Chapter 11: Agriculture and rural development

The agricultural chapter covers a large number of binding rules, many of which are
directly applicable regulations. The proper application of these rules and their effective
enforcement by an efficient public administration are essential for the functioning of the
Common Agricultural Policy. This includes the setting up of management systems such
as a paying agency and the Integrated Administration and Control System (IACS), and
also the capacity to implement rural development actions.

EU membership requires integration into the Common Market Organisation of a range
of agricultural products, including arable crops, sugar, animal products and specialised
crops.

The required administrative structures are not always specified in the acquis. In many
cases the acquis simply uses terms such as the “competent authority” to refer to the
administrative structure that is needed. This means that it is left to each Member State
to decide which institution is responsible for effective implementation of the acquis.
However, the functions that EU Member States must have the capacity to carry out -
through the administrative structures they establish - are clearly specified in the acquis.



I HORIZONTAL

1. Please provide, with an indication of recent and expected future developments,
a general description of:

- the national and regional farm income policy, production and
structural policy (in particular rural development policy)

INTRODUCTION

Favourable natural conditions and available resources determine the multiple significance of
agriculture in the socio-economic development of the Republic of Serbia.

Total! area of agricultural land is 5,097,000 (0.7 ha/pc), and total area of arable land is
4,224,000 ha (0.58 ha/pc).

According to the 2002 Census of Population, Households and Dwellings, in the Republic of
Serbia there are 778,891 registered agricultural households, while according to the data of
Treasury Administration there are 444,806 agricultural households registered in 2010.
Average size of the total utilised land per an agricultural household is 3.7 ha.

According to the ownership structure, in the Republic of Serbia private ownership over arable
agricultural land (89%) is dominant.

Agriculture accounts for a significant share in the foreign trade of the country. Since 2001,
when a negative balance of USD 136 million was recorded, the exports have been growing at
a rate faster than imports, so that in 2005 a surplus of USD 150 million was achieved along
with a growing trend. In 2009, the surplus was USD 640 million, with the share of exports of
agricultural and food products accounting for 23.2% of the total exports.

In the structure of the value of agricultural production in 2009, crop production accounted for
69.5% and livestock production for 30.5%.

The significance of agriculture is reflected, among other things, in its contribution to the
creation of gross domestic product of the Republic Serbia (GDP). In the period 2001-2009,
the share of agriculture in national GDP ranged from 14.30 to 10.6% (a downward trend).

Official middle RSD exchange rate per EUR per year:

2000: 58.6750; 2001: 59.4951; 2002: 60.7517; 2003: 65.2575; 2004: 73.0028;
2005: 83.1940; 2006: 84.0579; 2007: 80.0858; 2008: 81.5938; 2009: 94.1559;
2010: 103.4874

Source: National Bank of Serbia (NBS)
Compiled in the Ministry of Agriculture, Forestry and Water Management

'Source: Statistical Yearbook of Serbia 2010



Table 1 Share of agriculture in Serbian GDP in the period 2001-2009

The Republic of Serbia

Agriculture, hunting,

Gross domestic product at

Share of agriculture

Year forestry and fisheries constant prices in 2002 i1 GDP
RSD RSD
2001 133,927,300,000 936,543,700,000 14.30%
2002 129,629,500,000 972,900,700,000 13.32%
2003 120,603,800,000 996,714,000,000 12.10%
2004 143,545,800,000 1,079,389,700,000 13.30%
2005 136,500,200,000 1,139,986,200,000 11.97%
2006 136,205,300,000 1,199,417,900,000 11.36%
2007 125,576,600,000 1,282,236,400,000 9.79%
2008 136,316,200,000 1,353,218,700,000 10.07%
2009%* 139,340,500,000 1,311,864,800,000 10.62%

* assessment of the Republic Bureau of Statistics

Source: Republic Bureau of Statistics
Compiled in the Ministry of Agriculture, Forestry and Water Management
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Reforms in agriculture so far

Systemic and structural reform of the agrarian sector in the Republic of Serbia began after the
political changes in 2000. Since then, agricultural and rural policy in Serbia has gone through
several phases.

In the period 2001-2003, the system solutions related to the responsibilities of the institutions
were being altered, while modest budget allocations for agriculture did not leave enough
space for a radical reform. As a support measure, significant support was given to prices of
the selected "strategic" products (premiums for oilseeds, sugar beet, wheat, etc.). The average
share of the agricultural budget in the national budget over this period was 3.13%.

The period 2004-2006 represents a significant shift in commitments and mechanisms for
implementing the measures of the agricultural and rural policy. The system of direct payment
is being established, the support system for investments intended for rural development,
providing credits with more favourable conditions than market credits,renting of agricultural
land is encouraged and the registration of agricultural holdings. The average share of the
agricultural budget in the national budget over this period was 4.57%.

Since 2007-2009, the system of direct payments per hectare of sown area/head of livestock
has been more significantly represented, and is continued with support to investments
intended for rural development and modernization of agriculture through granting credits
under subsidized conditions. The average share of the agricultural budget in the national
budget over this period was 3.26%.

The year 2010 is dominated by the model of direct payments, and in comparison to the
previous period, the scope of incentives intended for the implementation of the rural
development policy has been increased. In the current year the share of the agrarian budget
in the national budget has been 2.26%.

In general, the most important elements of the reform process are:



- market liberalization;

- privatization of the processing industry;

- turnaround in support to agriculture development towards family holdings and
improvement of living conditions in rural areas;

- adjustment of foreign trade protection policy to the developmental needs of
agriculture and the processing industry with its gradual harmonisation with the WTO rules
and principles;

- introduction of technological innovations into production;

- strengthening the capacities of producers and professional services in agriculture;

- strengthening the institutional support to the sector through modernization of the
existing laboratories and establishment of the new ones, reform of the inspection and
veterinary services.

General agricultural policy framework

The first Agriculture and Rural Development Strategy of the Republic of Serbia, adopted in
2005, defined the following general strategic goals:

- Build up a sustainable and efficient agricultural sector which can compete in the global
market and thereby improve the GDP,

- Provide food products which satisfy the consumers’ needs in terms of product quality and
safety,

- Ensure the living standard support for people who are dependant on the agricultural industry
but are incapable to follow the economic reforms,

- Ensure the support for the sustainable rural development,

- Protect the environment from the negative effects of agricultural production,

- Prepare the agricultural industry of Serbia for the EU integration,

- Adapt the domestic support and trade policy in agriculture to the WTO standards.
Meanwhile, the changed economic conditions required the development of the new
Agriculture and Rural Development Strategy for 2011-2020 and redefinition of agricultural
policy measures, taking into account the specificities of agriculture and macroeconomic
indicators of the country.

The current basic framework of agricultural policy is contained in the following documents:

- Agriculture and Rural Development Strategy of the Republic of Serbia (Official Gazette of
RS, No. 78/05)

- Agriculture and Rural Development Strategy of the Republic of Serbia for 2011 to 2020 (in
the public hearing procedure);

- National Programme for Agriculture of the Republic of Serbia from 2010 to 2013 ("RS
Official Gazette of RS" No. 83/10);

- National Programme for Rural Development of the Republic of Serbia for 2011 — 2013 (in
the public hearing procedure);

- Law on Agriculture and Rural Development (Official Gazette of RS, No. 41/09);

- Law on Agricultural Land (Official Gazette of RS, No. 62/06 and 41/09);

- Law on Organic Production (Official Gazette of RS, No. 30/10);

- Law on Food Safety (Official Gazette of RS, No. 41/09);

- Law on Livestock (Official Gazette of RS, No. 41/09);

- Law on Wine (Official Gazette of RS, No. 41/09);

- Law on Public Warehouses (Official Gazette of RS, No. 41/09);

Provisions of the Law on Agriculture and Rural development regulate, among other things,
the following: objectives of agricultural policy and manner of achieving thereof, types of



incentives, conditions for exercising rights to incentives, incentive beneficiaries,
establishment of Directorate for Agrarian Payments, Register of Agricultural Holdings, record
keeping and reporting in agriculture, integrated agricultural information system, Agrarian
Council (composed of the representatives of agricultural holdings and family farms, farmers'
associations and other participants in the chain of agricultural production), supervision and
other issues of importance to agriculture and rural environment.

The Law stipulates that the agricultural policy and rural development policy shall be pursued
through the implementation of the Agriculture and Rural Development Strategy of the
Republic of Serbia, the National Agricultural Programme of the Republic of Serbia and
National Rural Development Programme of the Republic of Serbia.

The Strategy defines long-term courses of the development of agriculture and rural areas for
the next 10 years, and orientation to develop the sustainable economy concept in the Republic
of Serbia promoting environmental protection and sustainable management of natural
resources.

The strategy is implemented through two development documents, which specify the
determinations provided for in the Strategy, and these are the following: National
Agricultural Programme of the Republic of Serbia for 2010-2013 and National Rural
Development Programme of the Republic of Serbia for 2011-2013.

The Agriculture Law provides legal framework for the implementation of agricultural policy
and the achievement of goals taken from the Strategy. The Law, in Chapter II — Incentives,
elaborates the types and forms of incentives in agriculture. The incentives are divided into
three groups: direct incentives, market incentives, and structural incentives. Direct
incentives are intended to directly influence the market by reducing the cost of agricultural
products, while providing the conditions to increase their offers. These measures represent a
form of direct payments per unit/ha/head of cattle and price support for certain agricultural
products (payment per liter of produced milk — premium). Through market incentives
budgetary funds are allocated to activities aimed at improving the placement of domestic
products in international markets, stabilization of the national market for agricultural products
and creating conditions for balanced and sustained development of agricultural production.
Structural incentives assume support for activities that contribute to sustainable
modernization of agriculture and food sector. They are implemented through targeted
investments aimed at strengthening the competitiveness of primary agricultural and food
sector, fostering the development of overall rural economy and rural areas.

In the past period, rural development policy was not defined in a specific programme, but it
was a part of the overall agricultural policy of the country. The agricultural policy is
implemented through an annual Programme of allocation and use of the agricultural budget,
which is adopted by the Government on the proposal by the Ministry of Agriculture, Forestry
and Water Management.

Classification of support measures, with minor modifications, follows very much the
classification system according to the EU Common Agricultural Policy. The implemented
measures that may be classified as measures of rural development (RD), are the measures
aimed at: improving competitiveness (axis 1), sustainable development and environment
protection (axis 2), diversification of economic activities (axis 3), building local capacities
(LEADER).

In the Republic of Serbia the LEADER approach still doesn’t exist. However a Support
Network for Rural Development has been established that leads to improving the quality of
life in rural areas through engaging, building and enhancing capacities of local communities
and building a partnership between the civil and public sector, that represents an introduction into the



LEADER approach.

Rural development measures implemented in 2010 are specified under Title IV — RURAL
DEVELOPMENT POLICY, Question 17, while the measures that were implemented before
2010, and are related to rural development, are classified according to the model of EU
Common Agricultural Policy:

Axis 1 - Improving competitiveness

- encouraging establishment of new orchards and vineyards

- encouraging establishment of perennial plantations (fruit, vine and hops)

- support for procurement of machinery and irrigation systems

- encouraging establishment of mother blocks with basic planting material

- encouraging production of seeding material of pre-basic and basic categories

- measures to improve milk quality

- support to procurement of breeding herd in livestock production and fattening stock in cattle
breeding

- support to pooling of interests — cooperatives

- support to rural development through increasing the competitiveness of agriculture
(machinery and equipment)

- stimulation of investments in establishment of new plum plantations

- measures to improve marketing of agricultural products

- subsidies to promote marketing and quality of products

- support for the introduction and certification of food safety and quality

AXxis 2 - Sustainable development and environmental protection

- support to development and promotion of organic production;

- support to conservation and sustainable use of genetic resources of domestic animals
(indigenous breeds)

- support to conservation and sustainable use of plant genetic resources for food and
agriculture

- support for rural development;

Axis 3 - Diversification of economic activities

- measures to improve rural areas

- support to scientific and professional activities; support to scientific and professional
activities, agricultural and rural events and informing farmers; support to scientific and
professional activities, exhibitions, agricultural and rural events and informing farmers

- rural development through specific support programs for the Roma population

- rural development through specific social support programs for vulnerable groups, displaced
persons and refugees

- improvement of production of agricultural products with geographical indications; wine,
brandy and agri-food products

- support to rural development through diversification of the rural economy (expansion of
economic activities — rural tourism, preservation of old and traditional crafts and folk art)
Network to support rural development



- the budget earmarked and used for this general agricultural policy

framework

Table 2 Agrarian to national budget ratio in the period 2001-2010

The Republic of Serbia
Agrarian budget
Budget of the Appropriations % sh.are of the
Year Republic of Serbia from the bud-get agrlcul.tural TOtfll .
of the Republic of | budget in the appropriations
Serbia budget of the RS
RSD RSD % RSD
2001 129.369.200.000 5.256.000.000 4.06%
2002 217.379.629.540 5.406.925.000 2.49% 5,626,925,000
2003 318.691.919.000 9.058.777.000 2.84% 10,990,102,000
2004 362.045.252.000 18.059.553.000 4.99% 20,144,553,000
2005 400.767.778.000 16.269.962.000 4.06% 18,983,562,000
2006 505.820.602.000 23.593.481.000 4.66% 27,543,882,020
2007 595.517.786.100 21.410.029.000 3.60% 26,095,751,714
2008 695.959.075.793 27.634.337.342 3.97% 32,895,369,077
2009 719.854.143.000 15.964.071.000 2.22% 26,690,456,000
2010* 762.971.000.000 19.907.945.000 2.61% 25,621,810,000

*current budget
Source: Ministry of Finance of the Republic of Serbia, Law on Budget of the Republic of Serbia
(Official Gazette no.21/01, 27/01, 74/01, 35/02, 87/02, 35/03, 33/04, 115/04, 127/04, 66/05, 106/05,
85/06, 58/07, 123/07, 128/08, 120/08, 31/09, 111/09, 107/09)

Compiled in the Ministry of Agriculture, Forestry and Water Management.




Table 3 Allocation of resources of the agricultural budget in the period 2002- 2010

Year 2002 [ 2003 | 2004 [ 2005 [ 2006 2007 2008 2009 2010*
Budget allocations MAFW Total funds in thousand RSD

MAFW 5,626,925 | 10,990,102 | 20,144,553 | 18,983,562 | 27,543,882 | 26,095,752 | 32,895,369 | 26,690,456 | 25,621,810
MAFW - Agriculture, forestry, 4,793,925 | 9,083,935 | 15,812,638 | 14204211 | 17,299,205 | 18,489,329 | 24,931,015 | 20,234,042 | 2,370,062
hunting and fishing

451 Subsidies to non-financial 4,524,000 | 8,656,427 | 11,282,875 | 9,733,875 | 10,716,685 | 12,555,325 | 22,959,021 | 17,212,360 | 1,253,644
companies and organizations

VETERINARY DIRECTORATE 1,380,000 968,000 | 2,063,029 | 2,508,988 | 2,961,516 | 1,883,327 | 2,598,954
PHYTOSANITARY

DIRECTORATE 120,000 120,000 182,910 216,779 226,235 122,877 125,748
WATER MANAGEMENT

DIRECTORATE 833,000 | 1,906,167 | 2,469,090 | 3,207,300 | 6,065,155 | 3,866,731 | 3,944263 | 3,769,661 | 3,760,260
FORESTRY DIRECTORATE 362,825 484,051 518,131 616,7488 832,331 557,391 517,603
DIRECTORATE FOR AGRARIAN

PAYMENTS 15,477,700
DIRECTORATE OF NATIONAL 81240
REFERENCE LABORATORIES ’
AGRICULTURAL LAND

DIRECTORATE 397,178 571,400
INSPECTORATE GENERAL 9 123,158 118,843
NATIONAL INVESTMENT PLAN 1,415,452

*turrent budget

Source: Ministry of Finance of the Republic of Serbia;
Compiled at the Ministry of Agriculture, Forestry and Water Management




Graph 3 Planned and disbursed funds for subsidies in agriculture and food production,
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Table 4 Funding scheme of disbursed budget funds earmarked for rural development

DISBURSED BUDGET FUNDS (RSD)

MEASURES FOR RURAL
N o 2006 2007 2008 TOTAL
AXIS 1 - Improving competitivencss | 335,391,655 | 729,214,049 | 1,125,308,115 | 2,189,913,819
AXIS 2 - Sustainable development 32715238 | 46.627.098 | 30.906,650 | 110,248.986
and environmental protection

AXIS 3 - Diversification of economic 0 163485320 | 167356012 | 330,841,332
activities

Network to support rural development 0 30,000,000 50,000,000 80,000,000
TOTAL 368.106.893 | 969.326.467 | 1.373.570.777 | 2.711.004.137

Source: Ministry of Agriculture, Forestry and Water Management
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Graph 3 Funds of the agricultural budget invested into rural development measures
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National Rural Development Program 2011-2013 (NRDP 2011-2013) stipulates support to
the rural development measures for all the three axes.

Table S Indicative financial allocation by individual rural development measures as
stipulated in NRDP 2011-2013

Allocation of funds by axis

Axis | No. Measures o
and measure,%
Axis 1 | 1.1 Investments to farms 60
1.3 Investments to processing and marketing 20

Activities with the aim of improving the

Axis2 | 2.1 environment and the countryside

3

Diversification and development of rural

. . .. 17
economic activities

Axis3 | 3.2

Table 6 Allocation of funds from the current agricultural budget by measures of
agricultural policy in 2010

1. DIRECT INCENTIVES AMOUNT, RSD
1.1. Subsidizing agricultural production 11,670,357,000
1.2 Subsidizing inputs in agricultural production 3,125,000,000
1.3. Genetic improvement of livestock 700,000,000
1.4. | Support to insurance in agriculture 80,000,000
1.5. Premium for milk 460,000,000
1.6. | Support to improvement of beekeeping production 20,000,000

TOTAL DIRECT INCENTIVES: 16,055,357,000

2. MARKET INCENTIVES
2.1. Export incentives 700,000,000
2.2. | Support to storing agricultural products in public warehouses 50,000,000

TOTAL MARKET INCENTIVES: 750,000,000
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3. STRUCTURAL INCENTIVES
3.1. Rural development measures 1,955,000,000
311 Incrgase of competitiveness through investments in agricultural
" | holdings
3.1.1.1. | Investments in farms for milk production 200,000,000
3.1.1.2. | Investments in farms for meat production 100,000,000
3.1.1.3. | Investments in farms producing fruits 370,000,000
3.1.1.4. | Investments in farms producing vegetables 300,000,000
3115 Investments in farms producing grain and industrial crops and
77 | investments for the purchase of foundation stock 650,000,000
3116 Epcouraging of establishment of mother plantations of fruit trees, 20,000,000
vines and hops
3.1.1.7 | Encouraging clearing of infected vineyards (eradication) 15,000,000
3.1.2 | Investments in processing facilities for meat and milk production 300,000,000
39 Support to prevention of harmful effects of intensive agriculture on 25,000,000
=" | biodiversity and conservation of animal genetic resources
3.2.1. | Support to development of organic production 10,000,000
3.2.2. | Support to conservation of genetic resources of farm animals 15,000,000
3.3. | Support to investments to diversification activities in rural areas 180,000,000
331 ztrjg)apsort to activities to develop non-agricultural activities in rural 80,000,000
3.3.2. | Support to activities aimed at creating high value added products 100,000,000
TOTAL STRUCTURAL INCENTIVES: 2,160,000,000
4. INSTITUTIONAL MEASURES
4.1. | Training for cooperative managers 10,000,000
4.2 Indemnity Fund 50,000,000
4.3. International cooperation and obligations 40,000,000
4.4, Extension services 170,000,000
45, Me.as.u.reS and actions in agriculture and scientific and research 45,000,000
activities
4.6. | Measures for livestock breeding improvement (selection) 130,000,000
Support to creation of local partnerships at the local level between
private, public and NGO sectors in the field of development of rural
4.7. . . 45,000,000
development strategy (organizing and strengthening of rural
development network capacity)
4.8. Subsidizing interests on loans granted 300,000,000
4.9 Vineyard Register 30,000,000
4.10 | Procedures for geographical origin 10,000,000
TOTAL INSTITUTIONAL MEASURES: 830,000,000
I. TOTAL (1+2+3+4) : 19,795,357,000*

* Total amount of funds intended for incentives includes the amount of the resources of the Ministry of
Agriculture, Forestry and Water Management, in accordance with Article 33 of the Law on Budget of 2010
Source: Ministry of Agriculture, Forestry and Water Management
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- the administrative structure in place at the national and/or regional
level (e.g. Ministry of Agriculture, Intervention/Paying Agencies, Advisory
Boards, etc.) involved in agricultural policy formulation, execution,
monitoring, and control.

Ministry of Agriculture, Forestry and Water Management

Ministry of Agriculture, Forestry and Water Management is, among other things,
responsible for proposing system solutions in the areas of agriculture, creation of agricultural
policy and its implementation. The Ministry proposes to the Government the Program of
agricultural budget allocations according to the measures under the national budget, as well
as other acts necessary for the functioning of the agricultural sector. It also proposes adoption
of laws and other regulations in the agriculture, monitors and analyses agricultural policy
measures and their impact on the economy and efficiency of agriculture, and supervises the
enforcement of laws in this area, performs inspection, etc.

To conduct the activities within the purview of the Ministry, the following basic internal units
have been established:

1. Sector for Analytic and Agrarian Policy

2. Sector for Rural Development

3. Sector for Project and Financial Management

4. Sector for Legal, General and Normative Affairs

Administrative bodies within the Ministry are:

. Phytosanitary Directorate

. Forestry Directorate

. Veterinary Directorate

. Agricultural Land Directorate

. Water Management Directorate

. Inspectorate General

. Directorate for Agrarian Payments

. Directorate of National Reference Laboratories

. Indemnity Fund

O 00 1 N D K WK =
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Chart 1 Organigramme of the Ministry of Agriculture, Forestry and Water management of the Republic of Serbia
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Sector for Analytic and Agrarian Policy performs tasks related to: monitoring of domestic
and world production, consumption, processing, prices and trade of primary agricultural
products, fishery products and processing of these products; analysis of the state and
projection of food industry development; following and analysis of EU legislation, rules,
principles and agreements of WTO and other international organizations and agreements
concluded, with the national legislation in the field of primary agricultural production;
adaptation of technical and technological standards and norms of quality in primary
production and processing to the requirements of international standards and global markets;
development of annual medium-term programmes for works in the field of planning;
monitoring laws and other regulations of EU and WTO in the fields of agriculture and
fisheries, food processing, animal health and phytosanitary veterinary sanitary protection;
monitoring of changes in agricultural policy and animal health in the EU countries and
proposing measures for adjustment of agricultural policy in the Republic of Serbia; planning
of international cooperation in the field of agriculture, rural development, food industry and
veterinary medicine; analysis of agricultural policy in the field of crop farming, livestock
production, fisheries and domestic support in the Republic of Serbia; harmonization of
regulations on agricultural and food products with designation of origin, geographical
indication, and on agricultural and food products with special characteristics; proposing
measures to support the development of agricultural and food products with quality signs;
evaluation and proposal of measures for the directions for long-term strategy of agricultural
development; carries out other activities in this area.

The Sector for Analytic and Agrarian Policy comprises the following internal units:

1. Section for Plant Production and Processing of Plant Products

2. Group for Animal Husbandry and Processing of Animal Products

3. Group for European Union and World Trade Organization Integration and International
Cooperation

4. Section for Analysis and Statistics

Sector for Rural Development performs tasks relating to: provision of support to rural
development in the implementation of donor, development and investment programmes,
activities and projects;execution of international and national development programmes,
activities and projects related to rural development and extension; defining projects,
programmes and activities related to rural development; support to the work of Rural
Development Support Network; proposing of measures for the creation and implementation
of the programmes for rural development and development of action plans in order to execute
rural development programmes; improving the effects of measures of rural development and
socio-economic aspects of life in rural areas by increasing the competitiveness of primary
agricultural production and encouraging the diversification of rural economy; organization of
the work of agricultural services; developing a uniform methodology for performing the
tasks of extension services; increasing the environmental sustainability of rural development;
conservation and enhancement of agricultural resources in the territory of the Republic of
Serbia; analysing and proposing elements for drafting the strategy of development of rural
areas and preserving the rural heritage of improving the system of organic and integrated
production and promotion of agricultural/genetic resources and agricultural biodiversity;
Development of action plans for implementation of rural development programmes in the
area of environmental sustainability, conservation and enhancement of agricultural resources
and the use of clean energy sources; carries out other activities in this area.

The Sector for Rural Development comprises the following units:

1. Section for Planning and Monitoring of Rural Development

2. Group for Institutional Support for Rural Development
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Sector for Project and Financial Management performs the tasks related to: granting short-
and long-term loans; preparation of semi-annual and annual execution of the financial plan of
the Ministry; balancing of revenues and expenditures of the Ministry and supervising the
implementation thereof by items approved according to the law; identification of project
ideas (based on sector strategies, the document Needs of the Republic of Serbia for
International Assistance and the Multi-annual Indicative Planning Document EC — MIPD);
preparation of the proposal for the Annual Procurement Plan for the Ministry in accordance
with the Financial Plan of the Ministry and the procurement plan according to the
organizational units of the Ministry in accordance with its internal financial plan;carries out
other activities in this area.

The Sector for Project and Financial Management comprises the following units:

1. Group for Financial Management

2. Section for Management of EU Funded Projects

Sector for Legal, General and Normative Affairs performs the tasks related to: drawing up
draft laws and other regulations and their harmonization with the EU regulations to ensure
and improve the legislative framework within the purview of the Ministry;

the establishment and improvement of human resource management to ensure and develop
professional and motivated civil servants and establish the legal framework relating to the
organization and operation of the Ministry and administrative bodies within the Ministry;
resolving the administrative matters in the second instance concerning appeals against
administrative decisions within the purview of the Ministry;resolving administrative matters
in the field of agriculture, veterinary medicine and water management in the first instance;
providing conditions for more efficient functioning of the internal units of the Ministry;
integrating the records and supervision over the use and disposal of material resources;carries
out other activities in this area.

The Sector for Legal, General and Normative Affairs comprises the following units:

1. Section for Regulatory Affairs

2. Group for Human Resources

3. Group for General Affairs

4. Group for Administrative Affairs

Phytosanitary Directorate, as a body within the Ministry, carries out the tasks related to:
protection of plants against contagious diseases and pests; control of plant protection products
and fertilizers in the production, internal and external trade;

control of application of plant protection products; manufacturing and registration of plant
protection and plant nutrition products; carries out other activities in this area.carries out
other activities in this area.

The Directorate comprises the following units:

1. Section for Plant Health and Plant Quarantine

2. Division for Plant Protection and Plant Nutrition Products

3. Section for Variety Recognition

4. Group for Plant Variety Protection and Biosafety

5. Group for Seeds and Seeding Material

Forestry Directorate as an administrative body within the Ministry, performs the tasks of
state administration and professional activities related to: forestry policy; forest preservation;
forestry policy; forest preservation; promotion and utilization of forests and wildlife;
enforcement of measures to protect forests and wildlife; carries out other activities in this
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area.
The Directorate comprises the following units:

1. Division for Strategic Planning and Sustainable Development in Forestry and Hunting;
2. Section for Forestry Improvement

Veterinary Directorate, as a body within the Ministry, carries out the tasks related to: health
care and animal welfare and veterinary public health; Provision of systems for managing
risks in the production and distribution of food and products of animal origin and animal
feed; veterinary and sanitary control in the production and sale of animals, products, raw
materials and animal waste, reproductive materials and other organisms and objects that can
transmit infectious diseases, animal feed and components for the production of animal feed;
registration and control of facilities for the production of food of animal origin; control of
facilities for the production of animal feed and safe disposal of carcasses and animal waste, as
well as facilities for their processing; control of production and trade of veterinary
pharmaceuticals and medical devices for use in veterinary medicine; veterinary protection of
the environment; integration of database systems, registers and veterinary information
systems; monitoring and harmonization of national legislation in the veterinary field; carries
out other activities in this area.

The Directorate comprises the following units:

. Division for Animal Health, Welfare and Traceability

. Section for Registration of Veterinary Organizations and Veterinary Services

. Section for Veterinary Public Health

. Division for International Trade and Certification

. Section for Legal, General and Financial Affairs

. Division for Veterinary Inspection

. Division for Border Veterinary Inspection

. Group for Internal Testing and Quality Management System
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Agricultural Land Directorate, as a body within the Ministry, carries out the tasks related
to:

creation of agricultural policy in the area of agricultural land; participation in drafting laws
and by-laws in the area of agricultural land; development of agricultural land market;
management of state-owned agricultural land; establishment and management of geographic
information system on agricultural land; allocation of funds for carrying out works and
monitoring of the implementation of the annual program of protection, organisation and use
of agricultural land; cooperation in the protection, development and use of agricultural land;
monitoring of development of Agricultural Base of the Republic and its realization; carries
out other activities in this area.

The Directorate comprises the following units:

1. Section for Management of State-Owned Agricultural Land

2. Section for the Protection, Organisation and Use of Agricultural Land

3. Section for Financial Affairs and Geographic Information Systems and Technologies

4. Group for the Replacement of Agricultural Land

Water Management Directorate (hereinafter: the Directorate), as an administrative body
within the Ministry of Agriculture, Forestry and Water Management, performs the tasks
related to:

water management policy; multipurpose utilisation of waters; water supply, except for water
distribution; protection of waters; implementation of measures for water protection and
planned rationalization of water consumption; water regime regulation, monitoring and
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maintenance of water regimes that make up or cross the border of the Republic of Serbia;

carries out other activities in this area.

The Directorate comprises the following units:

1. Section for administrative and analytical tasks and standards in the field of water

management

2. Division for Legal, Financial and Administrative Affairs

3. Group for strategic planning and management and international cooperation in the field of
water management

4. Group for the Use and Protection of Waters

5. Group for Protection of Waters.

Inspectorate General as a body within the Ministry, carries out inspection activities relating
to: inspection of agricultural land; phytosanitary control and inspection in the inner and outer
movement of plants, seeds and seeding material, and other inspection tasks in agriculture,
forestry and water management, in accordance with the law.

Inspectorate General comprises the following internal units:

1. Division of Phytosanitary Inspection

2. Division of Border Phytosanitary Inspection

3. Division of phytosanitary inspection for food safety and animal feed of plant and mixed
origin

4. Division of Agricultural Inspection for agricultural land

5. Division of Agricultural Inspection for the control of financial incentives in agriculture,
organic farming and animal husbandry

6. Division of Agricultural Inspection for safety of food of plant and mixed origin, control of
organic production and control of tobacco processors and manufacturers of tobacco products
7. Division of Agricultural Inspection for wine, brandy, spirits and soft drinks and organic
production

8. Division of Forestry and Hunting Inspection

9. Division of Water Inspection

10. Section for Legal, General and Financial Affairs

Directorate for Agrarian Payments, as a body within the Ministry of Agriculture, carries
out the tasks related to: Selecting and checking operations in accordance with the criteria,
mechanisms and rules applicable to the national rules regulationg assistance; Calls a
public concurs for allocation of assistance; Making calls for applications and publicising
terms and conditions for eligibility; Checking of applications for approval of projects against
terms and eligibility conditions, and compliance with the, where appropriate, public
procurement provisions; Laying down contractual obligations between the Directorate and
the final beneficiaries; Decides upon the right to assistance; Making payments to, and
recovery from, the final beneficiary in case beneficiary fails to meet the contractual
obligation; Execution of administrative and on-the-spot checks of contractual obligations
fulfillment, ensuring that the products or services have been delivered in accordance with the
contract concluded; Establishes and keeps accounting records of contractual obligations and
payments; Implements international assistance to agricultural policy in the Republic of
Serbia; Manages the Farm Register; Conducts an independent internal audit; Submits reports
and analyses to the Minister; Performs other activities in compliance with the Law..

The Department comprises the following units:

1. Sector for the Direct and Market support;

2. Sector for structural support;

3. Sector for on the spot check;
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4. Sector for economic and financial affairs;

5. Sector for Information Technology;

6. Sector for legal affairs, human and material resources;

7. Group for Internal Audit.

Head office of Directorate for Agrarian Payments is in Sabac.

Directorate of National Reference Laboratories as an administrative body within the
Ministry, performs the tasks in the fields of food safety, animal health, plant health, health of
planting material, agricultural and horticultural crops, residues, milk and plant gene
bank;carries out other activities in this area.

The Directorate comprises the following units:

1. Department for Legal and Financial Affairs

2. Reference phytosanitary laboratory

3. Official station for testing seed of planting material

4. Reference laboratory for safety of food and feed and milk

5. Reference Laboratory for resudues

6. Bank of plant genes

7. Section for organic production

Indemnity Fund as an administrative body within the Ministry, carries out business
processes in accordance with the Law on the Public Warehouses. The said law stipulates that
the activity of the fund is to establish the existence and pay for the damages arising in
connection with storing of agricultural products according to the commodity record which is
the responsibility of the public warehouse.

The statutory acivity determines the primary duties in performance of this activity that
basically consists of the following tasks:

- establishing the legal and factual situation upon the claims of creditors for payment of
damages incurred in stored agricultural products, for which the commodity records were
issued by public warehouses entered in the register of the Ministry responsible for
agriculture;

- preparation of the documentary base and making recommendation for the Management
Board for making decision at the claims of creditors for payment of damages in accordance
with the law and acts of the Indemnity Fund;

- assessing the admissibility and formal legal validity of guarantees of commercial banks
which are given on the basis of provision of claims by Indemnity Fund to the public
warehouses, pursuant to Article 40 of the law;

- representation of the Indemnity Fund before the courts and other authorities, in proceedings
conducted on the basis of exercising the rights of recourse of the Indemnity Fund to public
warehouses, after the payment of damages in accordance with the law and acts of the
Indemnity Fund, as well as in other proceedings conducted by the Indemnity Fund;

- drafting contracts and annexes to the contracts governing relations between the Indemnity
Fund, commercial banks, public warehouses and other entities within the operation of the
Indemnity Fund.

Executives in the Indemnity Fund are:

1. Director of the Indemnity Fund

2. Deputy Director

3. Legal Advisor

4. Jobs of analysts and communication technologies

5. Accountant

6. Business Secretary
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Scientific and educational institutions

Serbia has the appropriate scientific and educational institutions (institutes, authorities,
universities) directing their research at improving the profitability of agricultural production,
food industry, and promoting rural development, and the most important are:

- Faculty of Agriculture in Zemun, Belgrade University

- Faculty of Agriculture, University of Novi Sad

- Faculty of Veterinary Medicine, University of Belgrade

- Secondary Vocational Schools

- Institute of Field and Vegetable Crops, Novi Sad

- Institute of Food Technology, Novi Sad

- Institute of Animal Husbandry, Zemun

- Maize Research Institute, Zemun

- Institute for Science Application in Agriculture, Belgrade

- Institute of Agricultural Economics, Belgrade, etc.

Serbian Chamber of Commerce, Belgrade Chamber of Commerce and regional
chambers of commerce are professional institutions which are in direct contact with market
structures, and therefore are the source of information on the state of the market. In this way
they have the opportunity to become more familiar with the effects of government measures,
the results of application of scientific research, new trends, market demands, on the one hand,
and the needs of agricultural companies and farms, on the other hand.

At the level of AP Vojvodina, apart from the provincial secretariates that perform
important tasks within their competence, there have also been established certain funds:

- Fund for Development of AP Vojvodina was established in order to create conditions to
encourage the development of infrastructure, economy and balanced development.

- Provincial Fund for Agricultural Development was established with a mission to
contribute to the development of agriculture in the province, which is reflected in the
preparation of plans and programmes to improve and develop certain areas of agriculture and
participation in financing of their implementation.

a) If there is a paying agency in charge of the management of agricultural
policy please submit information on the way it operates. If no, please provide
information on the institution in charge of the management of your
agricultural policy (Ministry of Agriculture, regional offices, marketing boards,
etc.) In both cases, information on the structures of the organisation(s)
involved should also be provided.

Directorate for Agrarian Payments (DAP), as a body within the Ministry of Agriculture,
Forestry and Water Management (based in Sabac) performs implementation of national
subsidies, and after the EU accreditation for the use of funds from the fifth component of 1PA
fund it will be responsible for the implementation of IPARD programme. In addition to
implementing the national subsidies scheme, the Directorate also implements two pilot
IPARD measures fully financed by national funds, and this is done within the preparations for
the use of funds from the fifth component of IPA funds.

Direct payments per hectare, and support to agricultural insurance premiums are made
through the Treasury of the Republic of Serbia (within the Ministry of Finance), while
support through granting credits for agricultural production is conducted through the
competent services of the Ministry.

20



Chart 2 Organizational Chart of the Directorate for Agrarian Payments
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b) Please provide flowcharts describing how applications for aids are
processed, controlled, authorised and paid, underlining the main processes and
procedures with regard to the management and internal control system (if
existing).

The work process within the Directorate depends upon the fact whether the procedure is
conducted upon application for the use of resources or through public competition. Measures
of direct and market support are implemented according to application, while the measures of
the structural support are implemented according to competition. The chart below shows the
working process in the Administration according to application and according to competition.
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Chart 3 Conducting the procedure according to application by the beneficiary
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Chart 4 Conducting the procedure according to open competition
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812 companies and cooperatives. The main role of cooperatives is advisory support to
farmers (concerning the organization of production respecting the standards relating to health
safety of products, finding the most appropriate solutions to increase the competitiveness of
production and income of farmers, and at adoption of certain normative acts). Also, through
their representatives (that take part in the regular meetings of the Cooperative Federation of
Serbia), they may have proper influence on the proposal during the procedure of adopting
measures of agrarian and rural policy.

Voluntary association of cooperatives is Cooperative Union of Serbia, which operates as an
independent non-profit organization, whose activities are focused on providing technical
assistance to the members concerning the legal status of cooperatives, establishment,
reviewing the situation on the market, organising competitions (agricultural record-breakers),
cooperation with other institutions and state bodies in designing and proposing measures of
agricultural policy, developing business plans, making connections with financial institutions,
and other issues of interest to the work and operation of agricultural cooperatives.

Apart from the national association (CUS), there are provincial associations (Cooperative
Union of Vojvodina and Cooperative Union of Kosovo and Metohija), Cooperative Union of
Belgrade, and 11 district cooperative unions.

Association for Agriculture, Food and Tobacco Industry and Water Management of the
Chamber of Commerce

The main activity of the association, as a special organizational unit within the Chamber of
Commerce is: to follow and analyse the trends in the fields of agriculture and food industry,
to propose measures for improving the work of members of the associations, to initiate
measures of economic and agricultural policies through responsible competent institutions, to
take part in preparation and definition of mechanisms for protection of domestic production,
to propose measures in order to eliminate the monopoly position at the domestic market, to
organise international fairs and promotion of local agriculture at the fairs.

Within this association, there have been established the groups of producers of basic agri-
food products and fishing products (19 in total ). The regular meetings held within the groups
are attended by the representatives of producers of primary agricultural products and
manufacturing industry, and the representatives of the Ministry. On that occasion they present
the current situation in a particular area of agriculture, suggest possible solutions, initiate
proposals for agricultural policy measures for the next year and so on.

Business associations and farmers' associations

In our country there are a number of associations at the national, regional and local levels
involved in the development of agriculture and rural development. As part of their activities,
among other things, these associations organise conferences and thematic lectures where the
participants are experts and extension agents for the specific area from the country or abroad.
On that occasion, the beneficiaries learn about new developments in the field of production,
processing, marketing, crop management and the like. They suggest measures to improve
agricultural production, agricultural policy measures, etc.

- farm advisory services and farmer's register;

Agricultural extension service (AES)
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Since 2010, the Agricultural Extension Service has been operating in compliance with the
Law on Advisory and Extension Services in Agriculture (Official Gazette No. 30/10), in two
levels:

1. Republic — MAFWM in collaboration with the Institute for Science Application in
Agriculture is responsible for creating a multi-annual and annual work plans for those
services that are distributed on the whole territory of Serbia, except for those located on the
territory of the Autonomous Province of Vojvodina, monitoring of these services, as well as
their evaluation. Number of services that cover this territory is 22 (135 extension agents in
total). The work of these services is financed from the MAFWM budget.

2. Provincial — Provincial Secretariat of Agriculture, Water Management and Forestry is
responsible for creating multi-annual and annual work plans of those services that are located
on the territory of the Autonomous Province of Vojvodina, monitoring of these services, as
well as their evaluation. Number of services that cover this territory is 12 (84 extension
agents in total). The operation of these services is financed by the Provincial Secretariat of
Agriculture, Water Management and Forestry.

AES plays an important role in:

- raising the level of knowledge of farmers,

- improving the competitiveness and profitability of agricultural production,

- production of safe food

- improving product quality,

- encouraging interest-based association of farmers,

- conservation of natural resources,

- environmental protection, and

- rural development in general.

A special form of extension services is to monitor production in selected farms where
extension agents record the costs of inputs, yields and marketing of products, which is the
basis for the use of farm management on the farm.

Extension service, in addition to being conducted on these farms, is rendered to farmers in
other households, in the form of expert advice and recommendations, information and other
forms of knowledge and skills to introduce new technologies and new methods of farm
management. Advice, assistance and other activities that producers receive from extension
agents are free to all beneficiaries.

In addition to state AES there are also private extension services dealing with this activity.
For some of them it is a core business, while others operate in private firms that sell inputs
for agricultural production, providing their clients with the advisory assistance.

Register of Agricultural Holdings

Register of agricultural holdings was established within the reform of agricultural policy, and
commitment that only registered agricultural holdings are eligible to use the incentive funds
of the Ministry of Agriculture. The goal of keeping the register is to monitor the
implementation of incentive measures in agriculture and achieve the appropriate European
standards in terms of keeping the analytical data in the field of agricultural policy.

Since 2004, the entry into registry is conducted by the Ministry of Agriculture, Forestry and
Water Management in cooperation with the Ministry of Finance of the Republic of Serbia —
Treasury Administration, which has the necessary infrastructure throughout the Republic of
Serbia for the daily updates.

Establishing the Directorate for Agrarian Payments (Directorate), as an independent unit
within the Ministry, provided a legal basis for the Register of Agricultural Holdings to be kept
in the Directorate. However, due to lack of financial resources the decision was made for the
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register to remain in the Treasury Administration of the Ministry of Finance, while the owner
and user of information is the Directorate for Agrarian Payments.

The current Rulebook on the manner and conditions of making entries and maintaining the
register of agricultural holdings (Official Gazette of RS, No. 111/09 and 21/10) defines an
agricultural holding to mean a holding with at least 0,5 hectares of agricultural land in the
territory of the Republic of Serbia where farmers, companies, cooperatives, other legal
entities such as institutions, schools, monasteries, churches and other organizations and
entrepreneurs are engaged in agricultural production. A holding with less than 0,5 hectares
may be entered into the Register if the holder is engaged in livestock, vineyard or vegetable
production (glasshouses and greenhouses) or other forms of agricultural production (fish
farming, cultivation of mushrooms, snails, bees) on it.

The agricultural holder is to be entered into the Register and when a farmer is subject to
registration, which is a natural person, members of the family farm may also be entered.

The plots are entered in the Register on the basis of written statements from the single real
estate records of the Republic Geodetic Authority (cadastre and land registry). The user of the
specified agricultural land may be determined based on property rights, on the basis of a
decision — certificate of consolidated title and on the basis of the lease or granting of
agricultural land for use free of charge (usually between family members).

Registration of an agricultural holding in the Register is voluntary and on the registration the
agricultural holding is assigned an agricultural holding number (AHN) to form the
administrative file of the holding which is permanently stored. The data from the Register
may be provided to third parties only in aggregate form.

Every year the renewal of registration is done at the request of the holder.

Agricultural holding in the registry may be in active or passive status. This is important from
the aspect of the beneficiary of budget funds, as only an active holding is eligible for using of
the incentives.

The status of active holding is lost, among other things, in the case of non-compliance with
the regulations relating to: discharges and disposal of hazardous and harmful substances on
agricultural land and in drainage canals, failure to exercise control of fertility of arable land
and not keeping records of the quantity of mineral fertilizers and pesticides introduced in the
arable agricultural land from cadastre class one to five, and on animal identification.
Respecting these rules provides for setting up the control of implementation of legal
standards that apply to agro-environmental measures, which will form the basis for future
implementation of cross compliance system as a condition for the use of incentives.
Returning to the status of an active agricultural holding lasts from one to three years
depending on the type of regulation that was not met.

- the method and frequency of information transmission to
beneficiaries/general public (on applications and on other general agricultural
and rural development issues).

In the Ministry of Agriculture, Forestry and Water Management there has been active the
public relations service, through which communication with customers and the media (daily
newspaper, TV stations, scientific journals ...) is performed, and all the activities of the
service that contribute to the dissemination of information are available on the website of the
Ministry. Through the info centre (call centre), in the Ministry, the users have daily access to
all the latest information.

During the preparation of the Programme for allocation of funds intended for structural
incentives in agriculture, a public hearing is conducted on the territory of the Republic,
organized by the Network for Rural Development Support within community forums (in 16
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regional and 146 district offices evenly distributed in the territory of the Republic). The
participants are individual farmers, representatives of farmers' associations, processing
industry, regional chambers, institutions and employees of the Ministry.

After the adoption of specific regulations (which are available on the website of the
Ministry), the detailed information on the procedures of applying for the incentives and other
current issues related to agriculture is given through the network of rural development offices
and agricultural extension services in the territory of the Republic.

The Ministry publishes an annual Bulletin, which provides all the necessary information to
the beneficiaries relating to excercising the rights to incentives. It also contains the conditions
of the open competition for allocation of the incentives, and an example of the completed
form which should be attached to the application for the competition, which facilitates for the
beneficiaries the process of application for the incentives. The Bulletin is delivered to the
home address to all the registered agricultural holdings or is available in the head offices of
agricultural extension services.

The Ministry also publishes an annual brochure presenting the most significant data and
current information concerning the field of agri-food production in Serbia.

Informing of the beneficiaries is done through TV stations in the regular weekly news
programmes devoted to agriculture, in which the representatives of the Ministry participate as
guests.

Since 2010, the Sector for Rural Development has been informing the beneficiaries and the
general public on the preparation of NRDP and anticipated measures through an information
campaign organized at the national, regional and local levels. For this purpose, a
Communication and Visibility Plan has been developed providing promotional activities of
NRDP through organizing presentations, distribution of brochures, advertising promotional
materials and appearances in radio and TV broadcasts.

2. Please provide general information on the trade policy and mechanism applied
in Serbia regarding agricultural products including bi-lateral and multi-lateral
agreements, import/export schemes, tariff quotas, systems of licenses, safeguard
clauses etc, as well as operational structure in place; please also specify whether
the EU Combined Nomenclature is applied. (Product specific measures should be
described under section II).

Within the substantial trade liberalization, aimed at accelerating integration into the
international community and approaching global capital markets, the Republic of Serbia, in
2001, significantly reduced the then applicable tariffs for all commodities including agriculture
as a whole. ? In this process of liberalization and deregulation, other significant changes have
also been made. The import and export quotas,” licenses and other forms of restriction of
exports and imports of agricultural products were abolished.

The process of Serbia's accession to the WTO, and within that process the consolidation of
forms and levels of tariff protection for agriculture, has been initiated. Trade liberalization
within the region has been continued through bilateral free trade agreements in which
significant agricultural concessions have been approved, later integrated into Agreement on
Free Trade in Central Europe - CEFTA 2006 (in further text CEFTA 2006).

Customs Tariff Law (“OG of FRY”, No. 23/01 and 40/01)
*Except for the import quotas according to the agreements on free trade and for the execution of the quota for
the export of sugar to the European Union.
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In the process of Serbia's accession to the World Trade Organisation, tariff protection is being
consolidated in its entirety, the highest bound rate level (Bound rate at date of accession and
Final Bound Rate) is being determined, expressing the specific duties in EUR/u.m. Thus the
tariftf protection of agriculture of the Republic of Serbia will become predictable and
transparent without possibility to increase the tariff levels by national legislation.

General information on commercial policy and mechanisms applied in Serbia concerning
agricultural products

Tariff protection, trade measures, export incentives: Agriculture of the Republic of Serbia
is protected with three forms of customs duties, i.e. import protection for agricultural and food
products in the Republic of Serbia is regulated by three laws. These are:

- Law on Customs Tariff, with the Customs Tariff constituting its integral part (Official
Gazette of RS, No. 62/05, 61/07 and 5/09), provides ad valorem customs duties of duty for all
commodities, including agricultural products, fish and fishery products and food products;

- Customs Law (Official Gazette of RS, No. 73/03, 61/05, 85/05, 18/10) according to which
the seasonal duties are prescribed — for a number of products in the field of flowers, vegetables
and fruits. These are ad valorem customs duties at a uniform rate of 20%;

- Law on special charges on import of agricultural and food products (Official Gazette of FRY,
No. 90/94) pursuant to which special charges (specific custom duties) on imports of certain
agricultural and food products are prescribed.

All the three forms of tariff protection are applied according to the principle of MFN (Most
Favoured Nation), on the basis of the Law on Customs Tariff, which is in accordance with the
Harmonized Commodity Description and Coding System, fourth edition (2007) and
Amendments to the Harmonized System Nomenclature effective from 1 January 2007.

Seasonal customs duties amounting to 20% are applicable for precisely defined season
(determined period during the year), which is characterized by the yield of these products, and
are intended to ensure the stability of domestic production and market of these products.

They cover 51 tariff lines on the erga omnes basis, and for imports from the European Union
9 tariff lines because in the first year of the implementation of Interim Agreement on Trade
and Trade-Related Issues, these duties were completely eliminated for 42 tariff lines (Annex 1
— Trade Policy, Table 1 Overview of seasonal tariffs for agriculture).

Specific customs duty in the national legislation is referred to as special charge on imports of
certain agricultural and food products. * The level of specific customs duty is prescribed by the
Government's Decision. The amounts are determined in absolute amount in dinars per unit of
measure. Significant adjustment of the levels of these customs duties was made in 2003, and
they have not been increased since then, while for imports from the European Union they were
corrected downwards, for some groups of products, starting from 2005.

(Annex 1 — Trade Policy, Table 2 Review of tariff for the specific duties).

Review other trade measures applied to foreign trade in agricultural products: Pursuant
to Article 14 (1) and (3) of the Law on Foreign Trade (Official Gazette RS, No. 36/09), the
Government adopted the Decision on Determining Goods Subject to Issuance of Specific
Documents on Importation, Exportation and Transit ("Official Gazette", No. 7/10), which

*Decision on the level of special charges on imports of agricultural and food products (OG RS, No. 45/03,
56/03, 115/03, 16/04 , 48/04, 23/05, 56/05, 72/05, 38/06, 53/06, 118/07,126/07, 21/08, 61/08, 50/09, 59/09 u
109/09)
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includes six tariff lines for agricultural products falling into opiates, that require licenses for
export, import or transit issued by the ministry responsible for public health, as well as one
tariff line representing the waste material (poppy straw). (Annex 1 — Trade Policy, Table 3
Product for which the export, import, or transit the basis of permits).

The same decision stipulates that the import or transit of consignments of animals, products of
animal origin, food of animal origin, feedstuffs and accompanying objects is performed upon
license issued by the Ministry of Agriculture, Forestry and Water Management in accordance
with the Veterinary Medicine Law ("Official Gazette" No. 91/05, 30/2010).

Export and import or transit of protected wild plant and animal species, their parts and
derivatives are also mentioned in the said Decision — these are carried out in accordance with
the Law on Ratification of the Convention on International Trade in Endangered Species of
Wild Fauna and Flora (Official Gazette of the FRY - International Treaties , No. 11/01), Law
on Nature Protection (Official Gazette of RS, no. 36/09), Regulation on Putting Under Control
the Use and Trade of Wild Flora and Fauna (Official Gazette of RS, no. 31.5, 45/05, 22/07 and
38/08), Regulation of Protection of Natural Rarities (Official Gazette of RS, no. 50/93 and
93/93) and Rulebook on the Transboundary Movement and Trade in Protected Species
(Official Gazette, No. 99/2009).

Reduction of customs duties and exemption from customs duties on imports: The
Customs Law provides a basis that allows the existence of the institute (adoption of measure)
to reduce the customs duties on imports of certain goods (for 2010, the Decision to Reduce the
Customs Duties on Imports of Certain Goods "Official Gazette" No. 27/10). Of agricultural
commodities, this Decision relates to Mixtures or preparations of fats or vegetable oils or of
fractions of different fats or oils, the tariff line 1517 90 99 00, where the MFN tariff is reduced
to 15%. According to the same Decision, the imports of the processed tobacco in the value that
correspond to the total value of processed tobacco produced or purchased in the Republic of
Serbia in the current year shall be exempt from customs duty.

Export duties: The Republic of Serbia does not apply customs duties on exports of
agricultural products.

Export subsidies: Annual Government regulations on the use of funds for subsidies to
producers of agricultural and food products that are adopted on the basis of the Law on budget
of the Republic of Serbia for the current year, provide export subsidies in agriculture .

The amount of financial incentives by groups of products ranges between 5% and 20%,
depending on the product (Annex 1 — Trade Policy, Table 4 Overview of the amount of export
subsidies by product groups), and the basis for calculation of funds for subsidies is the dinar
equivalent of foreign exchange collected for the exported goods after the deduction of foreign
costs (bank charges, fees, commissions and transportation, insurance, the amount of customs
levies paid for goods imported for the production of export commodities, etc.). The base is
determined using the official middle exchange rate applicable on the day of submitting
calculation to the National Bank of Serbia.

At the request of WTO members, the Republic of Serbia, in the process of its accession to
WTO, has committed to abolish export subsidies in agriculture upon the date of accession.

Other measures influencing on foreign trade: Law on Foreign Trade (Official Gazette RS,
No. 36/09) stipulates that measures having influence on foreign trade are carried out in
accordance with WTO rules, EU regulations and obligations under international agreements.
This provision applies to all goods including agriculture. The law also provides for the
possibility of introduction of quantitative restrictions in the event of critical shortages of basic
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products, or to mitigate the effects of critical shortages. Such measure was applied only in
2007 — Regulation on the Temporary Restrictions on Exports of Certain Types of Goods
(Official Gazette No. 73/07) which banned exports of wheat, corn, soybean and sunflower in a
certain period.

Bilateral free trade agreements — agricultural concessions (Free Trade Agreement - FTA)

Albania: Agricultural concessions were arranged so that they were made two in two lists of
sensitive products each, the concessions for their exchange being given in the form of annual
duty-free quotas, after the exploitation of which MFN tariffs are applied . Coverage of these
lists is asymmetric in favour of the Serbian side both according to the number of products and
the volume of quotas (quotas cover about 15% of tariff lines). As for the imports of
agricultural products outside the lists, MFN tariffs are applied (full liberalization covers 22%
of total tariff lines of agriculture, including fish and fish products). This Agreement entered
into force on 1 August 2004, and concessions were transferred as such to CEFTA 2006.

Bosnia and Herzegovina: Free Trade Agreement with Bosnia and Herzegovina came into
force on 1 June 2003 and was in preparation until the conclusion of the CEFTA 2006.

Croatia: Agricultural concessions covered all agricultural products, including fish and fish
products. This Agreement was valid from 1 July 2004 until the entry into force of CEFTA
2006.

Macedonia: With the Republic of Macedonia, FR Yugoslavia concluded an agreement on
trade on 4 September 1996, which has characteristics of a free trade agreement. It had been
applied in the period since 4 October 1996. Although that FTA contained basic principles of
WTO, the review procedure was launched in order to fully comply with WTO requirements,
European Union standards and guidelines of the Memorandum of the Stability Pact. New FTA
(Free Trade Agreement) came into force on 1 May 2006 and brought full liberalization of trade
in agricultural products.

The Republic of Moldova: The Agreement entered into force on 1 September 2004.
Agricultural concessions, including fish and fish products were approved for the list: for 97%
tariff codes, full liberalization was agreed, and for 3,1% tariff lines, quotas with preferential
duties were established . The quotas are symmetrical with preferential duty within quota at
levels from 0% - 15% (wine, spirits and tobacco).

Bulgaria: The Agreement with Bulgaria was in force from 1 September 2004 until the
accession of Bulgaria to the EU membership (1 January 2007). While the liberalization
included only about a third of total tariff lines for agricultural products, including fish and fish
products, with full liberalization of only 12%, mutual trade in these products has considerably
improved.

Romania: The Agreement with Romania was in force from 1 September 2004 until the
accession of Bulgaria to the EU membership (1 January 2007). The volume of mutual
liberalization included one third of tariff lines, 22% tariff lines out of that third being covered
with full liberalization.

Central European Free Trade Agreement — CEFTA 2006: Central European Free Trade
Agreement - CEFTA 2006 was signed in Bucharest on 19 December 2006, between Albania,
Bosnia and Herzegovina, Croatia, Macedonia, Moldova, Serbia and Montenegro, and
UNMIK/Kosovo. The network of bilateral agreements was thus replaced by a multilateral
regional free trade agreement that also included Montenegro, which become an independent
country in the meantime, and UNMIK/Kosovo as a separate customs territory within the
Republic of Serbia.

For agricultural products, the mutually approved tariff concessions were transferred from
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bilateral agreements (FTAs) . Annex III to the Agreement contains agricultural concessions
given in eight-digit tariff codes. At the same time, the provisions of Article 10 of the
Agreement stipulate that until 1 May 2009 the CEFTA members consider the possibility of
granting further concessions in agriculture in order to establish a free trade zone between all
the parties signatories to this Agreement not later than 31 December 2010.

In accordance with the provisions of Article 10 (3) of the CEFTA Agreement, in 2009, further
liberalisation of the exchange of agricultural products within CEFTA partnership was being
harmonised. Obligation of the Republic of Serbia for approval of further agricultural
concessions related to the exchange with Albania, Croatia and Moldova, since with other states
parties there has already been established full liberalization of trade in agricultural products.
Serbia agreed with Moldova and Albania on full liberalization of mutual trade in agricultural
products, and with Croatia, a significant improvement of the existing concessions for
agricultural products. In accordance with the conclusions of the meeting of the Joint
Committee held in Podgorica, on 29 October 2009, the signing and ratification of the
Additional Protocol and implementation of the results of negotiations on liberalization of
agricultural trade are expected to start no later than 1 July 2010.

Russian Federation: The free trade agreement with Russia was signed on 28 August 2000,
and it was ratified on 9 May 2001. The agreement entered into force on the date of signing.
Agricultural concessions are asymmetric in favor of the Russian side. The list of agricultural
products imported from the Russian Federation exempted from the regime of free trade does
not contain any agricultural products on the Serbian side, while the list of agricultural products
imported to the Russian Federation from the Republic of Serbia exempted from the regime of
free trade includes seven groups of products.

The arrangement on further liberalization has been achieved only at the beginning of 2009 and
it has been in force since 3 April 2009. By that liberalization, the following products or
product groups were eliminated from the list of exemptions from free trade regime (or agreed
upon for duty-free exchange): 1601.00 — sausages; 17.04 — sugar confectionery (including
white chocolate); 18:06 - chocolate and other food products containing cocoa; 2009.70 — apple
juice; 2203.00 — beer; 2204.21 — other wine of fresh grapes. The list of exemptions from free
trade of agricultural products imported to the Russian Federation from the Republic of Serbia
still contains seven product groups.

Currently, harmonization of the new Protocol on exemptions from free trade regime to
harmonise the trade of the Republic Serbia with the Customs Union of the Russian Federation,
the Republic of Belarus and the Republic of Kazakhstan is underway. This change will further
increase the asymmetry in agricultural concessions to the detriment of the Serbian side.

The Republic of Belarus: Serbia and Belarus signed the Free Trade Agreement on 30 March
2009. It entered into force on the date of signature, and it was ratified by the National
Assembly of the Republic of Serbia in December 2009 (Official Gazette of RS, No. 105/09).
By this Agreement, full trade liberalization has been agreed (mutually), except for three groups
of products that are mutually excluded from the free trade regime, such as: white sugar,
alcohol and cigarettes (1701.99 10 00, 22.07, 22.08 and 24.02). According to the current
Customs Tariff of the Republic of Serbia, it accounts for about 7% of the total number of tariff
codes related to agriculture.

In 2010, harmonisation of the amendments to the list of products exempted from the free trade
regime was started, with the aim of adjusting the trade of the Republic of Serbia to the
Customs Union of the Russian Federation, the Republic of Belarus and the Republic of
Kazakhstan. This change will further increase the asymmetry in agricultural concessions to the
detriment of the Serbian side.

The Republic of Kazakhstan: In order to adjust the trade of the Republic of Serbia with the
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Customs Union of the Russian Federation, the Republic of Belarus and the Republic of
Kazakhstan, the Republic of Serbia has concluded a free trade agreement with the Republic of
Kazakhstan. The implementation will commence on 1 January 2011. Agricultural products to
be exempt from the regime of free trade on both sides are white sugar, alcohol and cigarettes
(1701.99 10 00, 22.07, 22.08 and 24.02) and certain tariff lines covering some types of cheese.
The Republic of Turkey: The initiative to conclude a bilateral Free Trade Agreement
launched by the Turkish side in 2002 was accepted by the Republic of Serbia only after the
initiating of the Stabilization and Association Agreement with European Union, considering
that in Chapter III, Articles 17 and 18 of SAA, Serbia undertook to conclude the Free Trade
Agreement with the Republic of Turkey.

Free Trade Agreement between Serbia and Turkey was signed on 1 June 2009, and both sides
have started its implementation since 1 September 2010.

The liberalization of the trade in agricultural products as opposed to industrial products ) is
not exhaustive. A narrowed scope of liberalization in the framework of preferential quotas was
agreed. All the products, i.e. product groups for which the trade liberalization was agreed, are
related to the products of plant origin, as well as for fish. Products of animal origin are fully
exempted from liberalization.

Agricultural concessions were granted in the framework of preferential quotas with
preferential duties. These quotas were agreed for a total of 68 product groups.

Free Trade Agreement between the Republic of Serbia and the countries of the
European Free Trade Association (EFTA): Signed on 17 December 2009.

As EFTA countries do not have a common agricultural policy, concessions for primary
agricultural products were negotiated bilaterally with each member individually. Each
agreement has two lists that contain mutually approved concessions for agricultural products
in accordance with the interests of signatories.

EFTA states provide the most favorable market access for processed agricultural products to
the European Union. Concessions for the processed agricultural products are approved to the
Serbian side by each Contracting Party individually. The level of concessions provided by the
Republic of Serbia to EFTA countries is approximate to the level of liberalization that has been
approved to the EU under the SAA for the second or the third year of implementation,
depending on the product and the level of interest of both parties.

In terms of access to market of fish and fish products, EFTA countries have almost entirely
given free access (asymmetrically) to their market since the day of the entry into force of the
agreement, and the Republic of Serbia approved the same treatment which was approved by
the EU for fish and fish products under the SAA.

In accordance with Article 44 of the Free Trade Agreement between the Republic of Serbia
and the countries of the European Free Trade Association (EFTA), the Republic of Serbia and
the Swiss Confederation and the Principality of Liechtenstein began the implementation as of
1 October 2010. Norway and Iceland have not yet implemented procedures for the ratification
of this Agreement.

Tariff quotas according to free trade agreements

The Republic of Serbia applies only one model of quota allocations, on a first come, first

’Liberalisation of the trade in industrial products was solved identically as in Stabilisation and Association
Agreement with EU. That means that the Turkish side completely abolishes duties on industrial products from
Serbia, and Serbia does it gradually, according to the agreed dynamics.
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served basis — a method that is transparent and does not require any paperwork. Utilization of
quotas is recorded, written off, at customs clearance of imported goods with reference to
appropriate agreement on free trade and is automatically updated. Review of utilization of
quotas is available on the website of the Customs Administration of the Republic of Serbia
(www.upravacarina.rs)

This model of quota allocation is applied to the realisation of preferential quotas according to
all free trade agreements and at the implementation of preferential quota for the import of wine
from the European Union agreed within the Interim Agreement on trade and trade-related
matters between the Republic of Serbia and the European Union.

Implementation of the Interim Agreement on trade and trade-related matters between the
Republic of Serbia and the European Union (Unilateral implementation of the Interim

Agreement)

Implementation of the Interim Agreement on trade and trade-related matters concluded

between the Europea Union and the Republic of Serbia began on 30 January 2009, ¢ but both
sides confirmed 01 January 2009 as the date on which all the transition periods shall
commence.

The first year of implementation of the Interim Agreement (reduction of ad valorem
duties): According to the Law on Amendments to Customs Tariff Law, the Government
passed a Regulation on the harmonization of the Customs Tariff for 2009 (Official Gazette of
RS No. 10/2009). Customs duties on imports from the European Union, have been reduced to
the level established by the provisions of the Interim Agreement on trade and trade-related
matters, for the first year of implementation. At the same time, ad valorem duties on both
industrial and agricultural products were reduced. This was the beginning of the process of
trade liberalization on imports of goods from the EU. However, the liberalization of
agricultural trade under the provisions of the Interim Agreement provided for the first year of
liberalization, was fully implemented from 18 July 2009. (Annex 1 — Trade Policy, Table 5 -
Overview reduction of tariffs, specific tariffs and seasonal tariffs, agricultural primne for the
first year of the Interim Agreement on trade)

The second year of implementation of the Interim Agreement: Unlike 2009, when the
reduction of agricultural tariffs applied to imports from the European Union was gradual and
delayed, for 2010, all the necessary regulations were issued timely. The implementation was
ensured from 1 January 2010. (Annex 1 — Trade Policy, Table 6 - Overview reduction of
tariffs, specific tariffs and seasonal tariffs to 2010)

The third year of implementation of the Interim Agreement: On the basis of the
agreements from the first meeting of the Sub-committee on Trade, Customs and Taxation
concerning the implementation of ITA held in Belgrade, on 22 June 2010, in 2010, the
corrections of customs duty rates were made for products contained in Annex II to Protocol 1
(processed agricultural products) and Annex V (fish and fishery products) of the Interim Trade
Agreement with the EU, by reducing the ad valorem duties to a level that results from the
agreed liberalization listed in column (5), named "2010" - Regulation on the harmonization of
the nomenclature of the Customs Tariff for 2010 (Official Gazette of RS No. 66/2010). This
Regulation entered into force on 1 October 2010.

For primary agricultural products, the third year of trade liberalization with the EU according

SAt the first session of the Board for implementation of the Interim Trade Agreement, held in Belgrade on 2
March 2010, both sides confirmed that the date on which all the transition periods from the ITA shall commence
as of 1 January 2009.
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to the ITA is 2011. In that regard the Government of the Republic of Serbia on 18 November
2010 adopted Regulation on Harmonization of Customs Tariff Nomenclature for 2011
(Official Gazette of RS No. 90/2010.) effective from 1 January 2011. The Regulation contains
reduced levels of ad valorem duties on imports from the European Union in accordance with
the provisions of the Interim Agreement on trade and trade-related matters for the third year of
implementation of this Agreement for primary agricultural products, and for processed
agricultural products, ad valorem duties are reduced to a level that results from the agreed
liberalization specified in column (5), named "2010" Annex II to Protocol I (Serbian
concessions for processed agricultural products PAP's) and Annex V (Serbian concessions for
fishery products).

At the same time the Decision on determining agricultural and food products subject to special
charges at importation and on the amount of special charges (specific duty) has been prepared.
This decision will come into force on 1 January 2011. It contains reduced levels of specific
duties on imports from the European Union in accordance with the provisions of the Interim
Agreement on trade and trade-related matters for the third year of implementation of this
Agreement for primary agricultural products, and for processed agricultural products, specific
duties have been reduced to a level that results from the agreed liberalization specified in
column (5), named "2011" Annex II of Protocol I (Serbian concessions for processed
agricultural products PAP's) and Annex V (Serbian concessions for fishery products — one
tariff code, live carp). (Annex 1 — Trade Policy, Table 7- Overview reduction of tariffs, specific
tariffs and seasonal tariffs in 2011).

The level of liberalization of agricultural trade with the European Union by the end of
the application of the transitional period: During the five-year transitional period,
agricultural trade with the EU will be liberalized in a very high percentage. For primary
agricultural products (AGRI) the last year of transitional period is 2014, and for processed
agricultural products (PAP's) and concessions for fishery products, the year 2013.

The average import protection of agriculture, for imports from the European Union with about
23,2% for agriculture as a whole, at the end of the transitional period will amount to only 3%
(approximately). Measured by the average volume of imports, 75% of trade will be fully
liberalized. For about 15% of trade, the customs duties will be reduced to 10% up to 20% of
applicable MFN duty, and for 12% of trade, MFN customs duties will be kept also after the
transitional period.

View of the current status of negotiations for the Customs in agriculture in the process of
Serbia's accession the WTO (WTQO)

The Republic of Serbia negotiates on a bilateral level on the access to agricultural markets
with the WTO members concerned, on the basis of offer on agriculture tariffs, and with the

aim to consolidate tariff protection for agriculture.8. The Republic of Serbia has submitted an
Initial Offer for tariffs in agriculture in June 2006, which was revised in September 2007 in
accordance with the conducted bilateral negotiations with WTO members seeking reduction
contained in the initial offer and in accordance with the consultations conducted with the
European Commission. Now the negotiations on market access are conducted on the basis of

"This Regulation brings national Customs Tariff in line with the 2011 EU Combined Nomenclature
(Commission Regulation (EC) No 861/2010 of 5 October 2010 amending Annex to Council Regulation (EEC)
No. 2658/87 on the tariff and statistical nomenclature on the Common Customs Tariff — Official Journal of the
European Union, No. L 284 of 29 October 2010.), which will be effective as of 1 January 2011.

*Ministry of Agriculture negotiates also tariffs on fish and fish products, although they are contained in the Offer
on the industry tariffs.
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the revised offer.

The Republic of Serbia has concluded bilateral protocols on goods, within which also for
agriculture, with the European Union, Switzerland, Norwayg, Honduras, Korea and Canada,
while still negotiating with the USA, Brazil, Ecuador, El Salvador, Panama and Ukraine
(Ukrainian requirement is the most comprehensive of all claims that the Republic of Serbia has
received throughout the process of WTO accession).

There is almost no tariff line for which some of WTO members did not ask a lower level. If all
so far submitted requests to lower the level of the offered tariffs for agriculture were accepted,
the average binding level of tariffs on agriculture, on the date of Serbia's accession to the
WTO, would be only 8,4%.

3. Please provide a description, including financial details, of measures (State aid)
or any other policies specifically applied in the sector of primary agricultural
production, processing and marketing of agricultural products, as well as in the
forestry sector (but not covered elsewhere in replying to this questionnaire). This
should include direct and indirect input subsidies; social policy measures primarily
directed to the agriculture sector; tax policy measures primarily directed to the
agriculture sector; policies directed to privatisation of land and other factors of
production (including the agro-food processing sector); measures which are aimed
at developing a land market; credit subsidies; risk management tools and others.

Direct and indirect input subsidies

Incentive measures — subsidies for inputs, that are applied in the sector of primary
agricultural products are described in the answer to question No. 14 — Direct payments
according to hectare and Direct payments by head of cattle.

Social policy measures primarily directed to the agriculture sector

Measure: SUPPORT TO NON-COMMERCIAL FARMS

Legal basis:

- Budget Law of the Republic of Serbia

- Regulation on the use of incentives for non-commercial farms (Official Gazette of RS, no.
8/06, 17/08)

Objective and description of scheme: The objective of the measure is to ensure support to
the living standard of people dependent on agriculture, and who are unable to follow
economic reforms with their development.

Criteria: Natural person, owner of a non-commercial farm registered in Register of
Agricultural Holdings with the capacity of the Insured to the Republic Fund (PIO) and with at
least 10 years of work experience with pension insurance in PIO, and member of the
household older than 55 with the same condition of the insured. It is realized through an
annual payment of the scheduled amount of support.

Payment and regional difference: In 2006, payment was made in the annual grant amount
of 40,000 dinars (per holder and a member of the household), in 2008, in the annual grant of
40,000 dinars per farm, unique in the entire territory of the Republic of Serbia.

Table 7 Disbursed funds for this measure

*The requirements were related only to fish and fish products
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Year 2006 2008

The amount of support, RSD 40,000 40,000

Total amount paid, in thousands of RSD 3,450,680 1,187,460

Administrative scheme: Application for use is submitted to the Ministry of Finance —
Treasury Administration, with confirmation of the status of beneficiary of the Republic Fund
for Pension and Disability Insurance of Farmers.

Supervision: Ministry of Agriculture, Forestry and Water Management.

Tax policy measures primarily directed to the agriculture sector

Measure: REDUCTION OF GENERAL VALUE ADDED TAX RATE

Legislative basis:

- Law on Value Added Tax ("Official Gazette of RS, No. 84/04, 86/04, 61/05 and 61/07).
Objective and description of scheme: In order to reduce the expenditure of population for
food and secure more favorable conditions for purchasing basic inputs for agriculture, the
general value added tax rate of 18% was reduced to 8% for the following products: bread,
milk and dairy products, flour, sugar, edible sunflower oil, maize, frozen fruits, vegetables,
fish, eggs, cereals, industrial crops, fertilizers, plant protection products, planting material,
complete feed mixtures.

Supervision: Ministry of Finance - Tax Administration.

Measure: REIMBURSEMENT OF EXCISE DUTY ON PURCHASED FUEL
Legislative basis:

- Law on Excise Duties ("Official Gazette of RS, no.: 22/01,....31/09).

Objective and description of scheme: Reimbursement of excise duty on purchased diesel
fuel that was paid during the purchase of fuel to the quantity needed for processing of land by
farms that are entered in RAH. The reimbursement is made in the amount of the excise
tax paid, reduced by net of 1 dinar per liter of diesel fuel for handling costs.

Criteria: An agricultural holding can purchase diesel fuel for tractors with the right to
reimbursement of excise tax paid, for the calendar year, in the highest amount of 60 liters per
hectare of land entered into the RAH, with the attached fiscal receipt.

Administrative scheme: A written request is submitted not before the tenth day of the month
after the month in which the diesel fuel was procured to the competent organizational unit of
the Treasury Administration according to the place of entry of the holding into the Registar.
The Treasury Administration, after comparing data from the request with data from the fiscal
receipt, or invoice, within five days after the receipt of the request, produces an order for
making reimbursement.

Supervision: Ministry of Finance

Policy directed to privatisation of land and other factors of production (including agro-food
processing sector); measures aimed at the development of land markets

Process of privatization of companies in the Republic of Serbia, which started in early
nineties, covered different periods and methods. Adoption of Privatization Law, Law on the
Agency for Privatisation and Law on the Share Fund (2001) provided the legal framework for
the work of ministries and all other entities (institutions) authorised to execute the process of
privatization in all sectors of the economy. The main responsible entities for the
implementation of this law are the Agency for Privatisation and Share Fund.

A new concept of privatization included the field of agriculture and agro-industry, and is
based on the model of selling that provides for the establishment of two markets: company
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market (sales at auctions and tenders) and capital market (sale of shares on the stock
exchange).

In the period from 2001 to 2010, eleven (11) companies in the area of primary agriculture
were sold using tender method. Tender method was planned to be used for selling the
strategically important companies (former agricultural complexes), which possess 5-6
thousand hectares agricultural land on average, and with an average of about 300 employees.
A number of 148 small and mid-sized companies were sold at auctions, while 37 companies
completed the privatization process in the capital market. On the capital market, the shares
of companies that began their ownership transformation under the Law on Ownership
Transformation of 1997 were sold.

In the period before 2000, in the field of agrarian economy, most public companies from the
food industry were involved in the ownership transformation. The current concept of
privatization in this area meant the continuation of privatization through the sale of state
shares in the capital market and through the market for selling companies at auctions and
tenders.

In the field of agro-industry twenty-one (21) enterprises were sold by public tender and
most important means were provided by the sale of tobacco manufacturers, from foreign
buyers. On the capital market, by selling the state-owned stakes in the stock exchange, the
most significant selling of food companies was carried out, which began the privatization
process under the old law. The tender method was planned for selling strategically important
companies, while 100 small and mid-sized companies were sold at the auction and 134 of
those were sold in the capital market.

The results of privatization in the area of the entire agrarian economy in the period from 2001
to 2010 are as follows:

- 32 tenders — 11 companies of primary agriculture industry and 21 companies of food
industry (4 of them involved in manufacturing of grain mill products, 5 in sugar production, 1
in production of dairy products, 1 in fruit and vegetable processing, 1 in production of fats
and oils, 2 in confectionary products, 4 in production of beverages, 2 in production and
processing of tobacco, and 1 in production of animal feed);

- 226 auctions — 126 companies of primary agriculture industry and 100 companies of food
industry;

- 171 privatizations on the capital market — 37 companies of primary agriculture industry and
134 of food industry.

The privatization process in agriculture took place in parallel with other industries under the
current concept, but that process in the field of agriculture shows certain specificities relating
to the ownership and the use of agricultural land.

In the Republic of Serbia, before the start of privatization, there were four forms of
ownership of agricultural land, such as: private, cooperative, social and state ownership.
Private ownership included around 81% of agricultural land, while the remaining 19% were
in cooperative, social and state ownership. Agricultural land as an asset of common interest,
which was used by agricultural enterprises, could be in the state and social ownership.

In the total agricultural land, also before the process of ownership transformation, the
dominant form of ownership was private ownership, which currently accounts for 89%.
According to the 1992 Law on the Manner and Conditions for Acknowledgment of Rights
and Returning of Land, about 200 thousand ha were returned to private ownership. This
process was carried out under difficult circumstances due to the unstable registry, because the
establishment of real estate cadastre required a lot of time and considerable financial
resources. Submission of applications for the return of land (reprivatisation) under this law
ended in 2003. After the structural changes in our country, private, cooperative and public
ownership are guaranteed for agricultural land (Article 86). Public property is state-owned
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property of the Republic of Serbia, the property owned by the Autonomous Province, and
property of the units of local government. All forms of ownership have equal legal protection,
while public property is turned into private or state-owned property under the conditions, in a
manner and within time limits prescribed by the law on privatization. (Official Journal RS
No. 38/01, 18/03,135/04 , 45/05 and 123/07).

Privatization Law of 2001 covers also companies in the field of agriculture that used
agricultural land, for which procedures of tender and auction sales are carried out.
Agricultural land in state ownership defined as an asset of common interest was not subject to
sale during the privatization process until the ownership was completely defined and the
restitution process completed.

Law on Agricultural Land (Official Journal RS No.62/06 and Amendments to the Law on
Agricultural Land, Official Journal RS No. 41/2009.) regulates planning, protection and use
of agricultural land. This law, for the first time, stipulates that the state agricultural land can
be leased on the basis of market principles, or provides equal right to lease to all natural and
legal persons. This approach in the area of land policy is aimed at a comprehensive reform
and development of transparent land market.

The Law on Agricultural Land (Official Gazette of RS, no. 62/06, 65/08 — the second law and
41/09) defines that the agricultural land in state ownership cannot be alienated and that the
owner of agricultural land cannot be a foreign natural or legal person, unless registered in the
Republic of Serbia. Agricultural land in state ownership is disposed of and managed by the
state through the Ministry of Agriculture, Forestry and Water Management. Use and
management of agricultural land in state ownership is regulated by clear rights and
procedures.

According to this law, Agricultural Land Administration has been established as a body
within the Ministry of Agriculture, Forestry and Water Management, with the following
responsibilities: manages the state-owned agricultural land, establishes and runs information
system on agricultural land of the Republic of Serbia, allocates funds for the performance of
works and monitors implementing of the annual program of protection, organisation and use
of agricultural land, realises international cooperation in the fields of protection, organisation
and use of agricultural land, monitors the development of basis of the Republic and its
implementation, and performs other tasks related to planning, protection, organisation and
use of agricultural land.

The procedure of leasing state-owned agricultural land means that local government units
develop and adopt the Programme for use of agricultural land, which defines plan for the
lease of state-owned agricultural land. The programme is adopted by the competent body of
the unit of local government that defines the type and volume of work to be performed during
the period for which the programme is adopted, the dynamics of the works and investing in
agricultural land.

The annual programme of local government units contains data and plans relating to the use
of agricultural land owned by the Republic of Serbia, i.e. the Plan for the use of state-owned
agricultural land (land leasing). At the level of the local government units commissions are
formed to participate in the development of programmes that are passed at the Municipal
Assembly of the local unit. Following the adoption of the Programme, the Commission is
formed, which invites bids (auction or written offer) and makes a proposal for the decision on
the highest bidder. By adopting the decision on the highest bidder, the Ministry signs a
contract for the lease of the state-owned agricultural land. The leasing period is defined by
law and may not be shorter than one year or longer than 20 years, and for fish farms and
vineyards 30 years. Funds generated from leasing the land, amounting to 60% is the revenue
of the budget of the Republic of Serbia, and 40% is the revenue of the budget of the local
government authority in which territory is the state-owned agricultural land. If the revenue is
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generated on the territory of the Autonomous Province, 30 % of the lease is the income of the
budget of the AP, and 30% of the Republic budget. Funds generated from leasing the state-
owned land are intended for organisation and protection of agricultural land at the territory
where the land is.

Restitution of the confiscated property, which applies also to agricultural land, began in 2001,
by reporting and recording of the confiscated property. An institution was established to be in
charge of the whole process which is the first level of implementation of the Law on
Restitution to make full restitution of property to former owners.

Land reform and the privatization process in the past has caused the creation of a new
ownership structure in agriculture. General characteristic of these processes is the decrease in
size and number of state collective farms. The privatization process led to the creation of new
private and corporate associations (joint stock companies) in agriculture

Prior to the year 2000 Serbia had an obstacle for the development of land market that resulted
from the lack of clear ownership rights and land registration system that was not up to date.

In the past period, Serbia has taken certain measures and activities to improve land market
and provide an important prerequisite for the development of agriculture in a market
economy, which implies certain ownership rights and lease of agricultural land. Certain right
of ownership is a precondition for the development of a market that works, both in terms of
sale and in terms of land tenure. Serbia currently has an active market of lease and sale of
agricultural land. With the adoption of the Law on Agricultural Land and establishment of the
Administration for Agricultural Land, the market for lease of state-owned agricultural land
was established. Measures to improve land market:

- Partial restitution (1991-2003) and privatization of legal entities in the field of agriculture
(2001-2009) were made;

- Improved and accelerated land registration system (from 1 January 2005, the project for
development of real estate cadastre in the entire territory of the Republic of Serbia was
started);

- Reduced tax on transfer of absolute rights for the purchase of agricultural land (2.5%);

- Abolition of tax on lease of agricultural land,

- Adoption of Law on Agricultural Land which regulates the planning, protection,
organisation and use of agricultural land;

- Establishing the lease of state-owned agricultural land on market principles;

- Incentives for the lease of arable land (which is supported by the agricultural budget).

Measure: SUPPORT FOR RENTING OF ARABLE AGRICULTURE LAND

Legal framework:

- Law on Budget of the Republic of Serbia

- Law on Agricultural Land

- Regulation on the use of funds for the arable agricultural land leased in 2005, 2006, 2007,
2008 and 2009 (Official Gazette of RS, No. 21/2005, 15/2006, 80/2007, 31/2008, 26/2009
and 50/2009)

Objective and description of scheme: The objective of the measure is to ensure that
younger farmers taking land on lease consolidate their holdings and thus strengthen the
economy of their farms. At the same time, the income support for older-people households is
ensured. The tenant submits a request with the required documentation to the Ministry of
Agriculture, Forestry and Water Management, and after processing the documents concludes
the contract with the Ministry.

Criteria: Registered agricultural holdings — a natural person older than 65, who let on lease
the arable agricultural land for at least five years (an area of 0.5 to 10 hectares).

Payment: The corresponding amount of subsidies is paid once a year during the period of
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five years from the date of contract signing.

Table 8 Disbursed funds for this measure

Year: 2005 2006 2007 2008 2009 2010

Total assets, RSD | 21,750,000 | 27,250,000 | 31,918,000 | 73,306,000 | 48,402,000 | 129,750,000*

*planned in the current budget
Supervision: Ministry of Agriculture, Forestry and Water Management — Agricultural
Inspection

Credit subsidies

Since 2004, in order to support the development of credit market, the Ministry of Agriculture
has been establishing a model of short-and long-term loans for agriculture, under conditions
more favorable than the market ones.

According to the Regulation on establishing the Programme of measures for stimulating the
development of agricultural production for 2004, the budget funds were distributed through
the Development Fund of the Republic of Serbia, partly through commercial banks for short-
term and long-term loans, and partly directly through the Development Fund to agricultural
processing facilities. Credit beneficiaries are only registered agricultural holdings (natural
and legal persons). Short-term loans were granted 100% from the budget, and loan amount
depended on the area of land that they reported in the register of agricultural holdings, and
this was exclusively to natural persons. For the beneficiaries of short-term loans, the interest
rate was 5% with the repayment period of 12 months. This model of short-term loan was
applied every year until 2007, inclusive.

Long-term loans were granted to RAH by commercial banks for specific purposes: building
and purchasing of irrigation systems and equipment, purchasing of agricultural machinery,
establishing plantations of perennial plants, establishing glass houses and greenhouses, as
well as investing in livestock production. Banks contributed with 10-30% of their means, and
the Ministry of Agriculture with 70% - 90% of means (in 2004, bank contributed with 30% of
means, and in other years with 10% of bank means). Guarantee Fund issued guarantee for
80% of bank funds. Minimum amount for granting long-term loans was EUR 5,000 and a
maximum amount was EUR 200,000.

Repayment period for these loans is 5 years with a grace period that is included in the loan
repayment period and depends on the purpose (one to three years) and with the effective
interest rate of 3% per annum.

In the late 2005, the Fund for stimulation of the development of agricultural production in
Serbia was established as an evidence account in the Treasury general ledger. The Fund was
established to encourage the development of agricultural production by providing short- and
long-term loans to registered agricultural holdings via commercial banks. The Fund is
financed from the following sources: funds provided in the budget of the Republic of serbia
for the current year, funds generated from the repayment of loans and other means.

Banks made repayments on short- and long-term loans into the sub-account of the Fund for
stimulation of the development of agricultural production in the Republic controlled and
administered by the Ministry of Agriculture, Forestry and Water Management and the
Ministry of Finance — Treasury Administration.

In 2008, the system of long-term loans changed, so that banks contribute with about 80-90%
of funds for credit, and the Ministry with 10 - 20% grants (depending on the purpose).
Short-term loans in 2008 were granted to natural persons — registered agricultural holdings
from the resources of the banks. Ministry of Agriculture contributed to subsidizing the
interest so that the end user paid the interest at 5% per annum. Credits were granted for
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financing of working capital invested in agricultural production in the current year. This
model of short-term loans was applied in both 2009 and 2010. The Ministry participated in
subsidizing the interest with 300,000,000 dinars from the budget resources for each fiscal
year.

In 2009, a new model of long-term loans was established so that banks participated with 60%
of their means, and the Ministry with 40%. Interest on the bank's funds that are repaid in the
first three years of the repayment period is calculated according to the bank's business policy,
and on 40% of the means of the Ministry that are to be repaid, the interest is not charged for
the two subsequent years. So the interest on the total amount of long-term loan is 5% per
annum.

The same model of long-term loans applies also in 2010 and will continue in 2011.

In 2010, two new models of credit support by the Ministry were introduced: through local
government and the Development Fund of Vojvodina. Model of lending in cooperation with
local governments is also executed through commercial banks, with the Ministry and local
governments contributing with 25% of means, on which no interest is calculated, and 50% of
bank resources on which the bank calculates interest according to its business policy. Loans
to the end users — RAH are approved by the bank in cooperation with the local government.
The Ministry in collaboration with the of Development Fund of Vojvodina participates in
credit lending with 100 million dinars, while the Fund contributes with 300 million dinars.
Credits are approved by the Development Fund of Vojvodina.

Table 9 Disbursed funds for this measure

Amount of money earmarked for credits
MAFW Provincial Secretariat | Total amount of
Year for Agriculture, money
Short-term loans Long term loans Forestry and Water earmarked for
Management credits
RSD RSD RSD RSD
2004 2,170,973,000 1,528,730,445 0 3,699,703,445
2005 1,700,000,000 2,000,000,000 0 3,700,000,000
2006 3,315,335,000 902,262,649 20,000,000 4,237,597,649
2007 1,500,000,000 400,000,000 11,750,000 1,911,750,000
2008 1,683,607,925 1,453,470,619 114,845,062 3,251,923,606
2009 2,116,721,630 2,299,966,906

Risk management tools and others

Measure: SUPPORT TO AGRICULTURAL INSURANCE

Legislative basis:

- Law on Budget of the Republic of Serbia

- Regulation on conditions and manner of using funds for subsidising the insurance of
animals, crops and fruits ("Official Gazette of RS, No. 27/06, 71/07, 99/07, 23/08, 14/09).
Objective and description of scheme: The objective is to stimulate the development of
insurance market in agriculture, thus reducing the risk in agricultural production and
increasing certainty of achieving positive financial result. It is realized in the form of grants
in terms of co-financing of the paid insurance premium.

Criteria: a natural person, the holder of a commercial agricultural holding entered into the
RAH, is entitled to the use of incentives.

Payment and regional difference:

The support is calculated in the amount of 30 - 40% of the insurance premium for animals,
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crops and fruits insured against the risk/yield decrease. The amount of the incentive is unique
in the whole territory of the Republic of Serbia.

Table 10 Disbursed funds for this measure

Year 2006 2007 2008 2009 2010

The amount of 30 30 40 40 40
reimbursement (%)

Total funds, in thousands

*
of RSD 12,000 35,000 120,000 62,000 80,000

*planned in the current budget

Administrative scheme: The application is submitted to the Ministry of Finance — Treasury
Administration on the format that is an integral part of the Regulation. The following should
be attached: a copy of the insurance premium issued by an insurance company and
confirmation of payment of the total insurance premium.

Supervision: Ministry of Agriculture, Forestry and Water Management

Forestry sector

Legislative basis:
- Law on Forests (,,Official Journal RS, No.. 46/91, 83/92, 54/93, 60/93, 54/96 and 30/10)

During 2008, the scope of direct subsidies in the forestry sector in the protection and
enhancement of forests was 356 million dinars in total, and it was achieved through the
following measures of direct subsidies: protection of forests from fires, planting forest trees,
afforestation of callows, forest care, production of forest seeds and forest seeding material,
building hard forest roads, scientific-research work, introducing certification of sustainable
forest husbandry, education and propoganda, procurement lines in for container production of
forest seedlings. Also, for private forests, 170 mil dinars was allocated, as a direct subsidy,
whilst the indirect subsidy for final users (private forest owners) would be in ensuring support
for forest planting material and expert-technical in forest husbandry.

For the same purpose, in 2009, the scope of direct subsidies for the protection and
enhancement of forests, was 228 million dinars, whilst 100 million dinars was allocated for
private forests.

In 2010 the scope of direct subsidies for the protection and enhancement of forests, was 320
million dinars. For indirect subsidies for ensuring seedlings and afforestation of private
forests, 27 million dinars was allocated.

4. Please provide information on publicly funded services to agriculture. The
description should be provided only if public resources are involved. It should
indicate the amount of public contribution and financing originating from any
other resources for the period starting from year 2000. Examples are research;
guidance/advisory service, training; marketing support; inspection; farm land
surveying; advisory service, other.

Measures of agricultural policy, based on services, financed from the agricultural budget and
oriented to farmers as end users, are classified in this document according to the principles of
the World Trade Organization and contained in the Agreement on Agriculture. According to
this classification of measures, general services in agriculture are classified as "green box"
and apply to the permitted measures of agricultural policy within the domestic support.
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The following table General services include: 1) research, 2) disease and pest control, 3)
technical and advisory services, 4) inspection oversight, 5) marketing and promotional
activities and 6) infrastructure services.

The research includes a measure of implementation of VCU tests on fruit, wine, and hops in
order to develop the List of recommended varieties and facilitate protection of new varieties.
Disease and pest control includes the following measures: services for conducting health
care protection, activities of monitoring the programs for prevention, control and eradication
of animal diseases, including contagious diseases, provision of diagnostic materials for
animal health protection and marking of animals;

Damages caused by the killing and forced the slaughter and destruction animals for
combating infectious diseases in animals;

safe disposal of animal carcasses and confiscated goods; financing activities related to long-
term monitoring of pests and plant diseases; implementation of special projects aimed at
protecting plant health and specific programs oriented to eradication of harmful organisms
and pests; eradication and rehabilitation of infected orchards and vineyards; purchase of
diagnostic materials for animal health care, marking of animals and materials related to avian
influenza; prevention, control and suppression of certain pests, and eradication of infected
plants; the implementation of the Programme of measures to protect animal health (control
and eradication of certain endemic diseases);rabies eradication of domestic and wild animals
and vaccination of animals; eradication of contagious animal diseases; Services of reporting
and forecasting of the presence of pests and plant diseases; testing and registration of plant
protection products; analysis and registration of veterinary drugs. Measures relating to
extension services include: improvement of livestock production through selection
measures that include control of productivity of cows, bull performance test in centres for
artificial insemination, control of productivity of sheep, goats, horses and pigs, as well as
selection measures in poultry and beekeeping;

financing activities of the competent agricultural services which include monitoring of
agricultural production, collection and dissemination of relevant information for producers,
establishing eligibility of farmers for subsidies in agriculture, advisory services through
seminars, workshops, visits to farms; support to the establishment of a Register of
Agricultural Holdings and the Vineyard Register; improving production of certified planting
material, standard and certified; Financing of consolidation in selected municipalities;
financing agricultural land management activities that include land consolidation activities,
programmes related to the conversion of non-arable to arable land, determining soil fertility,
preparation of other relevant studies and projects; financing of activities of expert services
for performing activities of soil analysis and giving recommendations on the use of
appropriate fertilizers; financing of expert commissions and expert advice; preparation of
long-term development programmes for agriculture; financing of studies and projects for
water management.

Inspection oversight includes testing of residues and harmful substances in animals and
foodstuffs of animal origin, analysis of samples of products of animal origin, feed and drugs
used in veterinary medicine; analysis of samples of agricultural products in domestic market;
financing of activities with the aim to strengthen regional laboratories to conduct analyses
and inspection of plants, including wine laboratory; analysis of samples of plants, soil and
irrigation water, in order to determine the presence of pesticides.

Marketing and promotional activities include the following measures: Financing of the
activities that relate to the organization of local agricultural fairs and exhibitions, preparation
of brochures and catalogues aimed at informing farmers; promotion of activities, printing of
publications, television advertising and other activities related to preventing the spread of
ragweed.
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Infrastructure services include: implementation of the National Investment Plan — building
regional infrastructure for the purpose of rural development (e.g. roads, electricity networks,
water systems, flood protection systems).

Table 11 Funds disbursed based on general services to agriculture, in thousands of RSD

Measures | 2001 2002 2003 2004 2005 2006 2007 2008 2009
General L4701 ) 561,683 | 1476536 | 1.784.499 | 2.233.820 | 2.490.463 | 3.934.981 | 2,914,649 | 2.436.115
Services 000

Research 0 37,097 0 0 0 0 8,017 10,880 6,450
Control of 800.00

diseases o 676,790 | 715,113 | 1,223,529 | 952,060 | 1,918,138 | 2,328,442 | 2,473,936 | 1,886,393
and pests

Expert

and 265,00 1 2r4843 | 269328 | 216794 | 440800 | 261.803 | 363759 | 252775 | 462781
advisory 0

services

Inspection |, 9,953 16,153 | 23,279 10450 | 310,523 | 69,141 75,795 | 35,003
oversight

Marketing

and

promotion 0 0 0 19,656 78,120 0 53,973 | 101264 | 45,487
al

activities

Infrastruct 405.00

ure o 613,000 | 475,942 | 301,242 | 752,400 0 1,111,649 0 0
services

Spending for services in agriculture in 2001 amounts to a total of 1.47 billion dinars, with the
amount allocated to the services and activities for the control of pests and diseases, expert and
advisory services and infrastructure services. Most of the funds, about 54% are related to
control of pests and diseases.

In 2002, total amount of funds for this purpose has been increased to 1,561,682,800 dinars,
because they included additional services, which were not available in 2001, and these are
research and inspection oversight.

In 2003, the amount of funds earmarked for services was reduced to 1,476,535,825 dinars,
because the research services were missing.

In 2004, a sum of 1,784,499,251 dinars was earmarked for services in agriculture. The total
amount was increased by about 20%, given that the services in agriculture are involved in
marketing and promotional activities.

In 2005, the total assets earmarked for services were increased to 2,233,829,443 dinars, with
the largest portion (about 43%) earmarked for the control of pests and diseases.

In 2006, the total amount earmarked for services in agriculture was 2,490,463,450 dinars —
even though the budget for this purpose increased, the number of covered services was
reduced, i.e. activities related to services connected with the control of pests and disease,
technical and advisory services and inspection oversight. This increase is the result of
increasing the amount of funds earmarked for the control of pests and diseases, which have
doubled in 2006, compared to 2005.

In 2007, the amount of 3,934,980,830 dinars in the budget was earmarked according to the
purposes for the services in agriculture, what was a significant increase in funding by 58%
compared to 2006. All of these service groups are included in the policy measures related to
general services in agriculture.

In 2008, total funding for services in agriculture amounted to 2,914,649,152 dinars, with
infrastructure services excluded from the financing.

In 2009, disbursed funds amounted to 2,436,114,581 dinars, with the lack of infrastructure
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services also this year.

Marketing support — Agriculture Market Information System of Serbia

Agriculture Market Information System of Serbia (STIPS) was established in 2004, in order
to provide information to beneficiaries about the prices of agricultural products and raw
materials. Agricultural extension services for crop production (fruit, vegetables, grains) and
for livestock production (for livestock and prices in the meat industry) collect prices for these
products and perform data processing weekly, except for inputs whose prices are published
twice a year (before the spring planting and autumn planting). The reports that are part of the
weekly newsletter provide data on prices and their trends, on the current state of supply and
demand, also in comparison to the previous week.

Coordinators analyse the situation for agricultural products, continually informing the
beneficiaries via television and radio broadcasts of the national service.

Data on wholesale prices are used to form the most important purchase prices of agricultural
products. The database consists of more than 130 products that are monitored in vegetable
production, about 30 products in the field of livestock production, about 15 grain products,
and basic inputs (fertilizers, pesticides and seed material). Collecting information on prices
and market situation are the basis for drafting reports and analyses that are available to the
beneficiaries via the website (http:/www.stips.minpolj.gov.rs), radio and television
broadcasts, as well as daily newspapers.

Along with the reports, on the website, there is also available expert advice in the field of
plant production and animal husbandry, and the data of the countries in the region (the
Republic of Croatia and the Republic of Montenegro) with an overview of prices of major
agricultural products.

Market Information System is supported by the agricultural budget funds within the funds
earmarked for institutional measures.

Inspection

Inspectorate General of Agriculture, Forestry and Water Management as an administrative
body within the Ministry of Agriculture, Forestry and Water Management, carries out
inspection activities relating to: inspection oversight of agricultural land; phytosanitary
control and inspection in the inner and outer movement of plants, seeds and seeding material,
and other inspection tasks in agriculture, forestry and water management, in accordance with
the law.

Through the inspection oversight, public administration bodies control the implementation of
laws and other regulations via direct insight into the operations and conduct of natural and
legal persons and, depending on the results of supervision, pronounce measures for which
they have been authorized.

The Inspectorate General performs the tasks of inspection oversight related to securing the
enforcement of laws and by-laws, takes decisions in administrative proceedings, lodges
requests for initiating legal proceedings, applications for economic violations and crime,
gives initiative for amendments to legislation, monitoring their implementation, prepares
information and reports on the situation in this area as well as other relevant activities.

Powers of Inspectorate General are based on the application of the following:
- Law on General Administrative Procedure (Official Gazette of FRY, No. 33/97, 31/2001).
The Inspectorate General employs 280 inspectors.
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Inspectorate General conducts supervision of the implementation of the following laws:

- Law on Plant Health (Official Gazette of RS, No. 41/09)

- Law on Food Safety (Official Gazette of RS, No. 41/09)

- Law on Plant Protection Products (Official Gazette of RS, No. 41/09)

- Law on Plant Nutrition Products and Soil Enhancers (Official Gazette of RS, No. 41/09)

- Law on Genetically Modified Organisms (Official Gazette of RS, No. 41/09)

- Law on Wine (Official Gazette of RS, No. 41/09)

- Law on Agriculture and Rural Development (Official Gazette of RS, No. 41/09) and
regulations adopted under these laws.

The Inspectorate General has the following departments:

Phytosanitary Inspection Division performs tasks related to: control of the health condition
of soil and plants for the presence of harmful organisms; monitoring as the official process of
verification of phytosanitary situation in the country; systematic monitoring of plants for the
presence of harmful organisms that are considered particularly dangerous to plants; control
of the health condition of imported plants for which a post quarantine inspection has been
prescribed;  official sampling for laboratory testing for the presence of harmful organisms
and residues of plant protection products;  control of genetically modified organisms at all
stages of production, processing and circulation; control of food safety in the primary
stage of production of food of plant origin, import and transit of food of plant origin and of
mixed food, in the stage of export of food of plant origin; area of food safety for animal
feed; control in the phase of primary production, import, transit and export of animal feed of
plant origin; control of production, trade and use of products for plant protection and plant
nutrition; control of production, finishing, circulation and use of seeds of agricultural plants;
control of production, processing, transport and use of seeds of agricultural plants of organic
origin for the establishment of organic production, production, control, processing,
circulation and use of planting material of agricultural plants; control of the work of public
services; performs other activities in this area.

Phytosanitary Border Inspection Division performs tasks related to: control the health
condition and quality of plants at import, export and transit with transhipment; issuance of
phytocertificates; food safety control at import; control of import of products for plant
protection and plant nutrition; control of the presence of GMOs; ordering phytosanitary
measures;  preparation of the notification for interception of harmful organisms at import;
providing expert solutions for making the draft legislation on plant protection; carries out
other activities in this area.

Division for agriculture inspection for safety of food of plant and mixed origin, control
of organic production and control of tobacco processors and manufacturers of tobacco
products carries out tasks related to: control in the field of safety of food of plant and mixed
origin in the phase of production, processing and wholesale distribution; control of the quality
of tobacco and tobacco products; inspection of office space, facilities, installations, devices,
objects and goods in production, processing and wholesale for food of plant and mixed
origin; inspection of office space, facilities, installations, devices, objects and goods in the
production of tobacco products and processing of tobacco; control of the fulfilment of
conditions for the establishment of organic production of vegetable origin; control of
involvement in organic production of vegetable origin; control of methods, technological
operations in processing, storage, packaging and transportation of organic products of plant
origin; control of meeting the requirements for accreditation of certification organizations
for organic production; carries out other activities in this area.

Division for phytosanitary inspection for food safety and animal feed of vegetable and
mixed origin performs tasks related to: control in the field of food safety and animal feed of
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plant and mixed origin in imports and exports; reception of requests for control of food safety
and animal feed of plant and of mixed origin; inspection of documentation accompanying
consignment and physical examination of the consignment; making record on the completed
examination of the consignment; performance of sampling; issuing certificates of clearance;
issuing orders for laboratory testing of food and feed of plant and mixed origin;  passing
first-instance decisions and taking other statutory measures concerning the performance of
inspection oversight;  preparation of guidelines and instructions on conducting inspection
oversight; keeping records and preparing reports on completed controls and supervision;
analyzing the results of completed controls and supervision; carries out other activities in this
area.

Division of Agricultural Inspection for wine, “rakija”, spirits and soft drinks performs
inspection oversight of the implementation of laws and regulations relating to: meeting
conditions for the production of wine, “rakija” and other alcoholic drinks, ethanol, beer and
soft drinks; examining and determining the quality of these products and raw materials used
for their production; control of the production of grapes, fruits, wine and “rakija” with
geographic indications; control of compliance with the requirements for the establishment of
organic production of wine, “rakija” and other alcoholic drinks, beer and soft drinks; control
of involvement in organic production of wine, “rakija” and other alcoholic beverages, beer
and soft drinks; control of methods of technological operations in processing, storage,
packaging and transport of organic products of wine, “rakija” and other alcoholic drinks, beer
and soft drinks; control of trade and quality of wine, “rakija” and other alcoholic drinks,
ethanol, beer and soft drinks in domestic trade; control of the work of control organizations,
accredited authorized laboratories; control of security of consignments of grapes for
industrial processing, wine, “rakija” and other alcoholic beverages, ethanol and beer after the
import and export other than grapes for industrial processing; control of keeping records of
production and trade of these products; carries out other activities in this area.

Division of Agricultural Inspection for agricultural land performs the inspection oversight
of the implementation of laws and regulations relating to protection, organisation and use of
agricultural land; control of passing the annual program of protection, organisation and use of
agricultural land of the units of local government; control of the possession of powers of the
Ministry responsible for agriculture for work in the field of protection and organisation of
agricultural land; control of the fertility of arable agricultural land and the amount of mineral
fertilizers and pesticides taken in arable agricultural land; control of the release of hazardous
and harmful substances and determination of the permitted quantities of these substances in
agricultural land and irrigation water; control of the agricultural land conversion; control of
works on the protection and organisation of agricultural land in accordance with the project;
control of the use of agricultural land; control of the lease of state-owned agricultural land,
carries out other activities in this area.

Division of Agricultural Inspection for control of financial incentives in agriculture,
organic production and animal production and performs inspection oversight of the
implementation of laws and regulations relating to: implementation of schemes for
improvement of agricultural production and livestock production; control of payment of
premiums, reimbursement and other subsidies and incentives intended for improvement of
agricultural production and livestock production and export incentives for agricultural and
food products; implementation of selection schemes for improvement of livestock
production; control of keeping general ledger according to species of livestock; control of
compliance with the requirements for establishing organic livestock production; control of
involvement in organic livestock production; control of methods of technological procedures
in processing, storing, packaging and transport of organic livestock production; control of
animal feed quality; carries out other activities in this area.
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Division of Forestry and Hunting Inspection performs tasks related to: supervision of the
execution of delegated tasks; supervision of the implementation and enforcement of laws and
regulations related to forestry, forest seed and planting material, protection of forests and
hunting; control of implementation and enforcement of standards; supervision of
implementation of laws, regulations and acts related to forests included in national parks;
supervision over the exercise of public authority by the companies and other organizations
entrusted with public authority; coordinating the work of inspectors in the field; participation
in providing professional solutions for making the draft legislation and other general acts
within the purview of the Forest Administration; participation in preparation of reports,
answers to parliamentary questions and petitions related to the action of the Division; giving
opinions, instructions and guidelines for implementation of regulations; providing technical
assistance to inspectors in the supervision and implementation of laws and other regulations
in the field of forestry and hunting; drafting applications to initiate criminal proceedings,
appeals and complaints against the decisions issued by judicial authorities according to the
submitted applications; carries out 