations, resulting in lower safety
standards in Serbia than the corresponding standards

Risk Assessment Requirements - By law, a risk assess-
ment is the first step prior to providing private security
services to most clients. It represents the basis for con-
cluding the contract and defines the elements especial-
ly regarding the scope and type of service. If the risk as-
sessment is not done, in accordance with the law, the
sanction for the same shall be borne by the Private Secu-
rity Company, although it is impossible to provide such
an assessment without the consent and engagement of
the client.

Manpower - procedures for obtaining a licence in ac-
cordance with the Law take an average of 3 months,
together with a dramatic shortage of manpower in the
service sector puts Private Security Companies in an un-
enviable situation. Examples of positive practice from
the region (Bosnia and Herzegovina, Croatia and Slove-
nia), specifically the abolition of high school education

in the EU. It is very important to note that exposure in
this industry has a direct impact on the stability of the
economy, the impact on the stability of the banking
sector and the general safety of society. Among others,
the most common legal challenge is the lack of precise
regulations and standards regarding the electrochemi-
cal protection of vehicles. In contrast, current legislation
replaces the above standards with multiple crew mem-
bers in transport vehicles. This solution makes this ser-
vice more risky and less profitable for the end user. It is in
the interest of the economy to reduce logistics costs, so
that Serbia can benefit from a more competitive econ-
omy and encourage faster growth. Transport of money
is an operation that must have mandatory insurance
with precise types of policies that would be a general
requirement for all private security companies. This is-
sue should be clearly regulated by regulations in order
to protect public and private interest as well as business
from unexpected and uninsured losses.

Constant monitoring of the implementation of the Law on Private Security, and continuous insistence that its
by-laws are harmonised to the greatest extent possible with the models of EU legislation, at the same time
considering local specificities. By-laws are especially needed for the transport of money in terms of insurance

and special treatment in traffic regulations.

Clearly define the obligation for users of private security services in connection with the Risk Assessment in
accordance with the law under the threat of the same liability and the same sanctions as for private security

companies.

It is necessary to amend Article 20 of the Law with a provision obligating the legal entity that intends to use or
is using the services of a private security company to prepare a Risk Assessment and make it available for the
development of a Security Plan. In this case, the penalty provision that defines misdemeanours would also need

to be aligned accordingly.
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Support the Ministry of Interior in order to compel all entities in the grey zone to implement the adopted Law in
full through inspection supervision.

The checklist of inspection requirements to be created and published at Ministry of Interior website, to provide
transparency and equality to all inspected parties.

In the conditions for attending training and obtaining a licence, change the condition of professional education,
that allow persons with elementary school to obtain a licence to perform the duties of a security officer. It is
advisable to change, shorten and adapt the training process to modern learning styles through dual education
and e- learning.

Amendment of Article 63, paragraph 1, to allow individuals who have obtained a work license to simultaneously
receive identification for their identification at the workplace.

Introduce the internship employment under the supervision during the licencing process. Define that the security
check is performed before the start of the training, that is, the same requirement for attending the training in
order to obtain a licence in accordance with the Law to avoid unnecessary administrative problems and costs
related to candidates who do not pass the security check.

Prescribe a clear obligation of the Ministry of Interior to notify the employer of any change in the status of the
licence of natural persons. This is especially bearing in mind that the identity card of the security officer is issued
at the request of the employer’s company and that it is returned to the MUP in the event of termination of the
employee’s employment.

The definition of the control centre should be more precise, and in particular, the obligation to have a team
should be harmonised, that is, the terminology should be harmonised so that the obligation to have a patrol and
not a team should be harmonised.

Implement new regulations related to the money transport service and improve the protection of people and
property through changes in traffic regulations, allowing money transport vehicles access to pedestrian zones
and yellow lanes, introduce mandatory electrochemical protection in money transport vehicles, especially
during money transfers, introduce mobile cameras that would be worn by each money transport officer, and the
number of money transport crew members should be defined according to the specification of electrochemical
protection.

We propose an amendment to Article 36 of the current Law, which defines the conditions that special vehicles for
the transportation of cash and valuables must meet, to stipulate those licenses be issued for all vehicles used by
private security companies for these purposes. The license would be issued by the competent authorities of the
Ministry of Internal Affairs after inspecting each individual vehicle to confirm that it meets the legally adopted
prerequisites defined in Article 36 (excluding paragraph 1).

Exclude from the penalty provisions of the Law the possibility of prohibition of the performance of activities
due to some of the misdemeanours, since such a measure is extremely rare and is not provided even for serious
violations of the law for acts that are of public importance. This measure is certainly unproportioned to the
offences committed.
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o In accordance with the initiative at the state level regarding the reduction of firearms, abolishing the legal
obligation for employees of private security companies to carry firearms in certain positions should be
considered. The premise would be that, for example, adequate electrochemical protection in the transport of
money can completely replace weapons, while physical security should be completely freed from the obligation
to carry weapons, regardless of the type of protected object. The maximum reduction of weapons has proven
to be a topic of public interest, and this kind of initiative deserves absolute support. Furthermore, existing law
is not recognising enough application of new technologies in specialised CIT vehicles and companies cannot
have interest to invest in this kind of vehicles. For example, new technologies in CIT vehicles are making access to
money in cars literally impossible - CCTV system, active alarms, panic buttons, interlocking of vault, safe, doors,
anti-cut technologies, safes within the vehicle with dye pack systems, one time code locks etc - crew cannot
open vault or safe by themself. In case that CIT company is using this kind of cars and with obligations for dye
pack containers, Law requirements for weapon usage are becoming obsolete. Amendment to Law, regarding
obligation of weapon usage would be recognition of technological solutions in vehicles and in case that request
is fulfilled, crew in that kind of cars would not be obliged to carry firearms during CIT service.

—
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MINING AND GEOLOGICAL
EXPLORATION

Introduced | Significant Certain No

Recommendations: in the WB: progress progress progress

Needed harmonization of laws and regulations from other related fields such as planning and construction, waste manage-
ment, environmental protection and health and safety at work.

Geological exploration

The law should define the deadlines for issuing approvals for applied

geological exploration that the competent authorities will adhere to. 2023 v

The provisions of the Law regarding the permitted quantities of mineral
raw materials that can be taken for technological testing during the per-
formance of approved geological exploration for the purpose of deter-
mining technological characteristics and proving reserves should be
amended, especially with respect to mineral raw materials of strategic
importance for the Republic of Serbia.

2023 V

Harmonized implementation of regulations in the field of geological
exploration and regulations in other fields in accordance with the stat-
utory competences is necessary. For example, agricultural inspection
authorities acting in accordance with the Law on Agricultural Land, do
not distinguish between geological exploration and exploitation works
when performing inspection supervision over agricultural land on
which geological exploration is carried out. Thereon, inspection orders
obtaining of the consent for the change of land use (from agricultural to
non-agricultural) and other measures in accordance with the applica-
ble law, while clearly such obligation is triggered only for exploitation
works or construction of infrastructure facilities subject to the general
regime of obtaining building permits.

2023 V

A Rulebook should be adopted that prescribes the conditions, criteria,
content and method of classifying resources and reserves of mineral
raw materials and other geological resources and the method of pre-
senting them in the elaborate (in accordance with the Law).

2023 v

The bylaws that regulate the manner, scope and preparation of the

annual and final report on the results of geological exploration of solid

mineral resources should be updated, as well as the manner of prepa-

ration of certain projects for the exploration of geothermal resources, 2023 V
which do not require prior approval of geological exploration works,

but only the notification of construction works submitted at the local

level.

Mining

The Law should clearly provide that the request for approval of geolog-

ical exploration works will be rejected if another entity holds the certifi-

cate on resource and reserves for the same area and the six-year period 2023 V
during which such company is entitled to obtain exploitation rights has

not expired.
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Recommendations:

The Law should regulate more precisely the correlation and order of the
preparation of studies and projects according to the Law and obtain-
ing of acts and preparation of studies under the environmental impact
assessment legislation. The Law should allow for the possibility of imple-
menting a simplified procedure for subsequent changes to the feasibil-
ity study of exploitation of mineral resources in certain cases, without
the need to implement a new procedure for obtaining exploitation
rights and determining the scope and content of the environmental
impact assessment study. It is necessary for the Law to recognize the
force majeure institute (especially civil protests, strikes, delays of author-
ities and holders of public authorisations or them acting contrary to the
statutory deadlines) in the provisions prescribing validity terms or dead-
lines for obtaining approvals. The Law should regulate more precisely
the triggering events for payments under collateral for the execution
of remediation and recultivation of degraded land due to exploitation.

To harmonize the competences of MRE and the Ministry of Environmen-
tal Protection in the areas of accreditation of laboratories and the imple-
mentation of the characterization and classification of mining waste.
Regulations in the field of mining waste should be aligned and the area
of mining waste should be more precisely and comprehensively regu-
lated in the bylaws of the Law.

Amend the existing Rulebook on technical norms for the underground
exploitation of metallic and non-metallic mineral resources, so as
to enable: (i) the transport of people and materials in the same shaft
when the skip compartment has a steel barrier (brattice) between its
own compartment and other conveyances, in accordance with 1SO
Standards (ISO 19426 - Shaft Infrastructure and 1SO 22111 - Basics for
the design of steel partitions); (ii) the use of steel structures such as Teh-
nogrid system, which has a proven application in mines with under-
ground exploitation instead of tapered wooden guides; (iii) the use of
Epoxy resin in accordance with 1SO 3108 and ISO 2408 Standards and
ISO 17893 Standard which defines several potential socketing methods
instead of molten metal socketing ; (iv) the use of SANS 10208 Standard
for shaft steelwork and guides, which is used globally and represents
the most updated and onerous standard for shaft guides but considers
different safety systems; and (v) the automatic hoisting and signaling
system in line with modern alternatives.

New bylaws to the Law to be adopted or the existing ones to be supple-
mented in order to improve mining technical requirements, such as to:
(i) provide for the use of Standard ISO 7243 for defining the effective air
temperature in the mine; (ii) introduce all types of backfill for excavated
areas (eg Cemented Rock Fill, Paste Fill as well as usage of GeoPolimer,
etc.); (iii) regulate the use of emulsion explosives (storage of emulsion
explosive components before their mixing in underground storage as
chemical components, as well as their mixing and filling of mine holes
into prepared mine holes) and ignition sources (new methods for igni-
tion including EDK (Electronic Detonator Capsules), Busters and elec-
tronic ignition); and (iv) enable and regulate the use of battery electric
vehicles for pit machines and the use of hybrid vehicles.

Introduced | Significant

in the WB:

2023

2023

2023

2023

progress

Certain
progress

No
progress



The legal framework for geological explorations and min-
ing in the Republic of Serbia is given in the Law on Min-
ing and Geological Explorations (the “Law”), with the most
recent amendments adopted in 2021 as part of legislative
reforms in the energy and mining sectors.

The latest amendments significantly improved the exist-
ing legal framework and introduced numerous innovations
aimed at further modernization and closer alignment with
international practices in this field. A draft of new amend-
ments to the Law is currently in preparation and its finaliza-
tion and adoption is expected soon.

The Ministry of Mining and Energy (the”Ministry”) is respon-
sible for the implementation of the Law and oversight of its
provisions.

More than 40 by-laws in the field of geological explorations
and mining are currently in force. Some of these by-laws
were adopted under earlier laws in this field and have
not been harmonized with later amendments to the Law,
which further limits their application and creates difficul-
ties in practice.

The field of geological explorations and mining is com-
plex and multidisciplinary. For this industry, harmoniza-
tion of the Law with regulations from other related areas
such as planning and construction, waste management,
environmental protection, and occupational safety and
health is crucial. Despite obvious progress in the legisla-
tive framework and the involvement of the competent
Ministry, geological and mining companies in Serbia
continue to face numerous challenges in practice when
applying the Law, due to due to insufficiently precise
elaboration of certain provisions of the law, the lack and
obsolescence of certain bylaws and conflicts with regula-
tions from other related fields.

With this in mind, the following recommendations are pre-
sented to improve the legislative framework applicable to
the geological explorations and mining sector.

In the past year, there have been no improvements, as the
Law has not been amended and the issues related to its
implementation remain the same. Improvements in the field
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of geological explorations and mining require amendments
to the Law and the relevant by-laws, as well as broader social
consensus and close cooperation among all stakeholders in
the field of geological explorations and mining.

Bearing in mind that the Law does not specify deadlines
for issuing approvals for applied geological explorations,
the Ministry, as the competent authority, is obliged to
act within the general deadline prescribed by the Law on
General Administrative Procedure. Given the nature of the
administrative procedure that involves issuing the afore-
mentioned approval, the general deadlines (30 days) seem
short for the Ministry to efficiently make decisions within
the deadline, considering the large volume of work under
its jurisdiction. In practice, the Ministry often makes deci-
sions within deadlines longer than the general deadline.
Therefore, it would be purposefully that the Law specifies a
deadline forissuing approvals for applied geological explo-
rations in line with the realistic capacities of the Ministry,
and for this deadline to be longer than 30 days, while ensur-
ing the Ministry adheres to it for legal certainty and in the
best interest of further developing geological explorations
in the Republic of Serbia.

Additionally, in practice, further geological explorations
may be hindered or prevented by external events or cir-
cumstances that could not have been foreseen, avoided, or
resolved (such as natural disasters etc. ). This results in the
inability of the exploration holder to carry out the neces-
sary scope of approved works and thereby qualify for an
extension of the exploration period in accordance with the
Law. Therefore, it would be beneficial for the Law to intro-
duce a “force majeure” mechanism in regulating geological
explorations, as well as in the part of the Law dealing with
the exploitation of mineral reserves and the execution of
mining operations.

Moreover, it has been noted that the allowable quantities
of mineral raw materials that can be taken for technological
testing during approved geological explorations for certain
mineral raw materials are inadequate. For example, 2,000
tons are allowed for lithium ores, the same as for polyme-
tallic ores, but lithium is present in ore in much smaller con-
centrations than metals in polymetallic ores, and therefore
requires a larger scope of technological testing.
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In terms of the harmonized application of regulations in the
field of geological explorations and regulations from other
areas in accordance with their competencies, practice has
shown that strict adherence to the competencies of state
authorities (e.g., the Ministry and the Ministry of Agriculture),
as well as consistent application of regulations, is of vital
importance for the efficient and timely execution of geolog-
ical explorations and the elimination of potential threats to
the investment rights of exploration holders and other indi-
rect participants in the geological exploration process.

Finally, the Rulebook prescribing the conditions, criteria,
content, and method for classifying resources and reserves
of mineral raw materials and other geological resources,
and the method for presenting them in an elaboration,
which is still in use and was adopted in 1979, does not con-
tain criteria for determining the reserves of solid mineral
raw materials or the conditions for classifying lithium and
boron into categories and classes. This creates practical dif-
ficulties when lithium and boron are the subject of geolog-
ical explorations, which is particularly significant given that
these are mineral raw materials of strategic importance to
the Republic of Serbia.

In the previous practice of developing geological explo-
ration and mining projects, certain challenges have been
noticed that, despite last year’s recommendations, remain
under consideration. Furthermore, the current regulations,
in the form of the Law and accompanying by-laws, reflect
potential legal risks in the subsequent phases of managing
and operating mining projects. In this regard, it is necessary
to eliminate legal uncertainties regarding the continuity
and rights related to the approvals issued for a project (e.g.,
exclusivity rights over the exploration area, introduction of
force majeure as a basis for extending statutory deadlines
that bind approval holders) and improve the efficiency of
procedures required for the development of geological
exploration and mining projects, meaning the clear divi-
sion of institutional competencies, simplification of certain
administrative procedures for subsequent modifications of
approved studies and clarification of conditions and pro-
cedures in the area of mining waste. Lastly, it is necessary
to harmonize the technical requirements and regulations
with best available practices and new solutions in the geo-

logical and mining industries.

Since the provisions of paragraphs 15 and 16 of Article 69
of the Law on Planning and Construction have simplified
certain steps related to the construction of facilities under
the general construction regime (particularly energy facil-
ities), mining sector investors believe that these provisions
should be transferred to the Law to the extent that they are
applicable to the construction of mining facilities. Specifi-
cally, on land above underground parts of facilities such as
linear infrastructure (e.g., oil pipelines, product pipelines,
gas pipelines) and land below overhead power lines and
wind turbine blades, the investor has the right of passage
underneath or flight over the land, with the landowner or
holder of that land being obligated not to obstruct the con-
struction, maintenance, and use of the facility. In the men-
tioned cases, proof of resolved property-legal relations is
not submitted, nor is a construction plot formed for the
land in question, regardless of the purpose of the land,
which is expected by the amendment to the Law in the
case of the construction of mining facilities.

In addition, if a request is made for the issuance of an
approval for an exploitation field on a previously approved
exploration or exploitation field or area, or for an approved
retention of rights over an exploration area, the Ministry, in
accordance with Article 70 of the Law, will refuse to issue
the approval for the exploitation field. However, in prac-
tice, it often happens that the applicant already holds an
exploitation approval or exploitation field on the same
area for a different mineral raw material, in which case over-
lapping exploitation fields should be allowed. This is par-
ticularly relevant when oil and natural gas reserves overlap
below the Earth’s surface, which is a common occurrence
in the Republic of Serbia, and it would be useful for the
Law to provide for this exception to allow the unhindered
exploitation of these mineral raw materials.

Related to the exploitation of groundwater and geothermal
resources, the issue of transferring approvals for exploita-
tion spaces for groundwater resources from one legal
entity to another remains unresolved and unregulated by
the Law. The Law needs to clearly provide for the possibility
of transferring such approvals (including approvals issued
under earlier regulations).
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Harmonization of the Law and regulations from other related areas such as planning and construction, waste
management, environmental protection, and occupational safety and health

The Law should define deadlines for issuing approvals for applied geological explorations that the competent
authorities will adhere to.

In the part of the Law concerning geological explorations, the concept of “force majeure” should be defined in
the same way as recommended in Mining of this text.

The provisions of the Law regarding the allowable quantities of mineral raw materials that can be taken for
technological testing (Article 45), particularly for mineral raw materials of strategic importance to the Republic
of Serbia, should be amended.

Harmonized application of regulations in the field of geological explorations and other areas in accordance with
the respective competencies is necessary. For example, inconsistency is evident in the actions of agricultural
inspectors under the Law on Agricultural Land, who, during inspections on agricultural land where geological
explorations are conducted, do not distinguish between geological explorations and exploitation. In this context,
they require the approval for the conversion of land use (from agricultural to non-agricultural) and impose other
measures in accordance with the relevant law, even when exploitation or the construction of infrastructure
facilities is not in question, in line with the general procedure for obtaining construction permits.

A Rulebook should be adopted, prescribing the conditions, criteria, content, and method for classifying resources
and reserves of mineral raw materials and other geological resources, as well as the method for presenting them
in an elaboration (in accordance with the Law).

The Law should explicitly stipulate that a request for an exploration approval will be rejected if another entity
holds a certificate of resources and reserves for the same area and the six-year period for obtaining exploitation
rights has not expired.

The Law should be amended to more precisely regulate the relationship and order of preparation of studies and
projects under the Law and the obtaining of permits and preparation of studies in the field of environmental
impact assessment. The Law should provide for the possibility of conducting a simplified procedure for
subsequent amendments to feasibility studies for the exploitation of mineral deposits in certain cases without
the need to repeat the procedure for obtaining exploitation rights and determining the scope and content of
the environmental impact assessment study. The Law should recognize the force majeure concept (especially
civil protests, strikes, delays, or non-compliance by authorities and holders of public powers in accordance with
legal deadlines) in the provisions on the validity periods or deadlines for obtaining approvals. The Law should
more precisely regulate the conditions under which security measures can be enforced for the execution of land
remediation and reclamation tasks due to exploitation.

In order to harmonize the legal solutions provided for by the Law on Planning and Construction and this Law,
the Law should be amended in such a way that investors who are obliged to obtain approvals in accordance with
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this Law, and in connection with the construction of mining facilities, especially facilities, plants and devices in oil
and gas fields that are directly related to the transportation of oil and gas as well as linear infrastructure facilities
to the extent that their construction is approved under this Law, including already existing mining facilities
built in accordance with previously valid regulations on which the rights of investors are registered, shall not be
obliged to submit proof of settled property-legal relations on the land (including agricultural and forest land)
with the obligation of the investor to compensate for the damage caused by the execution of works, passage and
transportation, i.e. to return the land to its original state.

In the case of oil and gas exploitation, the Law should be amended to allow for the approval of an exploitation
field on a previously approved exploration or exploitation field or area, as well as for the retention of rights to
the exploration area by an applicant who already holds an exploitation approval or exploitation field or area for
another mineral raw material on the same site.

The Law should provide for the possibility of transferring rights for the exploitation of groundwater and
geothermal resources arising from approvals for exploitation spaces and quantities of groundwater and/or
geothermal resource reserves (including approvals issued under earlier regulations).

The competencies of the MRE and the Ministry of Environmental Protection should be harmonized regarding
the accreditation of laboratories and the execution of characterization and classification of mining waste.
Mining waste regulations should be harmonized and the area of mining waste should be more precisely and
comprehensively regulated in the by-laws of the Law.

The existing Rulebook on Technical Standards for the Underground Exploitation of Metallic and Non-metallic
Mineral Raw Materials should be amended to allow for: (i) the transport of people and materials in the same shaft
when skips are separated by a steel partition from other containers for transporting personnel, in accordance
with ISO Standards (ISO 19426 — Shaft Infrastructure and ISO 22111 - Fundamentals for the Design of Steel
Partitions); (i) the use of steel structures such as Technogrid, which has proven to be applicable in underground
mining instead of thickened wooden guides; (iii) connecting fitting devices and ropes using epoxy resin instead
of liquid metal, in accordance with 1SO 3108 and ISO 2408 Standards, and harmonizing with 1SO 17893, which
defines several potential methods for connecting; (iv) the application of SANS 10208 Standards, used globally as
the most modern safety system for guides and guide supports; and (v) the detailed specification of automatic
control of hoisting equipment and replacing the signaling system with more modern alternatives.

A new Rulebook on the Classification and Categorization of Resources and Reserves of Qil, Condensates, and
Natural Gas should be adopted.

It is proposed that new solutions be envisaged through amendments to existing or the adoption of new by-laws
that would: (i) introduce the application of ISO 7243 Standards for defining effective temperature in mines; (ii)
regulate all types of backfilling for mined-out areas (e.g., dry backfill, paste backfill, etc.); (iii) more closely regulate
the use of emulsion mixtures for blasting in underground mines (storage of components of emulsion explosives
before their mixing in underground storage as chemical components, as well as their mixing and charging of
blast holes with prepared blasting holes) and initiation devices (new methods used for initiating explosives,
including EDK (Electronic Detonator Cap), Boosters, and electronic initiation); and (iv) enable and regulate the
use of battery-powered underground mining machinery and hybrid vehicles.
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Tel: -+381 113537 200, Fax: +381 113537 291
E-mail: postoffice@messer.rs
Web: www.messer.rs

MORAVACEM

A CRH COMPANY

MORAVACEM D.0.0.
Branka Ristica 8, 35254 Popovac
Tel: 38135572 200, Fax: +38135 572 207
E-mail:general-info@moravacem.rs
\Web: www.moravacem.rs
www.crth.com

NO<IA

NOKIA SOLUTIONS AND NETWORKS
SERBIA D.0.0. BEOGRAD
Dorda Stanojevica 14, 11070 Beograd
Belgrade Office Park, Building Il, First Floor
Tel: +381112281920
Web: nokia.com

9 PEPSICO

PEPSICO
Dorda Stanojevica 14, 11070 Beograd
Tel: +381 113637 000, Fax: +381 113637 069
E-mail: belgrade office@pepsico.com
Web: www.pepsico.com; www.pepsico.rs;
LinkedIn: PepsiCoZB

4)
(o)
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CMS

law-tax-future

Pernod Ri

Q

ard Srbija

PERNOD RICARD SRBIJA D.0.0.
Bulevar oslobodenja 211, 11000 Beograd
E-mail: ser.info@pernod-ricard.com
Web: www.pernod-ricard.com/st/locations/serbia

CMS REICH-ROHRWIG HAINZ
Krunska 73, 11000 Beograd
Tel: +381 113208 900, Fax: +381 113208 930
E-mail: belgrade@cms-rrh.com
Web: www.cms-rrh.com

e
pwec

PRICEWATERHOUSECOOPERS D.0.0.
Airport City Belgrade, Omladinskih brigada 88a
11070 Beograd
Tel: +381 113302 100, Fax: +38111 3302 101
E-mail: rs_pwc_office@pwe.com
Web: www.pwc.rs

@ ProCredit Bank

PROCREDIT BANK
Milutina Milankovica 17, 11000 Beograd
Tel: 4381112077 906
E-mail: srb.info@procredit-group.com
Web: www.procreditbank.rs

MAMA

SHELTER

RAUCH SERBIA D.0.0.

Rajiceva MS d.0.0. Beograd (Hotel Mama Shelter)
Knez Mihailova 54A, 11000 Beograd
Tel: 4381113333000
E-mail: belgrade@mamashelter.com
Web: mamashelter.com/belgrade/

Sesta Licka 2, 15220 Koceljeva
Tel: 38115 361 800; +381 11 265 2225
E-mail: office serbia@rauch.cc
Web: www.rauch.cc

Securitas

Securitas Services d.0.0. Beograd
Autoput za Zagreb 18, 11080 Beograd
Tel: +381 112284051
E-mail: office@securitas.co.rs
Web: securitas.co.rs; securitas.com

SAVA

OSIGURANIJE

SAVA NEZIVOTNO OSIGURANJE A.D.0. BEOGRAD

Bulevar vojvode Misica 51, 11000 Beograd
Tel: 4381117773939
E-mail: info@sava-osiguranje.rs
Web: www.sava-osiguranje.rs

J O

KINSJTELLAR
S0G IN COOPERATION WITH KINSTELLAR

Bulevar Mihajla Pupina 6/1V, 11070 Beograd
Tel: 381113210 200
E-mail: office@s0g.rs
Web: www.s0g.rs

slaDaRa souffiet
el SRBIJA DOO

SLADARA SOUFFLET SRBLJA D.0.0.

Industrijska zona 2, 21400 Backa Palanka
Tel: +38121752 910, Fax: +38121 6042 399
Web: www.soufflet.com

PETRIKIC & PARTNERI A.0.D. IN COOPERATION WITH

PHILIP MORRIS SERVICES D.0.0. BEOGRAD
Bulevar Zorana Dindica 64a, 11070 Beograd
Tel: +381 112010800
Web: www.pmi.com

Raiffeisen
x Bank

RAIFFEISEN BANKA A.D. BEOGRAD
Dorda Stanojevica 16, 11070 Beograd
Tel: 4381113202 100
E-mail: info@raiffeisenbank.rs
Web: www.raiffeisenbank.rs

RioTinto

RIOTINTO
Rio Sava Exploration d.o.o.
Milutina Milankovica 1i, 11070 Beograd
Tel: +381 114041 430
Web: www.riotinto.com
www.riotintoserbia.com

SGS BEOGRAD D.0.0.

Jurija Gagarina 7b, 11070 Beograd
Tel: +381 117155 275, 4381117155 277
Fax: +381 112284 241
E-mail: sgs.beograd@sgs.com
Web: www.sgs.rs

STMG

CONSULTANCY

STMG CONSULTANCY D.0.0. BEOGRAD
Nevesinjska 7, 11000 Beograd
Tel: +381 113535400
E-mail:info@stmgconsultancy.com,
sasa.trajkovic@stmgconsultancy.com
Web: www.stmgconsultancy.com

WHITRBOOK

PHOENIX

—/

PHOENIX GRUPA SRBIJA
Bore Stankovica 2, 11030 Beograd
Tel: 4381113538100
E-mail: office@phoenixpharma.rs
Web: www.phoenixpharma.rs

Raiffeisen
X Leasing

RAIFFEISEN LEASING D.0.0.
Dorda Stanojevica 16, 11070 Beograd
Tel: 4381112207 400, Fax: +381 11 2289 007
E-mail: info.leasing @raiffeisen-leasing.rs
\Web: www.raiffeisen-leasing.rs

ROCHED.0.0.

Vladimira Popovica 82, 11070 Beograd
Tel: 4381112022 803, Fax: +381 11 2022 808
E-mail: serbia.office@roche.com
Web: www.rochesrbija.rs
www.roche.com

SIEMENS

SIEMENS D.0.0. BEOGRAD
Omladinskih brigada 90v, 11070 Beograd
Tel: +381 112096 001, Fax: +381 11 2096 007
E-mail: office.rs@siemens.com
Web: local: www.siemens.rs
global: www.siemens.com

Stouss M~
COFFEE

STRAUSS ADRIATICD.0.0.

Milosa Obilica 41, 22310 Simanovci

Tel: +3812240 8000, Fax: +381224080 67

E-mailinfo@strauss-group.rs

Web: local: www.strauss-group.rs
global: www.strausscoffee.com
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(O Tarkett

Tarkett d.o.0. Backa Palanka
Industrijska zona 14, 24000 Backa Palanka
E-mail: info tarkettdoo@tarkett.com
Web: https://www.tarkett.rs
www.tarkett-group.com

THE INTERNATIONAL SCHOOL OF BELGRADE

Temisvarska 19, 11000 Beograd
Tel: +381112069 999, Fax: 4381 11 2069 944
E-Mail: isb@ish.rs
Web: www.ish.rs

TR CE

TRACE GROUP HOLD PLC OGRANAK BEOGRAD
Kneza Milosa 9/V, 11000 Beograd
Tel: +38118 517000
Web: www.tracebg.com

West<

«

WEST PHARMACEUTICAL SERVICES
BEOGRAD D.0.0.
Crvenka 76, 26220 Kovin
Tel: +38113 2156 101
E-mail: kovin.office@westpharma.com
Web: www.westpharma.com

YETTELD.0.0.
Omladinskih brigada 90, 11073 Beograd
Mob: +38163 9000
Web: www.yettel.rs

Telekom Srbija

TELEKOM SRBIJA A.D. BEOGRAD
Takovska 2, 11000 Beograd
E-mail: fic telekom@telekom.rs
Web: www.telekom.rs

Tigar Tyres

TIGARTYRES D.0.0. PIROT
PREDUZECE ZA PROIZVODNJU GUMA
Nikole Pasica 213, 18300 Pirot
Tel: 4381102157 000
E-mail: office.serbia@michelin.com

Web: www.michelin.rs

¢ UniCredit Bank

UNICREDIT BANK SRBIJA JSC
Rajiceva 27-29, 11000 Beograd, Jurija Gagarina 12,
Belgrade Business Center, 11070 Beograd
Tel: +381113777 888
E-mail: kontakt@unicreditbank.rs
Web: www.unicreditbank.rs

WIENER@
STADTISCHE

VIENNA INSURANCE GROUP

WIENER STADTISCHE OSIGURANJE A.D.0. BEOGRAD

Tre$njinog cveta 1, 11070 Beograd
Tel:0800 200 800; +381 11 220 9800
E-mail: office@wiener.co.rs
Web: www.wiener.co.rs

ZIVKOVIC | SAMARDZIC

ZIVKOVIC SAMARDZICA.0.D. BEOGRAD
Makedonska 30, 11000 Beograd

Tel: +381 112636 636, Fax: +381 112635 555

E-mail: office@zslaw.rs
Web: www.zslaw.rs

L TetraPak®

TETRA PAK PRODUCTION D.0.0. BEOGRAD
Milutina Milankovica 97, sprat 2, 11070 Beograd
Tel: 4381112017 333, Fax:+381 11 2017 380
Web: www.tetrapak.com/en-rs

TITAN
SRBIJA

TITAN CEMENTARA KOSJERIC
Zivojina Misica 50, 31260 Kosjeri¢
Tel: +38131590 300
E-mail: cemkos@titan.rs
Web: www.titan.rs

O unifiedpost

GROUP

UNIFIEDPOST SOLUTIONS D.0.0.
Tosin bunar 185, 11070 Beograd
Tel: +381117150 748
E-mail: office.rs@unifiedpost.com
Web: www.unifiedpost.rs

YW YAZAKI

YAZAKI SERBIA
Nova 7 bb, 15000 Sabac
Tel: 4381157195 241
E-mail: Ysd.Office@yazaki-europe.com
Web global: www.yazaki-europe.com

T G Cempany

THE COCA-COLA COMPANY (BARLAN S&MD.0.0.)
Batajnicki drum 18, 11080 Beograd
Tel: +381 113081100, Fax: +381 11 3081 166
E-mail: jtrninic@coca-cola.com
Web: coca-cola.rs

TOYO TIRES

TOYO TIRE SERBIA D.0.0. INDUJA
Industrijska 3 no. 5, 22320 Indija
Tel: +38166 8087 898
E-mail: nevena.lestaric@toyotires.rs
Web: TOYO TIRES — Srbija

LAW FIRM

ADVOKATSKA KANCELARIJA

VP LAW FIRM
Teodora Drajzera 34, 11000 Beograd
Tel: 438111 2642 257
E-mail: info@vp.rs
Web: www.yp.rs

Yettel.Bank

Yettel Bank a.d. Beograd
Omladinskih brigada 88, 11070 Beograd
Korisnicki servis: 063 9005
E-mail: officebanka@yettelbank.rs
banka@yettelbank.rs
Web: www.yettelbank.rs

o
.
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WHITRBOOK

The White Book 2024 has been produced through joint efforts of numerous FIC member companies,
while the FIC Working Committees had the key role in the drafting process.

We wish to acknowledge the following companies for their contributions to the White Book 2024:

A1 SRBIJAD.O.O.

ACB D.0.0. BEOGRAD DRUSTVO ZA POSREDO-
VANJE U OSIGURANJU (STARI GRAD)

BANCA INTESA A.D. BEOGRAD
BAYER D.0.0. BEOGRAD
BDK ADVOKATI

BELAGA MANAGEMENT COMPANY D.O.O.
(HILTON HOTEL BELGRADE)

BELGRADE AIRPORT D.O.O.
BOJOVIC DRASKOVIC POPOVIC & PARTNERS

BRITISH AMERICAN TOBACCO VRANJE A.D.
VRANJE

CETIN D.0.0. BEOGRAD - NOVI BEOGRAD
DDOR NOVISAD A.D.O.

DELHAIZE SERBIA

DELOITTE ADVISORY D.O.0.

DELTA HOLDING D.O.0.

EKO SERBIA A.D.

ERNST & YOUNG CONSULTING D.0.0. BEOGRAD
EURO LITHIUM BALKAN D.O.0. VALJEVO
EUROTELESITES D.O0.0. BEOGRAD

FERRING PHARMACEUTICALS D.0.0. BEOGRAD-
STARI GRAD

FRESENIUS MEDICAL CARE SRBIJA D.O.O.
G4S SECURE SOLUTIONS D.O.O.
GEBRUDER WEISS D.0.0. DOBANOVCI
GENERALI OSIGURANJE SRBIJA A.D.O.

HAD BMP A.D. BELGRADE (HYATT REGENCY
BEOGRAD)

HALKBANK A.D. BEOGRAD
HEMOFARM A.D.

INTESA LEASING D.0.0. BEOGRAD
JTINTERNATIONAL A.D. SENTA
K&F ADVOKATI

KARANOVIC & PARTNERS O.A.D.

KONCERN BAMBI A.D.

KPMG D.O.0. BEOGRAD

LEITNERLEITNER CONSULTING D.O.0. BEOGRAD
LUKOIL SRBIJA D.0.0. BEOGRAD

MERCK D.O.0O.

METROPOL PALACE D.O.O.

NESTLE ADRIATIC S D.O.O.

NIS A.D. NOVI SAD (NAFTNA INDUSTRUJA
SRBLE)

PEPSICO

PETRIKIC & PARTNERI A.O.D. IN COOPERATION
WITH CMS REICH-ROHRWIG HAINZ

PHILIP MORRIS SERVICES D.0.0. BEOGRAD
PHOENIX GRUPA SRBIJA
PRICEWATERHOUSECOOPERS D.O.O.
PROCREDIT BANK

RAJICEVA MS D.0.0. BEOGRAD (HOTEL MAMA
SHELTER)

RIO TINTO - RIO SAVA EXPLORATION D.O.O.
ROCHE D.O.O.

SECURITAS SERVICES D.0.0. BEOGRAD

SGS BEOGRAD D.O.O.

SOG IN COOPERATION WITH KINSTELLAR
TELEKOM SRBIJA A.D. BEOGRAD

TETRA PAK PRODUCTION D.O.0. BEOGRAD
UNICREDIT BANK SRBIJA JSC

VP LAW FIRM

WEST PHARMACEUTICAL SERVICES BEOGRAD
D.0.0.

WIENER STADTISCHE OSIGURANJE A.D.O.
BEOGRAD

YETTEL BANK A.D. BEOGRAD
YETTEL D.O.O.
ZIVKOVIC SAMARDZIC A.O.D. BEOGRAD

We would like to thank Smart Kolektiv for their expert help and contribution in compiling the text on

Corporate Sustainability Manifesto.
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Foreign Investors Council

47 Gospodar Jevremova Street, IV floor
11000 Belgrade

Serbia

e-mail: office@fic.org.rs

www.fic.org.rs

Metropolis Co. d.o.o.
Admirala Vukovi¢a 16
11000 Belgrade
Serbia
www.metropolis.rs






