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0. IPARD Il PROGRAMME FOR 2014-2020

Title of the document: IPARD Programme of Republic of Serbia for the period of 2014-
2020.

1. BENEFICIARY COUNTRY

1.1.  Geographical area covered by the programme

The IPARD Programme covers the territory of Serbia (excluding Kosovo and Metohial),
with the following regions:

Table 1: NUTS regions (level 1, 11) covered by the programme

NUTS | Code if - , | Number of | Density of
. Description Area km . . population
level | applicable inhabitants 2
people/km

| SERBIA - NORTH
1 Region Belgrade Region 3,226 1,659,440 514.4
1 Region Region of Vojvodina 21,603 1,931,809 89.4

| SERBIA - SOUTH
Il | Region Region of Sumadija and West | ¢ 45 | 5031697 76.7

Serbia

1 Region Region of South and East Serbia 26,246 1,563,916 59.6

Source: SORS

2. DESCRIPTION OF THE CURRENT SITUATION, SWOT AND
IDENTIFICATION OF NEEDS

21. THE GENERAL SOCIO-ECONOMIC CONTEXT OF THE
GEOGRAPHICAL AREA

2.1.1. Administrative system

There are 145 municipalities (opstine) and 27 cities (gradovi) and city of Belgrade,
which form the basic units of local self-government. Serbia (excluding Kosovo and
Metohia) is organized into 25 districts (okruzi). Districts are regional centres of
state authority, but have no powers of their own; they represent purely
administrative divisions. Belgrade constitutes a district of its own and it is a
separate territorial unit established by the Constitution and law.

According to the Law on Territorial Organization of the Republic of Serbia
(Official Gazette No. 129/2007, as amended OG 18/2016 and OG 47/2018)*, the
term "'city"’ refers to a type of local government and it is defined as a "' Territorial
unit defined by this law, which represents the economic, administrative, geographic
and cultural centre of the wider area and has more than 100,000 inhabitants, and

! This designation is without prejudice to positions on status, and is in line with UNSCR 1244/1999 and
the 1CJ Opinion on the Kosovo declaration of independence.

2 This designation is related to all legislation and its subsequent amendments which are related to IPARD
Il Programme RS.
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only exceptionally less”. The territory of the city can be divided into city
municipalities. The division of the city into urban municipalities is determined by
the statute of the town, in accordance with law. Settlements that are not designated
as ""urban' are classified as ""other', and by default are considered rural areas.

According to the OECD definition™ of rural areas, in Serbia the rural area accounts for
75.1% of the country’s territory, encompassing about half of the total population
(49.9%). The average population density in Serbia is about 93 inhabitants per km? In
ruraztl areas, it measures 62 inhabitants per km? and in urban areas 289 inhabitants per
km

For the purposes of IPARD, based on OECD criteria and in line with territorial
classification of the Republic of Serbia, (Law on Territorial Organization, Official
Gazette No. 129/2007 as amended OG 18/2016 and OG 47/2018)* all territory of
Republic of Serbia can be considered as rural territory, excluding the territories of the
settlements with density of population above 150 inhabitants per km2 of the 27 cities
and city of Belgrade (Annex 7 List of settlements outside the rural areas).

2.1.2. Demographic characteristics and trends

According to the census of 2012, Serbia has a population of 7,199,077. In total, during
the period 2002- 2013, the population of Serbia declined by 4.15%, while the rural
population decreased by 10.9%. Viewed by region, the largest decrease of the rural
population was recorded in the Southern and Eastern Serbia (-18.7%). The major part of
the rural population is concentrated in the region of Sumadija and Western Serbia, which
is also the only region in where the rural population accounts for more than 50%. The
unfavourable demographic trends are caused by numerous factors, such as limited access
to quality services and public goods like infrastructure, access to quality education,
health services, lack of social life in the rural community, as well as the dominance of
primary agriculture and poor diversification of production and non-production activities,
etc. As a result, the presence of migration of the non-agricultural population and young
people is significant, which leads to aging of the rural population and an unfavourable
educational structure of the rural workforce. At the same time, it reduces human capital
needed for development of the economy and quality of life in rural areas.

One of the main characteristics of the demography of rural Serbia is the
unfavourable age structure of the population. Every fifth resident of villages in
Serbia is older than 65 years, while in the Southern and Eastern Serbia it is every
fourth resident. The average age of the rural population in the period 2002-2011
increased from 42 to 43.6 years. The age structure of the population is most
unfavourable in the Southern and South-Eastern Serbia, where the average age of
rural population reached 45.7 years (for women even 47.1).

Educational characteristics of the rural population are less favourable compared
to urban areas. The rural population has a considerably larger share of population
with no education and those who have completed only primary school; also there is

[ Rural areas defined according OECD criteria at municipality level with a density of population less
than 150 inhabitants per km?.
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very small proportion of people with higher education. The situation is especially
unfavourable for the rural female population, of which nearly one-third have not
attended any school, and more than half lack any qualifications (no education,
unfinished and finished elementary school). This is a disturbing fact that has to be
faced when it comes to empowerment of rural women.

2.1.3. Economic indicators and employment

The unemployment rate (21.3%) and inactivity rate (39.1%) of the rural population
in 2012 were below those of the urban population (26.9% and 40.5% respectively).
However, other performance indicators of the rural labour market, especially the
share of vulnerable employment and the professional status of employees etc., are
significantly worse among the rural population. The higher percentages of
vulnerable employment among the rural population are caused by the high
percentage of farmers and unpaid family members and a smaller share of wage-
earning employees in the rural population compared to urban.

Total employment in agriculture, forestry and fisheries for working-age population
Is 18.3% and for the population over 15 years is 21.0%. Employment for working-
age population in agriculture in rural areas in 2012 was 37.5%, which is much
higher than most other European countries. In 2012, the highest share of persons
employed in rural areas were skilled workers in agriculture and fishing (34.8%),
followed by crafts worker (13.8%b), service providers and traders (11.7%0), while
employment in other occupations recorded significantly lower participation.
According to the national accounts statistics, the share of agriculture, forestry and
fishing2 in GDP in 2012 was 7.5% (9.7% of GVA).

A particular problem in Serbia, as in most of Southern European Countries is the limited
access to finance. A considerable share of the management of SMEs, including farms,
considers the obstacles which hamper access to finance as an extremely pressing
problem prohibiting successful development of their enterprises. Share of agricultural
loans in the total loans placed into the economy in 2013 was 2.8% (data from the third
quarter of 2013). The financial sector in Serbia currently provides a low level of credit
to rural businesses, mainly offered in the form of short-term loans. To a limited extent,
medium-term bank loans are available, but they are predominantly intended for food
processing rather than primary production. Other types of loans are provided by the State
either directly or indirectly, with reduced interest rates. Most farmers provide land as an
"ideal" collateral. Often, however, banks are unwilling to accept land as collateral
because the ownership is usually difficult to prove due to the outdated registration
system and because of the low value of land in some areas. The use of public warehouses
for collateral is undeveloped. There is good potential for the public warehouse system to
facilitate credit, allowing warehouse owners to use receipts as collateral. An additional
problem is the weak administrative cooperation to obtain support (i.e. construction
permits).

2 Sector A according to the classification of activities from 2010, SORS
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2.1.4. Farm structure

Serbia’s farm structure is complex, consisting of small subsistence agricultural
holdings, small semi-subsistence farms, large family farms, as well as large
enterprises with a mixed ownership structure.

According to the 2012 Agriculture Census, the total number of holdings in Serbia
Is 631,552, and the area of utilized agricultural land (UAA) 3,437,000 hectares. The
highest share in the total number of holdings (48.1%) have small farms (up to 2 ha
of land, which are using only 8% of the area). The holdings of less than 5 ha are
77.4% of the total number of farms and they occupy about 25% of UAA. In
contrast, the largest farms, over 50 ha, account only up to 1% of the total number
of farms, and cultivate about one third of UAA (Table 2).

Table 2: Agricultural holdings in Serbia by utilized agricultural area (UAA),
according to the 2012 Agriculture Census

Householders UAA
number % ha %

Total 631,552 100 3,437,423 100
0 ha 10,107 1.6 0 0
0-<2ha 298,286 47.2 273,622 8.0
2-<5ha 182,489 28.9 596,052 17.3
5-<10ha 89,083 14.1 617,281 18.0
10-< 20 ha 32,313 51 435,499 12.7
20-<30ha 7,677 1.2 185,846 5.4
30-<50ha 5,352 0.8 203,666 5.9
50 - <100 ha 4,394 0.7 314,096 9.1
> 100 ha 1,851 0.3 811,362 23.6

Source: 2012 Agriculture Census, SORS

The average plot of utilized agricultural area per farm in Serbia is 5.4 ha, which is
about one third of the EU-27 average (14.5 ha). The UAA makes up about 43% of
the total surface of Serbia, and in its structure, fields and gardens constitute up to
73%, meadows and pastures 21% and permanent crops around 6%b.

Agriculture holdings are privatized. The most common challenge they face, is to
raise operational capital to become more productive and attract investment capital
for reinvestment in established fixed assets. Many of these enterprises have under
- or unutilized assets such as buildings. There are also large-scale enterprises using
modern production systems with levels of efficiency similar to those in the EU.

The number of annual work units (AWU) per farm in Serbia is 1.02, which is about
20% higher than the average for the EU-27, where the average farm uses 0.81
AWU. Having in mind the difference in size, this proves a low level of
mechanisation and rationalisation.

One of the reasons for low agricultural productivity in Serbia is the poor level of
relevant occupational skills, especially regarding farm management. According to
the 2012 Agriculture Census of Serbia, only a small proportion of the rural

17



workforce obtains some form of education, whilst most farm managers acquire
their knowledge of agriculture only by means of practice. One of the main reasons
is the unfavourable age structure of farm households, which stems from a
traditional model of property inheritance, whereby the holding is transferred to the
eldest child of the deceased. As a result, younger siblings simply made up the
household workforce or left to find jobs elsewhere, regardless of their level of
education and skills. Inspire of the fact that the Government introduced measures
to facilitate the transfer of households to younger siblings, the situation remains
largely unchanged. Consequently, less than 5% of farm managers have completed
secondary agricultural school, higher agricultural education or agricultural
college; although the province of Vojvodina proves the exception.

2.2.  Performance of the agricultural, forestry and food sectors

2.2.1. General characteristics

Two thirds of agriculture production value comes from plant production. Maize is the
most important product, constituting about 25% of the total value of agricultural
production. The remaining one-third of agricultural production derives from livestock
products, of which cattle breeding is the most common form with share of 13 to 17%.
These levels have remained relatively constant throughout the last decade.

Production of fruit and vegetables accounts for approximately 20% of the agriculture
production value and it has recorded positive trends in recent years. In contrast, the
economic transformation process affected the livestock sector more significantly than
the crop sector.

However, livestock sector has a great potential in Serbia, because of the very favourable
conditions for production of animal feed and fodder. Around 1.5 million hectares are
natural sources of feed and fodder (meadows and pastures) which at this present situation
are not sufficiently used for animal feeding.

The agricultural sector is characterized by a dual structure:

— Enterprises (total 3,000) in the possession of legal entities (2,521) and entrepreneurs
(479), comprising about 18% of the UAA3;

— Family farms comprising 82% of the UAA. They can be sub-divided into two
categories: commercial farms and small private farms. Privately owned commercial
farms, averaging about 2-20 ha, account for 48.0 per cent of the UAA. Only 8.3%
producers cultivate more than 10 ha. Therefore, 569,858 households (90.1% of
agricultural holdings - excluding those households without land) cultivates less than
10 ha of UAA. The majority of households under 5 ha often consists of several
fragmented parcels of land, which produce agricultural products primarily for their
own use and they depend heavily on non-farm income.

32012 Agriculture Census
18



Table 3: Structure of AH by legal status of holder and UAA

Utilized agricultural area, ha

AH, UAA Total 5.01- | 10.01- %
<1 1.01-2 | 2.01-5 >50
10 50
Agricultural
holdings 631,552 | 184,674 | 123,719 | 182,489 | 89,083 | 45,342 | 6,245 | 100.0
(AH)

AH by legal status of holder, %
Family AH 628,552 99.3 99.8 99.8 99.8 99.2 | 89.1| 99.5
LE and

3,000 0.7 0.2 0.2 0.2 08| 10.9 0.5
entrepreneur
Average
UAA per 54 0.5 15 3.3 6.9 18.2 | 180.2 -
holding,ha

Utilized agricultural area, %

Owned 2,406,196 94.2 94.1 91.9 86.5 61.3| 50.9| 70.0
Rented 1,031,227 5.8 5.9 8.1 13.5 38.7| 49.1| 30.0

Source: 2012 Agriculture Census, SORS

Nevertheless, Serbia has significant comparative advantages in agriculture, thanks to the
abundance of high quality agricultural land, a strategic trading location and good general
educational background.

The food industry plays an important role in the Serbian economy and labour market. It
contributed 3.4 % (4.1% in GVA) of GDP in 2012, and together with the production of
beverages* and tobacco® products, it was about 4.3 % (5.3% in GVA) on average, during
the period 2004-2012.

The food industry employed approximately 88,000 workers in 2012, which is 3.9% of
the total workforce. This equates to 23% of employment in the manufacturing industry.

One of the basic characteristics of agro-industry is the large number of SMEs, and small
number of large, modern enterprises. The majority of companies in the agro-industry are
micro and small enterprises. 75% of all businesses employ less than 10 people, while
90% of companies have less than 50 employees and/or less than 10 million euro turnover.
Industries, in particular with small capacities, did not receive considerable investments
in technological innovations, and most of the facilities and equipment are below the
required standards for export, especially to the EU market.

The main limiting factors for efficient participation in the international market are:

— Insufficient assortment of food products;

— Lack of market and product research for the better utilization of existing capacities
by introducing production lines and products;

— Lack of standards or non-compliance with existing standards;
— Slow adaptation to market business criteria;

4 C11 according to the classification of activities from 2010, NSO
5 C12 according to the classification of activities from 2010, NSO
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— Absence of long-term firm contracts between the food industry and raw material
producers (farms, cooperatives, agribusiness companies).

Since signing the CEFTA agreement as well as bilateral free trade agreements (with
Russia, Belarus, Kazakhstan and Turkey), Serbia drew closer to international markets
several times larger than the domestic market, and this offers the opportunity for
improved utilization of available capacities.

Table 4: Serbian agriculture and food trade partners

Countries 2011 2012 2013

Exports Imports Exports Imports Exports Imports
EU 50.0 % 46.8 % 51.0 % 52.3% 53.0 % 63.0 %
CEFTA 40.7 % 21.6 % 38.6 % 20.4 % 34.4 % 13.5%
Other 9.2 % 315% | 100% | 274% | 132% | 28.8%
countries

Source: SORS

The main potential of the food industry lies in the production of safe, high quality food,
which is highly sought after on foreign markets. This requires the implementation of
new standards (ISO 9000 and ISO 14000), as well as implementing the HACCP quality
system, 1SO 22000; GLOBALG.A.P, Halal, Kosher, etc.).

Therefore, the food industry must remain in the focus of Serbia’s development
policy as well as the foreign and domestic investors. The development policy must
fit into global trends such as capacity concentration and highly sophisticated
technology with the goal of improving productivity, production efficiency and
competitiveness.

In the area of renewable energy and energy efficiency (EE), the government
introduced a legal framework that included by-laws on feed-in tariffs for electricity
produced from renewable energy sources. In 2013, the Government adopted the
Second Energy Efficiency Action Plan for the period 2013-2015.

Most of Serbia’s potential in the area of renewable energy lies in biomass (49%),
while the rest in is large Hydro-electric power plants (HPPs, 27%), solar (13%),
wind (4%0), geothermal (4%) and small HPPs (3%). Biomass energy resources are
distributed across an area of 24,000 km2 (25% of territory) covered with forests
and 45,000 km2 (55% of territory) used for agriculture. Biomass energy potential
comes mainly from agricultural wastes and wood biomass. Usable energy potential
of animal waste is estimated at 0.45 toe, while industrial and municipal waste is
estimated at 1.4 billion toe.

While the Government has succeeded in resolving some of the most critical energy
security issues over the last decade, Serbia still faces the risk of electric power
shortages. Serbia is ranked poorly in the 2013 Doing Business report with respect
to the reliability of electricity.

2.2.2. Milk and dairy sector

Total annual milk production is showing a slow decline over the past decade. The
annual, farm-gate value currently stands at approximately EUR 300 million. This

20



means that milk production is the largest single sub-sector of Serbian agriculture,
considering that it contributes 7.92% of the value of agriculture production
(average 8.12% for 2008-2013).

Producers

According to the 2012 Agriculture Census, 431,290 suckler cows were recorded
across 155,829 farms. The overall average herd size is 2.8 dairy cows. Herds of 1-2
cows, which would be considered in many countries as too small to be viable, still
make up the backbone of the Serbian dairy industry, accounting for 70% of farms
and 36% of the national herd. In the next herd-size group (3-9 dairy cows, with
average herd size of 4.2 cows) there are 97% of dairy farmers, 78% of cows,
approximately 68% of milk production and 59% of all milk delivered to dairies.
Every fourth farm in Serbia is producing cow milk.

Table 5: Dairy cows — number of farms and heads by size of dairy herd 2012

No. of Total (all farms) Family farms
?I’e::;e) Number| Number | Structure A\r/]irr%ge Number Nt:r:fbe Structure
of heads| of farms (%) size of heads farms (%)

1-2 153,901 | 108,795 | 35.7| 69.8 14| 153,870 | 108,774 | 37.6| 69.8
3-9 182,344 42,715 | 423 | 274 43| 182,139 | 42,675 | 444 | 274
10-19 41,706 3,320 9.7 2.1 126 | 41,616 3,312 | 10.2 2.1
20-29 14,139 613 3.3 0.4 23.1 13,983 606 3.4 0.4
30-49 8,373 236 19 0.1 355 8,218 232 2.0 0.1
50-99 7,825 120 1.8 0.1 65.2 7,023 109 1.7 0.1
>100 23,002 60 5.3 0.1 383.4 2,904 24 0.7 0.1
Total | 431,200 | 155850 | o3| % 2.8 | 409,753 | 155,732 | 100.0 | 100.0

Source: SORS

Herds of more than 50 cows are often regarded as those of minimum size for a
viable full-time dairy farm, accounting for just 0.05% of herds, 7.15% of cows, 11%
of milk production and 14% of milk delivered to dairies. Most of the production in
this group comes from corporate farms with over 200 cows. The group of
“emerging family farms” — those with 20-50 cows and potential for growth is still
very small, numbering just under 849 farms. Nearly half of the production is
located in central Serbia. Other production areas are the region of Sabac, Sombor
and Zrenjanin. Additionally, the south-western area, characterised by difficult
working conditions in agriculture, with its relatively high population density, is
important cattle breeding areas.

Average milk production per cow has increased by 7.7% compared to 2008, amounting
to about 3,200 | in 2013. With this average milk yield per cow, Serbia is placed in front
of the other EU candidate countries, but compared to the EU member states, it has
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significantly lower productivity. It is expected that serious reforms in the sector will
resolve the institutional problems. Reference laboratories for testing of raw milk, will
not only enhance competitiveness, but will also enable the comprehensive development
of the sector. The overall average yield of 3,200 litres per cow reflects a range from
2,050 litres on 1 cow herds not delivering to dairies, to 8,200 litres on the few farms with
more than 1,000 cows. Yield on the 3-5 cow farms that form the core of the dairies’
supply base averages 2,900 litres.

Milk yields are more than 40% higher in Vojvodina: 3,890 liters/cow compared to
2,730 liters/cow in Central Serbia. Much of this difference is due to the breed
structure: 52% of cows in VVojvodina are Friesian-Holstein compared with less than
8% in Central Serbia, where Simmental and Simmental-cross cattle predominate.
The use of more intensive dairy breeds in Vojvodina is possible due to its better
conditions for producing and conserving forage crops such as maize, together with
the typically better management of founds on larger farms.

During recent years (2008-2012), the number of cattle decreased by 13%, and cows
and heifers by 17%. Overall milk production didn't change significantly due to
increases in average yield, brought about by improvements to breeding, nutrition
and housing conditions, the enlargement of the herd, incentives for the amount of
milk that is delivered to the dairies, as well as the growth of the number of
intensively managed, highly productive animals. The latter number approximately
164,000 (30% of the total number of animals) and there is a trend for further
growth. Compared to developed countries with milk production (the Netherlands,
Germany etc.), where up to 95% of the animals are intensively managed, Serbia is
still at a lower level of development.

Processors

Of the total 1,505 million litres of produced milk, 0.027 million litres are fed to livestock
or lost on farm, resulting in 1,478 million litres for human consumption. 90% of all milk
is processed by 187 dairy processing companies in Serbia. The rest of the milk is
processed by additional 40 seasonal operating dairies. The 24 largest dairies account for
85% of dairy processing.

The situation amongst the smaller dairies is more variable, but even some of these are
convincingly implementing plans to ensure their survival well into the future, and so it
seems that Serbia will enter the EU with a significant number of viable small and
medium sized dairies.

Table 6: Distribution of dairies according to milk processed

_ » Share of dairies | Share of processed
Size range No. of dairies .
(%) milk (%)
< 3 tons/day 103 55 5
3 - 10 tons/day 54 29 10
10 - 50 tons/day 22 12 20
50 - 100 tons/day 3 1 7
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_ . Share of dairies | Share of processed
Size range No. of dairies .

(%) milk (%)
> 100 tons/day 5 3 58
Total number 187 100 100

Source: Dairy Sector Study, Serbia 2013

According to the Serbian milk quality regulation of 16th December 2009, “Extra” class
milk complies with the EU limit for Total Bacteria Count (TBC) of 100,000, but the
regulation does not specify the level of Somatic Cell Count (SCC). Grade 1 falls outside
the EU standards, with a TBC of 100-400,000. Grade 2 falls below the minimum Serbian
standard of 400,000 TBC, for acceptance of milk by dairy processors, and trade
represents 10% of the production.

Based on a survey in the 20 biggest dairies, made in the frame of the latest sector studies,
UHT milk is the biggest individual product at 35% of total output, and adding
pasteurized milk shows “market milk” to account for 54% of total product weight.
Yoghurt is the next biggest product at 33% of total output while the largest contribution
among the other seven products is sour cream at 6%. All varieties of cheese account for
4% of total output.

The milk market consists of two branches: the first branch where dairy plants process
milk and sell their products through shops and supermarkets, and the second branch
where milk is sold directly to local consumers or processed on farm into products such
as white cheese and Kajmak, and the products sold at green markets or directly;
consumption of milk and dairy products by farm households can be considered as part
of the second branch. Data from the 2013 Annual Livestock Survey show that 52.2% of
milk for human consumption is delivered to dairies and passes through the first market
branch, whilst the rest is consumed on farm or sold directly.

Better advice and training of farmers is needed in order to strengthen the whole dairy
sector and improve its general performance. Therefore, it will be necessary to invest
significant financial means in education and upgrading of farmers level of knowledge.
Previous experience shows that it could increase production up to 20%, without financial
investments, depending on the structure of the farm and its location. Different results
were obtained in the past years depending on the provider of the training and capability
of adoption and implementation of knowledge gained by farmers.

Organic production is an area that is gradually evolving. It has recorded an increase in
the number of animals holding organic status, as well as in the number of heads in a
conversion period. The share of organic production in total livestock production is still
very low, but certainly there are great opportunities for its development, particularly in
mountainous regions. Organic milk production in Serbia is slowly taking its place in the
market. Current and precise data on organic production and marketing are unavailable.

Another critical factor is also the size the dairies. Currently, milk supplies depend on a
very large number of small farms. This raises serious concerns as to how the necessary
investments can be supported or economically justified from their small turnover. In the
long term, the problem should ease, through a reduction in the number of farms and an
increase in their average size, but experiences across Europe show that such restructure
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takes many years. Even if the average herd size doubled to 5.6, it would remain small
compared to the EU average, so Serbia requires a strategic approach to restructure its
dairy sector and meet the regulatory and competitive challenges of accession.

To become more competitive with EU dairy producers and achieve EU standards for
animal welfare, hygiene and the environment, the dairy sector will require wide-ranging
modification of buildings, equipment and management practices, implying highly
significant investment requirement.

Compliance with EU standards is considered at a legislative level. By-laws and
implementation regulations are still not in place. Data on farms that apply EU standards
on animal welfare, hygiene and manure management are not available, although the
number of farms meeting EU standards is considered to be extremely small. Currently,
56 dairy facilities are registered for export, out of which six milk plants have approval
for export to the EU. The remaining 50 hold export licences for CEFTA and other
countries. Consequently, there is a significant requirement to target interventions of the
IPARD Il Programme on recipients that are able to reach full application of EU
standards, in respect of the whole farm, during the realization of the investment project.
Therefore investments in this sector should be focused on appropriate accommodation
of animals, manure management and equipment for milk production.

IPARD support should target the weaker links and inefficiencies of the production and
marketing chain. The main objective is to strengthen the overall performance and the
sustainable development of the sector in an EU accession context and to meet necessary
market standards.

Farms generally need to update and improve their machinery in order to operate
efficiently.

Dairies need to introduce regular sampling and laboratory testing of raw milk, to
establish or upgrade their laboratories, to include automated milk testing equipment.
Small dairies need access to commercial laboratory services, to install effluent storage
and treatment plants and arrange for its safe disposal.

IPARD should be concentrated on farms with a minimum of 20 dairy cows and a
maximum of 300 at the date of submission of application. Investments should upgrade
buildings and equipment in order to meet EU hygiene, animal welfare and environmental
standards, and to upgrade machinery in order to increase competitiveness, as detailed in
a business plan. For large farms, with more than 300 cows at the date of the submission
of application, aid should be targeted to upgrade their buildings and equipment for
manure handling, storage and distribution, in order to meet EU environmental standards.

For dairy processing, aid should assist small and medium-sized dairies (SMEs) that have
processing capacity of 10 tons/day by the end of the investment, to establish milk testing
laboratories and effluent processing facilities, as well as to upgrade their plants,
equipment, collection of milk and waste management.
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2.2.3. Meat sector

Background and key figures

According to the 2012 Agriculture Census, about 77.5% of total agricultural holdings
(489,364) are involved in livestock production. Cattle are held on about 177,000
holdings, pigs on 355,000, sheep on 155,000 and poultry on 414,000.

The livestock sector (including dairy) contributed 32.6% of agriculture production value
2013. However, it is more significant when considering on the farm production of goods
that are consumed or sold directly.

Production at farm level

Number and size

The livestock sector is dominated by large numbers of farms, traditionally managed
in low-intensity farming systems. They are characterized as self-sustainable, using
native, locally adapted breeds. According to data from June 2014, the total
numbers of facilities for fattening are: for cattle 1,532, for pigs 1,170, for sheep and
goats 255 and for poultry 1,142 respectively (Table 7).

Table 7: Number of facilities for livestock breeding (for fattening)

Number of registered facilities for livestock breeding (for fattening)

Cattle Pigs Sheep and goats Poultry

number of r::nilggrrecg‘ number of r:gniwstgeczjf number of ?:nigge%f number of r::niwstgetg‘

IEEE facilties heads facilites. | 6205 facilties heads facilties
- - - - - - 0-5,000 238
- - - - - - 5,000-7,000 86
0-10 41 0-50 7 0-50 1 7,000-10,000 100
10-20 67 50-100 16 50-150 6 | 10,000-20,000 151
Total 108 Total 23 Total 7 Total 575
20-50 195 100-500 509 150-200 34 || 20,000-25,000 17
50-100 391 500-1,000 53 200-300 39 || 25,000-30,000 10
100-200 125 | 1,000-3,000 50 300-500 27 | 30,000-40,000 20
200-300 41 | 3,000-5,000 16 500-600 9 | 40,000-50,000 13
300-500 35 | 5,000-7,000 7 600-800 8 | 50,000-70,000 14
500-1,000 44 | 7,000-10,000 10 | 800-1,000 7 | 70,000-100,000 18
Total 831 Total 645 Total 124 Total 92
1,000-2,000 34 10,000-15,000 12 1,000-2,000 5 100,000-120,000
2,000-5,000 10 15,000-20,000 10 | 2,000-4,000 8 120,000-150,000
5,000-10,000 1 20,000-50,000 14 > 4,000 3 150,000-200,000
> 10,000 0 > 50,000 2 - - > 200,000 13
Total 45 Total 38 Total 16 Total 32

Subtotal number of registered facilities for fattening
Cattle 984 Pigs 706 an%hgggts 147 Poultry 699

Number of unregistered facilities for fattening
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Cattle 548 Pigs 464 Sheep and 108 Poultry 443
goats
Total number of facilities for fattening
Cattle 1,532 Pigs 1,170 Sheep 255 Poultry 1,142
and goats

Source: Veterinary Directorate, MAEP (June 2014)

The main production indicators concerning the number of animals per farm holding are
shown in the Table 8.

Table 8: Agricultural holdings according to farm size and number of livestock, 2012

Cattle
No. Total
1-29 % 30-49 % 50-99 % >100 %
head 76,1 6,9 5,8 11,1
908.102 691.032 62.757 52.848 101.465
S 0 1 2 7
98,4 0,9 0,4
AH 177.252 174.469 1.701 810 272 0,15
3 6 6
Pigs
No. Total 1-99 % 100-199 % 200-399 % > 400 %
head 2.409.39 | 70,7 4,1 2,6 22,4
3.407.318 142.447 89.407 766.044
S 0 1 8 2 8
99,5 0,3 01
AH 355.052 353.395 3 1.092 . 336 0 229 0,06
Sheep
No. Total 1-99 % 100-199 % 200-499 % > 500 %
head 1.553.14 | 89,4 53 3,5
1.736.440 93.556 61.211 28.525 1,64
S 8 4 9 3
99,3 0,4 0,1
AH 154.972 153.980 729 230 33 0,02
6 7 5
Poultry
No. Total 1-99 % 100-999 % | 1000-4999 | % >5.000 %
head | 26.708.22 8.875.18 33,2 1.215.16 45 1.714.95 6,4 14.902.91 55,7
S 0 8 4 8 5 3 2 1 9
97,9 1,7 0.1
AH 413.792 405.415 8 7.037 0 801 9 539 0,13

Source: 2012 Agriculture Census, SORS

Level of production quality

There is a need to increase production and to improve quality of livestock products and
manure management techinques. Areas with a higher density of small farms could have
a bigger impact on quality of ground water due to diffuse pollution caused by inadequate
manure management systems. New support policy includes the encouragement of
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specialised farms for production of meat for both domestic market needs and export,
pursuance of good agriculture practices and minimum national standards in the field of
environment protection.

Livestock production in Serbia is mainly based on small and medium sized family farms,
which control a greater share of agricultural land and have bigger impact on total
livestock production. The future of livestock farming, which is relatively labour
intensive and employ most of agricultural workforce in rural areas, is not simply a
question of agriculture development, but relates to the whole process of rural
development. Small and medium sized farms are still the main suppliers of livestock
products on the national market, except poultry, and they are facing a decrease in total
livestock production. Therefore, in the future, policy measures for small sized farms are
planned under the National Programme for Rural Development (NPRD) and for medium
farms under the IPARD, keeping in focus income support for small farms and support
to prospective middle sized farms to develop faster and become prepared for the future
market situation.

Recent data show that over 86% of farmers intend to expand or improve cattle production
in the short term. Several issues are important for the future development of the sector:

— reductions in the average age of the farm manager,

— establishing a system for the stabilization of prices for cattle feed as well as for
meat (as final animal products) and risk management,

— Dbetter cooperation and assistance of Advisory Services,
— willingness for applying new technological solutions,
— availability of support through NPRD and IPARD I,
— availability of bank credits or other financial sources.

Compliance with EU standards is considered at a legislative level. By-laws and
implementation regulations are still missing. Data on farms that apply standards on EU
animal welfare, hygiene and manure management requirements are not available. The
number of farms meeting these EU requirements is considered to be extremely small.
As a consequence, there is a requirement to target interventions of the IPARD II
Programme towards recipients that are able to reach full application of EU standards for
the whole farm during the realization of the investment project. Therefore investments
in this sector should be focused on appropriate livestock housing, feed storage and
manure management.

Processing industry

Number and size

Total number of slaughter facilities (982 operating officially in March 2010)
currently employs between 20,000 and 25,000 people. The estimated number of
registered meat processing in establishments in 2002-2012 is presented in Table 9.

Table 9: Evolution of meat processing in registered establishments in
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2002-2012, (000) t

2002 2006 2010 2012
Beef & veal 190 185 167 161
Pig meat 473 417 399 368
Sheep meat 36 45 44 54
Poultry 88 100 120 140

Source: SORS

The total number of 1,197 facilities for slaughtering and processing shows that
Serbia has excessive slaughtering and meat processing capacities, indicating that
the level of actual utilization is below projected capacities. Only about 0.5% of them
hold an EU export licence, implying that the vast majority are not in compliance
with standards mandatory for export to the EU.

Table 10: Number of facilities for slaughtering, cutting and processing of meat

. Facilities -
Facilities Facilities - export
Type of the facility (domestic SR (third
market) .
countries)
Slaughterhouse (red meat) — ungulates 277 2 9
Slaughterhouse (poultry) 31 - -
Combln_ed facilities (slaughtering, cutting, 415 3 32
processing — red meat)
Combined facilities (slaughtering, cutting,
. 19 1 9
processing — poultry)
Processing of meat and manufacturing of meat
455 - -
products
TOTAL 1,197 6 50

Source: MAEP

The current overall slaughterhouse capacity certainly exceeds the demand of the
local market and in future with more consistent implementation of domestic
standards and adoption of the EU standards the number of these facilities will
significantly reduce. It is estimated that 44% of beef, over 14% of officially
slaughtered sheep meat and almost 78% of pig meat (45% pork and 33% bacon) is
consumed as a processed product; therefore the secondary processing sector is
extremely important.

Level of production guality

Carcass classification of cattle, sheep and pigs does not exist in Serbian slaughterhouses.
Therefore, in most cases, the payment is based on the use of live weight animal and/or
on the basis of age during the sale. One of the most urgent tasks is the registration on
classification of carcasses on the slaughter line.

Market and trade

Market situation (Products, consumption pattern, trade)
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The foreign trade exchange of meat and meat products for 2013, records a negative trade
balance of EUR 13.3 mill. Imports of meat and meat products was EUR 66.9 mill (in
2012, it was EUR 57.8 mill), while exports of these products in the 2013 was EUR 51.8
mill (in 2012, it was EUR 46.4 mill), source: Statistical Office of the Republic of Serbia,
Report No. 24, 31.01.2014.

The market supply of beef in Serbia is not a sufficient to satisfy the domestic market
needs as well as the export. The quota for beef exports at preferential conditions for the
European Union market amounts to 8,700 tons per year, but only 5% of this was used.

In 2012, the import of frozen beef was about 154 tons and export was only about 29 tons.
The total fresh beef export is 1,500 tons, out of which about 630 tons was exported to
the EU. The same goods exported in 2007 were about 9,100 tons, out of which about
2,300 tons were exported to the EU.

In 2013, the Serbian meat industry recorded production of fresh beef and veal meat at
the level of the previous year (161 thousand tons). However, in comparison with the the
five-year average (2008-2012), it represents a reduction of 6%. Fresh pig meat
production of 2013 showed 4% growth (to 381 tons), but this remains lower than in the
five-year average (2008-2012) for 2%. Fresh poultry meat production stayed at more or
less the same level through the past four years. Throughout the same period, production
of processed meat products has remained stable but production of canned meat has
increased by almost 100%.

For the Serbian meat processing sector the most important meat production sub sector is
pig meat (Table 11). Generally production decreases annually together with the number
of pigs and sows.

In the last decade, the number of cattle dropped by 20%. This has a large impact on the
processing industry which is more and more looking for import of meat to satisfy
processing demands. Serbia is trying to recover its traditional export markets for live and
processed young beef.

The production of poultry meat in Serbia is dominated by a relatively small number of
producers and processors. Nevertheless, it plays a key role in the meat sector and has
increased its share in consumption.

Table 11: Meat production in Republic of Serbia (gross indigenous meat production in
(000) t carcass weight)
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Structure
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2010-12
(%)
Beef
meat 93| 90 83| 95| 99| 100| 96| 81 82 18.5
Pigmeat | o490 | 253 | 255| 289 | 266| 252 | 269| 271| 252 56.5
Poultry
meat 65| 67 75| 70| 76| 80| 84| 103 94 20.1
Sheep
meat 20| 21 20 20| 23| 24| 23| 24 22 4.9
TOTAL | 420 | 431 | 433| 474 | 464 | 456 | 472| 479 | 450 100.0

Source: SORS

Market and export requlations of Serbia

The Stabilisation and Association Agreement with the EU and the CEFTA agreement
have created new opportunities to increase agricultural exports to Europe. However, for
now Belarus, Russia and CEFTA members along with Italy and Greece are likely to
remain the primary markets for beef, in view of existing meat supply and quality.

Serbian agriculture will require further development to capitalize, first on the markets
which are available through the EU Interim Trade Agreement, and later to the enlarged
market through full membership of the EU.

Level of attainment of EU standards especially in the areas of health, hygiene, food
safety at farm and processing level

Currently there are six EU licensed slaughterhouses and four registered for CEFTA
trade. The stated capacity of the six licensed facilities for export to EU markets is 875
cattle per day, slaughtering and cutting.

Comparing to EU food safety requirements and related standards, Serbia lacks
quality assurance systems and therefore concrete data on deficits is missing. This is
the main factor hampering development of the food industry. The disparity in the
use and application of the EU standards in production and food processing is shown
in Table 10, where it is shown that only a share of 0.5 % of the total of facilities is
licensed for export to the EU i.e. fully in compliance with the standards.

Identification of training needs for the sector

Farmers — producer groups:

Training should relate to the following topics:

— book-keeping and management, undertaking a new, market-oriented approach,
— application of new livestock production technologies,

— improvement of production quality and hygiene and food safety,

— environmental protection and animal welfare,

— dissemination of principles of good agricultural practice.

Slaughterhouse industry:
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The main focus and orientation should be on training for implementation of GHP, GMP
and HACCP principles, as well as 1SO 9001 management. Furthermore, it is very
important to conduct training on meat cutting and grading according to the EU regulation
“Grading of Cattle under EC/1215/2003.

Identification at sector - level

Changes on farms:

Serbian farms are not sufficiently equipped with machinery. Farm buildings and the
associated infrastructure needs to be improved. This can be achieved through
investments for upgrading and equipping of existing facilities and construction of new
ones.

Investment support for improvement of nutrition, quality of the breeding material and
facilities for housing of animals have to be established, along with support for manure
handling, storage and distribution according to the EU standards.
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Chanages in processing industry:

Modernization in respect of veterinary, health and environment protection standards is
vital. Currently, required standards have only been introduced by a small number of meat
processing plants that have licenses to export to EU. Apart from that, Serbian meat
production shows a low degree of utilization of established production capacities and
low level of specialization in specific products. Technological infrastructure of
slaughterhouses and meat processing plants is also low.

Where should investments take place?

On agricultural holdings:

Priorities include the replacement of poor technical equipment and old buildings and
introduction of new technologies and modes of livestock production processes in
compliance with food safety, environmental protection and animal welfare. These are
requirements for farms of all sizes. Furthermore, there is a need to improve mechisation.

In the processing industry:

Investments to meet EU food safety and environmental protection standards are the first
priority. Additionally, investments should be aimed at market orientation of production,
utilization of existing market niches, creating new sales outlets, introducing new
technologies, etc.

2.2.4. Fruit & Vegetable sector

Background and Key Figures

The fruit and vegetable sub-sector makes up about 20% of overall agriculture production
value.

Production/Farmers

Number and Size

The structure of the fruit and vegetable sub-sector can be described as
heterogeneous. Primary production is only partly based on the operation of socially
owned collective farms, whilst the largest share of total production is derived from
the family-owned farms.

Orchards account 5.7% of utilized agricultural area, whereas plum orchards
account for about half of this. More than one half (54%) of fruit production
holdings operate on less than 5 ha of UAA.
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Table 12: Utilized agricultural area in fruit production, ha

Agricultural Utilized agricultural area, ha
holdings (AH)

<1 | 11-2| 21-5 5.01-10 10.01-50| 50< | Total
No.of AH
(fruit and 60,079 | 57,219 | 101,608 | 53771 | 21,412 | 1,114 | 295203
berries)
No.of AH 1202 | 1301| 3016| 1,698 656 | 19| 7,982
(strawberry)
No.of AH 81436 | 1,590 716 131 88 16| 83,977
(vineyards)
No.of AH 0 2 4 1 3 1 11
(hops)
Total 142807 | 60,112 | 105344 | 55601 | 22,159 | 1,150 | 387,173

Source:; 2012 Agriculture Census, SORS

40% of the land in vegetable production is attributed to small holdings below 5 ha.
Most of these grow tomatoes, peppers, beans, cabbage, watermelon, melon, onions
and garlic, peas etc. This production is for direct consumption, internal use and
industrial processing. On large farms, the most commonly grown vegetables are
peas (30%), peppers (9%) and string beans (7%) and production is primarily
organized for the processing industry.

Table 13: Utilized agricultural area in vegetable production, ha

Agricultural Utilized agricultural area, ha

holdings (AH) 1 T 115 [ 215 | 501-10 | 100150 | 50< | Total
No.of AH 11,947 | 10,169 | 17,097 | 8,372 3,160 | 115| 50,860
(tomato)

No.of AH 15,040 | 14,300 | 23,065 | 10,033 3903 | 210| 66,551
(eppers)

No.of AH 10,972 | 23261 | 42,820 | 22,397 8,663 | 252 117,365
(potato)

No.of AH

(crops in 3,768 | 2,787 | 5253 | 2486 1,248 83 | 15,625
greenhouses)

Total 50,727 | 50517 | 88,235 | 43,288 | 16,974 | 660 | 250,401

Source: 2012 Agriculture Census, SORS

Fruit production

Areas under orchards were 239,846 ha in 2012, representing 4.4% of UAA. Within
this area, traditionally, plum orchards predominate (41%), followed by apple
(20%) and sour cherry orchards (10%). The distribution of fruit-production is
shown in Table 14.
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Table 14: Production of fruit in Republic of Serbia

Structure
Pr?go%‘;“ton 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 ?22?0}3'

Total 1218 | 1,381 | 1,299 | 1,452 | 1,077 | 1,337 | 925 100.0
]Tr‘fjtft";‘é"eocci’gg 1,073 | 1,242 | 1,045| 1,295| 927 | 1,178| 802 86.7
Apples 240 | 245| 236| 282| 240| 266| 179 19.4
Pears 58 61 62 68 48 65| 39 4.2
Cherries 23 29 30 29 22 29| 22 2.4
Sour cherries 81 100 90 105 66 91 75 8.1
Apricots 22 23 22 31 23 33| 17 1.8
Quince 10 13 12 15 11 14| 1 1.2
Plums 556 | 681| 607| 663| 427| 582| 391 42.3
Peach 59 66 63 77 69 75| 54 5.8
Walnuts 24 25 24 25 21 24| 15 1.6
(ngﬁ"ffli't')r eS| 145| 139| 54| 157| 150| 159| 123 13.3
Blackberries 31 29 32 34 33 34 26 2.8
Raspberries 80 77 84 87 84 90 70 7.6
Strawberries 34 33 38 36 33 36 27 2.9

Source: SORS

Vegetable production

In the period 2009-2012 significant vegetable yield is recorded, although production
was lower due to drought in the 2012 growing season. Vegetables are produced in
a quantity of around 1 million tons annually (according to the 2012 Agriculture
Census), which is not sufficient to meet domestic demand.

Within this production (02010-12), potatoes hold the largest share (36%0), followed
by cabbage and kale (16%), melons and watermelons (12%o), tomato (10%0), pepper
(8%0) and onion (7%). Most of the area under vegetables is owned by small farms,
which produce mainly for fresh consumption in the household and less for
industrial processing. Around 10,000 ha are in the possession of large producers,
growing vegetables for industrial use, such as peas (30%0), pepper (9%) and beans
(7%0).

Level of production guality

Quality of production is characterized by a low technological level, including old
and traditional orchards and vineyards, old varieties, inexistence of irrigation
systems, inadequate plant protection, inadequate protection from hale, old
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machinery and equipment for plant protection and harvesting. Only 13,444 ha of
orchards and 19,868 ha of vegetables are irrigated.

Table 15: Production of vegetable (including potatoes)

. Structure

Production
2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | ¢y 2010-12
(000) t %)

Total 2,279 1,871 2,120 2,207 2,201 2,166 1,618 100.0
Potatoes 930 743 844 898 887 891 578 35.7
Carrots 68 57 66 68 101 60 47 2.9
Onion 140 116 141 131 144 140 107 6.6
Garlic 26 21 24 23 22 21 17 1.0
Beans 55 39 42 46 43 39 27 1.7
Kidney 14 13 15 17 18 17 12 0.7
beans
Green peas 36 35 42 39 37 41 33 2.0
Cucumbers 67 60 62 67 70 72 55 3.4
Cabbages 325| 280| 301| 326| 337| 315| 266 16.5
and kale
Tomatoes 189 152 176 189 189 199 156 9.6
Peppers 177 150 151 171 155 145 130 8.0
Melons and 251 205 256 | 230 197 225 190 118
watermelons

Source: SORS

Processing Industry

Number and Size

Serbia has a long tradition and experience in production of fruit, including grapes and
vegetables and their processing represents great potential.

Industrial processing of fruit and vegetables is in transition. Serbia has large processing
facilities, but they are badly deployed, commonly found in areas with a small number of
manufacturers. Some facilities have been privatized and others are in the process of
privatization. A significant number of processors are no longer operational and others
have obsolete equipment, mainly due to a lack of investment. Most facilities have
equipment that is below the required standards for export, especially for the EU market.
Only a small number of companies have high processing technology.

Serbia has a significant source of raw materials for processing and export. The ten-
year average production is about 2.1 million tons of fresh vegetables and about 1.2
million tons of fresh fruit. However, this was not sufficiently used, since only 15%
of vegetables and 20% of fruit produced in Serbia, is processed and sold.

Heat processing and drying of fruit and vegetables, as well as the production of
juices, is performed by 85 firms with a total installed capacity of about 565,000 tons.
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A significant part of the processing capacity relates to the production of fruit and
vegetables.

There are 181 registered cooling facilities in Serbia for the preservation of fruit and
vegetables, which account for a total capacity of 608,000 tons.

The majority of existing cold store facilities is obsolete and without air-
conditioning, resulting in large losses. The extension of the fresh fruit season is
limited by these poor storage capabilities. Only about 12 cold storages have ULO
(ultra low oxygen) technology or quality systems in operation (e.g. HACCP and ISO
standards).

Besides large units there are about 363 small cold stores with capacity ranging from
50 to 350 tons. Several of these facilities have been recently established by farmers
in order to increase their competitiveness on the market. Only around 50% of
facilities for hot fruit processing and mixed fruit and vegetables are fully
operational.

The number companies in the fruit and vegetable sector, regarding the processing
capacities, are shown in the Table 16.

Table 16: Number of bigger companies in fruit and vegetable sector
>2 Mill. kg 1-2 Mill. kg | 0. 5-1 Mill. kg | 0.1- 0.5 Mill. kg

No. of
companies
Source: Chamber of Commerce

18 29 27 109

Market and Trade

Assessment of market situation (products, consumption pattern, trade)

There is great potential for export, especially for canned, frozen and dried vegetables.
Fruit export is increasing significantly due to access to new markets. Frozen fruit account
for 80% of exports and fresh fruit 16.6%. The export of fruit contributed significantly to
agricultural development in the last twenty years. One of the most profitable products is
raspberries, which is mainly exported as a frozen product to the EU market. Fresh fruit
(mainly apples) are exported in to the Russian Federation, Germany, Austria and
Scandinavian countries.

Level of attainment of EU standards

Regarding the fulfilment of food safety standards in the fruit and vegetable sector, the
main legal acts are in place but without corresponding by-laws, implementing
regulations and control measures. Therefore no statistics on these issues is available.

The Law on Food Safety that entered into force in 2009 (“Official Gazette of
RS”41/2009)* is harmonized with the EC Regulation 178/2002 and EC Regulation
882/2008. It defines the competencies of Ministry of Agriculture and Environmental
Protection (MAEP) and Ministry of Health (MoH). This law establishes the Directorate
for National Reference Laboratories (DNRLs), the law on Ministries and rules on
organization which defines the structure and management lines between relevant
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directorates and their sub-units. Official controls in internal control are randomly
performed by agricultural inspection.

Laws on pesticides, plant health and breeders’ rights are partially harmonized with the
EU directives and regulations. Important gaps remain, especially when it comes to the
enforcement and control. The laws on seeds and planting material for fruit and grapes
are partially harmonized with EU laws.

Identification of training needs for the sector

Training activities shall primarily assist producers to improve competences to increase
their productivity and competitiveness in order to comply with the acquis
communautaire. Inspectors of the MAEP should receive trainings to be able to conduct
controls for the fulfilment of the national and the EU standards (Good Agricultural
Practices or environmental measures).

Identification at Sector-level

Needs for the development of the sector

The major recommendations for actions to improve competitiveness in the fruit and

vegetable sector are as follows:

— Development of agricultural infrastructure on the land,

— Establishment of modern wholesale markets, distribution/packing centres,

— Training and education has to be strengthened,

— Diversification of fruit and vegetable varieties,

— Competitiveness of Serbian products should be improved,

— Priority should be given to the development of producer groups,

— SMEs should be supported by assistance in development of business plans,
standardization, certification, food safety and networking with European partners.

Where should the investments take place?

Investments in agricultural holdings:

— Investments in machinery for post-harvest management,

— Investments in establishing of modern storage facilities,

— Investments to support the establishment of modern distribution/packaging centres
and wholesale markets,

— Investments in new technology,

— Investments to improve quality and standards.

Investments in the processing industry:

— Investments to upgrade existing facilities for processing in SMEs,
— Support to certify production facilities and final products.
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2.2.5. Other crops (cereals, oil crops, sugar beet)

Background and key figures

The largest area of agricultural land in Serbia is used for cereal production and it
occupies around 60% of the total harvested area. Production of cereals in Serbia is one
the biggest components of agricultural output, with a share of around 32% of the total
(2004-2012). Maize is the most represented crop with over 1.2 million hectares sown,
followed by wheat with around half million hectares. This represents a share of 25% of
the agriculture production value for maize and wheat with share of 6.6%. Due to the
large sown areas under cereals, they are among sectors with the highest value of the
primary production, which additionally increases by further processing. Serbia is the
biggest regional producer of cereals and, according to FAO data, it is the world’s 19th
largest maize producer and the 35th largest wheat producer. The production of cereals
satisfies the needs of the domestic processing industry, and provides some quantity for
export. For example, in recent years, in total export value of goods from Serbia, in the
first place is maize. The market chain of cereals is short and informal channels of sale
are prevalent.

Around 400,000 hectares of arable land is under industrial plants (12% of total
harvested area). The largest share of areas under oleaginous plant is in the territory
of Vojvodina, where processing capacities are also located. Sunflower and soya
beans are among the most important agricultural crops in Serbia (growth in
rapeseed production has been noticed in the last decade).

Serbia falls into the group of the biggest sugar beet producers in Europe, and in the
world, according to the FAO data; it takes the 14" place in soya bean production and the
15" in the sunflower production. Thanks to a long tradition and favourable climatic and
land conditions for production, Serbia achieves satisfying average yields for oleaginous
plants. Domestic needs are satisfied with oleaginous plant production, while significant
export products are sunflower and soya oil.

Regarding average yields of cereals, Serbia is on the lower level compared to EU
member states, and they are especially low for wheat. Although, one explanation is that
harmonization of data about yields is not yet finalized and it can be expected that the
eventual figures will be higher. There are few innovations in production and post-harvest
technology and price have pronounced seasonal trends, depending on the balance of
demand, price and quality competitiveness. Oil plants and sugar beet are exceptions with
yields equalling European ones because most of their production is in the north Serbian
plains, on large farms with modern equipment. Serbia is one of the Europe’s important
crop producers, particularly for maize (Serbia produces 11% of the total EU-27), soya
(35%), sunflower (6%) and sugar beet (2.5%).

The reasons for low yields are multiple, such as technological regression, inadequate
agricultural practices, lack of suitable crop rotation, inefficient systems for knowledge
transfer, use of uncertified seeds, inadequate use of fertilizers and insufficient financial
resources.
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Producers

Cereals are the most universal crop group in Serbia, grown on farms of all types
and sizes. A total of 458,196 holdings (72.6% of total holdings) is engaged in
production of cereals and has about 1.7 million hectares, with average size of about
3.7 ha per farm. The highest number of holdings (37%0) is in the group of up to 2
ha, with a total area of about 123,000 hectares, which makes only 7% of the total
area under cereals, and the average area of the grains of 0.7 ha per holding. More
detailed figures are shown in Table 17. The difficulty of generating the funds
needed to increase productivity and profitability of this production on family
holdings is caused by a large number of parcels, small average area under cereals,
low average level of education of farmers, lack of information reaching producers,
as well as with other production and marketing related problems.

Table 17: Number of farms and area under cereals* by the farm

Number of Number of o
holdings | holdings (26) | U (&) | UAA(%)
Total (all farms) 631,552 100.0 3,437,423 100.0
Up to 2 ha of UAA 171,695 27.2 123,441 3.6
Above 2 hato5 ha 155,393 24.6 284,673 8.3
Above 5 hato 10 ha 81,686 12.9 295,833 8.6
Above 10 ha to 20 ha 30,809 4.9 227,283 6.6
Above 20 ha to 50 ha 12,669 2.0 237,129 6.9
Above 50 ha to 100 ha 4,231 0.7 195,024 5.7
Above 100 ha 1,713 0.3 352,179 10.2
Total 458,196 72.6 1,715,562 49.9

Source: 2012 Agriculture Census, SORS
* Wheat, rye, barley, oats, grain maize and other cereals for grain

Looking at the regions (NUTS 1 and NUTS 2), North Serbia, with 28% of the total
number of holdings involved in production of wheat, has 61% of the total area under
cereals, with the average area of grains of 8.2 ha per farm. Out of these holdings in the
region of VVojvodina, around 23% of the holdings possess 53% of the total area under
cereals, with the average area of 9.3 ha per farm. In contrast, South Serbia has a large
number of small farms producing grain (72%) with an average area of 2 ha per
household. It is the same for the region Sumadija and Western Serbia and Eastern Serbia.

Crops are cultivated using 425,000 double-axle tractors, 261,000 single-axle tractors,
25,000 combines and more than 3 million machine tools. Rural transport infrastructure
is underdeveloped, while agricultural machinery and equipment are generally in poor
condition. The average age of tractors is 12 years, while average age of combine-
harvesters is 15 years.

Processing industry

This sub-sector stands out as one with the highest number of manufacturers throughout
the food sector. So Serbia currently has about 370 warehouses for grain (different
capacity) that operate within enterprises and cooperatives, grain traders (exporters), as
well as craft objects, grain silos and mills. It is estimated that the total storage capacity
is approximately 3.8 million tons of grain, and the ratio between industrial and
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institutional capacities is 75:25%. The main problem is inadequate storage capacity and
outdated technology for drying and storage of goods.

In the production of animal feed there are a large number of craft objects and feed mixers,
while industrial facilities are generally related to warehouses and mills. It is estimated
that there is in total more than 750 industrial facilities, out of which 111 have the capacity
to produce more than 10 tons of concentrate per hour.

The bread-making industry has processing capacity for 2.5 million tons of wheat, which
in recent years, is used up to about 60%, with a relatively stable level of production in
the last ten years. Bread and pastries production is organized into objects of industrial
and artisan type. According to official statistics, there are 3,408 facilities, out of which
3,023 are smaller facilities and about 120 are large industrial plants. Pasta is produced
industrially at six facilities, while the number of trade facilities is much higher, and is
estimated to be in around 600 buildings. Annually production stands at about 35,000
tons of pasta, which is about 60 % of actual capacity. Capacity is evenly distributed, and
it can be noted that in parts of southern Serbia a larger number of artisanal facilities are
present. There are two factories for the production of starch with an annual processing
capacity of 140,000 tons of maize and they are both operational.

Currently, there is one plant for the production of bio-ethanol in Serbia which was built
in 2007 in Sid, with an annual capacity of 100,000 tons. The factory is able to produce
bio-diesel meeting the EU quality standard EN 14214,

Market and trade

The total purchase of wheat and maize has increased in the past decade. For all other
types of grain it can be noted that there is a reduction of purchasing power.

In the structure of exports, cereals occupy an important place with a share of 21% of the
total value of exports. Wheat and maize are net export products and from year to year
they are in the top ten agricultural products, both in the quantity and the value of exports.

Nevertheless, despite the positive development of the crop sector in recent years, the
farms are insufficiently equipped with technical equipment and machinery.

Serbia is on the way to create a mechanism for the risk assessment of applications to
import or grow biotech crops and products. There remains strong resistance to accepting
biotech crops and products derived from GMO crops. In 2013, a number of Serbian
mayors signed a so called “Declaration on GMO” calling for a ban on GE products in
their municipalities. In January 2013, Serbia signed the “Danube Soya Association”
Agreement promoting non-GE soya cultivation and processing in the Danube region of
Europe. Also during the last few years, a number of new civil society groups have
appeared sponsoring anti-GE crop campaigns.

2.2.6. Egg sector

Poultry production, with two main production lines - breeding broilers and production
of eggs, is the most represented branch of livestock production on the agricultural
holdings in the Republic of Serbia. Nearly seven, out of 10 holdings of all types, are
breeding poultry (Popovic, 2014). At the same time, poultry is the most industrialized
branch of agriculture, where as many as 37.3% of poultry are being kept in only 225
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holdings in the status of legal entities and entrepreneurs. According to the value of
production, the poultry occupies the third place in livestock breeding, with a share of
11.8 %. In the total value of agricultural production, according to data for 2011 year, the
production of hen eggs and broilers participate with 4.9%. The importance of poultry is
growing both in the world market and in the market of the Republic of Serbia (Popovi¢
et al, 2010). Eggs are one of the highest quality food for daily consumption and belong
to a group of high-protein foods and high biological value and nutrition.

A large number of small farms are characterized by the traditional way of production of
several categories and types of poultry and small production capacities, while products
are used mainly for the needs of their own household. Even 96.6% of households have
less than 50 laying hens, what represents 44.86% of the total number of hens in Serbia.

Table 17A: Number and structure of householdings where the laying hens are kept in
the Republic of Serbia (2012, Census of agriculture, Statistical Office of the Republic of
Serbia)

Number of | Number  of [ Structure (%) | Number  of | Structure (%)
laying hens householdings hens

1-49 267.261 96,62 3.780.280 44,86
50-99 7.399 2,67 410.455 4,87
100-299 1.113 0,40 149.843 1,78
300-499 198 0,07 66.525 0,79
500-999 133 0,05 85.447 1,01
1.000-2.999 255 0,09 411.789 4,89
3.000-4.999 84 0,03 304.824 3,62
5.000 and more | 160 0,06 3.217.510 38,18
Total 276.603 100,00 8.426.673 100,00

Table 17B : Total number and stucture of egg producers

Number of laying hens Number of householdings
5.000 — 10.000 89

10.000 — 25.000 30

25.000 — 50.000 17

50.000 — 100.000 7

100.000 — 150.000 4

150.000 — 200.000 4

200.000 and more 2

Total 153

Source: Veterinary Directorate, March 2019.

On the other hand, production takes place in the facilities of medium and bigger capacity,
with the usage of a high level technology with partially or fully mechanized work
operations and with feeding of complete mixtures of concentrated feed, which
contributes to high bearing capacity and excellent production results. On the 160 farms,
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where is kept more than 5000 hens, there are 3.217.510 hens, i.e. 38.18% of the total
number in the country.

The Statistical Office of the Republic of Serbia collects and publishes data on the number
and capacity of laying hens and the total number of eggs carried in the Republic of Serbia
systematically and continuously. The data are identical to those shown in the database
of FAOSTAT Food and Agriculture Organization ( http://www.fao.org/faostat/en/#data

).

According to the analysis of the Poultry Association, until 2012 the import of eggs and
egg products was greater than export and trend in recent years has being changed. The
difference between imports and exports has been significantly reduced. During 2016 the
import was about 4,7 million consuming eggs and about 68,5 million eggs through
products (predominantly melange (egg) powder and powdered yolks), while 41,5 million
eggs and around 6,3 million eggs through products were exported. In 2017, it was
imported about 7,56 million eggs and about 75 million eggs through products and it was
exported about 42 million eggs and approximately 6 million eggs through the products.

From the Republic of Serbia eggs are exported exclusively in Bosnia and Herzegovina,
Montenegro and Northern Macedonia, while egg products are imported in huge
quantities from EU countries, despite the fact that in Serbia there are two approved
facilities for egg processing.

Green markets in the Republic of Serbia occupy the most significant place in the direct
marketing of agricultural products. Vegetables and fruits are traditionally being sold at
the green markets, so this channel of direct marketing will probably remain important in
the future (Zari¢ et al., 2016). A similar conclusion can be drawn for both broilers and
eggs, according to the data of the Statistical Office of the Republic of Serbia in the period
2009-2013. the share of turnover in the green market in the total turnover of poultry and
eggs was 56.65%. Total value of turnover of agricultural products in the green markets
in the Republic of Serbia in 2018. compared to 2017. is higher by 5.8%. The turnover of
broilers and eggs occupies 13, 3% in the total share structure of value of agricultural
products in the green markets in 2018. (Statistical Office of the Republic of Serbia,
2019).

There are two approved egg processing facilities in Serbia: "Takovo™ Indjija and
"Melange"-Valjevo. One of the facilities is producing only for its own needs. During
2018, a total of 225,000 kg of dried and 15,000 kg of liquid products were produced,
from which about 30,000 kg were exported. After the introduction of the new computer
program of the Border Veterinary Inspection of the Veterinary Directorate from 1st July
2018. it is possible to follow the import of all different egg products. Until then, it was
followed by the wide range of product groups.

Quantities of imported dried melange (egg powder) and dried egg yolks during the
second half of 2018, are equivalent to 36 million eggs. Based on the analysis of the
quantities of produced and imported egg products in the Republic of Serbia, it can be
concluded that nearly 70% of the needs are fulfilled through the import.

Depending on the structure, the production of eggs in the Republic of Serbia is
represented in three different types:
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1.Extensive production in the rural households for self-consumption,
2. Semi-intensive or intensive production of smaller volume,
3. Intensive high-efficiency production.

Extensive production of eggs in the rural households is generally of a small volume for
self-consumption. In certain periods of the year, these households have overages of eggs
which are placed on the market in accordance with the National Rulebook on small
quantities of primary products, "Official Gazette of the Republic Serbia "number
111/2017. The producers directly sell or deliver to the final consumer, or local retail
establishments who are supplying directly final consumers, eggs in quantities up to 500
eggs per week, i.e. 10,000 eggs per year. The selling area is their own and neighboring
municipalities, and the selling chains can be a household, a local green market, home-
delivery ("door to door " sale), a local retail store and local events (short food supply
chains).

Producers with semi-intensive or intensive production of small volume are breeding hens
in facilities approved by the Veterinary Directorate with a capacity between 350 and
5,000 hens. The total number of these producers is about 800, and most of these holdings
are operative and well organized family farms on a local level.

There are about 150 large organized holdings with intensive production in the Republic
of Serbia, which sell 1.5 billion eggs on the market annually and supply distribution
centers or direct retail chains and facilities. The biggest part of this production is located
at 15-20 producers (Skori¢, 2017).

Harmonization of national legislation with EU legislation brings to producers additional
costs related to animal welfare, food safety and environmental protection. Economic
researches have shown that the application of EU legislation increases the costs of egg
production by an average of 16%.

The provisions of the Rulebook on the conditions for animal welfare (Official Gazette
of RS", No. 57/14) must be applied till 31st December 2020.

For each hen from 1st January2021 it should be provided a floor area of at least 750 cm2
in enriched battery cages, which is a large increase in the surface which is now 550 cm2
in unenriched battery cages.

2.2.7. Viticulture
Background and Key Factors

The grape production sector in Serbia is very specific, since it is distinguished by a large
number of grape producers who have vineyards of small areas. Based on the 2012
Agricultural Census, 80,341 holdings own vineyards, which is almost 13% of the total
number of listed holdings (621,445 listed holdings).

Based on the data of the Statistical Office of the Republic of Serbia, in 2017, the share
of wine production in the total value of agricultural production was 7.74%.Production at
the level of agricultural holdings

Number and size
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The structure of the viticulture and wine production is quite heterogeneous; however,
minor family holdings have the major share in the production.

More than one third (around 34%) according to the inventory of agriculture covers the
holdings that have extremely small vineyards or vineyards smaller than 0.1 ha. The
largest group of grape growing holdings (about 62%) are grape producers that have
vineyards of small areas, that is, vineyards from 0.1 to less than 0.5 ha. On the other
hand, only 6 listed wineries in Serbia covered by the Agricultural Census had vineyards
of 100 hectares or more.

Chart 1: Area under vineyards (ha) and number of inventory listed holdings with vineyards;
2012

50.000

40.000

30.000

20,000 1 ——

10000 1 ——

YO D O N §
ot o L i by e
L . by -\, I N ot o
oy © S R ’
m| Area(ha) Number of holdings

Source: Statistical Office of the Republic of Serbia

Compared to the total yield of fruits and grapes, grape production participates with about
10% in the total quantity of produced fruit that is followed by the Statistical Office of
the Republic of Serbia, pomes (apple, pear and quince), stone fruit (plum, cherry, peach,
sour cherry and apricot), berry fruit (raspberries, blackberries and strawberries) and nuts
(walnut).

Grape production

Based on data from the Statistical Office of the Republic of Serbia from 2018, the area
under vineyards is 22,150 ha, 21,328 ha of which are vineyards in fertility.

According to the data from the Vineyard Register, currently (as of the day of 1st March,
2019) 3,997 grape producers were registered with 19,265 vineyard parcels. Within the
Vineyard Register there is the area of 6,501.63 hectares of vineyards for mainly
commercial purpose.

The production of grapes, i.e. the yield has varied from year to year depending on
climatic conditions, but on average, for the last 10 years, the average produced quantity
of grapes has been 167,363.1 t.

Chart 2: Production of grapes (yield) by years (t); 2009-2018
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Production quality level

Although there are modern vineyard plantations, due to the high costs of growing and
maintaining vineyards, the quality of production predominantly has a lower
technological level. The fragmentation of vineyard plots, obsolete vineyards with some
of the major producers, the absence of certified cloned plants from autochthonous,
regional and domestic varieties, the unsuitability of mechanization and equipment to
modern vineyard production (vineyards with a larger number of vine plants per hectare),
as well as inadequate protection against diseases and pests, are some of the problems of
viticulture production in Serbia.

Processing Industry
Number and size

Serbia has a very long tradition in wine production, which has been based in the previous
period on large socialistic systems with vast capacities, while nowadays it is mainly
based on family wineries of very small, small and medium capacities. Significant
number of processing capacities, that is, former socialistic and cooperative wineries, but
few of the exceptions, have not been privatized or have had an unsuccessful privatization
process during the transformation process, so their decay has occurred consequently.
Together with the collapse of the wine systems, the vineyards were abandoned by the
co-operatives, that is, natural persons who used to produce grapes, hence it brought about
a great reduction in the area under vineyards in all wine-growing areas of Serbia.

Based on the data from the Winery Register, currently (2019), there are 353 wineries in
Serbia engaged in wine production. The total maximum grape processing capacities in
market-oriented wineries analyzed in 2019 (310 wineries) within that Register amount
to 195,073,521 kg of grapes. Moreover, 312 wineries from the Winery Register in 2019
currently have a maximum wine production capacity of 71,520,850 I.

The structure of wine producers in Serbia is similar to the structure of grape producers,
where wineries with very low wine production capacity prevail by the number of
producers. Namely, more than a half or 136 wineries have limited capacities for wine
production, below 20,000 I. A significant number of wineries (93) have slightly higher
capacities (from 20,000 | to less than 40,000 I) for wine production, but there are still
insufficiently large capacities for competitive wine production.
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The largest wine production capacities are at the 48 largest Serbian wineries, which have
a maximum individual production capacity of 100,000 | and more. This group of
wineries also includes 13 wineries that have the capacity for annual production of
1,000,000 liters of wine and more.

Chart 3: Number of wine producers registered in the Winery Register by maximum
available capacities for annual wine production; 2019
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General problems in wine production are scarce presence of controlled fermentation
systems and cold stabilization system of wine, as well as the lack of modern equipment,
suitable inert winery vessels, good quality vessels for wine aging and other equipment,
appliances and containers. In the case of low-capacity wine producers, there are certain
problems in production facilities in terms of maintaining adequate temperature and
hygiene of facilities and vessels.

Production quality level

Although there is legal compliance in the Republic of Serbia with regard to the
categorization of wine products and systems of geographical indications with the
provisions of the EU legislation, currently there is no satisfactory share of production of
high quality wines with geographical indications (the so-called PDO/PGI wines).
Inadequate conditions and capacities for the production of high quality wines, i.e.
obsolete equipment and vessels in certain wineries, in addition to other technical and
administrative obstacles and the absence of a certification bodies system, largely affect
the limited production of wines with geographical indications.
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Chart 4: The ratio of production of wine without geographical indications and wine with
geographical indications; 2016-2018
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Market and trade

The supply of the Serbian market with domestic wine is not sufficient for own needs,
and general speaking, the import of wine is at least twice as large as export, both in terms
of quantity and value of wine.

The Stabilization and Association Agreement with the countries of the European Union
and the CEFTA agreement allowed the export of wine to these markets, but due to the
decay of wineries and the clear cut of numerous vineyards in the previous period, Serbia
Is unable to respond to the demands of these markets in a quantitative manner. On the
other hand, the Free Trade Agreement with the Russian Federation resulted in a certain
increase of wine export to this market.

According to data by the Statistical Office of the Republic of Serbia, in the ten-year
period 2009-2018, at the annual average level, Serbia exported 12,622,000 I of wine
(without aromatized wine) with an average annual value of exported wine of 13,397,000
EUR. The total average annual import of wine in the same period was twice as high i.e.
25.482.000 | of wine, and the total average value of imported wine was 25,721,000 EUR.
The total average negative balance in the observed ten-year period was 12,860,000 | in
terms of quantity, and EUR 12,325,000 in terms of value.

During the previous ten-year period (2009-2018), Serbia had the largest volume of wine
trade within the CEFTA market, from which most of the imported wine originated. From
this market, more wine was exported than imported, the average quantity of 18,102,265
I, while the average negative balance with this market in terms of value was 12,443,700
EUR. The average annual export to the CEFTA market was 5,365,500 | in the observed
period (with an average annual value of 6,734,100 EUR), and the import was four times
higher, i.e. 23,467,800 | (with an average annual value of 20,313,500 EUR).

According to the data by the Statistical Office of the Republic of Serbia for the ten-year
period from 2009 to 2018, a positive foreign trade balance was achieved with the EU
countries in terms of wine quantities (798,100 I), but a negative average annual balance
in terms of wine value (EUR 3,384,700). The average export to the EU market in the
observed period was 2,733,000 | (with an average annual value of EUR 1,935,560), and
the average annual import was 1,935,000 | (with an average annual value of EUR
5,167,260).

An important part of wine trade is carried out with other countries (primarily with the
Russian Federation), the only place where Serbia achieves an average annual positive
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balance, both in terms of quantity (4,444,300 I) for the period 2009-2018 and in terms
of value (4,486,500 EUR) for the same period of years. In the observed period, the
average annual export to third-country markets amounted to 4,523,500 | (with an average
annual value of 4,727,300 EUR), while the average annual import amounted to 79,200 |
(with an average annual value of 240,950 EUR).

In addition to wine, according to the data of the Statistical Office of the Republic of
Serbia for the ten-year period (2009-2018), Serbia recorded a positive average annual
balance in the import and export of aromatized wines by the quantity, where the average
balance for the quantity of aromatized wine was 23.840 |. Negative balance is achieved
in terms of value of aromatized wine, in average annual value of 72.330 EUR.

What should be invested in?
Investing in agricultural holdings:

The primary objective of the IPARD Il Programme is to strengthen the viticulture and
wine production sector in order to achieve the EU market standards. Agricultural
holdings have the need to grow vineyards with quality seedling material of appropriate
varieties, clones and rootstocks adapted to specific local ecological conditions. Certain
vineyards with varieties whose wine is not competitive or does not reflect the ecological
and anthropogenic factors of wine-growing areas of Serbia and the vineyards infected
with incurable diseases should be replaced with the vineyards with appropriate varieties,
preferably autochthonous, regional and domestic created varieties. Additionally, certain
vineyards need to be reconstructed aimed at modernization and acquiring competitive
products.

Agricultural holdings engaged in grape production need to be modernized and improve
their mechanization in order to be more effective in carrying out agro-technical and
amphelotechnical measures in modern viticulture, as well as to introduce new production
technologies.

It is necessary that producers of table grapes are provided with suitable conditions for
storing of table grapes in order to achieve better competitiveness.

In terms of grapevine nursery, IPARD Il Programme would, through investments in
facilities, equipment, mechanization, as well as mother planting, enable the production
of quality vine planting material of proper higher phytosanitary categories.

Investing in the manufacturing industry:

The IPARD Il Programme should enable the application of EU requirements and
strengthening of the competitiveness of wine/wine products and aromatized wine
products through the construction and equipping of modern production facilities, but
also through the modernization of equipment for the production of wine/wine products
and aromatized wine products, installation of modern internal laboratories and other
needs aimed at improving product quality. Producers of wine/wine products and
aromatized wine products also have the need to be supported in terms of production of
value-added products.
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2.3.  Environment and land management

Serbia intends to introduce agro-environmental measures in the later stage of the
programme in line with preparedness of the institutions and potential recipients.
Nevertheless also the investment measures are also destined to create a
considerable impact to improve the environmental situation. Serbia has not yet
defined GAEC-standards at the national level.

2.3.1. Biodiversity

Serbia is characterized by high genetic, species and ecosystem diversity.
Mountainous and hilly areas of Serbia, as part of the Balkan Peninsula, are one of
six centres of European biodiversity. In addition, Serbia is potentially one of the
global centres of plant diversity, in terms of wealth of flora.

The Biodiversity Strategy of the Republic of Serbia and Action Plan for the period
2011 -2018 (Official Gazette of RS No. 13/2011)* includes an overview of the status
of biological diversity in Serbia, the most important factors threatening
biodiversity, as well as an overview of human activities which trigger these factors.
It emphasizes the richness of Serbia in autochthonic cultivated plant and in agro-
biodiversity which includes species and habitats of cultivated plants and animals.

Genetic resources of Serbia’s agriculture are very rich; it is considered that between 700
and 800 varieties and species of different genetic resources exist in Serbia.

The biggest impact of agricultural activities on biodiversity comes from intensification
of agricultural production through the conversion of large areas into monocultures and
the use of chemicals.

There is no centralized database or coordinated system of biodiversity monitoring at
national level. Biodiversity monitoring is incomplete and fragmented. The quality and
quantity of data are very different, not standardized and often not comparable with data
in other European countries.

Genetic resources in Serbia are very rich and include a large number of indigenous
varieties and breeds of cultivated plants and animals:

1) Plant genetic resources

Serbia is characterized by a huge geographic and biological diversity reflected in the
richness of indigenous flora. According to the most recent estimates, the flora of Serbia
contains around 4,000 species out of total of 11,000 plant species in Europe.

It is estimated that the domestic agricultural organizations hold around 15,000 samples
of cultivated plants in the form of seeds and about 3,500 samples of fruit trees and vines,
mainly originating from Serbia and other Western Balkan countries. The national exsitu
collections of plant genetic resources, managed by the plant gene bank, comprisie a total
of 4,238 samples. In nature, there are approximately 1,000 wild relatives of cultivated
plants in situ. In addition, there are over 400 known species of medicinal plants officially
registered. 150 species are legally protected from use and transport and there is a great
potential of plant species (about 1,800 honeybee species) and ecosystems, and habitats
for pollinators (honeybees, bumblebees) for use in agriculture.
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2) Animal genetic resources

According to the latest data, the indigenous, locally adapted breeds of Serbia were
suppressed and ignored. Fifteen species of domestic animals and 30 endangered species
were registered. The application of conservation and rational utilization of animal
genetic resources directly contribute to the conservation of biodiversity, favouring
sustainable production systems, promotion of local products, as well as the development
of the region as a whole. The trend of the population of indigenous breeds is stable, with
a slight increase. A bank of animal genetic resources has not yet been established.

3) Forest genetic resources

The general condition of forests is classified as "unsatisfactory”. The negative impact of
forestry on biodiversity includes the establishment of monoculture plantations with
poplar (currently about 39,000 ha) and pine plantations (100,000 ha of Scots pine).
Forest stands of monocultures reduce biodiversity and degrade the overall quality of
habitat for many species. Forest genetic resources and forest ecosystems consist of 282
tree species, of which about 250 are indigenous. Of particular importance is the presence
of 88 wild fruit tree species in 18 genera. The most common are two types of beech and
oak. As a form of in situ protection of genetic diversity of forest tree species, as well as
for the purpose of their control use, 212 seed stands are recognized (58 coniferous and
154 deciduous species) in the total area of 1,865ha. Animal biodiversity of forest
ecosystems is characterized by the presence of 46 species of amphibians and reptiles,
350 species of birds and 94 species of terrestrial mammals.

2.3.2. Water quality

The Law on Water (Official Gazette of RS, No. 30/10)* — regulates the legal status of
waters, integrated water management, management of water structures and wetlands,
sources and means of funding water management, monitoring and implementation of
law, as well as other relevant issues regarding water management. The Law on Water
applies to all surface and groundwater, including drinking water, thermal and mineral
water. It is in line with the recommendations of the Water Framework Directive of the
European Union (Directive 2000/60/EC of the European Parliament and Council, WFD),
but the transposition of the WFD and other relevant laws and by-laws is still only partial.

In line with Law on Water, adoption of following national planning and strategic
documents is foreseen: the Water Management Strategy for the Territory of the Republic
of Serbia (planned for 2015), the Water Management Plan for the Danube River Basin
(and RBMPs for water districts, planned for 2015-2021) and programmes of Measures,
and Regulation on the Adoption of the Water Pollution Protection Plan (planned for
2015) which is in a final stage of drafting. Monitoring data are available only for 102
water bodies of a total of 496 surface water bodies. The water quality monitoring system
recently has been extended to include all the parameters needed to determine the
ecological status of water bodies. For groundwater bodies, only shallow groundwater is
monitored. The key sources of water pollution are mostly untreated industrial and
municipal waste water, drainage water from agriculture, landfill leachate and pollution
related to navigation in rivers and operation of power plants.
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In the draft Water Pollution Protection Plan, water nutrient load is been analysed for
certain categories of pollution sources, such as point sources (settlements and industry)
and non-point sources (land use, horticulture, livestock, etc.) and the related maps are
produced. According to the available data, average values for nitrogen are about 120
kg/ha per year taking into account the total load on the whole territory. In the case of
phosphorus, the average load is about 2 kg/ha per year, and about 3 kg/ha per year in
areas of intensive agriculture.

Sensitive and vulnerable zones as per the UWWT Directive and the Nitrates Directive
have not been delineated yet in Serbia. Currently a project is in place with the Swedish
Environmental Protection Agency to delineate these zones. The project is expected to be
completed in 2015.

Implementation of the EU Nitrates Directive (91/676/EEC) has not yet been initiated but
will be important for Serbia’s EU integration and will require considerable investment.
Support will be needed to sustain long-term water and soil quality monitoring in
intervention areas. The effective implementation of the Nitrates Directive can also have
important benefits for public health through improvement in air quality and moderating
the effects of climate change, since the poor management of animal manure is also linked
to increased emissions of methane and nitrous oxide. According to World Bank data,
agricultural emissions of GHG in the form of methane represented 44% in Serbia and
agricultural nitrogenous emissions 64% of the total of all these emissions from all
sources. In the EU, the respective data of agricultural emissions from these components
are 41% and 56%.

2.3.3. Climate changes and GHG emissions and their relation to
agriculture

Serbia is a member of the UN Framework Convention on Climate Change since 10 June
2001 and the Kyoto Protocol, as of 17 January 2008, with the status of developing
countries (non-Annex | countries). Serbia has no obligation to quantify the reduction in
emissions of greenhouse gases in the first commitment period, but the obligations
assumed by ratifying the Convention mean that it must establish and implement actions
that contribute to achieving its goals.

Agro-climatic classification of Serbia was performed on the basis of meteorological data
for the main climate station, for the period 1961 - 2004. Analyses show that the mean
annual temperature has increased. The territory is characterised by a drier climate in
lowland and valley areas, where most of the agricultural land is located. There was an
increase of 0.2°C during recent decades. The average annual temperature for the areas
at an altitude up to 300 m is 10.9°C, and for areas with an altitude of 300 m to 500 m
around 10.0°C. In mountainous regions above 1,000 m the annual temperature is about
6.0°C and at the altitudes over 1,500 m it is around 3.0°C. Considering the atmospheric
processes and characteristics of relief, rainfall on the territory of Serbia is unevenly
distributed in time and space. Most of Serbia has continental rainfall patterns, including
higher amounts in the warmer period of the year. The normal annual precipitation sum
for the entire country is 896 mm. In lower regions, annual rainfall varies between 540 to
820 mm. Annual precipitation increases with altitude. The areas with an altitude of over
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1,000 m have in average 700 to 1,000 mm of rainfall, while some mountain peaks in
south-western Serbia have precipitation up to 1,500 mm.

Table 18: The average annual temperature

Altitude (msl) Average annual temperature
O
<300 10.9
300-500 10.0
500-1,000 9.0
>1,000 6.0
>1,500 3.0

Source: Republic Hidrometerological Service of Serbia

More frequent and intense droughts in the past two decades have caused great damage
to the agricultural sector in Serbia. Next to this, there is an increased number of storms
and occurrences of hail and night frost. For Serbia, climate change leads to increased
variations in both temperature and precipitation and increased numbers of extreme
weather events. Climate change scenarios that were developed for Serbia show that in
every scenario temperatures will increase. Regarding precipitation, until 2,030 an
increase in precipitation is expected with unpredictable variations over different areas
and over the seasons. Later this century, overall precipitation is expected to decrease.

The expected effects of climate change for agriculture, based on climate change
scenarios, are the following:

Overall, agriculture in Serbia will experience decreases in main crop harvests of
maize, cereals, sunflower, legumes and potato. Strong effects are expected in the
form of drought, floods, extreme weather events and alterations to the water
table, leading to negative effects on agriculture due to increased water stress. In
addition, studies in other countries indicate that invasive species of plants, insects
and animals are already occurring or are expected to arrive, moving northwards.
This brings the danger of introducing alien pests to agricultural areas;

A threat to dairy farms lies in the fact that increased temperatures cause ‘heat
stress’ in animals which can cause lowering of milk and meat production.
Another threat to livestock and poultry is increased risk of occurrences of
“traditional” diseases (E-coli, salmonella, Q-fever, mad cow disease, foot and
mouth disease, blue tongue fever, etc.), but also an increased risk due to ‘new’
diseases (the African horse sickness virus, etc.). Climate change is expected to
increase the conditions in which these diseases and pathogens can survive and
spread.

Recent studies on climate change impact on forests show potential risks such as:

shifting of some types of forests in relation to their latitude and altitude;

changes of real distribution of different types of forests and their relation to each
other and changes in the composition of particular plant communities;

forest communities will be more exposed to various adverse impacts;
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o all above mentioned will negatively affect the conservation of biodiversity and
the prospect of a rational management of this natural resource.

2.3.4. Soil

The soil of Serbia is concerned by the following factors of land degradation: water
erosion, wind erosion, siltation of land, loss of nutrients, chemical pollution from
industrial sources, mechanical compaction of soil by heavy machinery, soil
waterlogging, flooding, loss of fertility and others. In the central part, 80% of the land
belongs to the classes that are well supplied with humus and 20% of soils are provided
in the class of very humus. 88% of the total surface is affected by water-erosion and 25%
by wind—erosion. The north is mostly affected by wind-erosion while in the south is
more under the impact of water erosion.

Due to the comparatively low intensity of livestock breeding the problem of emissions
and degradation caused by manure spreading is also low.

The entire territory of Serbia is affected by varying intensity of water erosion, but overall
it experiences medium levels of water erosion. In VVojvodina aeolian erosion prevails.

Erosion acitivity of slopes is dominant in terrains with degraded rock massifs. Most
intensive erosion with torrent activities is present in Vranjska Banja, Pcinja valley,
Grdelica gorge, the watershed of Vlasina, valley of river Lim, the upper stretches of river
Ibar and the mountain area of Sumadija.

Erosion and torrents occasionally cause big damage to settlements, industrial and energy
facilities, transport infrastructure and agricultural land. Fluvial erosion with degradation
of river beds and flooding of land are developed on river banks close to permanent water
flows, caused by heavy rainfall, melting of snow and development of slope erosion and
torrent activities of water flow in upper and middle parts of watersheds in hilly and
mountain regions. Intensive cutting of river beds and degradation of river banks can
cause landslide on unstable and semi stable slopes.

The collapse of river banks is dominant in areas with unregulated river beds, mostly in
rural areas, where agricultural land is damaged, but some unregulated or low regulated
banks also exist in urban areas. According to the data available, there was 6,996 km? of
land eroded in 2013 (3,708 km?in 2011), while around 277 km? is stabilized (362 km?
in 2011), which shows significant negative trend comparing to previous years.

Based on the available statistical data, it can be concluded that for the whole territory of
Serbia there are accurate figures on land slides, rock falls and erosion which is presented
in the chart below.

Sensitive and vulnerable zones as per the UWWT Directive and Nitrates Directive have
not been delineated yet in Serbia. Currently a project is in place with Swedish EPA to
delineate these zones and it is due to be completed in 2015.
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Chart 1: Eroded and reclaimed land

Significant results in the protection against erosion and torrential floods were obtained
in recent years, targeting environmental protection, protection of reservoirs, roads and
settlements. Serbia has national and local specialised companies and scientific
institutions with professional staff engaged in flood and erosion control and state policy
is applied to this area with adopted laws and bylaws.

Drainage

The UAA covered by drainage system was 1,971,000 ha in 2010, while the UAA drained
area was 1,673,000 ha, representing 33 per cent of total UAA. According to the Serbia
country review (World Bank, 2007) problems with poor drainage have led to
waterlogging, salinization and erosion. Drainage channels, associated structures and
pumping station have deteriorated over time. Rehabilitation of structures is required.
Estimations presented in the same study show a 20-30% crop yield increases as a result
of the improvement of drainage systems. There are no recent data available to evaluate
the current drainage system situation.

Floods

Directive 2007/60/EC of the European Parliament and of the Council of 23 October 2007
on the assessment and management of flood risks has been partially transposed into
national legislation through the Law on Water (OG RS, 30/10), and Regulation on the
establishment of the methodology for preliminary flood risk assessment (OG RS, 1/2012,
11.01.2011, 91-95). According to the Law on Water, protection from harmful water
effects the Preliminary Flood Risk Assessment encompasses preparation and
implementation of the Flood Risk Management Plans on the basis of flood hazard and
flood risk maps. Law on Water coverers the preparation of the General Flood Defence
Plan and the annual Flood Defence Action Plan, conducting measures of the regular and
emergency flood protection as well as measures for protection from ice on watercourses,
and measures for erosion and torrents control.
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Based on the Preliminary Flood Risk Assessment, which was completed in 2012 for the
territory of the Republic of Serbia, 99 Areas have been identified with Potential
Significant Flood Risk (APSFR) that is endangered by fluvial flooding. Preparation of
flood hazard and flood risk maps is in progress. So far, 27 out of 99 APSFRs have been
mapped within different projects. Flood Risk Management Plans shall be prepared for
the territory of Serbia, as well as for water districts. The overall objective and general
content of the plans have been set by the Law on Water and initial activities have started
at the international level, within the activities of the International Commission for the
Protection of the Danube River (ICPDR). The highest flood risk is concentrated in the
floodplains of the largest rivers, such as the Danube, Tisa, Sava, Drina, Velika Morava,
Juzna Morava, and Zapadna Morava, which host the largest cities and economic
activities. Rough estimations show that an area of about 12,000 km? and approximately
1,500,000 people are potentially endangered by fluvial flooding.

Wetlands

As regards the wetlands a number of Ramsar sites exist in Serbia and these and other
major wetlands are under appropriate protection in accordance with national Nature
Protection Legislation. However, it should be noted that many of the wetlands have been
drained in the past by river regulation works and drainage systems. Considering the
predicted precipitation changes due to climate change, some of the wetlands may be
under threat of degradation and even disappearance.

2.3.5. Usage of mineral fertilizers and pesticides

Average yields per unit of cultivated land have significantly risen in previous decades
due to the increased usage of various chemical inputs in the process of crop production,
most notably through usage of mineral fertilizers, various groups of pesticides, growth
stimulators, etc. However all of these chemical inputs affect biological processes and
their overuse can disrupt natural cycles and balance, primarily in the soil, as well as in
agro ecosystems and overall environment. Ultimately, they can also directly or indirectly
affect the health of animals and humans.

Mineral fertilizer consumption is, on average, 40 kilos per hectare. The use of
agrochemicals is considered as fairly low and it is being regularly checked through a
highly organized system of veterinary, phytosanitary and sanitary inspections.

Data on consumption of inputs (including fertilizers and pesticides) in Serbia have not
been available for a long period of time. Namely, the Farm Survey has not been
conducted for more than two decades. Based on the results of the Agriculture Census,
the first data on consumption of inputs were published in 2013. The Statistical Office of
Serbia will conduct the Farm Survey until 2016, which will allow regular reporting on
the use of inputs. The process of harmonization of data and time series for production
and yield of previous years, based on data from the Agricultural Census 2012, is
currently in progress and should be completed by the end of 2017. According to data
from 2012, use of mineral fertilizers was recorded on 491,157 holdings (77.8% of all
holdings) covering an area of 2,298,574 ha, while organic fertilizers were recorded on
314,299 (49.8%) households, covering the area of 400,276 ha. Plant protection products
were use on 455,103 holdings (72.1 %), which covered the area of 2,107,311 ha.
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The basic goal is to improve the situation by setting up a monitoring/control system for
agrochemical use, as well as to provide support for knowledge transfer through extension
services.

2.3.6. Concept of high nature value farming in Serbia

Serbia has taken the first steps in identification of HNV farmlands. The indicative
distribution of this land is initially elaborated using a limited amount of available data.
It indicates that approximately 11,872 km? of agricultural land is of HNV. This is
equivalent to approximately 19% of the UAA, and 13% of the total territory of Serbia.
It should be stressed that the real area of HNV farmland is in fact significantly higher,
as the approach followed only identified Type 1 HNV farmland (farmland with a high
proportion of semi-natural vegetation) and did not fully capture Types 2 and 3 HNV
farmland (farmland with a mosaic of low intensity agriculture and natural and structural
elements).

Traditional farming systems and areas of extensively-managed agricultural land support
a high diversity of wildlife species and habitats and/or the presence of endangered
wildlife species of European or global significance. Examples of low-intensity farming
systems, which have the potential to be HNV farming systems, can be found within each
of the three broad types of farming - livestock production, annual crops and permanent
crops. Ten types of HNV farming systems have been identified in Serbia:

1) Deciduous forests with a high proportion of grassland cover - Low intensity agro-
forestry systems with semi-natural grasslands grazed by sheep and cattle in
flooded forests on the banks of the Sava, Danube, Tisa, Tamis and other lowland
rivers of Vojvodina. One of the oldest agro-forestry systems in lowland Serbia.

2) Winter nomadic pastures on rural lands and stubble - These pastures are mainly
located in the Srem and Banat regions and in river valleys near high mountain
ranges across the whole of Serbia — this system is called popasa, and has now
disappeared.

3) Semi-natural meadows or meadows with sown mixtures used for hay production
- This farming system led to the creation of the landscapes of the Sumadija
mountains in Serbia. Their extensive management was characterised by late
mowing and reseeding with native species. Both practices resulted in the
maintenance of a high diversity of plant and animal communities.

4) Semi-intensive grazing of highland semi-natural grasslands in forest zones and
natural grasslands above the forest zone - Semi-intensive livestock system based
on grazing by sheep, cattle and horses of highland semi-natural grasslands in
forest zones and natural grasslands above the forest zone, typically found in the
more humid zones of Western Serbia.

5) Extensive nomadic grazing of highland grasslands - Extensive livestock system,
with sheep, goats and cattle grazing highland grasslands in Southern, South
Eastern and Eastern Serbia. Over 100,000 ha of pasture are under extensive
grazing, mainly by indigenous sheep breeds, such as Pramenka—Zeckel.
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6) Extensive grazing of closed village pastures - Extensive livestock system, with
free-range pigs, sheep and poultry, grazing on semi-natural vegetation in
managed orchards (mainly plums) and in forest patches, practised across all of
central Serbia.

7) Combined use mountain grasslands - Livestock system based on grazing by
sheep and cattle of valley meadows, mid-mountain combined-purpose meadows
and highland pastures.

8) Deciduous forests lopped for winter forage - An extensive mountain sheep
system, with winter forage collected from deciduous forest by lopping, practised
in certain mountain areas with limited resources for the production of winter
feed.

9) Marginal grazing on land with light, salinized or hard soils - Semi-intensive
grazing systems with grazing by sheep, cattle and donkeys on sandy dunes,
salinized or hard soils with high water table, typically found in the Banat region.

10) Grazing on wet areas in lowland villages - The centuries-old practice of
exploiting communal pastures for grazing by non-ruminants (pigs and poultry,
mostly ducks, geese and turkeys) continues in some parts of Serbia today.

2.3.7. Organic production

Organic production farming in Serbia is regulated by the new Law on Organic
Production ("Official Gazette" No. 30/2010)*, which came into force on 1 January 2011.
MAEP adopted the Rulebook on the Control and Certification of Organic Production
and Organic Production Methods ("Official Gazette” No. 48/11)* in July 2011. Both
documents have been prepared in accordance with Council Regulation N0.834/07 as
well as the Commission Regulation N0.889/08 and Commission Regulation (EC) No
710/20009.

The law and by-law prescribe production of agricultural and other products obtained by
organic production methods. After the entry into force of the new Law on Organic
Production, the Competent Authority for organic production (Department of Organic
Production) was established in the Directorate of National Reference Laboratories. The
competent authority for organic production performs authorization of control bodies,
supervises their work, leads a collective record of organic production, shortens the period
of conversion and allows the use of reproductive material from non-organic production.

The MAEP Department for Agricultural Policy and International Cooperation performs
tasks related to improving the system of organic production, prepares the professional
basis for drafting regulations, proposes measures to support and produce information
and analysis of the situation in organic production.

MAEP maintains a database on organic production, which is based on the annual reports
of authorized control bodies. The Rulebook on the Control and Certification of Organic
Production and Organic Production Methods ("Official Gazette" No. 48/11)* prescribes
a new form and mode of keeping records. These regulations came into force in early July
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2011. The latest data on the scale of organic production in Serbia is presented in the

Table 19 and Table 20.

Table 19: Organic Plant Production, 2013

Area (ha)
Plant production Period _of Organic status Total
conversion
Cereals 1,608 665 2,273
Fruit and grapes 324 1,160 1,484
Vegetables 29 78 107
Medicinal plants and herbs 27 106 133
Other* 832 526 1,358
Total arable land (ha) 2,820 2,535 5,355
Pastures/meadows (ha) 2,221 652 2,873
Total 5,041 3,187 8,228
Source: MAEP
* Industrial crops, fodder crops, etc.
Table 20: Organic Animal Production, 2013
Number of animals
Animal production Period of .
T Organic status Total
Cattle 323 1,853 2,176
Sheep 1,238 2,793 4,031
Goats 865 81 946
Horses 162 48 210
Pigs 118 57 175
Poultry birds 28 1,362 1,390
bees (hives) 1,337 603 1,940

Source: MAEP

The share of land in organic production in very low, 0.23% of UAA (source: 2012
Agriculture Census, SORS and MAEP). The area under organic production and the
number of producers who deal with this type of production has increased from year to

year.

Table 21: Area under organic production and the number of producers

2010 2011 2012 2013
Area under organic 5,855 6,335 6,340 8,228
production
Numper of producers of 137 323 1,061 1,281%
organic products

Source: MAEP

*group certification included, covering up to hundred small farmers

During 2013, total export quantity increased (approx. 7,101 tons in 2013 and 1,562 tons
in 2012). Similarly the total export value also increased (approx. 101 milion EUR in
2013 and 3.74 mill EUR in 2012), source: MF, Customs Directorate.
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Since 2004, MAEP has provided subsidies for organic production, but over the years it
has changed the type of support, beneficiaries and the amount and conditions for
subsidies. The volume of organic production is still not satisfactory, especially when
taking into consideration the natural resources of Serbia. For this reason, MAEP has
drafted the National Action Plan for development of organic production, which aims to
identify the obstacles that prevent the intensive development of organic production in
Serbia, as well as to define activities for overcoming them and to propose appropriate
solutions for intensive development.

2.3.8. Bio energy sources and biomass

The technically exploitable power potential of renewable energy in Serbia is significant,
estimated at over 4.3 million tons of oil equivalent (toe) per year - of which about 2.7
million toe is attributed to biomass, 0.6 million toe of unused hydro, 0.2 million toe
from existing geothermal sources, 0.2 million toe of wind power and 0.6 million toe
from solar radiation.

The National Action Plan for Renewable Energy in Serbia contains the following main
specifications relating to biomass:

— The terms defined in detail: Biomass (of plant and animal origin), bio-liquids,
bio-gas, facilities for bio-gas production, etc.;

— An overview of measures for achieving the projected increase of renewable
energy share in the total consumption;

— Concrete measures for promotion of use of biomass energy;

— Biomass energy is classified into:
o Forestry biomass (from cutting, remains from the industry, recycled),

o Agricultural and fishery (primary products, remains from the primary
production),

o Waste biomass (biodegradable waste, paper waste, etc.);

— Yearly predictions are given, up to 2020, of the increase of the renewable energy
share in total consumption, as well as share of individual renewable energy.

The future, prospects for biomass utilization in Serbia are indisputable, because biomass
has the greatest renewable energy potential in the country. The potential of biomass
utilization in the province of Vojvodina has to be directed primarily to utilization of the
agricultural residues and wastes, whilst in central Serbia to forestry biomass.

In order to encourage the use of biomass for energy production, the Government of
Serbia adopted the Biomass Action Plan (Official Gazette of RS 56/2010)* - which
defined a strategy for the use of biomass as a renewable energy source, keeping in mind
the potential, national strategy, legislation and European directives.

The Biomass Action Plan of the Republic was created in accordance with its obligations
under the Energy Community Treaty and in the spirit of the new EU Directive on
Renewable Energy (Directive 2009/28/EC), and in accordance with the recommendation
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of the EU (COM/2005/628) in the preparation of action plans for biomass in order to
increase its use in the EU. Until now the following types of plants exist:

- Heating: 20 units smaller 5 MWth, 5 units over 5SMWth;

- Combined Heat and Power (CHP): smaller 3 MWel 2 units;
- Biogas from manure: smaller 1 MWel 3 units;

- Bio-diesel: 300.00 t/Y 2 units;

- Pellet producers: 2 big and many small units.

2.3.9. Forests

Serbia is considered as medium-forested land. Of the total surface area (without the
territory of AP Kosovo and Metohia) 29.1% is forested. The total forests area (Statistical
Yearbook 2013, SORS) amounts to 1,962,000 ha, of which 47.3% or 927,773 ha are in
state ownership and 52.7% or 1,034,562 ha are private property. There are 49 species of
trees, with the dominant broadleaf species (40) in respect of coniferous species (9).

Forest users - public enterprises make plans for the protection of forests, according to
the Forest Law (published in the Official Gazette No. 30/10)*, which include operational
maps of action in case of fire. These plans are subject to approved by the Ministry of
Internal Affairs - The Protection and Rescue sector. Special vulnerability of forests from
fire is defined in the planning documents. Although in Western Serbia conifers are more
present, most of fires occur in Eastern Serbia, where broadleaf species predominate. The
Forest Law covers the conservation, protection, planning, cultivation, forest use,
management of forests and forest lands, monitoring the implementation of this law and
other issues relevant to forests and forest land.

2.4.  Rural economy and quality of life

2.4.1. Rural economy

The economic structure of rural areas in Serbia is very dependent on primary industries,
particularly agriculture, and is based on the exploitation of natural resources. The high
proportion of agriculture, food industry, mines and energy sector and the low
significance of the tertiary sector are basic characteristics of the economic structure of
rural areas in Serbia.

Although statistical sources record a high share of rural employment in agriculture
(about 45%) and manufacturing industry (about 15%), it is necessary to highlight the
tendency for changes in the economic structure of rural areas over the past six years
(2008 to 2013). These changes are related to a decrease in the share of agriculture or
primary sector (about 10%) and secondary industries (up to 1/4) and a significant
increase in the service sector (over 60%) in total rural employment during this period.
This represents a change of economic structures towards greater diversification of
activities.

Differences in labour productivity and economic structure are equally evident between
urban and rural areas and among certain regions or types of rural area.

The level of diversification experienced is similar to neighbouring countries and the
limiting factors are almost identical: unfavourable position of the agricultural sector and
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rural areas in development policies and commitments, adverse capital market and
uncertain investment environment, limited markets to sell products and services,
insufficiently educated human potential and the low level of private entrepreneurship.

The poor education structure, lack of professional experience, the low level of additional
knowledge and skills and an insufficient coverage of active employment measures by
the National Employment Service, all hinder labour market opportunities for the rural
population and its competitiveness, in particular with regard to women and youth.
Knowledge and new technology transfer in the area of food production takes place as
part of the activities of the agricultural extension services, national Rural Development
Support Network, private advisers, trade companies and agricultural suppliers. Other
continuing educational programmes are rarely accessible to the rural population.

2.4.2. Rural infrastructure

Rural holdings in Serbia are generally characterized by poorer access to basic
infrastructure amenities (population/roads, road density, water supply per capita,
waste water from public sewage system, telephone grid) and poorer housing quality
than holdings in the urban regions, in terms of electricity, water supply systems,
sewage disposal systems, central heating, kitchens, toilets and bathroom facilities
in the house. Serbia is slowing down the economic and social development process.
Major indicators are lower in rural municipalities than urban ones as shown by a
county of predominantly rural character.

The most significant differences concern connections to central heating systems,
sewage systems, water pipelines and road networks. Also the energy supply in many
rural areas is unstable and affected by numerous disruptions. As regards heating
systems more than two thirds of rural holdings are not connected to central heating
systems. Investments into heating plants, which use biomass as a source of energy,
would improve this situation. NB, central heating is referred to in the sense of
centralised community heating systems that are commonplace in Serbia, as
opposed to central heating within a household.

Although in some municipalities, the holdings are connected to the sewage systems,
in mostof these cases the waste water is not treated. This creates environmental
problems. In 21 municipalities, there are plants for cleaning sewage water, but
most of them have various operational problems. Large quantities (85% of total) of
unclean sewage water are released directly into rivers. Another barrier to the socio-
economic development is the poorly developed network of local streets and
unclassified roads. According to data of the World Economic Forum, Serbia is
bottom of the list of 133 countries, according to the state of infrastructure.

Rural inhabitants themselves consider as a priority the improvement of the utility
service infrastructure, and especially the water supply systems, sewage systems,
electricity and road networks as priority issues, even when compared to their own
economic problems.
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2.4.3. Transfer of knowledge and information

Knowledge transfer in the field of agriculture is delivered through formal education at
all levels (from secondary education to doctoral studies), through a variety of trainings
organized by educational and research institutions, agricultural expert extension
services, private companies, project units, media, etc. The public agricultural extension
services include 34 agricultural extension and professional branches (PSSS) - 22 in the
area of Central Serbia that are working under MAEP and 12 PSSS and the Ecological
station whose work is monitored by the Provincial Secretariat for Agriculture, Water and
Forestry.

The existing structures and systems of knowledge transfer are not efficient enough and
fail to adequately fulfil the needs of dynamic technical and technological restructuring
of the sector. There are no functional networks with specialized centres of knowledge.
Additionally, knowledge is not systematically stored and it is difficult to access relevant
information on local level. The quality of the equipment and the overall technical
requirements for research lags behind the European average. However, the existing
scientific and educational institutions have relatively good quality staff that has
developed a number of results recognized and acknowledged internationally (new
varieties, breeds and strains, scientific papers and technical solutions).

The work of extension services encompass about 41,500 holdings, the majority of which
are selected farms, which are intensively monitored four times a year (4,000 in Central
Serbia and 2,500 in Vojvodina), while other holdings are included in the extension
system in other ways, mainly through participation in group classes and the occasional
farm visits/consultations. This type of education covers 25,000 households in Central
Serbia and 10,000 in Vojvodina. Organized knowledge transfer through the extension
services reaches a relatively small number of recipients.

2.4.4. Small and medium sized enterprises

Serbia adopted the European Charter on Small Enterprises in 2003 and, therefore,
committed to achieve its goals with economic policies measures. The Ministry of
Economy (previously the Ministry of Economy and Regional Development), in
cooperation with the European Commission and the OECD, assesses
implementation of the Charter in the Western Balkans countries.

In 2009, a total of 88,586 SMEs were operating in Serbia, which represents 99.4%
of the total number of enterprises. Broken down by sector, 63% of SMEs are in the
services sector (wholesale and retail trade and repairing services for finished goods
34%, hotels and restaurants 6%, transport, storage and communication 10%, 13%
of the real estate), 17% in the manufacturing industry and 8% in construction.
SMEs and entrepreneurs employed 872,540 workers, representing more than 2/3
of the 1.3 million strong Serbian workforce.

The density of enterprises is significantly lower in rural areas than urban ones.
However, SMEs in rural areas work predominantly for the local market and there
are no sufficient efforts to improve the quality of products and services. Therefore,
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investments in improving quality standards of local SMEs are necessary to increase
competitiveness of these enterprises.

Serbia doesn’t have sufficient programmes for support to small businesses in rural
areas, while there were various forms of development assistance to underdeveloped
municipalities. Currently the lack of start-up capital is a significant barrier for the
development of viable businesses.

2.4.5. Rural tourism

Analysis of rural tourism in Serbia shows that it already contributes to the rural
economy and has great potential for further development. Vojvodina, Western
Serbia and Central Serbia have good examples and significant experience in rural
tourism. It is estimated that there are more than 32,000 beds (registered and not
registered) available for touristic use on rural holdings. It is estimated that a total
of RSD 10 billion of income are derived from rural tourism (5 billion from
accommodation services and 5 billion are direct revenues). This represents 16% of
the RSD 62 billion of total direct tourism GDP, which was calculated for Serbia in
2010 by the World Tourist Organization.

The Serbian tourism strategy takes into consideration the potential to develop rural
tourism in Serbia, but not as a priority product. Thus, rural tourism has been
included in the product portfolio as being positioned on the bottom of the list of
priorities in terms of its attractiveness and competitiveness. However, there are
other products which highly correlate with rural tourism such as mountains and
lakes, spas and wellness, touring, special interest and nautical attractions.

The 2007, the Tourism Development Strategy of the Republic of Serbia defined 4
tourist clusters “not based on administrative borders which presently exist in the
country, but primarily on the rational strongholds and various kinds of economies
of experience”. These four tourist clusters that cover all the Serbian territory are:
Vojvodina, Belgrade, South-Eastern Serbia and South-Western Serbia.

The promotion of rural tourism destinations does not leverage the synergies
between the cultural, natural and village tourism products and the rural tourism
product. Primarily, domestic tour operators are selling some rural tourism
activities in Serbia, with limited interest shown in the international and regional
market. The promotion of rural accommodation is not used and packaged as part
of a holistic product which integrates rural activities with accommodation.
Although the internet is used as a promotion tool, its use is not, in general,
widespread for booking purposes yet.

Regarding the aforementioned points, the involvement of Serbia in two macro-
regional strategies (i.e. the EU Strategy for the Danube Region (COM (2010) 715)
and the EU Strategy for the Adriatic and lonian Region (COM (2014) 357)) is
particularly relevant for SMEs and rural tourism. Both macro-regional strategies
identify specific strategic priorities in their Action Plans, which can be reached
through projects implemented in the framework of this programme.
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2.5.  Preparation and implementation of local development strategies — Leader

From 2006, MAEP supported the initiative for establishing regional rural
development centres across the country. They are mostly located in municipalities
and are working jointly with local municipal staff to promote rural development in
their respective regions.

In the last two years, each regional centre started to prepare and develop local rural
strategies after initiating meetings with local stakeholders. As a result of this

activity more than 200 local “village maps” have been completed according to
PLA/PRA methodology.

In four regional centres, local rural development strategies were finalized and pilot
LAGs were initially formed and supported.

IPARD II “Technical assistance” measure funds will be used to further improve
the capacity of the Rural Development Network in the form of support for
promotional and mapping capabilities, acquisition of skills and animating the
inhabitants of rural territories and to assist in elaboration of rural development
strategies throughout Serbia. Until October 2011, 100 local stakeholders interested
in local facilitation of the process for introduction of LEADER approach in Serbia,
received core training. Those who fulfil the requirements and activities from the
“Technical assistance” measure assistance project will receive further training and
on-the-spot assistance in the process of identification and establishment of local
partnerships and the process of preparing Local Developments Strategies. These
actions will be developed in parallel with elaboration of the required guidelines and
adequate procedures at the national level, in line with EU requirements. Currently,
there are 24 potential LAGs, encompassing 605 rural stakeholders. Each LAG has
a local development strategy in place and they await positive action in the sense of
achieving EU standards and improved quality of rural life.

Based on the outcomes of assistance and quality of responses from the local level,
as well as with availability in the national budget resources, MAEP will explore the
possibility to introduce support to potential local action groups in the National
Programme for RD to facilitate the process of introducing the LEADER approach.

64



2.6.

Table of context indicators

Table 22: Common context indicators

Social-economic and rural situation

The name of The value Comments
contextual Measurement Unit of context Year + source of
Indicator indicator verification
1. Population-national | Million inhabitants 7.2
rural % 40.6 2012 SORS
intermediate % not available /Eurostat
urban % 59.4
la. Population —
national (OECD)
rural % 49.9 2012 SORS
intermediate % 27.0
urban % 23.1
2. Structure
- e . 1. ill / 14.3%
_ ;51_56}1’6;;;5 Million inhabitants/ 108 mill /13299 2012 | soRrs
_> 65 years % national 1.25 mill / 17.4%
3. Territory
-national — total ) 88,502
- without Kosovo and km 77,592 2012 SORS
Metohia
km? 70,113
-rural % 904 2012 SORS
km? 58,282
-rural (OECD) % 751 2012 SORS
4. Population density | inhabitants / km 2 92.8 2012 SORS
5. Employment rate for
popu!atlon aged 15-64 % 2012 SORS
- National
- Rural 45.6
47.9
LFS Unpaid
6. Unpaid  family family
workers % 6.7 2012 | workers 15-64
- national /employed 15-
64
7. Unemployment rate
(15-64 years)
“Total % 246 2012 LFS
- Rural % 21.3
8. GDP EUR PPP / capita 9,100 2012
-national PPS Index 36.0 Eurostat
- rural PPS Index not available] 2012
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http://translate.googleusercontent.com/translate_f#_Age_structure
http://translate.googleusercontent.com/translate_f#_Territory
http://translate.googleusercontent.com/translate_f#_%5Bincludes_impact_indicator

Social-economic and rural situation

The name of The value Comments
contextual Measurement Unit of context Year | + source of
Indicator indicator verification
9. Poverty rate .
~Total % 24.6 Aterisk-of-
} Rural % 2012 | poverty rate in
(sparsely 2012
Million Eur
10. Structure economy (current prices) 25,539.4 2012 SORS
GVA in the primary %
sector 9.7 2012 SORS
GVA in the secondary % 286 2012 SORS
sector
GVA in the o
tertiary sector % 61.7] 2012 SORS
11. Structure employed Thousand persons 2143 2012 SORS
population — national %
(15-64) 0 45.3 2012 SORS
rural % 47.9] 2012 SORS
Structure of employed | %
population by sectors
- national
- In the primary sector o10 2012 SORS
- In the secondary sector] % 26.5
- In the tertiary sector | % 52.6
12. Labour productivity
by economic sectors _
- Total Euros/person not availablel 5919 SORS
- In the primary sector 3,531.51
Sectorial indicators
The name of Measurement The value of sectorial Year Comment +
sectorial Unit Indicator source of
Indicators verification
1. Employment Total (thousand 2012 | Statistical
by economic persons) 1,341.114 Yearbook
activity 2013
- national
Agriculture Thousand 27.120/ 2%
Forestry persons 4.838/0.4%
Food industry 1% of total 60.555 / 4.5%
Tourism 20.306 / 1.5%
(Accommodation
and food service
activities)
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2. Labour EUR/AWU 4,061 | 2012 SORS
productivity in
agriculture
- national
3. Structure of Share of the 2013 SORS
agricultural following
production sectors:
cereals, 41.4%
oil crops, 4.2%
sugar beet, 13.5%
fruit and 17.6 %
vegetable, 2.0%
meat, 6.6%
milk,
in the total
agricultural
output
(quantitative
terms)
4. Labour EUR/person 22,339 | 2011 Statistical
productivity in Yearbook 2013
the food industry
-national
5. Agricultural Total AH 631,552 | 2012 Census of
holdings Agriculture
- by size (in ha): 2012
number of
holdings / share
in total
agricultural land
-national
Oha
<2ha 10,107 / 1.6%
2-4.9ha 298,286 / 47.2%
5-9.9ha 182,489/ 28.9%
10_’19’9ha 89,083 / /14.1%
32,313/5.1%
o Number /% 7,67711.2%
50—99,9ha 5,352/0.9%
>100Ha 4,394 /0.7%
1,851/0.3%
6. Agricultural 1000 ha Total: 5,052 | 2012 Statistical
area - national Yearbook 2013
1000 ha/%
Arable land 3,282 / 65.0%
Permanent 1,478 /29.3%
grassland and
meadow
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Permanent

crops 292 /5.8%
7. Agricultural ha 8,227.99 | 2013 MAEP
area under 0.16%
organic farming -
national
8. Irrigated land - | ha 53,086 | 2013 Survey on
national 1.05% Irrigation
http://webrzs.sta
t.gov.rs/WebSite
[repository/docu
ments/00/01/36/
85/saopstenje V
OD4 2013 cirS
pdf
9. Animal LSU 2,019,889 | 2012 Agriculture
husbandry Census
10. Farm labor Number of 1,442,628 | 2012 Agriculture
force — national persons Census
AWU 611,814
11. Age structure 2012 Agriculture
of farm managers Census
- national Managers’
<35: number 30/4.8%
35-54: 1.000 203/32.1%
>55! persons/% 399/63.1%
12. Agricultural Number of 2012 Agriculture
training of farm managers Census
managers -
national
Only  practical
agricultural 602.170
experience ’
Basic agricultural
training 20,390
Full agricultural
training 8,992
13. Gross fixed Mill. EUR 226 | 2012 National
capital formation | % of GVA in 8.6% Accounts
in agriculture — agriculture
national
14. Forest and Total area of 1,962 | 2011 Statistical
other wooded forests 1.000 ha Yearbook 2013
land (FOWL) -
national % of total land-
national 22.2%
without
Kosovo  and
Metohia 25.3%
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15. Tourism Total: number 113,385 | 2012 Statistical
infrastructure, of bed places Yearbook 2013
including
agritourism
infrastructure -
national
Environment indicators
The name of Measurement The value of indicator Year Comment +
environment Unit source of
indicators verification
Total area, 000 8,850.2 | 2012 | Statistical
1. Land cover - ha Yearbook 2013
national - Agricultural
area 5,052
- Natural
grassland 837
-Total forest
area, 000 ha 1,962
2011
2. Farmland birds not available
index (FBI) —
national (if
available)
3. Area of not available
grassland (by
protection status)-
national (if
available)
4, Protected forest not available
— national (if
available)
5. Water quality — | -kg N/ha/year | 120 kg N / ha of agricultural
national area
-kg P/halyear | 2.0 kg P / ha of agricultural
area
6. Soil erosion by | km? 6,996 | 2013 | Survey on
water — national Protection against
damaging water
effects
http://webrzs.stat.
gov.rs/WebSite/re
pository/documen
ts/00/01/44/83/ZS
10 107 _srb+cir.p
df
7. Agricultural % 80% | 2012 | SORS
areas at risk of soil
erosion by water
8. Production of Forestry 13,997 TJ (Terajoules) | 2011 | Statistical
renewable energy Yearbook 2013
from agriculture % of 31%
and forestry production
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from forestry
in total
production of
renewable
energy

4. SWOT - SUMMARY OF THE ANALYSES ABOVE/ FINAL

4.1.
each sector selected for support)

STRENGTHS

» Good agro-climatic conditions for increased agricultural
productivity

» Sufficient area of high quality arable land for agricultural
production

» Increased production capacities and productivity to
supply domestic market sufficiently

> Increasing consumer demands for
produced products

» Long tradition in fruit, vegetable and grape production as
well as livestock production (meat and milk products)

» Sufficient processing capacity for food production

» Improved policy formulation and government concerns
for the development of the sector’s competitiveness.

» Existing basic structures for extension and technology
transfer for primary production

» Some of the existing food processing units (milk & meat)
comply with EU food safety standards (category A)

> Existing support schemes (direct payments and
investment support) for the main agro-food sectors

» The existence of large number of educational and
scientific institutions

domestically

OPPORTUNITIES

» Favourable conditions for organic production

» Planned support from the EU — IPARD |l for the period
2014-2020

» Possible increase of income by reduction of production
costs

> Alignment and enforcement of the national legislation
with EU acquis

> Export opportunities due to improved level of compliance
with standards (neighbouring/EU)

SWOT - Agriculture, forestry and food industry, (incl. separate table for

WEAKNESSES

» Small farm sizes and high share of non-market-oriented
agricultural production (subsistence farms)

> Low degree of specialized agricultural production

» Poor farm management skills and lack of comprehensive
advisory service and regular training

» Predominantly old population in rural areas
» Difficult access to credit

> Lack of financial support to fulfil the requirements of
introduced legislation in the field of animal welfare, food
safety, protection of environment, veterinary and
phytosanitary requirements

» Lack of knowledge of the EU standards

> In sufficient level of education of farmers on medium and
semi large farms about the production and economic
activities

» Lack of agricultural mechanization, high manual labour
force

» Outdated farm machinery, technical equipment and farm
buildings

» Poor farm management skills and lack of comprehensive
advisory service and regular training

» Poor integration of research & development and slow
pace of innovation in agri-food sector

»Lack of knowledge on the use of renewable energy
sources from agricultural production or food processing
and resource efficiency technologies

» Lack of interest of producers for education
» Weak irrigation and drainage system

THREATS

> Time needed for the process of education and
awareness change of producers;

» High cost burdens for operations to adjust to quality, food
safety and environmental/animal welfare standards

» Climatic changes and unforeseeable natural disasters
» Unpredictable price fluctuations for agricultural products

» Emigration of people, especially of the young population,
from rural areas

» Long time for obtaining of construction permits
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> Increasing support from the national budget for
agriculture and the food industry to increase productivity

» Not completed process of building legalization in some
villages and cities

> National standards are similar to EU standards

4.1.1. SWOT analysis of the milk and meat sector

STRENGTHS

> Large areas under meadows and pastures as basis for
quality and quantity of food for animals

> Traditional milk products, which are in connection with
Serbian cultural heritage

OPPORTUNITIES

» Reduction of production cost by introduction of adequate
feed and fodder

> Linking of systems - Subjects in food chain

> Utilization of the available EU funds for precise definition
and positioning of products of Serbian origin

> Utilization of available EU funds for the fact that it is all
about real potential of Serbia

> Measures of agricultural policy should be directed
forwards raising the protection of consumers and
accommodation to EU regulations, promotion of quality
and food safety of raw milk

WEAKNESSES

» Lack of proper storage capacities to secure animal feed
> In sufficient knowledge on production methods

» Big share of milk not distributed through direct market
chains

» Lack of quality raw milk for the needs of processing
sector

»Lack of manure storage facilities and manure
management

THREATS

> National rules in the area of animal feed

» There are no legal provisions for protection of origin and
quality for milk products

» Time for education process and changes of producers
awareness is needed

» Time for education process on good hygiene practice
and change of producer’s awareness is needed

> Lack of independent accredited national laboratories
» Long time for obtaining of construction permits

» Incompleted process of building legalization in some
villages and cities

> National standards are similar to EU standards

4.1.2. SWOT analysis of fruit and vegetables and other crops sector

STRENGTHS

» Good soil and climate conditions for crops, fruit and
vegetables

> Long traditions in producing crops, fruit and vegetables
» GMO free production

> Sufficient sources of water for irrigation

> Available workforce

> Developed seed production

> Biodiversity - existence of varieties of cultivated plants

> High competitiveness of crops and vegetables on
regional markets

OPPORTUNITIES

> Promotion and organization of domestic production
> Readiness of consumers to use domestic products
> Access to foreign markets

» Establishment of producer organizations

WEAKNESSES

» Weak vertical and horizontal links of domestic market;
decreasing competitiveness at international markets

» Lack of producer organisation

»Small number of market oriented producers with
intensive production and modern technology

» Small export share of processed products
> Low level of state support
» Fragmentation of the land use

»Low level of technical and technological equipment
(drying and storing of crops, packing facilities, cooling of
fruit and vegetables, etc.)

THREATS

> Limitations in respect to the price
» Long time for obtaining of construction permits

» Incompleted process of building legalization in some
villages and cities
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4.1.3. SWOT analysis of the egg sector

STRENGTHS WEAKNESSES
»  Quality and quantity of food for animals » Insufficient level of compliance with animal
> Tradition and well-known production technology welfare requirements, hygiene and environmental
> standards
> Existence of larger organized companies with a > o populatph in rural areas
modern intensive process of highly efficient > Low competitiveness of small producers
production > Insufficient level of manure storage capacity and
> The existence of favorable areas for the inadequate biosecurity measures for small
establishment of organic production producers
OPPORTUNITIES THREATS
> Potential for sustainability of production of » Higih value investments in the welfare of animals
medium and large producers in accordance with (closing production)
EU standards > Insufficient cappacities to meet ecological
> Potential for increasing competitiveness and standards of production and animal welfare for
improving the quality of eggs small producers
» Use of national and IPARD funds » Reduction of the price of eggs on the regional,
> Improvement of the quality and health safety of European and world markets
egg production and consumer protection » The existence of diseases that can affect

through the measures of agrarian and rural
development policy

domestic consumption and exports

4.1.4. SWOT analysis of the viticulture and wine sector

STRENGTHS

>

Favorable ecological conditions for the production
of high quality grapes and wine production

>

WEAKNESSES

Poor price competitiveness with imported grapes
and wine

> Along tradition in viticulture and winery » Inadequate organization of producers in a
> Positive interest in wine production with family professional context
holding »  Poor structure of grape and wine producers
> The existence of domestic created varieties, (dominant small producers)
especially those suitable for integral and organic > The fragmentation of parcels in wine-growing
production areas favorable for cultivation of vines
» The absence of certified plants from
autochthonous, regional and domestic produced
varieties
» Low level of technical and technological
equipment in wineries
> Poor export of grapes and wine
> Insufficient organized promotion of domestic
wines and denominations of geographical
indications
» Demanding administrative procedures and
conditions for registration of wineries, protection
of geographical indications and conditions not
required by the EU legislation
OPPORTUNITIES THREATS
> |Improvement and organization of the domestic » Limitations in achieving better price
market competitiveness
> Willingness of consumers to consume domestic » Poor implementation of regulations and controls
wines in a greater extent regarding the use of unauthorized oenological
> More active promotion and access to foreign practices and oenological resources
markets » Failure to adopt new legislation for eliminating the
> Establishing / transforming professional producer conditions for the registration of wine producers

organizations and proper funds
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> Strengthening the certification systems and clonal
selection of autochthonous, regional and
domestic created varieties of grapevine

> Improving the efficiency of the implementation of
the procedures required by the EU legislation
through authorization to do activities for
professional institutions and organizations

> Removal of all administrative and other
requirements for producers of grapes and wines
not required by the EU legislation, which reduce
the competitiveness of domestic producers

>  Establishing measures to support the wine sector
following the model of the EU requirements

» Use of the EU funds

4.2.

STRENGTHS:

> Rich bio-diversity and existence of genetic recourses
> Preserved diverse natural landscapes
» Good climatic conditions for agriculture

> Grasslands with high biodiversity value (rich species
composition)
> Low use of chemical inputs

> Laws (environmental, natural protection, biodiversity,
etc.) harmonized with EU requirements

» Genetic basis and environment enabling the breeding of
local breeds

» High quality of soil including fertility, physical, chemical
and biological characteristics and water management

OPPORTUNITIES

> Design and implementation of agri-environmental and
organic farming measures

> Successful implementation of the planned agri-
environmental measure under [PARD ||

> Maintenance of high natural value grasslands
> Increasing areas under organic farming certification
> Protection of genetic recourses in agriculture

» Groundwater and surface water protection due to
appropriate manure storage facilities

> Development of eco and rural tourism and a green
economy

> Promotion of good practices in agro-environmental
protection by farmers

grape and wine producers, which are not
mandatory under the EU legislation

SWOT environment and land management

WEAKNESSES

» Uncontrolled use of chemicals and pesticides

» Mismanagement of rivers and destruction of riverbeds
» Soil erosion and degradation

» Lack of management of rivers and channels

»Lack of manure storage facilities and manure
management

» Lack of collection systems for garbage in rural areas

> Insufficient extended sewage system and water
treatment plants

» Weak implementation of strategic policies to protect
agricultural land from degradation and from losing the
biodiversity of pastures (grazing without any criteria)

»Lack of interest in and knowledge of farmers on
environmental issues

»Lack of training and specialized advisory service for
environmental issues

» Lack of sustainable forest management

» Insufficient investment in forests and forestry activities
» Large area under low quality forests

» Abandonment of agricultural land

» Lack of GIS data

THREATS

> Weak enforcement of environmental laws

» Insufficient training for farmers and experts dealing with
environment protection, lack of interest among farmers
on environmental issues

» Loss of soil quality from intensive production
> Water pollution

» Further erosion of soil

» Climatic change, droughts, floods

» Grassland underutilization

> National standards are similar to EU standards
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> Increase in awareness of and sensitivity for
environmental protection among the rural population

> Export of certified organic products

» Strengthening the advisory services and training on agro-
environmental issues

» Optimal use of all forest functions achieving the goals of
sustainable forest management (SFM)

» Growing bioenergy crops

> Possibility of using EU funds for proper waste
management

4.3.

STRENGTHS
» Availability of natural resources with specific microclimate
conditions (land, water, good soil etc.)

» Significant share of small holdings in agriculture with
potential for diversification

> Rich cultural heritage
» Attractive landscape for rural tourism
> Availability of human resources

»Existence of good practices in rural tourism and
accompanying activities

OPPORTUNITIES

» Potential demand for traditional agricultural products

> Potential demand for leisure and tourism services offered
in rural areas

> Effective use of the EU IPARD Il funds

4.4.
Leader

STRENGTHS

> Existing LAG-like groups

»>Existing Local (Rural) Development Strategies on
municipal level

> Existing Rural Development Network

»>Basic planning capacity and founding experience
gained, mainly from EU and other donor funded projects

» General awareness of local community opportunities
under LEADER

» Existing national support schemes to develop LEADER

OPPORTUNITIES

SWOT rural economy and quality of life

WEAKNESSES

» Unfavourable demographic trends and social structure
> Inactive labour market

» Low economic development in rural areas

» Lack of financial resources

» Weak rural infrastructure (water supply, lack of waste
management, sewage system); insufficient quality of rural
roads; poor public services

»Lack of adequate advisory services and access to
vocational and business training

THREATS

» Continuing migration keeps weakening the already
limited human resource base

» Growing rural poverty

» Growing disparity between rural and urban areas

» Climatic changes and unforeseeable natural disasters
» Long time for obtaining of construction permits

» Incompleted process of building legalization in some
villages and cities

SWOT preparation and implementation of local development strategies -

WEAKNESSES

» Limited capacities of LAGs (lack of human resources,
project preparation/management skills, etc.)

» Lack of financial resources
» Limited awareness of the local development strategies

»No implementation so far of the existing local
development strategies

» Limited skills for project design, project implementation
etc.

THREATS
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> National rural network strengthens it to support of the > Lack of coordination among the central institutions and

LEADER initiative the local level
» Cooperation between LAGs and relevant central > Poor understanding of the role of and poor cooperation
institutions with LAGs by the local population

» Increased opportunities to apply for funds

> Development of capacities of LAG representatives
through skill acquisition under EU IPARD Il Programme

5. MAIN RESULTS OF PREVIOUS INTERVENTION

5.1.  Main results of previous national intervention; amounts deployed, summary
of evaluations or lessons learnt

In 2013, 27.5 billion RSD was spent financing incentives in agriculture and rural
development, which were foreseen by the Regulations and Laws. Out of this, 25.9
billion RSD was spent on direct payments, or 94.4% of the funds.

Investments in primary plant production and animal breeding, which were
implemented in the past 8 years, contributed to promotion of competitiveness of
domestic producers. Payments were made after the whole investment was
completed by the recipient. Implementation of this measure was followed by
administrative problems related to the long time needed for the issuance of
construction licenses, as well as other licenses, as well as determination of
conditions for project approval. Also, the investments had to be realised during the
period of one year, due to the requirement of the national measure and state budget.

In 2013, rural development subsidies were allocated to the tune of 1.1 billion, or
4.0% of the total funds for subsidies to agriculture and rural development.
Including support to rural infrastructure (in the amount of 616.3 million), total
amount contributed in the 2013 was 1.72 billion RSD, or 6.25% of the total budget.

In the structure of subsidies for rural development in 2013, the most common were
subsidies for improving the competitiveness of agriculture through investments on
farms. For this purpose, 1.080 billion RSD was spent or 98.6% of the total support
for rural development. Investments on farms were given as grants (to a certain
percentage of the total value of investments) for the renovation and construction of
buildings, purchase of livestock, equipment and machinery, improving standards,
as well as the restoration and expansion of plantations of perennial plants. In the
structure of funds disbursed for this purpose, a significant share of funds is paid on
the basis of commitments from previous year, 2012 (over 90% of the total funds for
investment on the farm).

In the period from 2010 to 2012, 527 beneficiaries received 80,942,036.63 RSD
overall for investment support to procure machinery for the production of arable
crops, industrial plants and vegetables. For the establishment of new plantations of
fruit from 2002 to 2012, 3,789 beneficiaries received 1,377,114,326 RSD overall. For
the construction of ULO and regular cooling storages and storages for drying of
fruit in the period of 2006 to 2013, 33 beneficiaries received in total 469,651,270,
9RSD. From 2002 to 2012, 1804 beneficiaries received 1,917,072,751 RSD for
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establishing new grape vines. Investment support had significant impact for
gradual change of various structures, i.e. introduction of new varieties and clones
whose fruit were demanded on the world market, increase of export, introduction
of new assortment and improvement of quality of domestic vines, growth of vine
producers with Geographic Indication, establishment of a start-up base for
satisfaction of domestic needs for quality and certified seedlings of fruit and wine.

Investment in processing and marketing of agriculture and fishery products was
realized in 2010 and in 2011 the milk, meat, fruit and vegetable sectors were
targeted. Absorption of the measure was only 22% because of lack of information
about available support, application requirements, lack of beneficiary funds to
cofinance investments, unfavourable interest rates, low understanding of required
conditions and absence of professional support for preparation of application
forms and submission of required documentation. The most difficult step in the
preparation of applications was the economic and financial criteria and lack of
understanding of the importance of completeness of documentation. In 2011,
around 280 million RSD were allocated for promotion of processing capacities for
investments in production and processing of milk, meat, fruit and vegetables,
grapes and for support of activities inclined towards establishment of products with
added value. The measure was opened for competition too late and applicants had
an insufficient period of time to prepare and submit applications, which caused the
low absorption capacity (close to 6%b).

Incentives for improvement of environment and rural areas referred to the
measures to support organic production and genetic resources. Support for the
improvement of the environment is traditionally less present in the structure of
spent funds for support to rural development. In 2013, only 14,693,000 RSD were
spent on these measures or 1.3% of the total funds intended to support rural
development. Considering the complexity of environmental problems in Serbia, the
importance of this type of support for certain areas and objective possibilities for
better utilization of pre-accession funds for these purposes, it is clear that this
segment of the policy will have much more attention in the coming period.

Support to on-farm diversification of activities was financed through the measure
"Economic activities to add value to agricultural products, as well as the
introduction and certification of the system of food safety and quality, organic
products and products with label of geographical origin™. Measures to support the
development of rural tourism, traditional crafts and other, were not financed even
though they were foreseen by the Regulation since budgetary funds were not
available at that time. Total funds spent on support of the diversification of
activities (rural tourism) in 2013 were 712,112 RSD, which represents only 0.07%
of total rural development support.

In 2011, the Serbian Development Fund had a special budget line exclusively for
the financing of certified traditional arts and handcrafts and it continued into 2012.

Investment support to rural infrastructure was much stronger in the past,
especially in 2006, after which the available funds became more modest. In 2013,
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support to rural infrastructure amounted 616.3 million RSD or 2.24% of the budget
funds for subsidies.

Support to advisory services and professional activities in agriculture and food
safety control was included in the special incentives in 2013 with 442.05 million
RSD, or 1.65% of the budget funds for subsidies, which was slightly more compared
to the previous year.

5.2. Main results of EU assistance, amounts deployed, summary of evaluations
or lessons learnt

The main sources of EU finance of agricultural projects in Serbia were the CARDS
Programme and IPA funds. Serbia has received assistance under IPA from the first
two out of the five IPA components since 2007 and he first contract swere signed in
2010.

Several IPA projects focused on strengthening capacity and institutional
preparedness for IPARD:

IPA 2007 project “Capacity building to implement rural development policies to EU
standards“ (EUR 4.5 million) aimed to strengthen the capacity and competency in
the Directorate of Agrarian Payments and the Managing Authority. Project had
two components. Component 1- Twinning project “Strengthening the capacities of
the Serbia for the absorption of EU Rural Development funds in pre-accession
period” and Component two Technical assistance “Capacity Building for the
establishment and implementation of a LEADER initiative in Serbia (LIS)”.

In the FWC evaluation report it was stated that results for the Component 1 are
partly achieved. Result 1 - The IPARD Agency (PA) established in line with EU
requirements, was not achieved. Result 2 - The MA is now established within the
department of Rural Development and hence it is achieved, although further
recruitment of additional staff is needed. The training plan for the PA and MA
(result 3) has been elaborated and is under implementation.

The Component 2 - LIS project achieved mixed results, which according the FWC
evaluation report, are the following; 1) Capacities and awareness within local
communities to participate in the LEADER approach (result 1) have increased; 2)
Based on this strong bottom-up work with local community groups, a pilot
simulation exercise for selecting potential LAGS was evaluated from over 25
submissions in November 2012. It is anticipated that at least 15-20 potential LAGS
are expected to meet the criteria of selection satisfying the requirement of result 2.
3) Less satisfactory has been the progress in achieving result 3 (the “human,
technical, organisational and financial procedures and/or resources for the overall
support to LEADER approach within the MAEP are strengthened”). NoO
institutional mandate has been built (the latest plans for a “Leader Advisory
Board” have failed due to the lack of commitment and decision by the Ministry for
a national inter-agency forum on rural development, as it was done earlier through
plans for a ‘National Leader Group’). No mechanisms have been developed within
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DAP for the development of procedures for the implementation of LEADER
measures.®

IPA 2009 FWC Europe Aid/127054/C/SER/multi - LOT N° 1: Rural Development
“Assistance to the Directorate of Agrarian Payments” (April 2013- February 2014).
The objective of the project was to provide TA to the Directorate of Agrarian
Payments (UAP) in order to strengthen the national and regional capabilities that
are required to tackle the priorities for EU alignment and development in the
sector, focusing in particular on meeting accreditation requirements for IPA
Component V. One of the results of the project was a self-assessment process that
highlighted main deficiencies (blocking factors) that may significantly affect the
process of UAP accreditation. The result of the self-assessment process was a final
report of Internal Audit (submitted on 26 July 2013).

IPA 2010 project “The Farm Accountancy Data Network (FADN)”, with the budget
of EUR 2 million had the objective to improve economic, financial and performance
data on Serbian agricultural holdings. FWC evaluation report stated that early
indications of achieving the results were the following: 1) The five-year National
Plan for FADN has been developed; 2) the institutional framework for FADN has
been established and capacity strengthening is underway; 3) the FADN software is
under development (although here again IT tasks are delegated to DAP placing yet
more demands on its resources); and all the training, data gathering and
methodological issues for the first pilot farms were successfully implemented.

IPA 2010 FWC “Technical Assistance for the National Fund within the Ministry of
Finance in Serbia for the preparation for IPA Component V. Objective: Finalisation
of National Fund IPARD procedures, development of accounting standards, finalisation
of accreditation package for IPARD. Status: Project ended in June 2013.

IPA 2011-EU Twinning Light Project, SR/2013/IB/AG/01TWL “Assistance to
Managing Authority of the Serbian Ministry of Agriculture, Forestry and Water
Management (MAFWM) in elaboration of IPARD 2014-2020 Programme, support
to accreditation and training”. The project assisted in the elaboration of the core
elements of the IPARD 2014-2020 Programme (identifying adequate support
measures, indicators, legislative gaps related to implementation of measures,
drafting the measure sheets, drafting the monitoring and evaluation reports with
necessary accompanying documents) and provided further training to the MA on
the process. Additionally new measures were included and a list of National
Minimum Standards was revised. Beyond preparation for the new Programme
2014-2020, the project supported on-the-job training of currently employed staff
and assisted in the revision of document in line with obtained comments and
recommendations from DG AGRI and ex-ante evaluation. The submission of the
first draft IPARD Il Programme to the European Commission was the most
valuable result achieved under this project. Numerous on the job trainings were
conducted for the Managing Authority to get acquainted with their future tasks as
a part of the operating structure under IPARD Il Programme.

8«Technical Assistance for Evaluation of Agriculture and Rural Development Sector Implemented and Financed by IPA Programme
and Others Donors in the Republic of Serbia”, Evaluation Report, January 2013.
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One important stakeholder consultation meeting was organised to present the draft
IPARD Il Programme. Representatives of the processing industry and agriculture
producers, associations, cooperatives and NGO’s involved in rural development
were invited to contribute with their written comments and discussion during the
meeting to further improve the quality of the IPARD Il Programme.

The IPA 2012 project "Technical Assistance to the Serbian Authorities for the
Management of the Pre-accession Assistance” based in the Ministry of Finance has
commenced in March 2014 and will run for two years. Whilst it will largely target staff
and procedures of the NAO / NF and NAO support office, it has a dedicated IPARD
component with the following activities: mapping of state of play of IPARD preparation,
review of current legal basis and operational procedures for IPA V and their updating in
line with new financial regulation, design and delivery of tailor-made trainings for NF
and IPARD OS staff, providing coaching and on-the-job training through case studies
under IPARD specifically designed for NF and IPARD OS and providing guidance and
tools to NF in its operational activities for effective functioning of management control
system.

IPA 2012 TWL Project 12SER01/11/71 “Assistance to the Managing Authority of
the Serbian MAEP in negotiation and accreditation of the IPARD 2014-2020
Programme” - should start with implementation until the end of 2014. This project will
assist the MA in the negotiation process for IPARD and preparation for National
Accreditation. Additionally, this project will assist in the elaboration of national and EU
standards for IPARD and establishment of a Standing Working Group (SWG), consisted
of representatives of the MA, PA and technical bodies of IPARD Programme, which
will work on definition of standards and preparation of relevant Guidebook for
beneficiaries of IPARD Il Programme, related to National and EU standards and IPARD
promotional activities.

IPA Project Preparation Facility 5 (PPF5) (Contract Number: 2012/302-220)
contributed to the preparation of the IPARD Il Programme 2014-2020 to MAEP.
Through the project quantitative, qualitative and up to date information for the
preparation of the IPARD Il Programme was provided by:

a) Updating the tables included in chapter 3 of the draft of IPARD | programming
document describing socio-economic situation and agricultural sectors using newest data
sources including official census 2012;

b) Updating the sector studies prepared in 2010 for milk production and milk processing,
for meat production and meat processing, for fruit and vegetable production and
processing;

¢) Supervising and peer reviewing the statistical data and analyses, provided in the
updated sector studies, and other reports for the updating of the socioeconomic analysis
to be included in the IPARD Il Programme;

d) Elaborating a draft of the chapter 3 of the IPARD |1 Programme in line with the DG
AGRI Programming guidelines for the content of the chapter 3. The text of the chapter
should not override 50 pages. It should contain a quantified description of the current
situation showing disparities, shortcomings and potential for development;

e) Reviewing and providing information about the existing National Minimum Standards
(NMS) and the technical services, responsible for the controls in the following fields:
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environmental protection, food quality and safety, animal health and welfare, plant
health;

) Preparing assessment of needs for agricultural machinery/mechanization in the crop
sectors;

g) Ex-ante evaluation of the Rural Development Programme under IPARD 2014-2020
in Republic of Serbia.

The IPA projects focused on safety & standards area are as follows:

IPA 2008 project ”Harmonisation of national legislation with EU legislation for
placing on the market and control of plant protection products and implementation
of new legal provisions” had budget of EUR 1.2 million. The aim of the project was
support to the Plant Protection Directorate (PPD) in establishing a comprehensive
structure for the effective implementation of the whole system of authorisation and
control of the plant protection products (PPP’s) in line with the EU standards,
starting with the legislation and institutional building and going on to providing
communication systems. The main results were the following:

1) The introduction of new ways of working to improve efficiency, preparations for
the new types of applications that can be expected once the legislation is harmonised
with that in the EU and the writing of Standard Operating Procedures for all key
areas of work, and in addition, a new strategy for plant protection which included
the way forward with PPP’s regulation was developed and adopted;

2) It introduced PPD staff and a large number of specialist staff from institutes
and faculties to all areas of the EU risk assessment methodologies and standards;

3) The Draft Law on PPPs was prepared as well as all relevant by-laws for
authorization of PPPs was prepared and published;

4) A range of performance management systems were introduced to the PPD staff,
faculties and institutes which were assessed for their suitability to be involved in
the future authorisation process and provided drafts of the tender and contract for
these to be selected and authorised;

5) Future Good Experimental Practice organisations were inspected and minor
amendments for their future work in conducting of efficacy trials of PPP’s were
given.

Public bid for performing activities of evaluation of PPPs in the process of
authorisation was published in the Official Gazette RS, No. 41/14*. The selection of
applied external institutions (institutes and faculties) is in progress, as the first
documentary check of compliance and second phase of public bid (English and
computer skills testing) were done. A final decision, authorisation and contracting
will be made, in accordance with the plan, by the end of 2014.

IPA 2008 project “Capacity Building and technical Support for the Renewal of
Viticulture Zoning and for the System of Designation for Wine with geographical
Indications“ (EUR 1.2 million) had the aim to improve the situation in the wine
sector, especially by establishing new viticulture zoning (VZ) that will be helpful
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for small wine producers in poor and less-developed rural areas, who produce
specific and geographically typical wines.

IPA 2010 project “Equipment supply for the Serbian National Reference
Laboratories Directorate in the food chain” (EUR 6,5 million), aimed at building the
capacity of the newly established National Reference Laboratories Directorate and
to commission the Batajnica laboratory complex and make it fully operational in
order to be in line with the EU best practice and standards. The project design was
based on the provisions of the national Food Safety Law adopted in 2009. However,
the initiative to amend the legislation in force launched during the project inception
phase (which was not yet realized) impacted on the implementation. In addition,
the division of tasks between the NRL and the other sectors of the Ministry,
especially the Veterinary Directorate (veterinary inspection), the General
Inspectorate (phyto-sanitary inspection) and the Plant Protection Directorate has
not been clearly delineated. According the FWC evaluation report the achievement
of the expected results has been poor (overall only 26%6 of results had been achieved
to the end of September 2012). It is reported that 35% of results have been achieved
in Component Il (building, a Laboratory Information Management System), and
33% in Component |1l (accreditation). The buildings in Batajnica which were
allocated to house the network of laboratories remain fully refurbished, but without
a sufficient number of specialist staff and they are expensive to maintain.

IPA 2011 project “Building capacity in the area of Food Safety and Animal Welfare”
had the aim to develop the capacity of the veterinary sector to enable the
examination of potential risks arising from within the animal evidence base for
future action that complies with the acquis. It ended in September 2014. Final
report of the result is not yet available. It is to recognise that the following results
have already been achieved:

- updated food and feed management documentation system;

- Veterinary Directorate's staff including the inspectors trained on
implementation of the EU food legislation.

The IPA projects focused on Animal health area are as follow:

The IPA 2008, 2009, 2011 project “Support for the control/eradication of classical
swine fever“, (EUR 20.3 million EU contribution) has the objective to eradicate
animal diseases in the Western Balkan countries, in particular those diseases that
continue to be a threat to the EU Member States, rabies and classical swine fever
(CSF). The project has to be implemented for a period of at least five continuous
years on the whole territory of Western Balkans (e.g. 2010, 2011, 2012, 2013 and
2014), with vaccinations twice per year in spring and autumn (April-May and
October-November). Results achieved are the following: 1) Action Plan for
improvement of the current institutional framework for eradication, control and
monitoring of the CSF and Rabies; 2) Strategic operational multi-annual action
plan for eradication, control and monitoring of Rabies; 3) Strategic operational
multi-annual action plan for eradication, control and monitoring of CSF including
a plan for non-vaccination eradication of CSF; 4) Contingency plan and
operational manual for CSF; 5) Training programme agreed with the beneficiary
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has been implemented; 6) Procedure manuals or protocols for monitoring and
surveillance of the number and spatial distribution of foxes and feral pig population
adopted by the beneficiary; and, 7) GIS based surveillance system for rabies and
CSF customized with the Veterinary Information Management System (VIMS). As
a result of the vaccination programme, the number of identified cases of rabies in
animals in Serbia dropped from almost 200 in 2009 to only 1 in 2014 with the view
of Serbia achieving the rabies free status in the coming years.

Monitoring of the effectiveness of oral vaccination of foxes (ORV) has been carried
out in continuation from 2011 and was based on a) post mortem laboratory
examination of brain tissue of target animals (foxes, jackals and other carnivores)
by fluorescence antibody test (FAT), b) detection of antibodies against rabies virus
in blood samples by ELISA and c) detection of tetracycline biomarker in the
mandibles for the evaluation of vaccine bait uptake. From September 2011 to May
2014, the total number of 4943 brain tissue samples, 4241 blood sera and 4984
mandibles were analysed. Confirmed rabies-positive brains decreased from 10 in
2011/2012 to 6 in 2012/2013 and eventually to 1 positive fox in 2013/2014. The
seroconversion rate increased from 10.48% (133/1269) to 20.12% (362/1800) and
42.23% (495/1172) in 2011/2012, 2012/2013 and 2013/2014, respectively. Along with
the seroconversion, the number of detected tetracycline positive mandibles
demonstrated an increasing tendency in the same period, being: 49.67% (682/1373)
in 2011/2012, 62.54% (1294/2067) in 2012/2013 and 90.33% (1383/1531) in the
monitoring program carried out in 2013/2014. Presented results confirmed that
ORYV of wild animals in Serbia against rabies was successful and characterized by
steady increase of vaccine baits uptake and immunization of animals.

IPA 2012 twinning project "'Capacity Building for Upgrading of Food establishments
and animal by-product management' (EUR 2,000,000) supports the development of
strategies in two distinct areas: for upgrading of food processing establishments
and for animal by-product management. It supports the development of
appropriate standards in the different sectors (e.g. meat and milk), and delivers
training programmes for inspectors and a broader public awareness campaign.
This project is strongly linked with preparations for the implementation of the
IPARD in investments in agricultural holdings and investments in processing
industry in the sectors of meat, milk, fruit and vegetables. Applicants have to reach
minimum national standards in the field of animal health, public health,
occupational safety in order to be eligible for assistance within measure
Investments in physical assets concerning processing and marketing of agricultural
and fishery products an applicant, as well as potential beneficiaries has to reach EU
standards at the end of investments. Second important issue is that standards has
to be checked on-the-spot which means that veterinary inspection is considered as
a technical requirement for implementation of the IPARD Programme. The end
result would be an upgrade of standards of beneficiaries’ food establishments
which would help raising absorption of funds.
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5.3.  Main results of multilateral assistance conducted, amounts deployed,
evaluations or lessons learnt

In relation to this kind of assistance, promotion of national growth by increasing
the competitiveness of Serbian SMEs, supporting firms to attain international
standards and certification, supporting sales and marketing (trade shows and
market research), creating industry groups and associations, stimulating business
clusters, establishing cooperative network of public and private actors, and
encouraging e-government through website standardization have been supported
by donors, such as Austria, Czech Republic, Germany, Japan, the Netherlands,
Denmark, Norway, Romania, Spain, Sweden, Switzerland, the United States, the
United Nations, and the World Bank (list of the donors with budget and duration see
in Annex 1) According to the effectiveness of ODA support can be best captured at
the local level and with bilateral projects, often financed by smaller donors and
assistance covered by other sector (PAR, Competitiveness, Civil Society, Media and
Culture).”

Norwegian support to Serbia started from 2001. The latest project was “Improvement
of work organisation of farmer’s cooperatives in Serbia based on Norwegian model“
(EUR 1 million). The purpose of the project was to improve the work of new and
existing cooperatives and farmer’s associations according to the Western
European-Norwegian model. Key results were the following: 1) Achieved
strengthening of agricultural production in Serbia through revitalization of eight
agriculture cooperatives and creation of new modern organizations of agricultural
producers according to the European principles; 2) Realized trainings on:
establishment and operation of modern agricultural cooperatives; marketing and
trade; knowledge transfer to advisory service and agriculture cooperatives and
their strategy; 3) Hand books and manuals for establishment of cooperatives
developed; 4) Baseline analysis on agriculture cooperatives in Serbia prepared; and
5) Strategy on agriculture cooperatives in Serbia prepared.

Project - Implementation of a Private Sector programme for Support to the Fruits and
Berries Sector in Southern Serbia (Denmark donation) - has supported five fruit
value chains for domestic and export markets. This has been a very relevant project
as Serbia has particular competitive advantages in the fruit sector. The project
started at the end 2010 and will end in 2014. It provides technical assistance (EUR
4 million) and grants (EUR 5.3 million) through two calls for applications per year.

Project - Partnership for revitalization of rural areas (donation of the Government
of Romania) - was implemented by the UNDP. Budget EUR 0.2 million. The project
started in July 2010 and was extended until the end of 2011; further expansion into
three new municipalities of Kucevo, Zagubica and Golubac is being considered.
This project aims to link the existing potentials of five individual rural
municipalities in Vojvodina using the LEADER approach. The project activities
are strengthening rural social capital and promoting rural development through
innovative trainings, improved coordination between all actors important for rural
development and increased diversity of rural development strategies. The projects

" SIDA Report on the “Evaluation of the effectiveness and efficiency of development assistance to the Republic of Serbia per sector”

83



achievements are the following: 1) Supported development of rural areas in
Vojvodina through support to existing and emerging five networks, 2) Mobilized
rural social capital and community participatory efforts to strengthen rural
development activities of targeted pilot communities, 3) Implemented capacity
building of potential LAGs in the targeted sub-regions and municipalities and
Rural Development Network, for more sustainable implementation of the local
rural development initiatives through promotion and trainings on LEADER
approach and methodology.

World Bank projects

Project Serbian Transitional Agriculture Reform (STAR) was launched in December
2008 and finished in May 2013, through a EUR 12.5 million Loan Agreement and
a GEF Agreement of USD 4.5 million. The objective was to enhance the
competitiveness of Serbian agriculture and amongst its interventions has
supported: Strengthening the Paying Agency for delivering rural development
investment grants and evaluating their impact; The capacity of agricultural
producers and processors to make use of these funds; The training programme for
advisory service providers was expanded from 250 to 1,800 farm advisors since
November 2011; Critical investments in community infrastructure in remote rural
areas supported by GEF under the project have been initiated and contributed to
improved accessibility of rural tourism ventures. The Transitional Agriculture
Reform (STAR) project of the World Bank disbursed only 6% of the IBRD loan
arrangement and 7.6% of the Global Environment Facility (GEF) grant in the first
three years. It is clear from interviews carried out for this evaluation that the
MAEP has a particular challenge in understanding and coordinating ODA support
interventions. 8

Project Danube River Enterprise Pollution Reduction — DREPR (GEF, SIDA),
World Bank started at the beginning of 2006, with a budget of EUR 9 million. The
global environmental objective of the project was to reduce nutrient flows into
water bodies connected to the Danube River from selected agricultural holdings
and enterprises and to promote positive influence on public health, economic
sustainability of agricultural production, preservation of natural heritage and
environmental protection. The project successfully realized defined project goals
and the main key results through four project components: Regulatory Reform and
Capacity Building, Investment in Nutrient Reduction, Water and Soil Quality
Monitoring, Public Awareness Raising and Replication Strategy and Project
Management, Implementation and Monitoring. The main achieved results of the
DREPR project were: 1)The Code of Good Agricultural Practice prepared; 2)
Developed Study - “Preparation of a Nitrate Directive Implementation Plan and
Legal Framework for Serbia”; 3) 120 nutrient management plans prepared; 4)
Visiting and working with over 200 farms; 5) 105 farms - received the grant
support; 6) Three slaughterhouses supported through procurement of equipment
for risk waste management; 7) Established of Training and Information Centre
(TIC) for transfer of knowledge on Good Agriculture Practices; 8) 650 participants

8 SIDA Report on the “Evaluation of the effectiveness and efficiency of development assistance to the Republic of Serbia per sector”
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trained in TIC about EU legislation on ND and WFD, CGAP, proper manure and
slaughterhouse animal waste management; 9) Provided equipment for laboratories
and software for the Soil Science Institute (SSI), Hydro meteorological Institute
(HMI) and 4 local laboratories; 10) 104 farms supported in construction of facilities
for storing of manure and with equipment for spreading of manure.

Support for agri-environmental policies and programming in Serbia - IUCN
(International Union for Conservation of Nature). The main results were: 1)
Prepared two pilot agro-environment schemes for contrasting protected areas
where the continuation of traditional agricultural practices is important for the
conservation of biodiversity associated with HNV farming systems and farmland ;
2) Established Agri-environment Working Group, a typology of HNV farming
systems, and draft map of HNV farmland and various technical documents; 3)
Conducted trainings on Agri-environment policy design and implementation: The
importance of High Nature Value (HNV) Farming; 4) Finished and printed manual
for preparation of national agri- environmental programme with the goal to initiate
and provide biodiversity conservation and sustainable nature resource
management in Serbia.

UN Agencies project “Sustainable tourism for rural development”. Planned
outcomes of this project were: Legal and policy framework for supporting
diversification of rural economy through tourism is developed and it contributes to
achievement of Millennium Development Goals; local rural tourism and support
industries are better linked and organized; and local stakeholders’ capacity is
improved for delivering services and products in line with national strategies.
Project with planned outputs: 1) Development of Legal and policy framework for
supporting diversification of rural economy through tourism; 2) Elaboration of
National Rural Tourism Master Plan; 3) Elaboration of National Programme for
Rural Development 2010-2013; 4) Better networking and organization of local
tourism and support industries; 5) Improvement of capacities of local stakeholders
for delivering services and products in line with the national strategies.

In order to achieve these outcomes, this Joint Programme utilized several strategic
approaches in its implementation: 1) Capacity building to assist in preparation for
LEADER programme of EU and 2) a portfolio of training and capacity
development activities targeting a host of local actors in the public, private and civil
society sectors.

Main achievements: 1) The project supported the development of the National Rural
Tourism Master Plan that was approved by the Government. It comprises a diagnostic,
strategy, action plan and implementation plan and contains the framework and principles
for the development of child, youth and family tourism. The National Rural
Development Council was also constituted; 2) To enhance the capacity for sustainable
rural tourism, over 1,000 rural tourism stakeholders were trained through workshops,
practical trainings and coaching in programmes mainly concentrating on energy
efficiency and sustainable use of resources. The programme also facilitated critical
networking for groups and individuals involved in rural tourism (providers, local tourism
offices, municipalities and civil society); 3) Local development strategies were
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elaborated in all municipalities in each of the four target regions. Capacity was enhanced
in a number of precursor organizations for the establishment of Local Action Groups,
including planning, strategy development and group formation. The programme also
developed the capacity of individuals and groups involved in rural development to
prepare local development strategies and manage the project cycle; 4) Partnerships
between public, civil and private sectors were fostered through more than 60 projects
and guidelines for public-private partnerships in rural tourism were prepared.

6. DESCRIPTION OF THE STRATEGY

6.1.  Description of the existing national rural development strategy

The National Agriculture and Rural Development Strategy (NARDS) of Serbia for
the period 2014-2024 was adopted on 31 July 2014 and published in O.G. 85/14. It
is based on the following vision for the development of agriculture and rural areas:

An efficient and innovative agri food sector based on knowledge, modern technologies
and standards, offering high quality products to domestic and foreign markets, and
sustainable development of the natural resources, environment and cultural heritage of
the rural areas, providing economic activities and employment opportunities and quality
of life for young people and other rural inhabitants.

In accordance with this vision, the following strategic development goals are
defined:

— Increase of production growth and stability of producers’ incomes;

— Competitiveness improvement with adjustment to the requirements of domestic
and international markets and with technological and technical improvement of
the sector;

— Sustainable resources management and environmental protection;
— Improvement of the quality of life in rural areas and poverty reduction;

— Efficient public policy management and institutional framework improvement
for agricultural and rural areas development.

To achieve these strategic development goals the following policy principles have
been defined:

— Agricultural and rural development policy should be oriented towards the above
mentioned goals;

— Adoption and full approximation of the acquis communautaire should be assured
and

— Institutional reforms with regard to efficient policy management and building
capacities for implementation of EU CAP — policies should be implemented.

As a result of the situation analysis and perceived internal and external challenges
the sector is facing the following priorities for intervention have been selected:

86



NN NN

NSERN

v
v
v

Stabilization of income in agriculture;

Increased financing of agriculture and rural development and risk management;
Efficient land management and improved accessibility of the land resources;
Improved physical resources;

Improvement of the knowledge transfer system and human resources
development;

Adaptation to and mitigation of the climate changes effects;

Technology development and modernization of the agricultural production and
processing;

Market chains development and logistic support to the sector;

Protection and improvement of environment and preserving of the natural
resources;

Preserving of agriculture, human and natural resources in the areas with difficult
working conditions in agriculture;

Diversification of the rural economy and preserving of the cultural and natural
heritage;

Improvement of social structure and strengthening of the social capital;
Modernization and adjustment of institutions and legal framework;

Improvement of the products quality and safety.

In order to achieve the strategic goals the following policy interventions have been
defined:

Direct payments and market and price support interventions, related to income
support of the farmers;

Rural development interventions, financed under the IPARD II Programme and
under the national support schemes;

Support to general services, including veterinary and plants protection;

Institutional development and capacity building.

Additionally, Serbia is also aiming to support the aforementioned policy and the

achievement of its goals through the two macro-regional strategies where it participates
(ie. the EU Strategy for the Danube Region (COM (2010) 715) and the EU Strategy for
the Adriatic and Ionian Region (COM (2014) 357)).
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6.2.  ldentification of the needs and summary of overall strategy
6.2.1. Needs identified:

1. Improve competitiveness of the agricultural sector

Farmers in Serbia lack competitiveness for their products, due to the standard of
their holdings, instability of production conditions and because of low efficiency of
production and high production costs. As a result, incomes are unstable.

The IPARD measure “Investments in physical assets of agricultural holdings” is
designed to encourage investments in facilities, mechanization, equipment and
technologies, which would allow the development of productivity and efficiency and
attainment of EU-production standards in particular in public health,
environmental protection, animal welfare and occupational safety. Investments in
raising the standards are urgent in animal breeding farms in order to improve raw
milk hygiene (milking and cooling facilities), animal welfare conditions (housing,
ventilation, etc.), manure handling and storage. Fruit and vegetable farms need
investments in order to improve post-harvest infrastructure and to optimize the use
of irrigation water. Holdings also need investments to reach an efficient scale of
operation. NPRD is designed to help smaller agricultural holdings to increase their
production and/or to keep their agriculture production either as growing business
or additional source of income.

2. Upgrade of the processing sector to EU-Standards

A large proportion of the enterprises in the food industry need investments to
modernise facilities and production lines. There are urgent requirements to
establish safe collection and storage of raw materials to reduce waste and to ensure
food safety. Support for this sector is planned exclusively through the IPARD
measure “Investments in physical assets concerning processing and marketing of
agriculture and fishery products”. It will be focused on increased productivity and
food processing efficiency to withstand competitive pressure and market forces as
well as to help the sector to progressively align with EU standards. The renewed
agricultural industry capacities should meet improved standards on EU-level in
particular concerning hygiene, animal welfare, environment and quality of
products.

3. Diversify activities and sources of income in rural areas

The IPARD measure:”Farm diversification and business development” contributes
to rural economy diversification and decreased dependence of rural areas on
agricultural income and creates conditions for the small agricultural holdings. The
IPARD measure: ”Farm diversification and business development” will support
rural tourism and thus give the possibility for farmers to apply and diversify their
activities and income. An analysis of rural tourism in Serbia shows that it already
contributes to the rural economy and has great potential for further development.
Furthermore, rural areas are characterized by a diversity of landscapes, rich
biodiversity, cultural heritage and natural resources.
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In addition, the national support schemes will provide funding for the beekeeping
sector and honey production as well as for the aqua-culture sector.

4. Develop non-agricultural sectors of rural economy

Diversification of economic activities in the rural areas widens the range of services
available to rural population and encourages products and services based on
traditional knowledge and technology, natural resources and cultural heritage and
will be supported with national support measures, rural tourism projects within
the IPARD measure: ”Farm diversification and business development” will be
focused on zones showing an appropriate development potential. Economic
diversification should encourage growth, employment and sustainable
development in rural areas, and thereby contribute to better territorial balance,
both in economic and social terms, increasing directly the income in rural areas by
developing non-agriculture activities.

5. Improve the quality of vocational training and information services to farmers and
small scale local business

The advisory services will be trained to help farmers, forest holders and SMEs in
rural areas to use the IPARD Il Programme incentives and to improve the
sustainable management and economic and environmental performance of
agricultural holdings or related businesses and thus of the sector as a whole.
Development of the advisory services is one of the main priorities of the MAEP.
Support to development of the advisory services will be provided by the national
budget and IPA institution building. Under the IPA TA measure the advisory
services will be supported to actively organize publicity and informational
campaigns for potential grant beneficiaries.

6. Improve management of natural resources and resource use efficiency

A strong contribution to decrease the present trend of degradation of nature and
the environment due to unsustainable land management and farming practices that
result in land degradation and soil erosion, water pollution and biodiversity loss
could be made by IPARD measures “Investments in physical assets concerning
processing and marketing of agriculture and fishery products”, and ”Investments
in physical assets of agricultural holdings”. They have a strong link to this need as
they are largely destined to improve environmental standards in primary
production and processing of agricultural products and so contribute to the
decrease of contamination of air and soil, in particular through investments to
improved management of waste, introduction of water saving technologies and
renewable energy. Support of physical assets for primary production and
processing of milk, meat, fruit and vegetables and crops will provide necessary
equipment and tools to recipients for proper management of natural resources and
improvement of soil and water quality and, at the same time, it will assist in
implementation of environmentally friendly practices in primary agricultural
production and processing. At the end of each supported project the entire
enterprise must comply with the main relevant national minimum standards in
force regarding environmental protection, public health, animal welfare, and

89



occupational safety. Investments in irrigation systems will contribute to proper use
of water resources. As there are valuable opportunities related to increased demand
for organic products as well as eco-and agri tourism, which both depend on
preservation of the environment and contribute to nature conservation “Agri-
environmental-climate and organic farming measure” as well as” Farm
diversification and business development” are the core measures directly designed
to contribute to solve the problems. Development of the capacity of the advisory
services and improved provision of information and advice to farmers on the
sustainable management of natural resources will promote this need.

7. Maintenance of biodiversity and environment value of agricultural areas and
agricultural systems and maintenance of water resource quality

The IPARD “Agri-environmental-climate and organic farming” measure raises
awareness of the producers to protect and improve the natural resources at their
disposal. It involves protection and preservation of the land, air quality, water,
places of living of animals and plants, traditional rural areas and agricultural areas
of high natural value. Synergy effects of investment measures ”Investments in
physical assets concerning processing and marketing of agriculture and fishery
products”, and “Investments in physical assets of agricultural holdings” such as:
setting the special criteria for investments support, special subsidized programme
in the energy supply area, technological improvement of production processes and
special subsidies for introduction of environmentally friendly technology could also
lead to improvements and protective effects. The support policy is going to
gradually obtain the shape of the policy harmonized with EU standards, which
requires administrative strengthening in the area of agri-environmental schemes
monitoring and implementation. NPRD will continue to provide support in the field
of agri environment through preservation of animal and plant genetic resources as
well as preservation and conservation of soil. New measures in the NPRD will
provide support to sustainable forest management and forestry actitvities. If
available resources allow in the future, particular attention will be paid to
preservation of biodiversity and autochthonous breeds.

8. Promotion of sustainable forest management (SFM), improving forest accessibility
and access to environment-friendly technologies in the forestry sector

Support for sustainable and climate friendly land use should encompass forest area
development and sustainable management of forests. Forests play a key role in
moving towards a low carbon economy, maintaining biodiversity, sequestering
carbon, offering ecosystem services, facilitating recreation as well as providing jobs
and income possibilities in rural areas. The activities and support for establishment
and protection of forests, promotion of investments in the development of forests
area and in forest protection, will be financed from the National budget and
possibly by donor's support.
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9. Maintenance of a low level of greenhouse gas emissions (GES) from the
agricultural sector and rural space and support for passing to an economy with low
carbon emissions

Agriculture development will be increasingly facing climate change effects in the
future. Higher concentrations of carbon-dioxide and other greenhouse gases,
increase in temperature, change in the regime of the annual and seasonal
precipitation and increased frequency of extreme temperatures will inevitably
influence the scope of production and quality of food, stability of yield and the
environment. Besides, the consequences such as decreased accessibility of water,
more frequent appearance of diseases and pests and deterioration of land quality
can be also expected. All the selected measures under the IPARD Il Programme
are designed in order to contribute to reduction of CO2 emissions and assist in
mitigation of the climate change impact on the sector of agriculture. Since NPRD
is focusing only on smaller agricultural holdings, it doesn’t predict support for this
type of investments.

10. Reduction of poverty degree and risk of social exclusion

There are over 750,000 unemployed people in Serbia and they are mainly located
in the country side. The economic crisis has strongly affected the Serbian economy,
which is confirmed by the poverty growth rate figures of recent years. Rural areas
are especially affected by poverty and differences are deepening between rural and
urban areas. In that sense, more attention should be paid to this problem and
measures selected for IPARD could provide support for reducing poverty and
social exclusion by maintenance and creation of employment positions in the
country side. In particular, investment measures such as “Investments in physical
assets of agricultural holdings” and “Investments in physical assets concerning
processing and marketing of agriculture and fishery products”, “Farm
diversification and business development” but also e.g. “Organic farming” measure
could contribute to reduce this problem. The main support is expected through
NPRD since it covers smaller agricultural holdings and thus keeps requirements
for utilization of support measures easier for recipients.

11. Improve the basic infrastructure and services in rural areas

It is hard to realise provision of services, economic development in rural areas the
growth potential and promotion of sustainability without sufficient coverage of
basic infrastructures. In the period 2014-2020 the basic infrastructure and services
in rural areas will be supported with national budget and donor’s support.

12. Creation of jobs in rural environment

Without the creation of new jobs, no sustainable development in the countryside
and the therefore necessary structural changes will be achieved. So the selection of
measures for IPARD 11 is concentrated to a large extent on those which can directly
contribute to creation of jobs such as ”Investments in physical assets of agricultural
holdings, and Investments in physical assets concerning processing and marketing
of agriculture and fishery products, Farm diversification and business
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development”. Due to the limits in size of beneficiaries NPRD will not be so focused
on creation of new jobs but rather to keeping of existing and preparations for
further growth of holdings.

13. Improve the capacity of the local stakeholders to implement LEADER approach

As at local and regional level up to 24 potential LAGs have been established,
supported by 605 thematic action groups. Strong progress has been made to
develop civil society and social dialogue within rural population in Serbia and to
facilitate good governance through local partnerships and to foster employment
and to develop human capital. With this approach of an integrated territorial
development tool on "*local™ level a balanced territorial development of rural areas,
which is one of the overall objectives of the rural development policy could be better
guaranteed. To reach a more comprehensive coverage of the territory by LAGs and
to finance first projects, prioritised in the LDS, the IPARD measure
“Implementation of Local development strategies - LEADER approach” is planned
to be implemented in second phase of implementation of IPARD II. The TA and
NPRD measure will be used to facilitate creation of partnerships and for developing
skills of the potential local action groups for elaboration and implementation of
LDS.

6.2.2. Summary showing main rural development needs and measures
operating

Summary of the strategy under IPARD Il Programme

In accordance with the strategic objectives of the NARDS for the period 2014-2024
based on overall SWOT and needs identified and in line with the IPA 11 priorities,
the IPARD Il Programme interventions in Serbia will focus on the following
objectives:

e support the competitiveness of the agri-food sector, alignment with EU
veterinary, phytosanitary, food safety and environmental standards, as well as
its restructuring and modernization;

e contribute to the development of sustainable land management practices by
supporting organic farming and other agro-environmental practices;

e contribute to sustainable rural development by supporting diversification of
economic activities and strengthening the LEADER approach;

e support the efficient Programme implementation, monitoring, evaluation and
publicity under the Technical Assistance measure.

Under the EU IPARD II, 11 measures are available, which provide for different
intervention tools and diverse target groups. Six measures have been selected to be
included in the IPARD Il Programme for the period 2014-2020.

The selection of measures to be included in the IPARD Il Programme for the period
2014-2020 was based on sectoral analysis of the priority sectors in agriculture and

92



food processing industry, on an assessment of the needs and potential for
diversification of the rural economy and analysis of the environmental situation.

The agri-food sector faces a significant challenge to successfully restructure,
introduce EU standards and increase productivity and competitiveness. The
process of harmonization of national legislation with the acquis communautaire
and the gradual alignment to EU standards in the area of food safety, hygiene, the
environment and animal welfare, requires significant investments in the
modernization of facilities and an emphasis on improving labour force knowledge
and skills.

The most important challenges are the improvement of the situation for farmers in the
primary sector and for enterprises in processing and marketing. Therefore from the
overall budget for the period 2014 — 2020 about 44% are planned for the measure
“Investments in physical assets of agricultural holdings* and about 35% for the measure
“Investments in physical assets concerning processing and marketing of agriculture and
fishery products”. In this context for the sector there will be improvements especially in
the fields of competitiveness, quality standards, and environmental improvement,
modernization of production and processing and stabilization of income in agriculture.
The successful development of competitive agri-food sector is important for the
sustainable development of the rural areas. The improved environmental performance of
the agri-food sector is also important for the environment and bio-diversity preservation.
Thus, support for the agri-food sector will also contribute to the development of the rural
economy and an improvement in the environment and mitigation of the climate changes,
which is one of the strategic objectives of IPA.

With a budget of about 10% for the measure “Farm diversification and business
development” there will be an improvement to stabilization of income in rural areas both
for farmers’ families and other people in rural areas by supporting investments in rural
tourism. The Leader approach (“Implementation of Local development strategies-
LEADER approach”) will start later in the period with all together about 3% of the
budget. At the beginning of the period the LEADER approach in Serbia will be supported
under the technical assistance measure for skill acquisition of the potential local action
group and preparation of the local development strategy.

The overall objective of agri-environmental-climate and organic farming measure is
associated with the introduction of pilot projects for the development of agricultural
methods consistent with the protection and preservation of the environment.
Considering the complexity involved in the preparation of such measures and the
required mechanisms for implementation, the “Agri-environmental-climate and organic
farming” measure is planned to be introduced in a later stage. Until then the measure
will be further elaborated with the support under IPA 2012 Technical assistance project,
expected to start till the end of 2014. Therefore, the budget planned for the measure is
about 5%.

About 3% of the overall budget is allocated for “Technical assistance” measure. This
measure will support the management of the IPARD Il Programme by helping Managing
Authorities (MA) to establish a monitoring and evaluation system, communication and
publicity activities, work relating to the IPARD Il Monitoring Committee. This measure
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will also support acquisition of skills of the potential LAGs and further enhance the
national rural network, as well as train the MA and assist the preparation of rural

development policy.

Part of the identified needs of agri-food sector and the rural population (needs for
vocational training, improvement of rural roads etc.) will be addressed outside the
IPARD Il Programme by other IPA policy areas and by national programmes and donor
projects, as shown in the summary table below.

Table 23: Summary table showing main rural development needs and measures

operating
. o Other .
Needs identified IPARD measures IPA donor National
Need 1: Investments in physical assets of
Improve competitiveness of agricultural holdings’ v v
agricultural sector
“Investments in physical assets
Need 2: Upgrade the processing | concerning processing and marketing v v
sector to EU-Standards of agriculture and fishery products”,
N?ed 3 A ”Farm diversification and business
Diversify activities and sources s 4
. development
of incomes of farmers
Need 4: . Farm diversification and business
Develop non-agricultural » 4 4
development
sectors of rural economy
Need 5:
Improve the quality vocational
training and information v v
services to farmers and small
scale local business
Contribution by measures
“Investments in physical assets
concerning processing and marketing
Need 6: of agriculture and fishery products”,
Improve management of natural | ‘Investments in physical assets of v v v
resources and resource use agricultural holdings’ ;* Agri-
efficiency environmental-climate and organic
farming measure” ,” Farm
diversification and business
development” ,
Need 7 organic frming measure
Maintenance of biodiversity and gale 1arming ’
. Contribution by measures
environment value of " : X
. Investments in physical assets
agricultural surfaces and . 4 . v v v
. concerning processing and marketing
agricultural systems and . ”
. of agriculture and fishery products”,
maintenance of water resource " . .
uality and “Investments in physical assets of
g agricultural holdings*
Need 8:
Promotion of sustainable forest
management (SFM), improving
forest accessibility and access to 4 v v

environment-friendly
technologies in the forestry
sector
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Contribution by measures
“Investments in physical assets of
agricultural holdings”, “Investments in
physical assets concerning processing

Need 9:
Maintenance of a low level of
greenhouse gas emissions

(GES) from agricultural sector ; . v v v
and rural space and support for and marketing of agrlcult.ure and
passing to an economy with low | JSPery pmducltsl.’ ) Agn(—j .
carbon emissions environmental-climate and organic
farming measure”
Contribution by measures
“Investments in physical assets of
agricultural holdings”, and
Need 10: “Investments in physical assets
Reduction of poverty degree concerning processing and marketlar’wg v v v
and risk of social exclusion of agriculture and fishery products”,
“agri-environment measure ",
“Implementation of Local
development strategies- LEADER
approach”
Need 11:
Improve the basic v v v

infrastructure and services in

rural areas.
Contribution by measures
” Investments in physical assets of
agricultural holdings”, and
“Investments in physical assets

Need 12: concerning processing and marketing

of agriculture and fishery products”, v v v
“agri-environment measure”
“Farm diversification and business
development”

“Implementation of Local
development strategies- LEADER

Creation of jobs in rural
environment

approach”
Need 13: “Implementation of Local
Improve the capacity of the development strategies- LEADER v
local stakeholders to implement | approach”
LEADER approach “Technical assistance measure”

6.3.  Consistency between proposed IPARD intervention and country strategy
paper (CSP)

The Country Strategy Paper (CSP) sets out the priorities for EU financial assistance for
the period 2014-2020 to support Serbia on its path to accession. It translates the political
priorities as defined in the enlargement strategy and the most recent annual Progress
Reports into key areas where financial assistance is most useful to meet the accession
criteria.

Agriculture and rural development is one of the priority policy areas to be supported
under IPA 11 in the period 2014-2020.

The objective of EU assistance is to support alignment of the Serbian agricultural policy
with the Common Agricultural Policy (CAP), to contribute to a competitive, sustainable
and efficient agriculture sector while maintaining vibrant rural communities, and to
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improve food safety, veterinary and phytosanitary policies as well as plant and animal
health. The expected results are as follows:

e Serbian agricultural policy is gradually aligned with the EU acquis, including the
establishment of the structures and systems necessary for implementation of the
CAP;

o Competitiveness of the Serbian agricultural sector is improved through
modernisation of agri-food establishments to meet the EU environmental, food
safety and other relevant standards;

e Territorial development is balanced in rural areas, including diversification of
economic activities and investments in rural infrastructure;

e Food safety is improved in line with EU standards;

e Veterinary and phytosanitary services and controls are implemented in line with
EU requirements and

e Animal health is improved through eradication of diseases and/or better control
of brucellosis, bovine leucosis and tuberculosis, rabies and classical swine fever.

Support will be provided for implementation of the new agriculture sector strategy,
legislative reforms and structural adjustments necessary for Serbia to assume the
obligations of the EU membership. Support will be provided to measures enabling
growth and development in agricultural production and processing and aimed at ensuring
a competitive, sustainable and efficient agricultural sector. Capacity building activities
will contribute to adaptation of the policy support to farmers in line with the CAP
principles. Support will be provided for establishment of the structures and systems
necessary for the implementation of the CAP.

IPA assistance will be provided under two strands: institutional and capacity-building
and a seven-year rural development programme (IPARD).

The IPARD Il Programme, with its selected measures, will provide primarily investment
support to boost the competitiveness of agri-food sector and it will assist with its gradual
adjustment to EU hygiene, food safety, veterinary and environmental standards, and to
diversify rural economy. Moreover, support for agri-environmental schemes, and support
to local initiatives will be supported through the IPARD Il programme. The IPARD II
Programme will also reinforce capacities of relevant EU fund management structures to
be able to efficiently manage and implement the programme in line with EU
requirements. Institutional capacities of MAEP and supporting organisations such as
extension and advisory services will be strengthened in order to prepare for access to EU
support.

The IPARD Il Programme priorities are in full compliance with the IPA Country
Strategy Paper for Serbia, as reflected by the financial weight given to the measures and
selection of priority areas for intervention. The preparation of both documents was
organised in close inter-ministerial coordination and in consultation with the most
relevant stakeholders and, at the same time, using the elaborated sector analysis.
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In addition, as stated in its Country Strategic Paper, Serbia also participates in the EU
strategy for the Danube region and the EU Strategy for the Adriatic and lonian Region
(EUSAIR), which are macro-regional strategies to enhance cooperation, socioeconomic
development and territorial cohesion among the Member States and non-EU countries in
the respective regions. These strategies offer solutions to common challenges in the
concerned macro-regions. They are focusing inter alia on better environmental
protection, sustainable tourism actions, and socio-economic development measures in
the geographically specific context. Macro-regional strategies support the alignment of
policies and therefore, they also facilitate IPARD interventions.
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6.4.

A summary table of the intervention logic showing the measures selected, the quantified targets should be expressed in terms of

common indicators

Measure

Quantified target

Programme targets (total
as combination of
indicators at measure
level)

Number of projects supported 720
) ] Number of holdings performing modernization projects 600
Investments in - physical | Nymper of holdings progressively upgrading towards EU standards 380
asset-s of  agricultural Number of holdings investing in renewable energy production 60
holdings Number of holdings investing in livestock management in view of 120
reducing N20 and methane emissions (manure storage)
Total investment in physical capital by holdings supported (EUR) 168,977,778
Investments in  physical Number of projects supported 463
assets concerning | Number of enterprises performing modernisation projects 463
processing and marketing of | Number of enterprises progressively upgrading towards EU standards 463
agricultural and  fishery | Number of enterprises investing in renewable energy production 46
products Total investment in physical capital by enterprises supported (EUR) 165,893,333
Number of jobs created (gross) 160
Number of contracts 1,029
Agri-environment- climate | Agricultural land (ha) under environmental contracts 10,294
and organic  farming | Number of operation types supported 1
measure Total area per type of type of operation (organic farming) 10,294
Number of holdings supported under organic farming type of operation 1,029
Number of projects supported 256
. Number of agricultural holdings/enterprises developing additional or 167
Farr_n eluslEledion - diversified sources of income in rural areas
business development . . N
Number of recipients investing in renewable energy 50
Total investment in physical capital by recipients supported (EUR) 35,897,436

Number of projects having
received IPA support in
agri-food sector and rural
development: 1,439

Total investment generated
via IPA in agri-food sector
and rural development
(EUR): 370,768,547

Number of economic
entities performing
modernisation projects in
agri-food sector:1,063

Number of economic
entities progressive
upgrading towards EU
standards: 843

Number of jobs created
(gross): 260
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Number of jobs created (gross)

100

Number of LAGs operating in rural areas

30

Implementation of local | Population covered by LAGs 2,550,000
development strategies - | Number of jobs created (gross) 60
LEADER approach Number of projects recommended 50
Number of small projects 700
Number of promotion materials for general information of all interested 11,118
parties (leaflets, brochures etc.)
Number of publicity campaigns 167
Number of workshops, conferences, seminars 334
Technical assistance Number of expefts assignments §upported _ 44
Number of meetings of the Monitoring Committee 14
Number of studies on elaboration and implementation of Programme 83
measures
Number of rural networking actions supported 49
Number of potential LAGs supported 72

Number of beneficiaries
investing in promoting
resource efficiency and
supporting the shift towards
a low carbon and climate
resilient economy in
agriculture, food and
forestry sectors: 276
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6.5. OBJECTIVES OF THE IPARD PROGRAMME

The IPA |1 assistance under rural development programmes in the policy area agriculture and
rural development shall be provided on the basis of relevant priorities set out in the country
strategy papers, through a pre-defined set of measures further specified in the Sectoral
Agreement. The implementation shall take the form of multi-annual rural development
programmes with split commitments in accordance with Article 189(3) of the Financial
Regulation, drawn up at national level and covering the entire period of the IPAII
implementation.

Assistance under the IPARD programme shall contribute to achieving the following objectives:

In view of Union priorities for rural development, by means of developing human and physical
capital, to increase the food-safety of the IPA 11 beneficiary and the ability of the agri-food sector
to cope with competitive pressure as well as to progressively align the sector with Union
standards, in particular those concerning hygiene and environment, while pursuing balanced
territorial development of rural areas.

Channelling investment support through management and control systems which are compliant
with good governance standards of a modern public administration and where the relevant
country structures apply standards equivalent to those in similar organisations in the Member
States of the European Union.
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7. AN OVERALL FINANCIAL TABLE

7.1.

7.2.

Maximum indicative EU contribution for IPARD funds in EUR?, 2014-2020

Year 2014 2015 2016 2017 2018 2019 2020 2014-2020
(Ei};l) - 15,000,000 20,000,000 25,000,000 30,000,000 40,000,000 45,000,000 175,000,000
Financial Plan per measure in EUR, 2014-2020
Total publicaid | gy contribution | EU contribution i National
Measures (EUR) (EUR) rate (%) contribution Contribution rate
(EUR) (%)
Investments in physical assets of 101,386,667 76,040,000 75 25 346,667 25
agricultural holdings
Investments in physical assets
concerning processing and
marketing of agricultural and 87,346,667 65,510,000 & 21,836,667 25
fishery products
Agri-environment-climate and
organic farming measure 10,294,118 8,750,000 85 1,544,118 15
Implementation of local
development strategies — leader 5,833,333 5,250,000 90 583,333 10
approach
Farm diversification and business 75 o5
development 20,000,000 15,000,000 5,000,000
Technical assistance 5,235,295 4,450,000 85 785,295 15
Total 230,096,080 175,000,000 55,096,080

% The annual contributions are merely indicative as the actual amounts will be decided annually in the framework of EU budget.
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7.3.  Budget breakdown by measure 2014-2020

Total public _
aid Private Total
Measures contribution expenditures
(EUR) (EUR) (EUR)

Investments in physical assets of 101,386,667 | 67,501,111 | 168,977,778
agricultural holdings
Investments in physical assets
concerning processing and marketing
of agricultural and fishery products 87,346,667 87,346,667 174,693,334
Agri-environment-climate and 10.294.118 i 10.294 118
organic farming measure e S
Implementation of local
development strategies — leader 5,833,333 - 5,833,333
approach
Farm diversification and business
development 20,000,000 10,769,231 30,769,231
Technical assistance 5 235 205 - 5 235 295

Total 230,096,080 | 165,707,009 | 395,803,089
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7.4.

Budget breakdown by measure 2014-2020

EU Contribution (EUR)

Measures -
2014 2015 2016 2017 2018 2019 2020 ZO?UZROZO

Investments in physical assets of
agricultural holdings - 7,535,248 | 9,900,325 | 10,622,224 | 11,199,743 | 17,002,434 | 19,780,025 | 76,040,000
Investments in physical assets concerning
processing and marketing of agricultural - 7,464,752 | 10,099,675 | 8,690,276 | 9,162,757 | 13,910,066 | 16,182,475 65.510.000
and fishery products T
Agri-environment-climate and organic - - - 2,187,500 | 2,187,500 | 2,187,500 | 2,187,500 8,750,000
farming measure
Implementation of local development
strategies — leader approach - - - 500,000 1,000,000 | 1,900,000 | 1,850,000 5,250,000
Farm diversification and business
development - - - 2,000,000 | 5,000,000 | 4,000,000 | 4,000,000 15,000,000
Technical assistance - - - 1,000,000 | 1,450,000 | 1,000,000 | 1,000,000 4,450,000

Total - 15,000,000 | 20,000,000 | 25,000,000 | 30,000,000 | 40,000,000 | 45,000,000 | 175,000,000
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7.5.  Per centage allocation of EU contribution by measure 2014-2020

EU Contribution (%)

Measures
2014 2015 2016 2017 2018 2019 2020

Investments in physical assets of agricultural holdings - 50.23 49.50 42.49 37.33 4251 43.96
Investments in physical assets concerning processing and i
marketing of agricultural and fishery products 49.77 50.50 34.76 3054 34.78 3596
Agri-environment-climate and organic farming measure - - - 8.75 7.29 5.47 4.86
Implementation of local development strategies — leader i ) ) 200 333 475 411
approach
Farm diversification and business development - ) ) 8.00 16.67 10.00 8.89
Technical assistance - ) ) 4.00 4.83 2.50 2.22

Total (%) - 100.00 100.00 100.00 100.00 100.00 100.00
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8. DESCRIPTION OF EACH OF THE MEASURES SELECTED

8.1.  Requirements concerning all measures

General requirements include: national minimum standards, national legislation
relevant to the programme and evidence of targeting, confirmation of verifiability
and controllability of measures.

8.1.1. National minimum standards and national legislation relevant to the
programme

The applicable national standards and legislation are listed in Annex 3: National
minimum standards. Recipients supported under IPARD Il should meet the
relevant national standards as regards registration of the farm, animal welfare and
environmental protection, food and feed hygiene as well as identification and
registration of animals.

Farmers should know the list of requirements which they shall respect on the entire
holding, firstly, at the date of application and secondly, before the final payment of
the investment is granted.

8.1.2. Common eligibility criteria applicable to all or several measures

8.1.2.1.  Eligible expenditures

In line with Article 29 and 31 of the FWA and Article 33 (5) of the SA eligible
expenditure shall be limited to:

(a) the construction or improvement of immovable property up to market value of the
assets;

(b) the purchase of new machinery and equipment, including computer software, up
to the market value of the asset shall be considered as eligible;

(c) general costs linked to expenditure referred to in points (a) and (b) of this
paragraph such as architects, engineers and other consultation fees, feasibility
studies shall be eligible up to a ceiling of 12% of the costs referred to in the said
points (a) and (b) according to the following conditions:

¢ the eligible amount of the general costs shall not exceed the reasonable cost
established in line with Article 11 (2) (f) and Article 11 (3) (d) of this
Agreement;

o for projects with eligible expenditure of the investments referred to in sub-
paragraphs (a) and (b) greater than EUR 3 million, the business plan preparation
costs cannot be greater than 3% of the eligible expenditure of these investments;

o for projects with eligible expenditure of the investments referred to in points (a)
and (b) of at least EUR 1 million and no more than EUR 3million, the business
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plan preparation costs cannot be greater than 4% of the eligible expenditure of
these investments;

o for projects with eligible expenditure of the investments referred to in points (a)
and (b) less than EUR 1 million, the business plan preparation costs cannot be
greater than 5% of the eligible expenditure of these investments.

Further detailed provisions concerning the maximum eligible amount in this paragraph
by measure and sector are provided in the relevant measure text in the following
chapters.

In accordance with Article 31 (1) (b) of the FWA and Article 33 (6) of the SA, investment
projects shall remain eligible for European Union financing provided they do not, within
five years from the final payment by the IPARD Agency, undergo a substantial
modification. Substantial modifications to a project are those which result in:

e acessation or relocation of a productive activity outside the programme area;

e achange in ownership of an item of infrastructure which gives to a firm or a
public body an undue advantage; or

e a substantial change affecting its nature, objectives or implementation
conditions which would result in undermining its original objectives.

8.1.2.2.  Rules on origin of eligible expenditures

In line with Article 19 of the FWA, all supplies purchased under a procurement
contract, or in accordance with a grant agreement, financed under this programme
shall originate from one of the following eligible countries mentioned in Article 19
(1) of the FWA:

(a) Member States, IPA |1 recipients, contracting parties to the Agreement on the
European Economic Area and partner countries covered by the European
Neighbourhood Instrument, and

(b) Countries for which reciprocal access to external assistance is established by the
Commission. Reciprocal access may be granted, for a limited period of at least one
year, whenever a country grants eligibility on equal terms to entities from the Union
and from countries eligible under IPA 11. Before the Commission decides on the
reciprocal access and on its duration, it will consult the IPA 11 beneficiary.

However, they may originate from any country when the amount of the supplies to be

purchased is below the threshold for the use of the competitive negotiated procedure.

For the purposes of this, the term "origin™ is defined in 27 Article 8 (4) of Regulation

(EU) 236/2014 (CIR) and Atrticle 20(3) of Annex IV to the Cotonou Agreement.
8.1.2.3. Ineligible expenditures

In line with Article 33 (3) of the Sectoral Agreement, the following expenditures
shall not be eligible under the IPARD Il Programme:

e Taxes, including value added taxes;
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e Customs and import duties, or any other charges;

e Purchase, rent or leasing of land and existing buildings, irrespective of whether
the lease results in ownership being transferred to the lessee unless the provisions
of the IPARD Il Programme provide for it;

e Fines, financial penalties and expenses of litigation;

e Operating costs, except where duly justified by the nature of the measure in the
IPARD Il Programme;

e Second hand machinery and equipment;
e Bank charges, costs of guarantees and similar charges;

e Conversion costs, charges and exchange losses associated with the IPARD euro
account, as well as other purely financial expenses;

e Contributions in kind;

e The purchase of agricultural production rights, animals, annual plants and their
planting;

e Any maintenance, depreciation and rental costs, except where duly justified by
the nature of the measure in the IPARD |1 Programme.

e Any cost incurred and any payments made by public administration in managing
and implementing assistance, namely those of the management and operating
structure and, in particular, overheads, rentals and salaries of staff employed on
activities of management, implementation, monitoring and control, except where
duly justified by the nature of the measure in the IPARD Il Programme.

In accordance with Article 33 (4), unless the Commission expressly and explicitly
decides otherwise, the following expenditure is also not eligible:

e Expenditure on projects which, before completion, have charged fees to users or
participants unless the fees received have been deducted from the costs claimed;

e Promotional costs, other than in the collective interest;

e Expenditure incurred by a recipient where more than 25% of whose capital is
held by a public body or bodies unless the Commission has so decided in a
specific case on the basis of a complete reasoned request from Serbian
Authorities. The Commission shall take its decision within three months of
receiving the request. This exclusion shall not apply to expenditure on
infrastructure, LEADER approach or human capital.

8.1.3. Controllability and verifiability of the measures

In line with Article 8 and Article 9 of the SA, the Managing Authority based on an
opinion of the IPARD Agency confirms that verifiability and controllability of
measures has been ensured.
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The controllability and verifiability of the measures will be ensured by the
following:

Definition and application of clear, transparent and non-discriminatory eligibility
and selection criteria will be applied;

Selection criteria shall aim to ensure equal treatment of applicants, better use of
financial resources and targeting of measures in accordance with the set up
priorities of the Programme. In defining selection criteria the principle of
proportionality shall be taken into account in relation to small grants. Selection
process based on the pre-defined and publicised criteria with transparent and
well-documented procedures (audit trails) and administrative capacity, ensuring
compliance with the principles of sound financial management, including
selection of applications, administrative and on-the-spot control of eligibility of
expenditure, verification of compliance with the principle of value for money
and public procurement legislation and adequate IT systems. A suitable
application assessment system is established, based on (a reference price data
base/use of 'standard costs'). Proper documentation management and verification
of documents — recipients shall be required to keep records of operations,
invoices and accounting records. Ex-post checks carried out on investment
operations to verify the respect of commitments laid down in the IPARD Il
Programme. The ex-post checks shall be carried out within 5 years of the date
of final payment to the recipient. All investments shall be checked based on an
analysis of the risks and financial impact of different operations/ or measures.

The risk of errors will be decreased by the following measures:

A well established internal control system, guaranteeing that controls described
in procedure manuals are actually applied in the way that they’re accredited and
supervisory personnel reviews the functioning of controls;

Publication and wide-scale dissemination of guidance documents to potential
applicants, describing clearly the eligibility criteria and requirements for
application, criteria for selection, rules for implementation of projects and
preparation of payment claims;

Training and issuing of guidelines to recipients on eligibility, implementation
and preparation of payment claims;

Regular training of IPARD Agency staff and technical bodies on procedures for
verification of eligibility of applicants, applications, and payments claims,
irregularities prevention and detection.

8.1.4. Targeting of measures

Targeting of measures is achieved through:
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— Eligibility criteria limiting support to priority sectors and target groups; Groups are
targeted based on: necessity to upgrade to EU standards, production level,
sustainability of production and size of recipients;

— Selection criteria targeting support to the priorities of IPARD Il Programme and
measures objectives.

8.1.5. Packages of measures

Implementation of measures will start after the entrustment of budget
implementation tasks and will be conducted in two phases. Taking into account the
requirements for implementing the IPARD Il Programme and the needs for
capacity building of structures responsible for its implementation, it was decided
to start with investment support measures, for which some experience has been
gathered under the implementation of national support schemes.

Therefore, the IPARD Il Programme in Serbia will start with two measures, namely:

» Investments in physical assets of agricultural holdings;

« Investments in physical assets concerning processing and marketing of

agricultural and fishery products.

The second package of IPARD Il Programme measures in Serbia shall include the
following measures, namely;

» Farm diversification and business development;

» Technical assistance.

While progressively preparing for the implementation of the other selected measures,
planned to start in the third phase, namely:

» Implementation of local development strategies — LEADER approach;
» Agri-environment — climate and organic farming.

8.2. INVESTMENTS IN PHYSICAL ASSETS OF AGRICULTURAL
HOLDINGS

8.2.1. Legal basis

— Article 2 (1) of IPA Regulation (EU) No 236/2014 of the European Parliament and
of the Council of 11 March 2014 laying down common rules and procedures for the
implementation of the Union's instruments for financing external action.

— Article 27 1 (1) of the Sectoral Agreement

— Annex 4 of the Sectoral Agreement

8.2.2. Rationale

According to the analysis under Chapter 3, the present state of technical equipment
in the agri-food sector requires significant investments to strengthen the
production chain. In accordance with the Strategy for Agriculture and Rural
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Development, support should be allocated to recipients to increase productivity and
competitiveness of agriculture production.

Investments in physical assets of agricultural holdings will increase productivity
and competitiveness by technological improvement. Additionally, holdings will, as
a prerequisite, comply with a set of national standards and will ultimately comply
with EU standards of environmental protection and animal welfare.

Through supporting new mechanisation and new technology, the measure will also
contribute to the mitigation of the climate change impact of the agriculture sector.

Investments in renewable energy on agriculture holdings could significantly
contribute to poverty alleviation through the reduced cost for electricity. Reduced
energy bills provide increased disposable income for households, individuals and
enterprises. In addition, investments in energy efficiency are an important part of
government’s green growth strategies that contributes to reduction of GHG
emissions and climate change mitigation.

Overview by sectors

Sector 1: Milk

The sector faces the following specific problems concerning production and marketing
processes (see also sector analysis in Chapter 3):

— The main problem is the low quality of milk produced and low yield per cow which
leads to non-profitable, small scale operations;

— Larger farms have poor feeding technology, lack of an advanced genetic breeding
pool and poor livestock husbandry conditions;

— A further significant problem is proper manure storage and appropriate distribution
of liquid and solid manure. High investment costs are not so feasible for medium-
sized farms but they are extremely important for animal health and environmental
pollution;

— Further improvements in milk storage, cooling and value added products
development is needed to enhance competitiveness and product quality.

This sector is dominated by smaller production units. Subsistent and semi subsistent
farms are highly represented. Investments in improving milk quality, quantity as well
as restructuring the size of the farms will improve quality, competitiveness and
sustainability of operations at farm level.

Sector 2: Meat

According to the sector analysis, the meat sector faces significant structural
problems. In general, the livestock sector is dominated by a large number of farms
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operating low intensity systems, which need to upgrade production to a higher level
and to improve quality of livestock products.

In the production of red meat (cattle, sheep and goats), the observed trends indicate
a decline in cattle production, which results in an overall decrease in production.
Meat producing farms are not specialised and are not utilizing pastures properly
(low pasture quality) and in general, the quality of the used feed and fodder is not
at the appropriate level. Other key problems are the poor conditions of animal feed
and livestock keeping facilities.

The fall of red meat production was followed by the significant increase of poultry
meat production and consumption. This partially compensates for the fall of red
meat production. The cattle sector is characterized by a limited number of large
fattening farms (mainly in VVojvodina) and a large number of relatively small mixed
farms, producing milk and meat.

-Specialisation of meat production farms is needed with a focus on pig, cattle and sheep
breeding.

-Small farms need to improve productivity and consistency of piglet production in order
to improve results in fattening as well as in meat quality.

-Large farms, and chicken farms need to improve manure storing facilities and
mechanisation for handling of manure.

With the perspective of future accession of Serbia to the EU, it is important to
support the specialised, viable sector to prepare for future compliance to EU
standards and competition on the market. IPARD interventions under this measure
should be aimed at helping the beef, sheep and goat as well as the pork production
sector to achieve relevant EU standards, in particular regarding animal welfare
and environmental conditions.

Sector 3: Fruits and vegetables:

There are several problems in the production of fruit and vegetables related to the
small size of the farms, even though these farms may have a more specialised fruit
and/or vegetable production. Small scale producers do not create enough profit due
to high production costs and the very limited possibilities to influence pricing in the
food chain. As a consequence, they cannot invest adequately and increase their
competitiveness, which results in a decrease of the quality of products and creates
processing problems. Furthermore, young farmers in the sector want to exit and
obtain other, more profitable employment, in the nearby towns.

Also it is obvious that there is a need to improve the sorting, packing and storage
facilities. A rather low level of education and vocational training creates difficulties
in terms of the proper use of modern equipment for production and harvesting
purposes and for ensuring the proper use of inputs. It is necessary to prevent losses
caused by early frost, and increase productivity by improving irrigation methods.
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The problem in the fruit and vegetable processing chain is that factories do not
receive sufficient quantities of high quality products.

Sector 4: Other crops (cereals, oil crops, sugar beet)

According to the sector analysis (see chapter 3), crop yields in Serbia are much
lower than in most EU countries as a result of the limited use of mineral fertilizers
and certified planted seeds. Serbian farmers use less than half of the amount of
chemical fertilizers comparing with farmers in developed countries, mostly due to
the lack of financing, technological backwardness and an inefficient system of
technology transfer. Moreover, farm technical equipment/ mechanisation used in
crop production is over-aged, in particular with regard to care of environment.

Bearing in mind the above indicated issues, there is a need for increased yields and
an improvement of the agro-technology as well as modernization of storing
capacities on crop farms through IPARD support.

Sector 5: Eggs

According to the sectoral analysis, the egg production sector is facing with the
specific problem related to insufficient level of compliance with EU animal welfare
requirements and environmental standards. This particularly refers to the
necessity of:

- replacing unenriched cages with the enriched cages and/or alternative way
of keeping laying hens,

- investments in improving biosafety measures, as well as

- improvement of the classification, labelling, packaging and storage of the
eggs.

Harmonization of law regulations with EU legislation brings producers additional
costs related to animal welfare, food safety and environmental protection.
Economic researches have shown that the application of EU legislation increases
the cost of egg production by an average of 16%, which negatively affects on their
competitiveness.

The application of EU animal welfare standards after the replacement of
unenriched cages consequently reduces the number of laying hens in the existing
facilities by 30-40%, which would lead to the huge deficit of at least 500,000,000
eggs on the market of the Republic of Serbia.

Sector 6: Viticulture

Based on the sector analysis, the viticulture and winemaking sector is facing
significant problems and difficulties in the production and trade of grapes and
wines. The main problem affecting the poor competitiveness of grape producers in
Serbia is the fragmentation of vineyards (especially in Central Serbia), which
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induces high production costs and thus reduces the competitiveness of grape and
wine producers. In addition, the average area under vineyards per individual
holding is small, i.e. unsatisfactory for making the profit which would further be
put in new investments in the viticulture and wine production sector.

Grape producers are not highly specialized for this type of production, and they
also encounter the following problems:

- small possibility of growing new vineyards with certified cloning planting material
from autochthonous, regional and domestic created varieties of grapevine, as well
as the existence of vineyards that need to be restructured and replaced with new
vineyards in order to achieve greater competitiveness;

- insufficient diversity of vine rootstocks in commercial vineyards adapted to
specific soil characteristics and general ecological conditions;

- presence of incurable diseases in vineyards, where it is necessary to eradicate the
vineyards, i.e. do the conversion with new vineyards;

- a small share of the modern supports in vineyards, that is, metal pillars which
reduce the costs of depreciation and increase the price competitiveness of the
produced grapes;

- poor capacities in terms of viticulture machinery and connecting machines that
would be suitable for use in modern, newly developed plantations with dense
planting (higher number of plants per hectare);

- presence of '‘non-competitive™ vineyards in the vineyards of large (former
socialist) systems.

Producers of grapevine planting material are facing the problems of lack of proper
modern facilities, mechanization, and mother plants necessary for the production
of quality clonal planting material of higher phytosanitary categories.

8.2.3. General objectives

— To support Serbian agricultural primary producers in progressive alignment to EU
rules, standards, policies and practices with a view to EU membership;

— To support economic, social and territorial development, with a view to a smart,
sustainable and inclusive growth, through the development of physical capital;

— To address the challenges of climate change by promoting resource efficiency
— To improve productivity, products quality and to reduce production costs

— To improve competitiveness of local producers and to adjust to the demands of
domestic and foreign markets.
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8.2.3.1.  Specific objectives

The measure consists of the following sectors:

Sector 1: Milk

Specific sector objectives under this measure for the milk sector are as follows:

to help, as a priority, small and medium sized dairy farms but also larger, viable ones
(20 to 300 cows) to upgrade to milk production quality standards as well as animal
welfare conditions and environmental standards as well to improve production
infrastructure and farm equipment to achieve better sustainability and
competitiveness in the future;

larger, specialised dairy farms (more than 300 cows) are only eligible for manure
management and thus benefit from investment support related to manure storing and
handling standards.

Sector 2: Meat

Specific sector objectives under this measure for the meat sector are as follows:

to help, as a priority, small and medium sized viable farms (20-1,000 cattle; 150 to
1,000 sheep and goat; 100 to 10,000 pigs; 4,000 to 50,000 broiler chickens, to
upgrade to animal welfare conditions and environmental standards as well to
improve production infrastructure and farm equipment to achieve better
sustainability and competitiveness in the future EU market;

larger specialised farms above the maximum limits (more than 1,000 cattle, 1,000
sheep, 10,000 pigs and 50,000 broiler chickens) only will be able to benefit from the
support related to EU standards on animal welfare and manure storing and handling.

Sector 3: Fruit and vegetables

Specific sector objectives under this measure for fruit and vegetable sector are the
following ones:

Establishing new production lines and renewing existing production, set up green
houses;

improve machinery and equipment to reduce postharvest losses and to improve
production process through the entire production chain;

improve storage facilities of fruits, vegetables and seedlings.

Sector 4: Other Crops: cereals, oil crops, and sugar beet

Specific sector objectives under this measure for the crop sector are the following:

Purchase of tractors (up to 100 kw), machinery and mechanization, (except combine
harvesters) and construction of storing facilities and equipment;
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— Construction, extension, renovation, modernization and equipping of storing
capacities.

Sector 5: Eggs
Specific sector objectives under this measure for the egg sector are the following:

- Improving the competitiveness and productivity of agricultural holdings, which are
engaged in the production of eggs (from 5,000 to 200,000 laying hens), through the
investments in the construction of facilities and purchase of equipment;

- The achievement of EU standards regarding the safety and quality of eggs, animal
welfare and environmental protection, through investments related to the construction of
facilities and the purchase of equipment for keeping (breeding) laying hens, the storage
and distribution of manure, as well as the production of energy from renewable sources
in the agricultural holding.

Sector 6: Viticulture
Specific sector objectives under this measure for the wine sector are the following:

- Improving the competitiveness of grape producers through planting new vineyards,
restructuring and conversion of the existing "non-competitive™ vineyards and increasing
the total area under vineyards per holding;

- Improving the phytosanitary condition of vineyards through eradication, i.e. conversion
of vineyards;

- Improving the mechanization and connection machines, and introducing these to the
adapted modern viticulture production with a large number of grapevine plants per
hectare;

- Improving storage capacities for table grapes;

- Increasing the area of irrigated vineyards and those that have anti-hail protection
systems;

- Increasing the area with the vineyards of high quality grapes intended for the
production of wines with geographical indications;

8.2.4. Linkage to other IPARD measures in the programme and to national
measures

This measure is linked to the measure " Investments in physical assets concerning
processing and marketing of agricultural and fishery products™.

Upgraded processing and marketing conditions improve primary production
which should lead to improving quality and food safety of raw materials needed for
the processing industry and aligning of the food chain. Hence, it will be followed by
rational and efficient processing, which results in a synergistic effect on both sides.
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Distinction is assured by limiting types of recipients, in this measure to agricultural
holdings designated to primary production, while in the other measure recipients
are commercial enterprises dealing with marketing and processing.

National measures under the NPRD (2018-2020) support small holdings and farm
either to up-grade to a more competitive agriculture production and to diversify to
non-agriculture activities (demarcation see Chapter 10). Additionally, some of
them should be encouraged to cross above the viability level.

8.2.5. Recipients

Recipients under this measure are farmers or groups of farmers, whether natural
or legal persons and other agricultural legal entities (e.g. private agricultural
enterprises, etc.) responsible for conducting and financing investments on the
agricultural holding (as defined by the national law and included in the national
farm register).

Recipients have to have less than 25% of their capital or voting rights held by public
bodies, and registered in the national Register of Agriculture Holdings in
accordance with the Law on Agriculture and Rural Development.

For users who are legal entities: only micro, small and medium sized enterprises as
defined in Article 6 of the Accounting Law of the Republic of Serbia (OG of RS
62/2013 and its subsequent modifications) are eligible. National definition of the
micro small and medium sized enterprises is presented in Annex 6.

8.2.6. Common eligibility criteria

8.2.6.1.  Type of eligible holdings
Eligible holdings have to:
— Prove that it has no outstanding tax or social security payments against the state, at
time of submission of application/claim for payments;

— Submit the signed statement that there is no application of the same investment in
another public grant or subsidy scheme;

— In case of application for investment, the recipient must fulfil all contractual
obligations under previously approved investments financed by the MAEP;

— In cases where the recipient is not the owner of the holding or the land where the
investment is carried out, a lease or rent contract should be presented. The contract
between concerned parties should cover the period of at least 5 years from the date
of the final payment.

8.2.6.2.  National standards to be respected

No later than before the final payment of the investment, the entire holding must
comply with the appropriate national minimum standards in force regarding
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environmental protection and animal welfare. If the national standards are similar
to the Union standards, in duly justified cases, derogation from this rule may be
approved by the Commission.

The fulfilment of appropriate national minimum standards for agricultural
holdings with up to 15 ha in the Fruit and Vegetable Sector will be checked only
within the sector for which the user submits the request, and not on the entire
agricultural holding.

For this purpose, the applicant shall provide as an obligatory part of the final
payment claim a certificate from the national veterinary and environmental
authorities confirming that all applicable national minimum standards are
respected on the holding of the applicant. A full list of these standards is included
in Annex 3 of the programme and will be made available to the applicants with the
documents of the call for proposals.

8.2.6.3.  Economic viability of the holding

The applicant has to prove the economic viability of the farm through a business
plan at the end of investment period. The business plan should be in line with the
template provided by the IPARD Agency. For investments exceeding EUR 50,000
as defined in IPARD implementing regulation, a complete business plan is needed,
and for smaller investments, below EUR 50,000, it has to be in the simplified form
as defined in the application form.

Economic viability is defined as full utilization of the agricultural holding resources
on an optimal scale. The agricultural holding should demonstrate that it will be
able to service its debt obligations regularly, without putting the normal operation
of the agricultural holding at risk.

The criteria to be used by the IPARD Agency to assess the future economic viability
of the holding are presented in Annex 2. A template of the business plan will be
prepared by the IPARD Agency and will be available to all potential recipients.

8.2.6.4. EU standards

Up on the finalization of the investment, the relevant EU standards, as regards
environmental protection and animal welfare, have to be respected.

Before the final payment claim is submitted to the IPARD Agency, the competent
national authorities have to assess whether the relevant EU standards are met. In
this case, the authorities issue a certificate of confirmation. Such a certificate forms
an obligatory part of the final payment claim submitted by the applicant to the
IPARD Agency.
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8.2.6.5.  Other common eligibility criteria

— The investment must concern the production of agricultural products included in the
Annex | to the Treaty, and / or the development of new products, processes and
technologies linked to products covered by Annex 1 to the Treaty.

— At the moment of submission of application for support applicants should prove
sufficient agriculture experience and competences in one of the following categories:

- agricultural secondary school education or

- at least three years of agricultural experience (proved by a professional service
record from the employer or registered for that time in the Register of
Agricultural Holdings) or

- university degree or

- secondary school education and commitment in writing that they will follow a
training course with a minimum duration of at least 50 teaching hours in the
relevant sector before applying for the final payment;

- In the case of legal entities, the above requirements apply to managers.

— All supplies purchased under this measure shall originate from an eligible country.
However, they may originate from any country when the amount of the supplies to
be purchased is below the threshold for the use of the competitive negotiated
procedure (currently EUR 100,000). For the purposes of this measure, the term
‘origin’ should be used as defined in Chapter 8.1.2.2;

— Only investments made after the signature of the contract can be considered eligible
for reimbursement by the IPARD Agency, except for feasibility studies and other
consultancy costs related to the preparation of the application;

— Recipients within the IPARD framework can obtain support for only one tractor,
with a maximum power (not exceeding 100 KW) based on scale and nature of
activity. Out of the total amount of allocated EU funds, for measure investments in
physical assets of agriculture holdings, a maximum of 20% can be spent on purchase
of tractors;

— Foraperiod of five years after the final payment by the IPARD Agency, the recipient
is obliged to use the investment for the purpose it was intended without substantial
modifications affecting its nature or its implementation conditions, or give undue
advantage to a firm or public body, and/or result either from a change in the nature
of ownership of an item of infrastructure, or cessation or relocation of a productive
activity co-financed.

8.2.6.6.  Investments in renewable energy plants

This measure will only support investments in renewable energy (on-farm) for self-
consumption. As for electricity, the selling of electricity into the national grid is
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allowed as far as the self-consumption limit is respected (i.e. electricity sold into the
grid equals on average the electricity taken out of it over one year).

8.2.7. Specific eligibility criteria (per sector)
Sector 1: Milk

Agricultural holdings having, at the end of the investment, minimum 20 and up to
maximum 300 cows, are eligible for the following:

— Investment in the construction and/or in reconstruction and/or in equipment of
facilities or stables for milk cows, including equipment facilities for milk
production like milking machines, on-farm milk cooling and storage facilities on
farm premises; in facilities and equipment for waste management, waste water
treatment, air pollution prevention measures, in construction and/or in
reconstruction of manure storage capacities including specific equipment of
facilities for handling and usage of animal feed and manure, such as manure
reservoirs, specialized manure transportation equipment;

— Investment in farm mechanisation (including tractors up to 100 KW) and
equipment;

— Investments in on-farm energy production from renewable sources.

Agricultural holdings with more than 300 cows at the beginning of investment are
eligible for investment in:

— Construction and/or reconstruction of manure storage capacities and/or in
specific equipment and mechanisation of facilities for handling and usage of
manure;

— Investments on-farm in energy production from renewable sources.

Sector 2: Meat

Agricultural holdings, having at the end of the investment a total capacity of
minimum 20 and up to maximum 1,000 cattle, and/or minimum 150 and up to
maximum 1,000 sheep and/or goats, and/or minimum 30 up to 400 sows, and/or
minimum 100 and up to maximum 10,000 fattening pigs and/or minimum 4,000
and up to maximum of 50,000 broiler chickens per tour, and/or having at the end
of the investment a registered facility for keeping/breeding of heavy lines parent
flocks, are eligible for the following:

— Investment in construction and/or in reconstruction and/or in equipment of
facilities or stables, in facilities and equipment for waste management, waste
water treatment, air pollution prevention measures, in construction and/or in
reconstruction of manure storage capacities including specific equipment of
facilities for handling and usage of animal feed, fodder and manure, like manure
reservoirs, specialized manure transportation equipment;
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— Investment in farm mechanisation (including tractors up to 100 KW) and
equipment;

— Investments on-farm in energy production from renewable sources.

Agricultural holdings with capacity more than 1,000 cattle and/or more than 1,000
sheep and/or goats and/or more than 400 sows, and/or more than 10,000 pigs and/or
more than 50,000 broiler chickens per tour, at the beginning of investment are
eligible for:

— Construction and/or in reconstruction of manure storage capacities and/or in
specific equipment and mechanisation of facilities for handling and usage of
manure;

— Investments on-farm in energy production from renewable sources.

Sector 3: Fruits and vegetables

Agricultural holdings having at the end of the investment a minimum 2 and up to
maximum 20 ha of soft fruit and/or minimum 5 and up to maximum 100 ha of other
fruit are eligible for the following investment. For storage facilities, however,
criteria have to be met at the beginning of investment.

— Purchase of tractors (up to 100 kW), machinery and equipment;

— Construction/extension/renovation/modernization of greenhouses (covered with
glass and/ or plastic) as well as the purchase of equipment and/or materials for fruit
production, and horticulture and nursery production;

— Investment in on-farm systems for protection against hail (including computer
equipment) for orchards;

— Investment in on-farm irrigation systems using groundwater (extraction from
springs, wells) and surface water (withdrawn from rivers, lakes and reservoirs) and
construction of irrigation system, including pumps, pipes, valves and sprinklers
which will replace old inefficient systems and contribute to savings in quantity of
used water;

— Investment in establishing and restructuring of fruit plantations (purchase of
perennial seedlings material - except annual plants), including soil preparation;

— Investment in construction and/or in reconstruction and/or in equipment of facilities
for storage facilities for fruit, including ULO capacities.

Agricultural holdings, having at the end of the investment, capacity of at least 0,5ha
up to 5ha of greenhouses and/or minimum 3 ha and up to maximum 100 ha open
space production of vegetables, are eligible for the following investments. For
storage facilities, however, capacities have to be met at the beginning of investment.

- Purchase of tractors (up to 100 kW), machinery and equipment;
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— Construction/extension/renovation/modernization of greenhouses (covered with
glass and/ or plastic) as well as the purchase of equipment and/or materials for
vegetable production and harvesting, and horticulture and nursery production;

— Investment in on-farm irrigation systems (open field) for vegetables using
groundwater (extraction from springs, wells) and surface water (extraction from
rivers, lakes and reservoirs) and construction of system, including pumps, pipes,
valves and sprinklers;

— Investment in construction and/or in reconstruction and/or in equipment of facilities
for storage facilities for vegetables, including ULO capacities;

— Investments on-farm in energy production from renewable sources.

Agricultural holdings, registered in the Register of producers of fruit, grapevine
and hop planting material in accordance with the Law on Planting Material
(“Official Gazette of RS” No. 18/05 and 30/10) with minimum of 0.5 ha and up to
maximum of 50 ha of fruit mother plantation, at the end of the investment, are
eligible for:

- Investing in on-farm irrigation systems using groundwater (extraction from springs,
wells) and surface water (withdrawn from rivers, lakes and reservoirs) and
construction of irrigation systems including pumps, pipes, valves and sprinklers to
savings in quantity of consumed water;

- Planting new mother plantations of higher phytosanitary categories of planting
material;

- Construction of facilities for conservation and multiplication of planting (nursery)

material and purchase of equipment/devices/materials (including plant material) for

nursery production, as well as storage facilities for preserving planting material.
Sector 4: Other crops (cereals, oil crops, sugar beet)

Agriculture holding which have minimum 2 and up to maximum 50 ha of land
under crop sector are eligible for investments in:

— Purchase of tractors (up to 100 kW), machinery and mechanization, except
combine harvesters and construction of storing facilities and equipment.

Agriculture holdings which have minimum 50 and up to maximum 100 ha of land
under crops are eligible for investments in:

— Purchase of mechanization and machinery (except combine harvesters) for
agriculture production and construction of storing facilities and equipment.

Agriculture holdings which have more than 100 ha of land under crops are eligible
for investments in:
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— Construction, extension, renovation, modernization and equipping of storing
facilities.

Sector 5: Eggs

Agricultural holdings with a total capacity of the facility with the minimum of 5,000
and the maximum of 200,000 laying hens in exploitation, i.e. agricultural holdings
that have a registered facility for the production of the parent flocks of light
breeding stock lines, i.e. laying hens breeding, at the end of the investment, are
eligible for following:

- investments in construction and/or equipment of facilities for laying hens,
production and storage of eggs, as well as animal feed; waste management
facilities, wastewater treatment, air pollution prevention measures, construction
of manure storage capacities;

- investment in farm mechanization (including tractors up to 100 kW) and
equipment;

- investments on-farm in energy production from renewable sources

Agricultural holdings with a total capacity of facility with more than 200,000 laying
hens, at the beginning of the investment, are eligible for the following:

- investment in re-construction related only to replacement of old unenriched cages and
or equipment for meeting EU standards regarding animal welfare, facilities and
equipment for waste management, wastewater treatment, air pollution prevention
measures, construction of manure storage capacities;

- investments on-farm in energy production from renewable sources.
Sector 6: Viticulture

Agricultural holdings registered in the Vineyard Register in accordance with the
Law on Wine (""Official Gazette of the Republic of Serbia', No. 41/09 and 93/12)
with a minimum of 2 ha and a maximum of 100 ha of vineyards, at the end of the
investment, registered in the Vineyard Register are eligible for:

- Setting up new, restructuring and conversion of the existing vineyards;

- Purchase of tractors for orchards and vineyards (up to 100 kW), plant protection,
cutting, tarping and harvesting machines and machines for other agro-technical and
amphelotechnical measures and equipment;

- Investing in on-farm systems for protection against hail (including computer
equipment);

- Investing in on-farm irrigation systems using groundwater (extraction from springs,
wells) and surface water (withdrawn from rivers, lakes and reservoirs) and construction
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of irrigation systems including pumps, pipes, valves and sprinklers to replace old
inefficient systems and contribute to savings in quantity of consumed water;

- Investing in the construction and/or reconstruction and/or equipping of storage
facilities for table grapes, including ULO capacities.

Agricultural holdings registered in the Register of producers of fruit, grapevine
and hop planting material in accordance with the Law on Planting Material
(“Official Gazette of RS” No. 18/05 and 30/10) with minimum of 0.5 ha and up to
maximum of 50 ha of grapevine mother plantation, at the end of the investment,
are eligible for:

- Investing in on-farm protection systems against hail for mother plantations, nursery
plantations, vineyards and other (including computer equipment);

- Investing in on-farm irrigation systems using groundwater (extraction from springs,
wells) and surface water (withdrawn from rivers, lakes and reservoirs) and construction
of irrigation systems including pumps, pipes, valves and sprinklers to savings in quantity
of consumed water;

- Planting new mother plantations of higher phytosanitary categories of planting
material;

- Construction / extension / adaptation of facilities for conservation and multiplication
of planting (nursery) material and purchase of equipment/devices/materials (including
plant material) for nursery production, as well as storage facilities for preserving planting
material.

8.2.8. Eligible expenditure

In line with Article 29 and 31 of the FWA and Article 33 (5) of the SA eligible
expenditure shall be limited to:

(@) the construction or improvement of immovable property up to market value of the
assets;

(b) the purchase of new machinery and equipment, including computer software, up
to the market value of the asset shall be considered as eligible;

(c) general costs linked to expenditure referred to in points (a) and (b) of this
paragraph such as architects’, engineers’ and other consultation fees, feasibility
studies shall be eligible up to a ceiling of 12% of the costs referred to in the said
points (a) and (b) according to the following conditions:

o the eligible amount of the general costs shall not exceed the reasonable cost
established in line with Article 11 (2) (f) and Article 11 (3) (d) of this Agreement;

o for projects with eligible expenditure of the investments referred to in sub-
paragraphs (a) and (b) greater than EUR 3 million, the business plan preparation
costs cannot be greater than 3% of the eligible expenditure of these investments;
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o for projects with eligible expenditure of the investments referred to in points (a)
and (b) of at least EUR 1 million and no more than EUR 3million, the business
plan preparation costs cannot be greater than 4% of the eligible expenditure of
these investments;

o for projects with eligible expenditure of the investments referred to in points (a)
and (b) less than EUR 1 million, the business plan preparation costs cannot be
greater than 5% of the eligible expenditure of these investments.

Further detailed provisions concerning the maximum eligible amount in this
paragraph by measure and sector are provided in the relevant measure text in the
following chapters.

In accordance with Article 31 (1) (b) of the FWA and Article 33 (6) of the SA, investment
projects shall remain eligible for EU financing provided they do not, within five years
from the final payment by the IPARD Agency, undergo a substantial modification.
Substantial modifications to a project are those which result in:

e acessation or relocation of a productive activity outside the programme area;

e a change in ownership of an item of infrastructure which gives to a firm or a
public body an undue advantage; or

¢ asubstantial change affecting its nature, objectives or implementation conditions
which would result in undermining its original objectives.

(d) Renewable energy production facilities shall be eligible for support only if their
production capacity is no more than equivalent to the combined average annual energy
consumption of thermal energy and electricity in the agriculture enterprise/ holding. The
average energy consumption will be calculated on the bases of the three previous years
before submission of application.

8.2.9. Selection criteria

Type of selection criteria Points

The investment is located in the areas with difficult working conditions

in agriculture® yes/no | 25/0

Recipient is certified for organic production yes/no 20/0

10 The areas with difficult working conditions in agriculture includes the list of settlements in mountain
areas as presented in Annex 4 and the list of other settlements as presented in Annex 5.
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Type of selection criteria Points

Investment project is in the sector of milk production for holdings with
up to 50 cows; or investment is in the sector of meat production for
holdings with up to 100 of cattle, or sheep and goats up to 500, or pigs
up to 1000

yes/no 15/0

Applicant is a pe_rson younger than 40 years at the time when the decision yes/no 15/0
to grant support is taken

Applicant is a woman yes/no 15/0

Recipient is a cooperative or a member of cooperative yes/no 10/0

8.2.10. Aid intensity and EU contribution rate

Aid intensity, expressed as the share of public support in the eligible expenditure of an
investment, amounts up to:

60% of total eligible expenditures, or

— 65% in case where investments are done by young farmers (younger than 40
years at the time when the decision to grant support is taken),

— 70% - in mountainous areas (see list of settlements in mountain areas Annex 4),

— An additional 10% can be given for investments in effluent storage of benefit for
the environment.

EU co-financing rate is 75% of the public aid.

A recipient can claim the support, irrespective of the total value of the investment, for
eligible expenditure within the following ceilings:

For fruit, vegetables, other crops and viticulture:

—  Minimum EUR 5,000;
—  Maximum EUR 700,000.

For milk, meat and egg sector:

—  Minimum EUR 5,000;
— Maximum EUR 1,000,000.

Recipient can receive a total support of maximum EUR 1.5 million of public
support from the IPARD Il Programme.

The payments for investments can be received in two instalments, subject to the
details fixed in the contract signed between a recipient and the IPARD Agency.
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8.2.11. Budget 2014-2020 for the measure investments in physical assets of agricultural holdings

- Public expenditure
Tota(l: géltglble P Private contribution
Year Total EU contribution National contribution

EUR EUR % EUR % EUR % EUR %

2=3+9 3=5+7 4=3/2 5 6=5/3 7 8=7/3 9 10=9/2
2014 - - - - - - - - -
2015 16,744,995 10,046,997 60 7,535,248 75 2,511,749 25 6,697,998 40
2016 22,000,723 13,200,434 60 9,900,325 75 3,300,108 25 8,800,289 40
2017 23,604,943 14,162,966 60 10,622,224 75 3,540,741 25 9,441,977 40
2018 24,888,318 14,932,991 60 11,199,743 75 3,733,248 25 9,955,327 40
2019 37,783,187 22,669,912 60 17,002,434 75 5,667,478 25 15,113,275 40
2020 43,955,612 26,373,367 60 19,780,025 75 6,593,342 25 17,582,245 40

TOTAL 168,977,778 | 101,386,667 76,040,000 25,346,667 67,591,111
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8.2.12. Indicators and targets

Name of indicator Target value

Number of projects supported 720
Number of holdings performing modernization projects 600
Number of holdings progressively upgrading towards EU standards 380
Number of holdings investing in renewable energy production 60
Number of holdings investing in livestock management in view of reducing 120
N0 and methane emissions (manure storage)

Total investment in physical capital by holdings supported (EUR) 168,977,778

8.2.13. Administrative procedure

The measure will be implemented by the IPARD Agency. Projects under the
measure will be selected through open calls for applications. The decision on the
financial allocation per measure, per call, will be made in agreement with the
IPARD Agency. The Managing Authority shall each year draw up an annual
programme for call for applications, indicating number of calls, time for launching
and deadlines for applications and the indicative budget of each measure and call
for applications.

The IPARD Agency shall launch the calls for proposals and implement wide
information campaign in co-operation with the MA.

The submitted applications shall be checked administratively and on-the-spot for
completeness, administrative compliance, eligibility and viability of the business
plan by the IPARD Agency. The compliant and eligible applications shall be ranked
and funded up to the limit of the budget of the call for applications.

Applications are filed by recipients using the template provided in the call for
applications. Detailed administrative checks are carried out prior to approving an
application to identify whether it was complete, if it was filed on time and whether
the requirements for approving the applications were met. The checks are
documented on detailed check list templates.

Applications that arrive complete, timely and in line with the requirements of the
rulebook and public tender will be reviewed in the order of their delivery. Upon the
processing of the application forms by the IPARD Agency, a ranking list will be
formed according to the ranking criteria. The ranking list will be created and
projects selected following each Call for Applications. In case when there are more
projects with the same amount of points according to the ranking criteria, those
selected will be the ones with an earlier date of the submission of the complete
application. In cases when there are less compliant and eligible applications than
available funds for support, the ranking list will not be prepared.
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After administrative control eligible applications will be checked on the spot by the
IPARD Agency. After administrative control and control on the spot, selected
projects will be contracted for financing.

All the provisions stated above are subjected to accreditation and may be subject
to modification. The final provisions will be laid down in Directorate for Agrarian
Payments procedures.

Applicants for aid under measures within the IPARD |1 Programme are obliged to
submit their applications and business plans together with other requested
documentation to the IPARD Agency.

8.2.14. Geographical scope of the measure

This measure applies in areas as defined in the programme chapter 2.1.

8.3.  INVESTMENT IN PHYSICAL ASSETS CONCERNING PROCESSING
AND MARKETING OF AGRICULTURAL AND FISHERY PRODUCTS

8.3.1. Legal basis

— Atrticle 2 (1) of IPA Regulation (EU) No 236/2014 of the European Parliament and
of the Council of 11 March 2014 laying down common rules and procedures for the
implementation of the Union's instruments for financing external action.

— Article 27 (1) (3) of the Sectoral Agreement

— Annex 4 of the Sectoral Agreement

8.3.2. Rationale

According to the analysis under Chapter 3, the food processing industry and
associated marketing in Serbia require significant support in modernization of
technology, enrichment of assortment of products, strengthening of market chains
and improvement of production efficiency and product quality.

Investments in the modernization of processing facilities in milk and dairy, meat,
fruits, and vegetables sectors, will increase productivity, competitiveness and
overall performance of this sector, and contribute to reaching the required EU
standards. Furthermore, these investments will facilitate better positioning of
products on the market and increase the export of products.

Benefits for industrial firms from improvements in energy efficiency improvements
include reductions in resource use and pollution, improved production and
capacity utilisation, and less operation and maintenance, which leads to improved
productivity and competitiveness. In addition, investments in energy efficiency are
an important part of government’s green growth strategies that contributes to
reduction of GHG emissions and climate change mitigation.
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Overview by sectors

Sector 1: Milk processing industry

According to the sector analysis, the market for dairy products is showing
increased demand. Meanwhile, it is envisaged that there will be decline in the
number of dairies in years to come, since many will not have the capacity to invest
in introduction of EU standards and consequently survive on the market.

Itis necessary to upgrade the technological standards in micro, small and medium-
sized dairies in order to comply with EU standards in the field of food hygiene and
environmental protection. It is necessary to raise the level of competitiveness, both
on domestic and foreign markets, by creating a high quality product.

Serbia can strengthen its role on domestic and international market of dairy
products with sufficient investments in modernization of dairy-processing industry
and increase of quality of milk adjusted and improved to EU standards.

Also, the quality of raw milk can be improved by better organization of milk
collection and better equipped facilities for collection and storage of milk, by using
specialised transport vehicles for milk and relevant processing equipment.

To be able to compete on the domestic and export markets, processing plants should
invest in marketing and modern processing equipment in order to increase
competitiveness and profitability of final products.

Sector 2: Meat processing industry

According to the sector analysis, there is expected to be a decline in the number of
slaughtering facilities during years to come. A large number of existing facilities
will not be able to invest in the adjustment to EU standards and therefore they will
not survive on the market and, on the other hand, there is a large percentage of
unused existing capacities. To be able to compete with other suppliers, the meat-
processing industry must be modernized and technologically upgraded, it has to
improve marketing and the quality of meat and meat products and to adjust to EU
standards.

General objective is harmonization/compliance to veterinary and sanitary
regulations according to the related EU standards and increase the competitiveness
of agriculture products.

It is important to increase exports and overall performance in the entire chain of
meat production and processing-slaughtering and processing. Small
slaughterhouses and plants for meat cutting and processing need modernization of
facilities and equipment in order to be in compliance with regulations related to
hygiene and food safety, as well as with regulations related to human health and
environment protection.
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Sector 3: Fruit and vegetables processing industry

According to the sector analysis, the fruit and vegetable sector needs investments
in reconstruction of buildings and new equipment for the purpose of fulfilling EU
standards. These investments will increase the competitiveness of the processing
industry on domestic and especially foreign markets.

To be able to compete with other suppliers, fruit and vegetable processors needs to
grow their businesses through the introduction of new technologies, new and
modernized products and the improvement of marketing for better placement on
the domestic and foreign markets of their products.

Also, it is necessary to provide support to micro, small and medium-sized
enterprises in order to adapt their production processes to the requirements in
terms of quality, food safety, hygiene and environmental protection as defined in
national and EU standards.

Sector 4: Egg processing industry

According to the sectoral analysis, in the Republic of Serbia, 2/3 of egg products,
which are needed in the industry and which are placed on the market come from
the import, not from the national production.

Itis necessary to improve the technological standards and EU standards in the field
of the food safety and the environmental protection, as well as to raise the level of
competitiveness and productivity of egg processing facilities.

The expected investments have a goal to orientate better their production to the
market, to use existing market positions, to create new production sites and to
introduce new technologies.

Sector 5 : Grape processing industry

The grape processing sector, i.e. production of wine/wine products and aromatized
wine products is an area that requires a lot of investment, knowledge and training
of the producers, but also an additional effort to set a number of EU standards in
this field. Given that consumers are increasingly demanding in terms of quality
with acceptable wine prices, wine and aromatized wine product producers need to
improve wine quality and achieve appropriate competitiveness. Increasing
competitiveness on the domestic and foreign markets and achieving EU standards
requires investment in the reconstruction of production facilities and related
facilities as well as purchase of new equipment, devices and vessels.

The aim of this measure is to improve businesses of grape processors that is
wine/wine products and aromatized wine product producers through the
introduction of the state-of-the-art technologies and the production of innovative
grape and wine products according to EU standards. Additionally, to improve
competition and ensure the recognition of Serbian wines, it is necessary to provide
better product recognition with geographical indications for wines.
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8.3.3. General objectives

— To increase the ability of the agri-food sector to cope with competitive pressure by
supporting its modernisation and thus the production efficiency;

— To progressively align with EU rules and standards, regarding environmental
protection, food safety and quality products, animal welfare and traceability of the
food chain and waste management;

— To increase the competitiveness of the food processing industry from the selected
sectors by adjusting to demands of domestic and foreign market, and technical and
technological improvement of sector;

— To address the challenge of climate changes, by promoting renewable energy.
8.3.3.1.  Specific objectives

Sector 1: Milk and dairy sector
The specific objectives for the milk processing sector are:

— To support viable enterprises for milk processing with capacity between 3,000 | -
100,000 | of collected milk per day on average for:

e improvement of technology for milk processing and marketing;

e introduction of new technologies, processes and products in order to achieve
better position of dairy products on the domestic and international market;

— Toincrease quality and microbiological safety of milk of the targeted enterprises.

— To support enterprises to reach EU standards relating to safety and quality of milk
products.

Sector 2: Meat processing sector

The specific objectives for the meat processing sector are:

— Toencourage investments in slaughtering facilities with a minimum capacity per day
for: 10 cattle or 50 pigs or 50 sheep and goats or 5,000 poultry, which would comply
with the EU standards;

— To enable the introduction of new technologies, refining processes and products in
order to achieve better position in the domestic and international market;

— Tosupport the introduction of food safety and quality systems (GHP, GMP, HACCP
and 1SO);

— To improve the treatment and handling of waste.

Sector 3: Fruit and vegetables processing sector

The specific objectives for the fruit and vegetable processing sector are:
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— To support the micro, small and medium size enterprises for processing of fruit and
vegetables in order to:

e Upgrade the fruit and vegetables processing sector to the EU standards;
e Improve production techniques and technologies;

e Support introduction of food safety and quality systems;

e Improve the marketing of fruit and vegetables products;

e Achieve better a position on the domestic and international markets by
introducing new technologies and equipment.

Sector 4: Egg processing sector
The specific objectives of the sector for egg processing are:

— support to investments in the new and existing processing capacities, in order to
comply with EU standards and increase their competitiveness and productivity;

— introduction of the new technologies, improvement of the processes and products in
order to achieve better position on the domestic and international market;

— introduction of a safety and quality food system (GHP, GMP, HACCP and 1SO);

— improving treatment and waste management.
Sector 5: Grape processing sector

Specific objectives for the grape processing sector, i.e. production of wine/wine products
and aromatized wine products include supporting of micro, small and medium-sized
enterprises that produce wine/wine products and aromatized wine products, in order to:
— improve the sector and reach EU standards,

— improve production technology and techniques,

— support the introduction of quality schemes, i.e. production of value-added products,
— improve recognition of grape originate products with geographical indications on the

domestic and foreign market.

8.3.4. Linkage to other IPARD measures in the programme and to national
measures

The measure is particularly linked with the measure "Investments in physical
assets of agricultural holdings™, which ensures the provision of raw materials.
Investments in processing and marketing of agricultural products will
provide/ensure collection/buying of high quality products from primary producers,
agricultural farms/holdings from the priority sectors.
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8.3.5. Recipients

Recipients are entrepreneurs and legal entities/enterprises, with less than 25% of
their capital or voting rights held by public bodies. An enterprise can consist of one
or more establishments (local production units).

Recipients of support have to be registered in the Business Register of Serbia and
hold an active status.

8.3.6. Common eligibility criteria

8.3.6.1.  Types of enterprises supported

Only micro, small and medium sized enterprises as defined in Article 6 of the
Accounting Law of the Republic of Serbia (OG of RS 62/2013 and its subsequent
modifications) are eligible. National definition of the micro small and medium sized
enterprises is presented in Annex 6.

The recipients:

— Must, in the case that the recipient is not owner, provide a contract on lease of the
land or facility with minimum duration of the lease of ten years from the date of
submission of application;

— Should prove that it has no outstanding tax or social security payments at the time of
submission of an application/claim for payments. The applicant submits the signed
statement that there is no application of the same investment in another public grant
or subsidy scheme;

— Must, in the case that the recipient is the legal entity, prove that its accounts are not
blocked!! at the moment of submission of application, and that they were not blocked
for more than 30 days, within 12 months period prior to submission of application;

— The establishments listed in the web site of EU (DG SANTE) as an EU approved
third country establishment for the specific category of food and animal origin, are
not eligible for support.

8.3.6.2.  Economic viability of the enterprise

The applicant has to prove the economic viability of the enterprise through a
business plan running to the end of investment period. The business plan should be
in line with the template provided by the IPARD Agency. For investments
exceeding EUR 50,000 as defined in IPARD implementing regulation, a complete
business plan is needed, and for smaller investments, below EUR 50,000, it has to
be in the simplified version as defined in the application form.

11t refers to the case of insolvent business performance of the legal entity when the account might be
blocked. In case when the legal entity has used the bank account as a means of payment, and it was not
able to pay off, the bill in due time, the bank account is blocked/ suspended for withdrawals and all capital
inflow is going to be transferred to the account of the client whom the legal entity is owing
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The criteria to be used by the IPARD Agency to assess the future economic viability
of the holding are presented in the Annex 2.

8.3.6.3.  National standards/EU standards

— Not later than the final payment, the entire enterprise must comply with the main
relevant national minimum standards in force regarding environmental protection,
public health (food safety aspects), animal welfare, and occupational safety (Annex
3);

— The investment supported must comply with the relevant EU standards by the end
of the realization of the investment;

— Upon project completion, the recipient shall provide as an obligatory part of the
final payment claim, a certificate from the national food safety,
veterinary/phytosanitary and environmental authorities confirming that all
applicable national minimum standards are respected on the enterprise and that the
investment project is in compliance with the EU standards.

8.3.6.4.  Other eligibility criteria

— Investments supported must concern the processing and / or marketing of products
covered by Annex | to the Treaty, including fishery products, and / or the
development of new products, processes and technologies linked to products
covered by Annex | to the Treaty, including fishery products.

— All supplies purchased under this measure shall originate from an eligible country.
However, they may originate from any country when the amount of the supplies to
be purchased is below the threshold for the use of the competitive negotiated
procedure (currently EUR 100,000). For the purposes of this measure, the term
‘origin’ should be used as defined in Chapter 8.1.2.2

— Investments at retail level are not eligible under this measure;

— Only investments made after the signature of the contract can be considered eligible
for reimbursement by the IPARD Agency, except for feasibility studies and other
consultancy costs related to the preparation of the application;

— For a period of five years after the final payment by the IPARD Agency, the
recipient is obliged to use the investment for the purpose it was intended without
substantial modifications affecting its nature or its implementation conditions, or
give undue advantage to a firm or public body, and/or result either from a change in
the nature of ownership of an item of infrastructure, or cessation or relocation of a
productive activity co-financed.
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8.3.7. Specific eligibility criteria (per sector)

Sector 1: Milk processing and marketing

— The recipient has to be registered in the List of Establishments (according to the
Law on Veterinary Matters (Official Gazette Republic of Serbia, No 91/2005,
30/2010 and its subsequent modifications)*;

— Must have capacity of 3.000 | -100.000 | of collected milk per day on average in
the last accounting year prior to the submission of the application.

Sector 2: Meat processing and marketing

— Recipients have to be registered in the List of Establishments (according to the
Law on Veterinary Matters (Official Gazette Republic of Serbia, No 91/2005,
30/2010 and its subsequent modifications)*;

— In case of slaughterhouses eligible are recipients with a minimum capacity for:
10 cattle or 50 pigs or 50 sheep and goats or 5,000 poultry per day;

Sector 3: Fruit and vegetables processing and marketing

Only micro, small and medium sized enterprises as defined in Article 6 of the
Accounting Law of the Republic of Serbia (OG of RS 62/2013 and its subsequent
modifications) are eligible. National definition of the micro small and medium sized
enterprises is presented in Annex 6.

Sector 4: Egg processing and marketing

Only micro, small and medium sized enterprises, as defined in the Article 6 of the
Accounting Law of the Republic of Serbia (OG of RS 62/2013 and its subsequent
modifications) are eligible. National definition of micro, small and medium sized
enterprises is presented in Annex 5.

Sector 5: Grape processing

The recipient have to be registered in the Vineyard Register in accordance with the Law
on Wine ("Official Gazette of the Republic of Serbia”, No. 41/09 and 93/12) with the
maximum available capacities of annual wine production from 20.000 up to 1.000.000
liters at the end of the investment registered in the Winery Register in accordance with
the Law on Wine ("Official Gazette of the Republic of Serbia”, No. 41/09 and 93/12).

8.3.8. Eligible expenditure

In line with Article 29 and 31 of the FWA and Article 33 (5) of the SA eligible
expenditure shall be limited to:

(a) the construction or improvement of immovable property up to market value of the
assets;
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(b) the purchase of new machinery and equipment, including computer software, up
to the market value of the asset shall be considered as eligible;

(c) general costs linked to expenditure referred to in points (a) and (b) of this
paragraph such as architects, engineers and other consultation fees, feasibility
studies shall be eligible up to a ceiling of 12% of the costs referred to in the said
points (a) and (b) according to the following conditions:

e the eligible amount of the general costs shall not exceed the reasonable cost
established in line with Article 11 (2) (f) and Article 11 (3) (d) of this Agreement;

e for projects with eligible expenditure of the investments referred to in sub-
paragraphs (a) and (b) greater than EUR 3 million, the business plan preparation
costs cannot be greater than 3% of the eligible expenditure of these investments;

o for projects with eligible expenditure of the investments referred to in points (a)
and (b) of at least EUR 1 million and no more than EUR 3million, the business
plan preparation costs cannot be greater than 4% of the eligible expenditure of
these investments;

o for projects with eligible expenditure of the investments referred to in points (a)
and (b) less than EUR 1 million, the business plan preparation costs cannot be
greater than 5% of the eligible expenditure of these investments.

Further detailed provisions concerning the maximum eligible amount in this
paragraph by measure and sector are provided in the relevant measure text in the
following chapters.

In accordance with Article 31 (1) (b) of the FWA and Article 33 (6) of the SA, investment
projects shall remain eligible for European Union financing provided they do not, within
five years from the final payment by the IPARD Agency, undergo a substantial
modification. Substantial modifications to a project are those which result in:

e acessation or relocation of a productive activity outside the programme area;

e achange in ownership of an item of infrastructure which gives to a firm or a
public body an undue advantage; or

e a substantial change affecting its nature, objectives or implementation
conditions which would result in undermining its original objectives.

d) Renewable energy production facilities shall be eligible for support only if their
production capacity is no more than equivalent to the combined average annual energy
consumption of thermal energy and electricity in the agriculture enterprise/ holding. The
average energy consumption will be calculated on the bases of the 3 previous years
before submission of application.

Examples of eligible investments per sector

Sector 1: Milk and dairy sector

Eligible investment for milk and dairy sector:
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— Construction/extension/modernisation of milk collection centres and milk
processing enterprises, milk storage and cooling equipment, specialised milk
transportation equipment, equipment and technology for improvement and control
of quality and hygiene, including simple test equipment to distinguish between poor
and good quality milk, physical investments for establishment of food safety
systems (GHP, GMP, HACCP), IT hardware and software for milk registry and
monitoring, control and management, investment in energy saving technologies,
environmental protection, equipment and facilities for processing of intermediate
products and wastes; treatment and elimination of wastes, specialised milk transport
vehicles.

Sector 2: Meat sector
Eligible investments for slaughterhouses and meat processing plants:

— Construction / renovation of slaughterhouses/ facilities for meat processing and
cooling storage rooms, equipment for slaughterhouses, technology and equipment
for treatment of waste and by-products, physical investments in establishment of
food safety systems (GHP, GMP, HACCP), IT hardware and software for
monitoring, control and management, investment in renewable energy (construction
of installation and equipment) primarily focused on own needs.

Sector 3: Fruit and vegetables sector
Eligible investments for fruit and vegetable processing sector:

— Construction/extension/modernisation of premises used for the food processing
activity, to comply with the relevant EU standards, facilities and equipment for
processing of fruit and vegetables (preserving pasteurizing, drying, freezing, etc.),
packaging and labelling equipment, including filling lines, wrappers, labellers and
other specialised equipment, investment in renewable energy (construction of
installation and equipment) primarily focused on own needs, physical investments
in establishment of food safety and quality management systems (GHP, GMP,
HACCP, 1SO).

Sector 4: Egg processing sector
The eligible investments for egg processing sector:

- Construction facilities for egg processing, packaging and strorage facilities, equipment
for egg processing, equipment for treatment of waste and by-products, physical
investment in establishment of the food safety system (GHP, GMP, HACCP), IT
hardware and software for monitoring, control and management, investment in
renewable energy (construction of the installations and equipment) primarily focused on
self consumption.

Sector 5: Grape processing sector
The eligible investments for grape processing sector:
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- Investment in construction and/or equipment of facilities for the processing of grapes
or production and storage of wine/wine products and aromatized wine products;

- Investment in construction and /or equipment of tasting facilities, facilities for
evaluation of characteristics and wine presentations;

- Equipment, devices and vessels for the production, bottling / packaging and storing of
wine/wine products and aromatized wine products and other specialized and laboratory
equipment, instruments and devices;

- Equipment for disinfection of workers;
- Investing in renewable energy sources (construction of installations and equipment)
primarily focused on own needs;

8.3.9. Selection criteria

Type of selection criteria Points

Recipients investment is located in areas with difficult working
conditions in agriculture

The investment is oriented towards environmental protection or
yes/no 20/0
waste management

Recipient is certified for production of PDO and PGI products yes/no 20/0

yes/no 20/0

Investments in upgrading the whole enterprise to EU-Standards yes/no 20/0

Investments to improve energy efficiency, including the use of

renewable energy sources yes/no 20/0

If there are applicants who have the same number of points, priority will be given
to the applicant who submitted the application first.

8.3.10. Aid intensity and EU contribution rate

Aid intensity, expressed as the share of public support in the eligible expenditure of an
investment, amounts up to:

— 50% of total eligible expenditures, or

— For investments relating to the treatment of effluents the maximum aid intensity
could be increased by 10% (maximum 60%).

EU co-financing rate is 75% of the public aid.

A recipient can claim the support, irrespective of the total value of the investment, for
eligible expenditure within the following ceilings:

Milk processing and marketing

—  Minimum EUR 10,000;
—  Maximum EUR 2,000,000.
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Meat processing and marketing

—  Minimum EUR 10,000;
— Maximum EUR 1,000,000.

Fruit and vegetables processing and marketing

— Minimum EUR 10,000;

— Maximum EUR 1,000,000.
Egg processing and marketing:
- Minimum EUR 10,000;
- Maximum EUR 1,000,000.
Grape processing and marketing:
- Minimum EUR 10,000;
- Maximum EUR 1,000,000.

The recipient cannot receive more than EUR 2.0 million of public support from the
IPARD Il Programme.

The application for the next investment can be brought in only after finalisation (final
payment) of the previous investment.
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8.3.11. Budget 2014-2020 for the measure “Investments in physical assets concerning processing and marketing of agricultural
and fishery products”

Public expenditure
Total . .
- - ) - Private contribution
v eligible cost Total EU contribution National contribution
ear

EUR EUR % EUR % EUR % EUR %

2=3+9 3=5+7 4=3/2 5 6=5/3 7 8=7/3 9 10=9/2
2014 i i - i i - i - i
2015 10,906,004 | 9,953,002 0| 7 464,752 751 2 488,250 251 9,953,002 50
2016 26,932,466 13,466,233 50 10,099,675 £ 3,366,558 25 13,466,233 50
2017 23,174,069 11,587,034 50 8,690,276 75 2,896,759 25 11,587,034 50
2018 24,434,018 12,217,009 50 9,162,757 75 3,054,252 25 12,217,009 50
2019 37,093,509 18,546,755 50 13,910,066 75 4,636,689 25 18,546,755 50
2020 43,153,266 21,576,633 50 16,182,475 75 5,394,158 25 21,576,633 50
TOTAL 174,693,334 | 87,346,667 65,510,000 21,836,667 87,346,667
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8.3.12. Indicators and targets

Name of indicator Target value

Number of projects supported 463
Number of enterprises performing modernisation projects 463
Number of enterprises progressively upgrading towards EU standards 463
Number of enterprises investing in renewable energy production 46
Total investment in physical capital by enterprises supported (EUR) 165,893,333
Number of jobs created (gross) 160

8.3.13. Administrative procedure

The measure will be implemented by the IPARD Agency. Projects under the
measure will be selected through open calls for applications. The decision on the
financial allocation per measure, per call will be made in agreement with the
IPARD Agency. The Managing Authority shall each year draw up an annual
programme for call for applications, indicating number of calls, time for launching
and deadlines for applications and the indicative budget of each measure and call
for applications.

IPARD Agency shall launch the calls for proposals and implement wide
information campaign in co-operation with the MA.

The submitted applications shall be checked administratively and on-the-spot for
completeness, administrative compliance, eligibility and viability of the business
plan by the IPARD Agency. The compliant and eligible applications shall be ranked
and funded up to the limit of the budget of the call for applications.

Applications are filed by recipients using the forms in line with the requirements
and public tenders. Detailed administrative checks are carried out prior to
approving an application to identify whether it was complete, if it was filed on time
and whether the requirements for approving the applications were met. The checks
are documented on detailed check list templates.

Applications that arrive complete, timely and in line with the requirements of the
rulebook and public tender will be reviewed in the order of their acceptance. Upon
the processing of the application forms by the IPARD Agency, a ranking list will be
formed according to the ranking criteria. Ranking list will be created and projects
selected following each Call for Applications. In case when there are more projects
with the same amount of points according to the ranking criteria, those selected will
be the ones with an earlier date of the submission of the complete application. In
cases when there are less compliant and eligible applications than available funds
for support, the ranking list will not be prepared.
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After administrative control eligible applications will be checked on the spot by the
IPARD Agency. After administrative control and control on the spot, selected
projects will be contracted for financing.

All the provisions stated above are subjected to accreditation. The final provisions
will be laid down in Directorate for Agrarian Payments procedures.

Applicants for aid under measures within the IPARD |1 Programme are obliged to
submit their applications and business plans together with other requested
documentation to the IPARD Agency.

8.3.14. Geographical scope of the measure

This measure applies in areas as defined in the programme chapter 2.1.

8.4. AGRI-ENVIRONMENT - CLIMATE AND ORGANIC FARMING
MEASURE

This section will be elaborated in a later stage before the measure on organic farming
(OF) is implemented.

8.4.1. Legal basis

— Atrticle 2 (1) of IPA Regulation (EU) No 236/2014 of the European Parliament and
of the Council of 11 March 2014 laying down common rules and procedures for the
implementation of the Union's instruments for financing external action.

— Article 27 (1) (4) of the Sectoral Agreement

— Annex 4 of the Sectoral Agreement

8.4.2. Rationale

So far, the development of organic agriculture in Serbia has been relatively slow,
but it certainly has the potential to rapidly increase with adequate support and
incentives. Investments in organic production could contribute to increase of areas
under the organic production for 25% in respect to current situation. Serbia has
favourable soil and climatic conditions for organic agriculture and there are good
opportunities for the development of both domestic and export markets for organic
products.

Payments for conversion to organic production are particularly significant in terms
of assistance to agricultural producers to enter the market of organic products.
Compensatory payments are required for lost income and additional costs
associated with the transition to organic production methods and maintenance of
organic farming practices and methods.

The advantage of organic production is reflected in the fact that it enhances income
generation on smaller farms, which is particularly important for the agricultural
sector in Serbian. A large proportion of agricultural production takes place in a
traditional way on small holdings, without the use of modern machinery or large
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amounts of pesticides and fertilizers. Such farms are very easily convertible to the
organic system of production.

Organic farming helps to reduce environmental pollution and protect biodiversity,
it contributes to the improvement of water management and land. What is more, it
does not burden the land with chemical pesticides, fertilizers, genetically modified
organisms and products consisting of or derived from genetically modified
organisms. It reduces emission of greenhouse gases and ammonia, which
contributes to the improvement of air quality and mitigation of climate change. The
positive impact of organic agriculture on environment and the growing need and
interest in the market for organic products are good reasons for ensuring financial
support for these activities. In the future, pilot projects might be extended to cover
larger agriculture territory.

8.4.3. General objectives

To contribute to sustainable resource management and climate change adaptation and
mitigation by application of agricultural production methods compatible with the
protection and improvement of the environment, going beyond relevant mandatory EU
standards;

To contribute to the preparation of Serbia for the future implementation of the agri-
environment-climate measure under the RDP after the accession.
8.4.4. Specific (s) objectives of the measure

Support for the introduction and maintenance of organic agricultural production
methods;

Mitigation and adaptation relating to climate change;

Increasing agricultural land and number of farms managed in accordance to the Law on
Organic Production and corresponding regulations;

Increasing the competitiveness of organic agricultural production;

Increase in exports of organic products to foreign markets.

8.4.5. Dissemination of results

Regular training and awareness activities of the National Advisory Service will be
used to disseminate the best practices, results and experience gained during the
implementation of the measure.

8.4.6. Linkage to other IPARD measures in the programme and to national
measures

This measure is linked to the measure *Investments in physical assets concerning
agricultural holdings™ and "Investments in physical assets concerning processing
and marketing of agricultural and fishery products™.
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In its selection criteria, the measure ""Investments in physical assets, concerning
agricultural holdings™ provides priority to investment projects of certified organic
producers and thus contributes to implementation of the agri-environmental
measure.

Upgraded processing and marketing conditions could act as a driver to improve
primary production of specific products with added value. This should lead to the
improved quality and food safety of raw materials needed for the processing
industry and which should increase potentials for export. Hence, it will be followed
by rational and efficient processing, which results in a synergistic effect on both
sides.

Distinction is assured by the fact that organic production is a certified process
followed by appropriate proofing documentation.

National measures under the NPRD (2015-2020) will support small holdings and
farms either to up-grade to a more competitive agriculture production or to
diversify to non-agriculture activities (demarcation see Chapter 10). Additionally,
some of them should be encouraged to cross above the viability level. IPARD
measure will support only organic producers involved in crop production (cereals,
oil crops, vegetable, fruit or grape production and production of
aromatic/medicinal plants), while animal organic production as well as animal
and plant genetic resources will be subject of support in NPRD.

8.4.7. Recipients

Recipients are:

— active registered agricultural holdings - natural persons (including entrepreneurs)

— legal entities, with less than 25% of their capital or voting rights held by public
bodies, and registered in the national Register of Agriculture Holdings in
accordance with the Law on Agriculture and Rural Development.

8.4.8. Type of operation

The proposed agri-environmental measure will focus implementation on organic
production.

The main aim of the selected scheme is to gain implementation experience and
introduce EU methodologies and practice in this sector. At the same time, they are
selected in a way that will positively contribute to the key agri-environmental issues
identified in Serbia. An organic farming measure has been implemented in Serbia
for the last ten years and there is already a good knowledge base and support
structure for further development under the EU support scheme.

Examples of type of operations

Type of operations will focus only on support to organic farming conversion and/or
maintenance.
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8.4.9. Common eligibility criteria for all type of operations

8.49.1. Baseline

The recipient shall respect the minimum mandatory standards as established by national
legislation that refer to the specific AE scheme. The mandatory standards are national
rules which are notably addressing relevant GAEC standards (good agricultural and
environmental conditions) related to soil, water, landscape management, relevant
minimum requirements for fertiliser and plant protection products.

8.4.9.2.  Relevant knowledge

All of the recipients are required to pass training for the respective commitment
they are undertaking. The recipient is obliged to undertake at least 10 days of
certified training in organic farming topics.

8.4.9.3.  Eligible size of agricultural land/herd

The minimum area for crop and vegetable production is at least 0.2 hectares, and
for fruit and grape production at least 0.3 hectares. There are no restrictions for
organic production in protected areas (such as greenhouses).

8.4.10. Commitments

Scheme 1: Organic farming scheme

Rationale Organic farming improves the natural balance of plant nutrients by using crop
rotation and the integration of crop and livestock production. Due to the limited
use of fertilizers and pesticides, organic farming improves soil and water quality,
plays a positive role in biodiversity conservation and contributes to the sustainable
management of soil, fruit and vegetables and vineyards.

The pilot implementation of the OF scheme will contribute to the development of
organic farming in Serbia, which is currently very low.

Environmental | ¢ To reduce the use of fertilizers and pesticides on agricultural land;
objectives e To contribute to the sustainable management of soils;

e To increase the area of agricultural land and the number of farms managed
according to organic farming standards;

145



requirements

Pilot scope Support will only be provided to vegetable, fruit or grape production and crops that
are certified as organic or are in conversion.

Specific — Recipients must have a minimum area for crop and vegetable production of at

eligibility least 0.2 hectares, and for fruit and grape production at least 0.3 hectares, and

for organic production in the protected area (greenhouses) there are no
restrictions;

requirements

Minimum — Law on Organic Production, (OG RS No 30/10) (details on requirements for

mandatory organic farmers in line with Organic Law will be elaborated later)

standards — Rulebook on Control and Certification and Methods of Organic Production,
(OG RS, No 48/11 and 40/12)

Management — To undertake 10 days of training in organic farming topics;

— To manage the land in accordance with the national regulations governing
organic production;

— To have a contract relating to the control and certification of organic
production with the authorized control body in accordance with the Law on
organic farming for the area they are working within.

Payment rates

Estimated payment rates will be calculated before measure accreditation

Indicators:

Baseline (2013)
— 1,014 haincluded in support under this measure

— 109 Number of producers who have used an incentive for organic crop
production

Output
— 7,500 ha included in support under this measure

— 500 Number of producers who have used an incentive for organic crop
production

8.4.11. Eligible costs

Support will only be provided for cereals, oil crops, vegetables, fruit or grape
production, aromatic/medicinal and fodder plants that are certified as organic or
are in the conversion stage.

Payment rates will be elaborated in the process of measure accreditation.

The IPARD Agency will make cross-checks to ensure that aid ceilings have been
respected in the case of combinations of agri-environmental commitments and
activities on the same land.

8.4.12. Aid intensity and EU contribution rate

Aid intensity (public aid) will be at the level of 100% of the total eligible costs. The
EU contribution rate shall be 85% of public expenditure the remaining 15% will
be covered by the national budget.
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8.4.13. Budget 2014-2020 for the measure “Agri-environment — climate and organic farming measure”

Total Public expenditure
eligible . . o Private contribution
—_— cost Total EU contribution National contribution
EUR EUR % EUR % EUR % EUR %
2=3+9 3=5+7 4=3/2 5 6=5/3 7 8=7/3 9 10=9/2
2014 - - - - - - - - -
2015 - - - - - - - - -
2016 - - - - - - - - -
2017 2,573,529 2,573,529 100 2,187,500 85 386,029 15 - -
2018 2,573,529 2,573,529 100 2,187,500 85 386,029 15 - -
2019 2,573,529 2,573,529 100 2,187,500 85 386,029 15 - -
2020 2,573,529 2,573,529 100 2,187,500 85 386,029 15 - -
TOTAL | 10,294,118 [ 10,294,118 8,750,000 1,544,118 - -
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8.4.14. Indicators and targets

Name of indicator Target
value
Number of contracts 1,029
Agricultural land (ha) under environmental contracts 10,294
Number of operation types supported 1
Total area per type of type of operation (organic farming) 10,294
Number of holdings supported under organic farming type of operation 1.029

8.4.15. Geographical scope

This measure applies in areas as defined in the programme chapter 2.1.

8.5. IMPLEMENTATION OF LOCAL DEVELOPMENT STRATEGIES -
LEADER APPROACH

8.5.1. Legal basis

— Atrticle 2 (1) of IPA Regulation (EU) No 236/2014 of the European Parliament and
of the Council of 11 March 2014 laying down common rules and procedures for the
implementation of the Union's instruments for financing external action.

— Atrticle 27 (1) (5) of the Sectoral Agreement

— Annex 4 of the Sectoral Agreement

8.5.2. Rationale

Rural areas in Serbia are characterized by a diversity of landscapes and biological
features, rich cultural heritage and natural resources. On the other hand, these
areas suffer consequences of depopulation. This is the reason for their low
development and the existence of all forms of deprivation of basic amenities and
growing poverty. Increased attractiveness of rural areas as places to live is closely
related to the improvement of physical infrastructure, better access to social
services, and improvement of social structures and support for the development of
entrepreneurship.

Serious threatd of further escalation of the development gap versus urban areas is
imposed by a lack of respect for the specific needs of the village and its inhabitants,
the absence of systematic and insufficiently coordinated activities of different
stakeholders.

The LEADER concept involves simultaneous use of the territorial approach,
"bottom-up™ public - private partnerships, integrated multi-sector approach,
innovation, cooperation and networking. It was designed and developed by the EU
as an instrument of rural development that has significantly contributed to the
strengthening of social capital, creating additional employment and diversification
of economic activities in rural areas, as well as improving and maintaining
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competitiveness and encouraging innovative responses to old and new rural
problems.

The introduction of the measure for implementation of local rural development
strategies by LEADER principles and associated preparatory activities are a
method of mobilizing and implementing of rural development in local rural
communities. It directly contributes to strengthening of the social capital,
promoting better local governance, improving infrastructure, diversification of
rural activities, development of the service sector in local communities as well as
the level of nurturing of cultural heritage.

In recent years, pilot initiatives were implemented, at the local level, such as
partnerships similar to local action groups (LAG) and partnerships which ensure
effective implementation of rural development measures. LAG type partnerships
were established in Serbia through various project initiatives aimed to support
strengthening of the rural social capital and defining local partnerships priorities
and boosting capacity through training for the preparation of project proposals,
financial planning and project cycle management.

During 2011-2013, 605 groups were registered by memorandums of understanding
which were defined as Partnerships for territorial rural development. During the
process of creating and strengthening partnerships, the project supported the
establishment of 24 of them. Simulating IPARD evaluation process, from the 24
strategies, 21 LRDS met the criteria of the LEADER measure under the IPARD,
which covers 8% of the population and about 15% of the territory of Serbia. These
results are achieved through a gradual *'step-by-step™ approach, through guidance,
tailored training, mentoring, case studies, field trips and other necessary support,
based on the best practices in the EU, where possible and appropriate, tailored to
the specifics of Serbia. At the same time, the project established principles and
coordination at the national level for the implementation of the LEADER in Serbia.

This successful process will be continued in IPARD II. First of all, LAGs will be
selected and in the second step actions/projects of these groups will be supported.

8.5.3. General objectives

General objectives are the development of civil society and fostering social dialogue
within the rural population, support of good governance, promotion of employment
and development of human capital, which, all together, by implementing the
measure through the local partnerships, contributes to the sustainable development
of rural areas.

8.5.3.1.  Specific objectives

This measure has to contribute to the promotion of rural development through
local initiatives and partnerships, strengthening the capacity of rural inhabitants
and members of established partnerships through training and education, to
develop, organize and lead the partnership, to prepare and implement LDS
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through local projects and to activate the rural areas for networking and inter-
territorial cooperation.

The LEADER approach in Serbia will be supported through the following
measures:

- Measure Technical Assistance —for potential LAGs. Technical Assistance activity
""Acquisition through of skills and animating the inhabitants of rural territories™
will be used for capacity building of potential LAGs.

- Measure "Implementation of local development strategies — LEADER approach™
— for selected LAG:s.

This measure includes following activities:

Activity 1: "Acquisition of skills, animating the inhabitants of LAG territories' for
capacity building and animation among already selected LAGs, their members and
rural inhabitants.

Activity 2: ""Running costs and small projects' for running the selected LAGs and
small scale projects that will be implemented by LAGs.

Activity 3: ""Cooperation projects' for inter territorial projects; this activity should
be implemented in the latest phase of implementation. The relevant procedure for
applying for this activity will be later developed by the Managing Authority and
described in the programme.

- Measures in IPARD Il programming document for realization projects
prioritized in LDSs.
8.5.4. Linkage to other IPARD measures in the programme and to national

measures

The IPARD LEADER measure will not be implemented in parallel with NPRD.
The latter will be implemented until the beginning of the implementation of
LEADER measure in IPARD in order to avoid double financing.

8.5.5. Recipients

Recipients for all activities are the selected LAGs.

8.5.6. Common eligibility criteria

Eligibility criteria for selection of the LAGs

Based on the submitted applications, LAGs selected by the Managing Authority will be
checked for eligibility criteria by the IPARD Agency as follows:

- The LAG is an association officially registered in Serbian Business Registers
Agency;
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- The selected LAG covers a coherent, well-defined, geographically continuous
rural territory, with more than 10,000 and less than 150,000 inhabitants,
including settlements with a population of less than 25,000;

- At the decision-making level, the economic and social partners as well as other
representatives of the civil society, such as farmers, rural women, young people
and their associations must make up more than 50% of the partnership.
Moreover, a minimum 20% of shall be representatives of the local authorities.
However, public authorities as defined in accordance with the national rules, or
any single interest group, shall represent less than 50% of the voting rights;

- Members of the managing structure of a LAG must be residents and / or be
registered and / or a registered branch in the LAG territory as well as chairman;

- The LAG must propose an integrated Local Development Strategy based on the
LEADER Ordinance developed by the Managing Authority. Provisions on
minimum elements to be included in LDS will be explained in the later stage in
IPARD Il Programme.

8.5.7. Eligible activities and eligible expenditure

Measure "Implementation of local development strategies — LEADER approach™
— for selected LAGs will cover eligible expenditures for the following activities:

8.5.7.1.  Eligible activities for activity 1 - "*Acquisition of skKills,
animating the inhabitants of lag territories™ for capacity
building and animation of the selected LAGs:

a) Animation, awareness raising and promotional activities, events (e.g. seminars,
workshops, meetings, etc.),

b) Training and education of the LAG staff and members (e.g. preparation of business
plans, preparation of project applications, accounting, etc.); Rural studies, analysis
of the territory and other analysis and data gathering necessary for implementation
of the local development strategy,

c) Publicity to support the local development strategy preparation process and the
production of promotional materials for the rural stakeholders in the proposed LAG
territory,

d) Training for the LAG staff and members involved with the setting up of the local
action group and the implementation of the local development strategy and / or in
preparation of business plans, project applications etc.,

e) Participation of the LAG members in seminars, workshops, meetings, study visits,
including events of the national and the European RD network,
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f)

9)
h)

Planning, monitoring and follow-up and revision of the local development strategy
(LDS) for the territory of the contracted LAG,

Studies of the contracted LAG area that support the implementation of the LDS,

Information and publicity activities to support the implementation of the LDS, to
stimulate cooperation and networking among rural stakeholders within the
contracted LAG territory, and to enhance the involvement of vulnerable social
groups (women, youth, the elderly, minorities, the disabled and other) in the
implementation of the LDS.

Examples of Eligible expenditure:
— Expert services;

— Translation and interpretation;
— Travel expenses, including accommodation and daily allowances;

— Animation activities (e.g. trainings, participation in seminars, workshops and
fairs, subscription and acquisition of publications, other animation activities,
etc.);

— Rental of facilities and equipment for events and catering.

8.5.7.2.  Eligible activities for activity 2 - "'running costs and small
projects™ for running the selected lags and implementation
of small projects:

Maintaining an office (office rent and overheads) for the contracted LAG within its
territory and the salaries of LAG employees;

Training and capacity building for the contracted LAG staff to improve capacities
for LDS implementation;

Small scale projects implemented by the LAGs (EUR 1,000-5,000 value for
supporting of cultural events, promotion of local products, renovation or construction
of cultural and natural heritage, investment in cultural goods, small touristic
infrastructure, etc.).

Examples of Eligible expenditures:

- Salaries (co-financing) for the LAG manager and/or other LAG employees;

- Office rent and overheads;

- Office materials (stationery etc.);

- Purchase of equipment, including IT equipment, furnishing;

- Costs linked to communication;
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- Training costs;
- Services (IT specialists, accountants, etc.);

- Small projects implemented by the LAGs. Selection and management of small projects
shall be explained in LDSs and proposed actions shall be in line with LDS. Operations
of the small value: EUR 1,000 — 5,000 should support, e.g. cultural events, promotion of
local products, renovation or construction of cultural and natural heritage, investment in
cultural goods, etc.

8.5.7.3.  Eligible activities for activity 3 — “Cooperation projects for
inter territorial or transnational projects”

a) Training and capacity building for the contracted LAG staff to set up, animate
and evaluate cooperation projects;

b) Common actions and joint activities managed with national cooperation
partners.

Examples of eligible expenditure:

— Salaries supported by the LAG and/or its local partners;

— Travel expenditures for LAG’s staff and their local partners;
— Costs linked to communication;

— Training costs;

— Services (IT specialists, accountants, etc.);

— Small projects linked to the common action implemented by the LAG: operations
of small value (EUR 1,000 — 5,000) for common cultural events, common
promotion of local products, investments in cultural or touristic goods.

8.5.7.4.  Non eligible expenditure
— taxes, public fees/charges/dues;
— costs of proceedings (law);
— financing costs;
— insurance costs (investments);
— licence fees;
— costs of fiscal advice and solicitors;
— costs of (financial) lease;
— costs of investments, that are not state of the art;

— costs, arising from the time before signing of the contract with the IPARD
Agency (application).
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8.5.8. Selection criteria
8.5.8.1.  Selection criteria will be used to evaluate local development
strategies of LAGs and will be based on following:
— Area based approach and coherence of the LDS with the covered territory;

— LDS quality based on the analysis of developmental needs and potentials on the LAG
territory, the content and its alignment with the objectives set up in the IPARD II
Programme;

— Capacity of the LAG for implementation of the LDS;
— Quality of the partnership;
— Management body of the LAG must ensure age diversity and gender equality;

— The managing body of the LAG must be representative by ensuring age diversity
and gender equality in terms of at least 30% are women;

— Projects supported by other sources (not the IPARD Programme) should be
considered as added value, however double funding must be avoided through written
statement of the LAG.

8.5.8.2.  Minimum content of LDS
— The definition of the area and population covered by the strategy;

— Description of the current situation: an analysis of the development needs and
potential of the area, including a SWOT analysis;

— Description of the LDS strategy and its objectives. The strategy shall be coherent
with the IPARD Programme;

— Description of the process of community involvement in the development of the
strategy;

— Decryption of LAG's partnership and internal decision making rules;

— Description of actions demonstrating how objectives are translated into expected
activities and type of projects supported (the process of defining LDS measures
or actions);

— Description of cooperation projects the LAG intend to follow (subjects of
cooperation, regions/countries targeted) and how these cooperation will have
positive effects on the local development strategy and on the local actors;

— Financial plan of the strategy, including expenditure on acquisition of skills and
animation, running costs and small projects;

— Description of the procedure related to the recommendation of the local projects.

The evaluation criteria will be given in more details in the Implementing Regulation
developed by MA.
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After the selection and the ranking of the LAGs is done by the Evaluation Committee,
IPARD Agency will conclude contracts with the LAGs reaching the minimum ranking
score suggested in the MA implementing regulation.

8.5.9. Aid intensity and EU contribution rate

The aid intensity is provided from the EU and national budget and it is expressed
as the share of public support in the eligible expenditures amounts up to 100%,
where the EU contribution rate is 90% and the share of Serbia is 10%.

The highest possible annual amount of public support for the specific activities and
types of expenditure shall be defined in the implementing regulation. Eligible
expenditures and related costs /expenses will be further elaborated in the
implementing regulation and calls.

8.5.10. Indicators and targets

Name of Indicator Target Value

Number of LAGs operating in rural areas 30
Population covered by LAGs 2,550,000
Number of jobs created (gross) 60
Number of projects recommended 50
Number of small projects 700

8.5.11. Administrative procedure

Procedure for selecting LAGs and approval of strategies

The procedure outlined below describes the selection procedure of LAGs and will be
carried out by the Managing Authority.

e The LAGs will be selected on the basis of an open tender procedure for all rural
areas. This will be announced by the IPARD Agency.

e Special criteria will be used to ensure a) area based approach, b) the quality and the
conformity with the objectives of the IPARD Programme of the proposed local
development strategies and c) the capability of the LAG to manage the
implementation of the proposal.

e The selection procedure applied will be based on a ranking system of the selection
criteria and not the one based on of the “first come, first served” approach. The
ranking criteria system will be developed later (introduced in the implementing
regulation) on by the Managing Authority as a part of the guidelines for the LEADER
approach.

e Based on submitted applications and evaluation of the set selection criteria, LAGS
will be pre-selected by an Evaluation Committee consisting of representatives from
MAEP/Managing Authority and other relevant rural actors and non-profit
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organizations dealing with rural development. The Evaluation Committee shall
submit the list of pre-selected LAGs to the IPARD Agency for selection/approval.
The role of the IPARD agency is limited to the eligibility checks in the approval
procedures.

The final selection will be ensured by a Selection Committee which members are
appointed by the minister of MAEP. The Selection Committee follows the Rules of
Procedure defined in Implementing Regulation in its decision-making process linked
to applications that have been submitted to it by the IPARD Agency. If the decision
made is in opposition to the evaluation report of Evaluation Committee then it has to
be justified by incompliance with the eligibility criteria. The Minister of MAEP
sends the written official notification to applicants on the approval or rejection of
their application for LAG status.

Rejection of applications and requests for amendment / explanation / correction of
submitted application issued by the IPARD Agency are possible in the case if it is
submitted after a deadline, if a LAG application does not fulfil the basic eligibility
criteria or it is not submitted according to the provisions of the MA Implementing
regulation or if it is incomplete and needs amendment or correction, etc.

Contracting procedure

The IPARD Agency will sign contract agreements covering further projects in line
with Activities 1 and 2 and the implementation of specific cooperation projects with
the selected LAGs and will establish a registration system of selected/approved
LAGs.

Contracting of LAGs establishes the basis for reimbursement of eligible
expenditures.

Contracting procedure will be carried out by the IPARD Agency and includes
administrative control, field control, and concluding the contract on awarding the
IPARD funds for the co-financing of the LAG (hereinafter the Contract) based on
the Annual Action Plan submitted and approved by the IPARD Agency.

The contract for funding a LAG’s running costs, capacity building costs and small
projects - The IPARD Agency finalizes the contract with the selected LAGs that
submitted an Annual Action Plan which has been approved by the IPARD Agency
for the period of one year, by which mutual rights and obligations shall be regulated.

The request for payment - Funds from the IPARD are being paid to the contracted
LAG based on the request for payment that LAG shall submit quarterly for payment
to the IPARD Agency. All expenditures incurred by the contracted LAG and
declared on the invoices or the statements of expenditure submitted as part of the
request for payment must be paid in full by the contracted LAG before being
submitted as part of the request for payment. A contracted LAG cannot be paid grants
in the amount exceeding the amount stated in the IPARD contract, or the Annex to
the IPARD contract. After the administrative and the field control of the request for
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payment, the IPARD Agency director for payments makes a decision on payment,
or a decision on rejecting, or letter of rejection of payment.

e Administrative and on-the-spot checks for payment are performed by the IPARD
Agency. Also the responsible Ministry, the National Court of Auditors, authorized
and legitimated national supervisory bodies and legitimated authorities of the EU are
allowed to check the compliance with the regulations (compliance audit).

e Reporting by the contracted LAGs - The contracted LAG is required to submit two
reports on the work of the contracted LAG (hereinafter Report) to the Managing
Authority in every year of its operation. Based on the submitted reports by the
contracted LAGs, the Managing Authority prepares an annual review of contracts of
the contracted LAGs, which is published on the official website of the Managing
Authority.

e In the case of the priority projects recommended by LAGs correspond to eligible
operations of some measures in the IPARD Programme, the same conditions that
apply to that measure in the IPARD Programme will apply. As regards the local
projects under the IPARD measures, a LAG issues a letter of recommendation
confirming that the project is in line with its LDS.

8.5.12. Geographical scope of the measure

The LEADER approach will be implemented in rural areas as defined in the
programme chapter 3.1.

8.5.13. Other information specific to the measure
N/A

157



8.5.14. Budget 2014-2020 for the measure “Implementation of local development strategies — LEADER approach”

Public expenditure
. '_I'otal Private contribution
Vear eligible cost Total EU contribution National contribution
EUR EUR % EUR % EUR % EUR %
2=3+9 3=5+7 4=3/2 5 6=5/3 7 8=7/3 9 10=9/2
2014 i i i - i - i - -
2015 i i i - i - i - -
2016 i i i - i - i - -
2017 555,556 555,556 100 500,000 90 55,556 10 - -
2018 1,111,111 1,111,111 100 1,000,000 90 111,111 10 - -
2019 2,111,111 2,111,111 100 1,900,000 90 211,111 10 - -
2020 2,055,556 2,055,556 100 1,850,000 90 205,556 10 - -
TOTAL 5,833,333 5,833,333 5,250,000 583,333 -
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8.6. FARM DIVERSIFICATION AND BUSINESS DEVELOPMENT

8.6.1. Legal basis

— Atrticle 2 (1) of IPA Regulation (EU) No 236/2014 of the European Parliament and of the
Council of 11 March 2014 laying down common rules and procedures for the
implementation of the Union's instruments for financing external action.

— Atrticle 27 (1) (7) of the Sectoral Agreement

— Annex 4 of the Sectoral Agreement

8.6.2. Rationale

The dominant part of the rural labour force in Serbia, which is around 45% of the
employed rural population, works in agriculture. Such a high proportion of the rural
population engaged in agriculture, ranks Serbia among "'the predominantly agrarian®
European countries. Aside from agriculture, the rural labour force is engaged in the
processing industry (over 16%), wholesale and retail trade (10.2%), construction (5.8%0)
and transport (4%). Industries with the share of rural employment over 3% are also
public administration, education, health and social work. The main reason for the small
number of jobs in these industries and their low representation in the total employment
figures is insufficient development of rural public services. The current structure of
employment is the result of insufficiently diversified economic structure. It is highly
dependent on the primary sector and the exploitation of natural resources.

The interventions under this measure aim at improving job opportunities in rural areas.
They address the major problems of rural areas, as identified in the above analysis, which
are summarised as follows:

- Lack of job opportunities;
- High dependency on agriculture;
- Declining quality and accessibility of basic services and infrastructure.

These problems result in decreasing the attractiveness of rural areas as a place to work
and live and they increase the disparities between urban and rural areas. Due to the
decline in life quality and job opportunities, rural areas have witnessed demographic
decline, and a related deterioration of employability.

The availability of the IPARD funds, strengthening of social capital and market linkages,
would strengthen rural communities and contribute to their sustainable development in
the future.

Analysis of rural tourism shows that it already contributes to the rural economy and has
great potential for further development (see chapter 3.4). The focus of diversification in
the IPARD 11 will be put on rural tourism because of already long tradition of support
through national support schemes in the past and because of great potential and need for
further development of that sector. Furthermore, rural areas in Serbia are characterized
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by diversity of landscapes and biological features, rich cultural heritage and natural
resources. Diversification of the rural economy through higher level of services and
activities related to rural tourism will reduce dependence on agricultural income and
provide the conditions for stable additional income for those households which survival
can not only be linked to agriculture. This type of support will contribute to less
economically developed and socially vulnerable rural areas. On the other hand, activities
in rural tourism expand the range of additional services available to the rural population,
as well as services and products which are based on traditional knowledge, technology,
natural resources and cultural heritage.

8.6.3. General objectives

— Increasing the level of diversification and the development of economic activities in
rural areas through development of business activities, with the possibility of creating
new jobs and directly increasing farm and household income;

— Improving the quality of life in rural areas and thus reducing the depopulation of rural
areas.
8.6.3.1.  Specific objectives

— Investment support to the development of tourist facilities and services to the
agricultural producers and other economic operators in the rural areas, and thus the
expansion of economic activities in the country in the field of rural tourism;

— Support the development of tourist recreational activities, especially for family and
children's tourism.
8.6.4. Linkage with the other IPARD measures in the programme and national
measures

This measure is well suited for implementation in close connection with the LEADER
approach. In this case, the local population and their organisational structures must be
involved early in the drafting of the local development strategy, identifying the activities
which should become eligible for their specific region under this measure.

The measure is linked to the measure of the LEADER approach, namely the measure
"Implementation of the Local Development Strategy"".

The measure will complement the support provided under the national programme for
protection of the local heritage (e.g. crafts and traditional products) and sale points for
traditional products.

8.6.5. Recipients

Recipients of this measure are:

- Natural persons registered as agricultural producers in rural areas or members of the
farm household diversifying on or off farm activities;
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- Legal entities established or operating in rural areas in the range of micro and small
sized enterprises as defined in the Law on Accounting (OG of the RS No. 62/2013 and
its subsequent modifications). The national definition of micro and small enterprises is
presented in Annex 6. Legal entities, in the same range, established outside rural areas
are also eligible if supported investments/activities are located in rural areas.

8.6.6. Common eligibility criteria

1. Investment must comply with the relevant national standards and requirements at the
end of the realization of the investment as provided in Annex 3;

2. Recipient must be registered as accommodation establishments according to the
provisions of Law on Tourism (Official Gazette RS No 36/2009, 88/2010, 99/2011 and
its subsequent modifications;)* and Law on Catering (“Official Gazette RS", No 17/19
and its subsequent modifications at the end of the realization of the investment and
before the final payment;

3. Applicant has to prove the economic viability of the enterprise through a business plan
at the end of investment period. The business plan should be in line with the template
provided by the IPARD Agency. For investments exceeding EUR 50,000 as defined in
the IPARD implementing regulation, a complete business plan is needed, and for
smaller investments, below EUR 50,000, it has to be in the simplified format as defined
in the application form.

The criteria to be used by the IPARD Agency to assess the future economic viability of the
holding are presented in the Annex 2.

4. The applicant should prove that it has no outstanding tax or social security payments
against the state at the time of submission of an application/claim for payments. The
applicant submits the signed statement that there is no application of the same
investment in another public grant or subsidy scheme;

5. For a period of five years after the final payment by the IPARD Agency, the recipient
is obliged to use the investment for the purpose it was intended, without substantial
modifications affecting its nature or its implementation conditions or give undue
advantage to a firm or public body, and/or result either from a change in the nature of
ownership of an item of infrastructure, or cessation or relocation of a productive activity
co-financed.

8.6.7. Specific eligibility criteria
— Maximum capacity in the number of beds in registered accommodation establishments is
limited to up to30 single beds for recipient.
8.6.8. Eligible expenditure

The following expenditure will be eligible:

1. Construction and improvement of immovable property;
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2. Purchase of new equipment and furniture, including special equipment and furniture for
disabled people and for children;

3. Purchase of new machinery, mechanization and equipment for maintenance of the
touristic place and landscape and for touristic and gastronomic purposes, including IT
hardware and software up to the market value of the asset;

4. Investment in facilities for outdoor and indoor recreational areas such as play-yards and
related equipment;

5. General costs such as architects’, engineers’ and other consultation fees, feasibility
studies, the acquisition of patent rights and licences up to a ceiling of 12% of total
eligible expenditure, of which business plans costs are eligible up to 5% but not more
than EUR 2000;

Investment in renewable energy (construction of installation and equipment) must be a part of
a tourism project.

8.6.9. Eligible activities

Investment in construction and/or reconstruction and/or equipping of the facilities for the
provision of tourism and hospitality services, such as rooms, restaurants and other
facilities, including facilities for storage, sales, recreation, playing, keeping of animals,
tourist camps, improving outdoors facilities (for riding, fishing in inland waters, cycling,
themed trails, a riding trails) and other facilities/mechanization, machinery and
equipment in the service of tourism/catering. .

8.6.10. Selection criteria

Criteria Answer Points
Applicant is a person an younger than 40 years at the time when the

decision to grant support is taken yes /no 20
Applicant is a woman or a company that employs the structure of at

least 30% of women ESU e A
Applicant is located in the mountainous area as specified in Annex 4 | yes/no 20

Diploma  of  specialised  vocational  school in
hospitality/tourism;  Diploma of High school in| yes/no 3/6/10
hospitality/tourism; University diploma
The project involves creation of new jobs based on the business plan | yes/no 20
The project involves infrastructural and equipment
investment for disabled people

yes / no 10

8.6.11. Aid intensity and EU contribution rate

Aid intensity, expressed as the share of public support in the eligible expenditures of the
investment amounts up to 65%.

EU co-financing rate is 75% of the public aid.
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Recipients can apply with more than one project during the IPARD Programme. The
application for the next investment project can be submitted after finalisation (final
payment) of the previous investment project.

A recipient can claim the support, irrespective of the total value of the investment, for eligible
expenditure within the following ceilings:

- Minimum EUR 5,000;
- Maximum EUR 300,000.

Recipient can apply for up to three projects and receive a total support of maximum EUR
400,000 of public support from the IPARD Il Programme.
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8.6.12. Budget 2014-2020 for the measure “Farm diversification and business development”

Public expenditure

Tota(l: géltglble Private contribution
Year Total EU contribution National contribution

EUR EUR % EUR % EUR % EUR %
2=3+9 3=5+7 4=3/2 5 6=5/3 7 8=7/3 9 10=9/2
2014 ] - - ] ] - ] _ _
2015 _ ] ] _ _ ] _ ] ]
2016 _ ] ] _ _ ] _ ] ]
2017 4,102,564 2,666,667 65 2,000,000 75 666,667 25 1,435,897 35
2018 10,256,410 6.666.667 65 5,000,000 75 1,666,667 25 3,589,744 35
2019 8,205,128 5,333,333 65 4,000,000 75 1,333,333 25 2.871.795 35
2020 8,205,128 5,333,333 65 4,000,000 75 1,333,333 25 2.871.795 35

ToTAL 30.769,231 | 20,000,000 15,000,000 5,000,000 10,769,231
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8.6.13. Indicators and targets

Name of indicator Target value
Number of projects supported 219
Number pf agricultural h_oldings/_enterprises developing additional 143
or diversified sources of income in rural areas

Number of recipients investing in renewable energy 43
Total investment in physical capital by recipients supported (EUR) 30,767,692
Number of jobs created (gross) 85

8.6.14. Administrative procedure

The measure will be implemented by IPARD Agency. Projects under the measure will be
selected through open calls for applications.The decision on the financial allocation per
measure, per call will be made in agreement with the IPARD Agency. The Managing
Authority shall each year draw up an annual programme for call for applications,
indicating number of calls, time for launching and deadlines for applications and the
indicative budget of each measure and call for applications.

IPARD Agency shall launch the calls for proposals and implement wide information
campaign in co-operation with the MA.

The submitted applications shall be checked administratively and on-the-spot for
completeness, administrative compliance, eligibility and viability of the business plan by
the IPARD Agency. The compliant and eligible applications shall be ranked and funded
up to the limit of the budget of the call for applications.

Applications are filed by recipients using the forms in line with the requirements and
public tenders. Detailed administrative checks are carried out prior to approving an
application to identify whether it was complete, if it was filed on time and whether the
requirements for approving the applications were met. The checks are documented on
detailed check list templates.

Applications that arrive complete, timely and in line with the requirements of a rulebook
and public tender will be reviewed in the order of their delivery. Upon the processing of
the application forms, by the IPARD Agency, a ranking list will be formed according to
the ranking criteria. The ranking list will be created and projects selected following each
call for applications. In case when there are more projects with the same amount of points
according to ranking criteria those selected will be the ones with an earlier date of the
submission of the complete application. In case when there are less compliant and eligible
applications than available funds for support, the ranking list will not be prepared.

After administrative control eligible applications will be checked on the spot by IPARD
Agency. After administrative control and control on the spot, selected projects will be
contracted for financing.
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All the provisions stated above are subjected to accreditation and may be subject to
modification. The final provisions will be laid down in the Directorate for Agrarian
Payments procedures.

Applicants for aid under measures within the IPARD Programme are obliged to submit
their applications and business plans together with other requested documentation to the
IPARD Agency.

8.6.15. Geographical scope of the measure

This measure applies in rural areas as defined in the programme chapter 3.1.

8.7. TECHNICAL ASSISTANCE

8.7.1. Legal basis

— Article 2 (1) of IPA Regulation (EU) No 236/2014 of the European Parliament and of the
Council of 11 March 2014 laying down common rules and procedures for the
implementation of the Union's instruments for financing external action.

— Article 27 (1) (9) of the Sectoral Agreement
— Annex 4 of the Sectoral Agreement

8.7.2. Rationale

The measure covers the provision of technical assistance and supports costs associated
with implementation of the IPARD Programme.

8.7.3. General objectives

The objectives of this measure are to assist implementation and monitoring of the
program and its possible subsequent modification.

8.7.3.1.  Specific objectives

In support of implementation and monitoring of the programme, the specific objectives include:

— Support for monitoring of the programme;

— Support to adequate flow of information and publicity;

— Support to studies, visits and seminars;

— Support for external expertise;

— Support for evaluation of the programme;

— Support to potential Local Action Groups and preparation for the LEADER measure of
the IPARD Programme;
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8.7.4. Support for the national rural development networkLinkage to other
IPARD measures in the programme and to national measures

This measure will provide coverage of technical assistance needs for all the measures of
the programme.

8.7.5. Recipients
The recipient of activities under the measure of Technical Assistance is the Managing
Authority of the IPARD Programme.

8.7.6. Common eligibility criteria

Eligible expenditure is based on real costs which are linked to the implementation of the
financed operation and must relate to payments effected by the final recipient, supported
by receipted invoices or accounting documents of equivalent probative value'’.

All projects must be procured in accordance with the rules for external aid of the
Commission contained in the Financial Regulation. For this purpose the application of
PRAG could be adapted to the specificities of the beneficiary country. However, public
procurement may be conducted on behalf of the final beneficiary by a centralized
competent public authority.

For this measure, actions financed or foreseen to be financed within twinning covenants
or other projects supported under other IPA components will not be eligible.

Technical assistance to support the establishment up of management and control systems
is eligible prior to the initial conferral of management "entrustment of budget
implementation tasks', for expenditure incurred after 1 January 2014.

Eligible expenditure shall be reported on in the context of the annual report.

8.7.7. Specific eligibility criteria (per sector)
N/A.

8.7.8. Eligible expenditure

a) Expenditures on meetings of the Monitoring Committee, including costs of all experts and
other participants, where their presence is considered to be necessary to ensure the effective
work of the Committee;

b) Other expenditures necessary to discharge responsibilities of the Monitoring Committee
which falls under the following categories:

— expert assistance to consider and review programme baselines and indicators

— experts to assist or advise the Monitoring Committee concerning implementation and
functioning of the monitoring arrangements;

12'accounting document of equivalent probative value' means any document submitted to prove that the book
entry gives a true and fair view of the actual transaction in accordance with current accountancy law
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f)

9)

h)

)

k)

Expenditure associated with meetings and ancillary tasks of working groups;

Expenditure on information and publicity campaigns, including costs of printing and
distribution);

Expenditure on translation and interpretation at the request of the Commission, not
including those required pursuant to the application of the framework, sectoral and
financing agreements;

Expenditure associated with visits and seminars. Each visit and seminar shall require the
submission of a timely written report to the Monitoring Committee;

Expenditure associated with the preparation or streamlining of implementation of measures
in the programme to ensure their effectiveness, including those measures which application
is foreseen at a later stage;

Expenditure associated with “Acquisition of skills” to prepare potential LAGs for the
implementation of the measure “Implementation of local development strategies —
"LEADER approach”;

Expenditure for evaluations of the programme;

Expenditure associated with the establishment and operation of a national network
supporting the coordination of activities preparing and implementing local rural
development strategies. This can also cover expenditure associated with the future
establishment of national rural development network in line with the EU rules for member
states as well as the expenditure linked to participation in the European Network for Rural
Development;

Expenditure on the level of salary support for MA and 1A employees which takes into
account remuneration levels on the labour market in order to retain staff and build/keep
know-how in the administration. Introduction of this expenditure can only be done after
prior approval of the Commission and may be limited in time;

Expenditure for supply of the necessary software, hardware, specialized and office
equipment, and materials in order to increase the quality and effectiveness of the
performance of the Monitoring Committee;

m) Expenditure associated with the streamlining of specific parts of the management and

control system, with the objective to increase effectiveness and efficiency through short
term specific activities.

8.7.9. Selection criteria
N/A.

8.7.10. Aid intensity and EU contribution rate

Aid intensity, expressed as the share of public support in the eligible expenditures
amounts up to 100%, where the EU contribution rate is 85%. Pre-financing may be
provided from the national contribution, but is in no case considered as costs incurred to
be reimbursed by the Commission.
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8.7.11. Budget 2014-2020 for the measure “Technical assistance”

Total EU National
Year
EUR % EUR % EUR %

2014 - - - - - -
2015 i i i i i i
2016 i i i i i i
2017 1,176,471 100 1,000,000 85 176,471 15
2018 1,705,882 100 1,450,000 85 255,882 15
2019 1,176,471 100 1,000,000 85 176,471 15
2020 1,176,471 100 1,000,000 85 176,471 15
Total 5,235,295 4,450,000 785,295

8.7.12. Indicators and targets

Indicator

Target value

Number of promotion materials for general information of all interested parties

(leaflets, brochures etc.) 9,424
Number of publicity campaigns 142
Number of workshops, conferences, seminars 283
Number of experts assignments supported 37
Number of meetings of the Monitoring Committee 12
Number of studies on elaboration and implementation of Programme measures 70
Number of rural networking actions supported 42
Number of potential LAGs supported 61

8.7.13. Administrative procedure

The Managing Authority shall each year draw up a provisional action plan for the
operations envisaged under the Technical Assistance measure which shall be submitted
to the IPARD Monitoring Committee for agreement. The contracts should be granted
after following the appropriate external aid public procurement procedures and should
in that way respect the main Treaty principle such as: transparency, proportionality,
equal treatment, non-discrimination and should ensure sound financial management

(value for money).

8.7.14. Geographical scope of the measure

N/A.
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8.7.15. Transitional arrangements

Technical assistance actions supported under the programming period 2014-2020 may
concern also subsequent programming periods. Therefore, the technical assistance
allocated for the programming period 2014-2020 may be used to facilitate e.g. the
preparation for the programming period post 2020.

9. NATIONAL RURAL DEVELOPMENT NETWORK

The process of stimulating the interest of all stakeholders involved in rural development for the
preparation of the National Rural Network in Serbia started with the establishment of the
Association “Network for Rural Development of Serbia”. The association is a voluntary, non-
governmental and non-profit organization, based on the free association of natural persons or
legal entities, established to improve the quality of life and balance regional development in
rural areas of Serbia.

The Association’s area of activity is the territory of the Republic of Serbia and members of the
Rural Development Network of Serbia are 15 regional NGO Associations covering the whole
territory of Serbia.

The vision of the Network: Evenly developed Serbia where rural areas are a desirable place to
live, where people contribute, with their work and activities, to the conservation, development
and improvement of all potentials, values and advantages that rural communities have.

The mission of the Network: The Network has a purpose to provide support to stakeholders in
rural development, through identification, initiation, promotion and networking of participants,
potentials and advantages, which contribute to strengthening of regional development and
improvement of the quality of life in rural communities.

Values of the Network: The Network will base its work on the principles of voluntariness,
democracy, openness, equal opportunity, gender equality, transparency, implementation of
best practices and compliance with all local features that are present in rural communities in
Serbia.

The key areas for achieving the vision

Strengthening the capacity and sustainability of the organization;
Improving visibility and identity of the organization;
Improving information-service provisions for target groups;

Active involvement in planning and implementation of the rural development measures;

o~ W npoE

Strengthening partnerships with international organizations.

The basic concept of operation of the Network:

— Improvement of overall capacities to work on the activities carried out in the field of rural
development and agricultural support, including information which are important for rural
areas and concern the development policies of agriculture and villages, as well as other state
and European level policies which are relevant to the population;
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— Establishment of functional cooperation with institutions at international, national, regional
and local levels with emphasis on the MAEP and the existing rural networks abroad,;

— Organizing and conducting training, informing events, seminars for rural people and other
stakeholders in rural development;

— Strengthening and formalizing links with institutions at the local level and development
joint actions related to rural development, with objective to ensuring full equality between
all rural areas concerning the use of state budget funds;

— Promotion of the LEADER approach and starting the initiative to form local action groups,
with the involvement of all stakeholders from the public, civil and commercial sectors;

— Starting the initiatives in cooperation with local governments, associations and all other
interested parties for the preparation of local and regional rural development strategies;

— Identifying and promoting good practices and successful initiatives throughout Serbia and
Europe, in order to acquire knowledge and encourage creativity and new ideas for using
and developing existing rural development potentials on the local level.

Key target groups and potential members: Registered agricultural holdings in Serbia, local
communities, civil society organizations, Local governments, Local action group initiatives and
companies active in rural areas.

Key partners: The founders and members of the NRDS, Ministry of Agriculture and
Environmental Protection, Provincial Secretariat for Agriculture, Regional Chambers of
Commerce, Regional Development Agencies and Agricultural advisory services, other
ministries.

Cooperation with the Ministry of Agriculture and Environmental protection:

a) Development framework for joint action in RD policy development and implementation;

b) Cooperation in providing opportunities for identification and further capacity building of
other local stakeholders on RD related topics;

c) Data collection from the field and assistance in promotional activities of the Ministry on the
local and regional level;

d) Supporting civil society participation in planning and implementation of the National RD
policy and EU accession processes and supporting informing and consultation of local
stakeholders about the National RD policy and EU accession issues.

International cooperation: The association ‘“Network for Rural Development of Serbia”
became a full member in EU PREPARE network in 2011 and it is the founder of the Balkan
Rural Development Network from 2013.

The National Rural Network in Serbia will be further developed under the IPARD I
Programme 2014-2020. The development of NRN will be financed under the Technical
Assistance measure and the following types of expenditure will be covered:
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— Operative functioning of the NRN management unit and setting up and running of
operational forums of the network;

— Preparation of the action plan for the network and its implementation including organization
of exchange of experience and know-how, preparation of training programmes for Leader
local action groups including technical assistance for in-country and international
cooperation activities by the LAGs;

— Setting up of an integrated data base and Internet portal for the network to underpin the
exchange of experience and know-how and best practices;

— Therules, functions and obligations of the network should be further specified in the written
statute.

10. INFORMATION ON COMPLEMENTARITY OF IPARD WITH THE
MEASURES FINANCED BY OTHER (NATIONAL OR
INTERNATIONAL) SOURCES

10.1. Demarcation criteria of IPARD with support under other IPA policy areas

Demarcation between IPARD and other IPA programmes is mainly achieved through
eligible recipients, since the IPARD Il Programme will mainly support private recipients
(farmers, SMEs from agro- food sectors, ets.) while other IPA components are mainly
targeted at public institutions. Coordination and programming of the assistance at
country level for all IPA components is the responsibility of the Department for Planning,
Programming, Monitoring and Reporting on EU Funds and Development Assistance
within the Serbian European Integration Office (SEIO). SEIO coordinates planning and
use of the European funds, donations and other forms of foreign development aid. The
Deputy Prime Minister for European Integration fulfils the role of the aid coordinator.
Other donor coordination capacities at central level include high-level Commission for
Programming and Management of EU Funds and Development Assistance and Sector
Working Groups, where the IPARD MA has its representatives.

Sector Working Groups (SWGs) are the main mechanism for coordination of
development assistance at national level. SWGs were established in 2010 with the
objective to ensure aid effectiveness in the following areas: rule of law; public
administration; civil society, media and culture; competitiveness; human resource
development; transport; environment and energy; and agriculture and rural
development. The governing principle for each of the SWGs is to assure and assist
implementation of national strategic objectives and programmes in line with defined
sector needs and priorities.

Regarding the demarcation criteria for the LEADER measure with cross border
cooperation (CBC), the details of control will be defined in the preparation for
accreditation of the measure and will be linked to strengthening of control mechanism
within the CBC Steering Committee and submission of written statements of recipients.
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10.2. Complementarity of IPARD with other financial instruments

Another institutional mechanism for coordination is the Aid Coordination Group for
Agriculture. It is established based on the Donor Coordination Rules of Procedures document.
These rules of procedures are based on the document “Setting up a more effective aid
coordination mechanism in Serbia”.

Tasks of the Aid Coordination Group are as follows:

Coordination and alignment of donor support and strategies;
Analysis of sector situation and recommendations for sector development;
Discussion of support strategies;

Definition/setting of expected results of the group (annual, semi-annual or quarter);

o > w e

Identification of weaknesses and problems during process of programming and
implementation of donor assistance and proposal of measures for their elimination;

6. Preparation of inputs for the Sector Working Groups;
7. Cooperation with the macro-regional strategies coordinators.

Activities of Secretariat of the Aid Coordination Group are performed by the lead national
institution - MAEP which guarantees to avoid double funding.

Another instrument that prevents additional co-financing of IPARD measures is provided
through the Law on Agriculture and Rural Development, Official Gazette No. 41/09*, Article
14. According to this article, all municipalities which plan to have support for agriculture and
rural development, must obtain approval of the MAEP prior to its introduction. These approvals
are issued by the MA, securing the insight in to other means of support to RD and to prevent
overlapping to IPARD measures.

10.2.1. Complementarity with the Area Based Development approach

In the context of the SEE2020 Strategy, the EU should help countries in the Western Balkans
to better respond to market signals, integrate the agriculture in expanding regional and
international markets, improve efficiency and provide alternative jobs outside agriculture.
Regional cooperation and exchanging best practices are an efficient way of promoting rural
development, in particular in border areas which need to be better interconnected with the
neighbouring regions. These challenges would be best tackled following a comprehensive
approach based for instance on the concept of Area Based Development (ABD).

There is a particular need to foster sustainable local development and increasing the prosperity
of people and communities in remote and rural border areas which are often lagging behind
economically. Over the years, border regions have turned into marginalised peripheries, where
access to markets is limited, knowledge and technology transfer from the core difficult, and
demographic indicators deteriorating. However, in many of those areas a considerable potential
exists, which, if unleashed, would reverse the trend and lead to an increase in rural prosperity.
Sustainable development of targeted border areas would foster employment and contribute to
furthering regional cooperation and good neighbourly relations.
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The ABD signifies an all-inclusive approach to the socio-economic development of the
territories covering the less favoured local communities in border areas. Over recent years,
preparatory work for implementation of the approach was supported by the European
Commission and carried out by the Regional Rural Development Standing Working Group
(SWG). So far, stakeholders were mobilized and priorities were set in four regions in the
Western Balkans and preparatory work in the two is ongoing. Several municipalities in Serbia
are part of Drina - Tara, Drina - Sava areas where ABD approach is being facilitated.

Needs and priorities identified under the ABD to a large extent, in a form of projects, will be
submitted for funding by the relevant Cross-Border Cooperation programmes. However, in
order to achieve a meaningful change in the selected areas, compilation of all sources of
funding, in many cases complemented by regulatory action by the country and local authorities,
IS necessary. In this respect, implementation of IPARD in those areas will also play a significant
role. Therefore, an effort should be made to ensure that IPARD contributes towards ABD and
that there are synergies between different instruments contributing towards ABD objectives.

10.3. Demarcation criteria and complementarity of IPARD measures with national
policy

There is a need for demarcation criteria between the New National Programme for Rural
Development 2015- 2020 and IPARD Il measures.

Serbia assures that all measures are designed in line with the IPARD 11 rules. During the
examination of the eligibility and the selection of the individual projects of the IPARD 11
agency, the given demarcation criteria will be checked and double financing will be
excluded.

In the light of the reform of the CAP at EU-level and the recently conducted Serbian
Agriculture Census, the MAEP developed a new Strategy for Agriculture and Rural
Development 2014 to 2024. The Strategy gives an up-dated overview of the main
objectives for the most relevant agricultural sectors and rural development. Additionally,
main measures were identified that will support further development of the sectors
concerned in the coming period. In line with this Strategy the New National Programme
for Rural Development 2015- 2020 was prepared. The New National Programme
(awaiting adoption by the Government) will provide tools and concrete support measures
to achieve quality standards in food production and processing as well as improvements
in conservation and protection of environment and animal welfare.

In 2011, MAEP established the National Council for RD in order to secure good
coordination and communication with other relevant ministries, institutions and
stakeholders. One of the main goals is to prevent double financing and over lapping in
funding of the RD project and programmes.

Demarcation, between IPARD and NPRD will be provided through different criteria for
recipients of support. IPARD programme will mainly support viable agricultural holding
and private recipients (farmers, SMEs from agro-food sectors etc.), while other national
measures are mainly addressed to help smaller agricultural holdings to increase their
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production and has focus on diversification of agricultural and non-agricultural economy,
excluding the support to tourism which is foreseen under the IPARD Il Programme.
Households above the IPARD 11 limits, in measure 8.2.will be eligible only for investment
in manure management or for on-farm investment in energy production from renewable
sources. Large companies are not considered for support neither from the national budget
nor from the IPARD Il Programme.

The IPARD Il and NPRD programmes are complementary. The implementation of NPRD will
start together with implementation of IPARD Il Programme. In the table below, the demarcation
criteria between IPARD Il and NPRD measures are presented. The demarcation criteria for the
milk sector in the measure "Investments in physical assets of agricultural holdings™ is minimum
and/or maximum number of milk cows at the end of the investment. Similarly, the demarcation
criteria for the meat sector in the same measure is minimum and /or maximum number of cattle,
sheep, goats, pigs or chicken at end of the investment. The demarcation criteria for the fruit and
vegetable sector are minimum and /or maximum of the land surface or the capacity of
greenhouses. Investments in grape production are foreseen only in the NPRD. In the context of
agri-environmental-climate and organic farming measures, IPARD Programme will support
only organic producers involved in crop production (cereals, oil crops, vegetable, fruit or grape
production and production of aromatic/medicinal plants), while organic livestock production
will be subject of support in NPRD.

Investments in physical assets concerning processing and marketing of agricultural and fishery
products as well as rural tourism and LEADER measure will be provided exclusively through
the IPARD Il Programme.
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Table 24: Demarcation and complementarity of IPARD Programme with NPRD

Meas IPARD NPRD
ure
Invest | Milk RECIPIENT RECIPIENT
ments | sector
in - Agricultural holdings with minimum 20 up to - Agricultural holdings with less than 1-19
physic maximum 300 cows at the endof the investment cows at the end of the investment. No specific
al criteria for investments in the milk sector for
assets goats and sheep.
zgricu SUPPORT - Agricultural holdings with 0 - 100 heads of
ltural ) ) ) breeding cattle, with the precondition of having
holdin - Investment in construction andforin minimum of 3 heads of breeding cattle at the
o reconstructlo_n and/or in equment qf facilities of | o4 of the investment (for purchase of
stables for milk cows, including equipment breeding animals). No specific criteria for
facilities for milk production like milking invetsments in the milk sector for purchase of
machines, on-farm milk cooling and storage goats and sheep.
facilities on farm premises; in facilities and
equipment for waste management, waste water SUPPORT
treatment, air pollution prevention measures, in
construction and/or in reconstruction of manure - Purchase of animals (dairy cows, sheep and
storage capacities including specific equipment of | goats);
facilities for handling and usage of animal feed
and manure, like manure reservoirs, specialized - Investments in construction/extension
manure transportation equipment; /adaptation /modernization and/or in
equipment of facilities of stables for milk cows
- Investment in farm mechanisation (including including equipment facilities for milk
tractors up to 100 kW) and equipment production (for milking in outdoor or indoor
system, cooling and storage facilities);
- larger specialized dairy farms (more than 300 - Investments in construction/ extension/
cows) are only eligible for manure management | adaptation/modernization of facilities for
and benefit so from the support investments animal feed storing and/or in equipment/
related to manure storing and handling standards | mechanization for preparation, handling,
distribution and storage of feed and fodder on
- Investments on-farm in energy production from the farm:
renewable sources - Investments in construction/extension
/adaptation /modernization of facilities for
Milk RECIPIENT handling, storage and processing of manure
sector

Agricultural holdings with more than 300 cows at
beginning of investment

SUPPORT

- Construction and/or in reconstruction of manure
storage capacities and/or in specific equipment
and mechanisation of facilities for handling and
usage of manure

- Investments on-farm in energy production from
renewable sources

and/or in machinery/ equipment for handling,
storage and application of manure;

- Construction/expansion/adaptation of milking
facilities;

- Purchase of equipment for milking or closed
system of milking in a free range and tied up
housing;

- Purchase of portable milking equipment;

- Purchase of equipment for milk cooling and
storage
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Meat RECIPIENT RECIPIENT
sector
- Agricultural holdings with a total capacity of - Agricultural holdings with 1-19 heads of
minimum 20 and up to maximum 1,000 cattle breeding cattle and/or 1-149 heads of breeding
and/or minimum 150 and up to maximum 1,000 sheep and goats and/or 1-29 heads of breeding
sheep and/orand goats, or minimum 30 up to 400 | sows and 1,000-3,999 broiler chickens at the
sows, and/or minimum 100 and up to maximum end of investment
10,000 fattening pigs and/or minimum 4,000 and
up to maximum of 50,000 broiler chickens per - Agricultural holdings with 0 - 100 heads of
tour, at the end of investment are eligible for the | breeding cattle, or 0 - 500 heads of breeding
following: sheep and goats, or 0- 150 heads of breeding
sows, with the precondition of having minimum
SUPPORT of 3 heads of breeding cattle, or 10 heads of
breeding sheep and goats, or 5 heads of
- Investment in construction and/or in breeding sows at the end of investment (for
reconstruction and/or in equipment of facilities of | purchase of breeding animals)
stables, in facilities and equipment for waste
management, waste water treatment, air pollution | SUPPORT
prevention measures, in construction and/or in
reconstruction of manure storage capacities - Purchase of breeding animals for meat
including specific equipment of facilities for production (cattle, sheep, goats and pigs);
handling and usage of animal feed and manure, . . )
like manure reservoirs, specialized manure -Constrl_Jctl_on/ extens!o_n_/ adaptatl_on/
transportation equipment; modernization of faC|I|t|es/prem|s_es for the
storage of feed and fodder (hay, silage,
) s . haylage);
- Investment in farm mechanlsaFlon (including - Purchase of equipment and machinery for the
tractors up to 100 KW) and equipment preparation, handling and distribution of feed
- -Investments on-farm in energy production from and fgdder (hay, silage, haylage) on t.h ¢ farr.n,
electrical enclosures and thermal - drinkers;
renewable sources
- Construction/extension/renovation/
Meat RECIPIENT modernization of facilities for the handling,
sector - .
Agricultural holdings with more than 1,000 cattle storage and application of manure in the Case of
or more than 1,000 sheep and goats or more than a CIOS?d posture on_the farm an_d the purchase
10,000 pigs or more than 50,000 broiler chickens of equipment/machinery for this purpose,
per tour, at beginning of investment - Construction/extension/renovation/
modernization boxes for sow, farrow rearing of
piglets
SUPPORT
- Construction and/or in reconstruction of manure
storage capacities and/or in specific equipment
and mechanisation of facilities for handling and
usage of manure.
- Investments on-farm in energy production from
renewable sources
Fruit RECIPIENT RECIPIENT

- Agricultural holdings with minimum 2 and up to
maximum 20 ha of soft fruit and minimum 5 and
up to maximum 100 ha of other fruit;

SUPPORT

- Agricultural holdings with less than 2 ha of
soft fruit or less than 5 ha of other fruit / grape
production

SUPPORT
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- Purchase of tractors (up to 100 kw), machinery
and equipment

Construction/extension/renovation/modernization
of greenhouses (covered with glass and/ or
plastic) as well as the purchase of equipment
and/or materials for fruit production, and
horticulture and nursery production;

- Investment in on-farm systems for protection
against hail (including computer equipment) for
orchards

- Investment in on-farm irrigation systems using
groundwater (extraction from springs, wells) and
surface water (withdrawn from rivers, lakes and

reservoirs) and construction of system, including
pumps, pipes, valves and sprinklers;

- Investment in establishing and restructuring of
fruit plantations (purchase of perennial seedlings
material - except annual plants), including soil
preparation;

- Investment in construction and/or in
reconstruction and/or in equipment of facilities
for storage facilities for fruit; including ULO
capacities

RECIPIENT

Agricultural holdings, registered in the Register
of producers of fruit, grapevine and hop planting

- Investments in new or renovation of existing
plantations (field clearing and planting with
supporting equipment) and into propagating
plantations of fruit trees and vines, as well as
installing the nets, facilities for conservation
and multiplication of planting material;

- Investments in zoning in the fruit sector:
designation of regions and conditions for
producing of high-quality and competitive
fruits;

- Purchase of fruit - vineyard machinery for
deep tilling, rippers and machines for pruning,
clearing and harvesting;

- Purchase of machinery and equipment for
sowing, planting, crop protection and irrigation
for fruit and vine production, production of
planting material (including nursery and
floriculture) in the open field (purchase of
machinery for fruit - vine production; purchase
of precision machines for seeding, transplanting
seedlings machine, high-quality sprayers or
atomizers for disease, pest and weed control;
systems with micro sprinklers for protection of
orchards, vineyards and nurseries from
freezing, anti-hail nets and related equipment;
purchase of drip irrigation systems, purchase
of plastic sheeting, agro-textiles and sprinkler
for irrigation);

- Construction/expansion/renovation of
greenhouses and provision of equipment and/or
materials for production of berries, nursery
production, certification and clonal selection
and horticulture in greenhouses (purchase of
greenhouse elements, high quality cover for
polytunnels and greenhouses, systems for
heating of polytunnels, systems for artificial
light, irrigation and fertilization of water-
soluble fertilizers and tables for the production
of nursery plants);

- Construction/expansion/renovation of
capacities for storage of fruits, grapes and
seedlings (construction of cold storage, storage
facilities for storage, preparation and shipment
of seedlings); construction and equipping of
centers for collection and preparation of fruits
and grapes for the market (packaging
equipment and equipment for washing,
polishing, cleaning, sorting, evaluating and
packaging of products, and purchase of pallets
for long-term product storage)

RECIPIENT
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material in accordance with the Law on Planting
Material (“Official Gazette of RS” No. 18/05 and
30/10) with minimum of 0.5 ha and up to
maximum of 50 ha of fruit mother plantation at
the end of the investment are eligible for:

SUPPORT

- Investing in on-farm irrigation systems using
groundwater (extraction from springs, wells) and
surface water (withdrawn from rivers, lakes and
reservoirs) and construction of irrigation systems
including pumps, pipes, valves and sprinklers to
savings in quantity of consumed water;

- Planting new mother plantations of higher
phytosanitary categories of planting material;

- Construction of facilities for conservation and
multiplication of planting (nursery) material and
purchase of equipment/devices/materials
(including plant material) for nursery production,
as well as storage facilities for preserving
planting material.

Agricultural holdings, registered in the Register
of producers of fruit, grapevine and hop
planting material in accordance with the Law
on Planting Material (“Official Gazette of RS”
No. 18/05 and 30/10) with maximum of 0.5 ha
of fruit mother plantation at the end of the
investment are eligible for:

SUPPORT

- Investing in on-farm irrigation systems using
groundwater (extraction from springs, wells)
and surface water (withdrawn from rivers, lakes
and reservoirs) and construction of irrigation
systems including pumps, pipes, valves and
sprinklers to savings in quantity of consumed
water;

- Planting new mother plantations of higher
phytosanitary categories of planting material;

- Construction of facilities for conservation and
multiplication of planting (nursery) material
and purchase of equipment/devices/materials
(including plant material) for nursery
production, as well as storage facilities for
preserving planting material.

Vegetab
les

RECIPIENT

- Agricultural holdings with capacity of at least
0,5ha up to 5ha of greenhouses and minimum 3
ha and up to maximum 100 ha open space
production of vegetables at the end of investment,
except for storage facilities where capacities have
to be met at the beginning of investment

SUPPORT

- Purchase of tractors (up to 100 kw), machinery
and equipment

Construction/extension/renovation/modernization
of greenhouses (covered with glass and/ or
plastic) as well as the purchase of equipment
and/or materials for vegetable production and
harvesting, and horticulture and nursery
production

-Investment in on-farm irrigation systems (open
field) for vegetables using groundwater
(extraction from springs, wells) and surface water
(withdrawn from rivers, lakes and reservoirs) and
construction of system, including pumps, pipes,
valves and sprinklers;

RECIPIENT

-Agricultural holdings with capacity less than
0.5ha of greenhouses for
vegetable/floriculture/nursery production or
less than 3ha vegetable /floriculture production
in the open field.

SUPPORT
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- Investment in construction and/or in
reconstruction and/or in equipment of facilities
for storage facilities for vegetables; including
ULO capacities

- Purchase of machinery and equipment for
sowing, planting, crop protection and irrigation
for vegetable production (including nursery and
floriculture) in the open field (purchase of
precision machines for seeding, transplanting
seedlings machine, high-quality sprayers or
atomizers for disease, pest and weed control;
anti-hail nets and related equipment; purchase
of drip irrigation systems, purchase of plastic
sheeting, agro-textiles and sprinkler for
irrigation);

- Construction/expansion/renovation of
greenhouses and provision of equipment and/or
materials for vegetable production nursery
production, certification and clonal selection
and horticulture in greenhouses (purchase of
greenhouse elements, high quality cover for
polytunnels and greenhouses, systems for
heating of polytunnels, systems for artificial
light, irrigation and fertilization of water-
soluble fertilizers and tables for the production
of nursery plants);

- Construction/expansion/renovation of
capacities for storage vegetables (construction
of cold storage, storage facilities for storage,
preparation and shipment of seedlings);
construction and equipping of centers for
collection and preparation vegetables for the
market (packaging equipment and equipment
for washing, polishing, cleaning, sorting,
evaluating and packaging of products, and
purchase of pallets for long-term product
storage)

Other
crops

(cereals,
oil
crops,
sugar
beet)

RECIPIENT

- Agriculture holdings which have minimum 2
and up to maximum 50 ha of land under other
crops;

SUPPORT

- Purchase of tractors (up to 100 kw), machinery
and mechanization (except combains) and
construction of storing facilities and equipment;

RECIPIENT

- Agriculture holdings with 50-100 ha of land
under other crops;

RECIPIENT

- Agricultural holdings which have less than 2
ha of land under crop sector;

SUPPORT
- Purchase of machinery for soil cultivation;
- Purchase of seeding machines;

- Purchase of sprayers for fertilization and plant
protection i.e. control of diseases, pests and
weeds;

- Construction/expansion/renovation of dryers
for medicinal herbs and spices

RECIPIENT
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SUPPORT

- Purchase of mechanization and machinery
(except combines) for agriculture production and
construction of storing facilities and equipment;

RECIPIENT

- Agriculture holdings which have more than 100
ha of land under crops;

SUPPORT

- Construction/ extension/ renovation/
modernization and equipping of storing facilities;

- Agricultural holdings which have minimum 2
and up to maximum 50 ha of land under other
crops;

SUPPORT

Purchase of machinery and mechanisation (not
included in LEE of IPARD Program)

Egg
sector

RECIPIENT

Agricultural holdings with a total capacity of the
facility with the minimum of 5,000 and the
maximum of 200,000 laying hens in exploitation,
i.e. agricultural holdings that have a registered
facility for the production of the parent flocks of
light breeding stock lines, i.e. laying hens
breeding, at the end of the investment, are eligible
for following:

SUPPORT
- construction and/or equipment of:

facilities for laying hens breeding, production and
storage of eggs, as well as animal feed; waste
management facilities, wastewater treatment, air
pollution prevention measures, in construction of
manure storage capacities;

- investment in farm mechanization (including
tractors up to 100 kW) and equipment:

- investments on-farm in energy production from
renewable sources

RECIPIENT

Agricultural holdings with a total capacity of
facility with more than 200,000 laying hens, at
the beginning of the investment are eligible for
the following:

SUPPORT

- investment in re-construction related only to
replacement of old unenriched cages and or
equipment for meeting EU standards regarding
animal welfare, facilities and equipment for waste
management, wastewater treatment, air pollution

RECIPIENT

Agricultural holdings with a total capacity of
the facility with the maximum of 5,000 laying
hens in exploitation, i.e. agricultural holdings
that have a registered facility for the production
of the parent flocks of light breeding stock
lines, i.e. laying hens breeding, at the end of the
investment, are eligible for following:

SUPPORT
- construction and/or equipment of:

facilities for laying hens breeding, production
and storage of eggs, as well as animal feed,;
waste management facilities, wastewater
treatment, air pollution prevention measures, in
construction of manure storage capacities;

- investment in farm mechanization and
equipment:

- investments on-farm in energy production
from renewable sources
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prevention measures, construction of manure
storage capacities;

- investments on-farm in energy production from
renewable sources

Viticult
ure
sector

RECIPIENT

Agricultural holdings registered in the Vineyard
Register in accordance with the Law on Wine

("Official Gazette of the Republic of Serbia", No.

41/09 and 93/12) with a minimum of 2 haand a

maximum of 100 ha of vineyards at the end of the

investment, registered in the Vineyard Register,
are eligible for:

SUPPORT

- Setting up new, restructuring and conversion of
the existing vineyards;

- Purchase of tractors for orchards and vineyards
(up to 100 kW), plant protection, cutting, tarping
and harvesting machines and machines for other
agro-technical and amphelotechnical measures
and equipment;

- Investing in on-farm systems for protection
against hail (including computer equipment);

- Investing in on-farm irrigation systems using
groundwater (extraction from springs, wells) and
surface water (withdrawn from rivers, lakes and
reservoirs) and construction of irrigation systems
including pumps, pipes, valves and sprinklers to
replace old inefficient systems and contribute to
savings in quantity of consumed water;

- Investing in the construction and/or
reconstruction and/or equipping of storage
facilities for table grapes, including ULO
capacities.

RECIPIENT

Agricultural holdings registered in the Register of

producers of fruit, grapevine and hop planting
material in accordance with the Law on Planting

Material (“Official Gazette of RS” No. 18/05 and

30/10) with minimum of 0.5 ha and up to
maximum of 50 ha of grapevine mother
plantation are eligible for:

SUPPORT

- Investing in on-farm protection systems against
hail for mother plantations, nursery plantations,
vineyards and other (including computer
equipment);

RECIPIENT

Agricultural holdings registered in the Vineyard
Register in accordance with the Law on Wine
("Official Gazette of the Republic of Serbia",
No. 41/09 and 93/12) with a maximum of 2 ha
of vineyards at the end of the investment,
registered in the Vineyard Register are eligible
for:

SUPPORT

- Setting up new, restructuring and conversion
of the existing vineyards;

- Purchase of plant protection, cutting, tarping
and harvesting machines and machines for
other agro-technical and amphelotechnical
measures and equipment;

- Investing in on-farm systems for protection
against hail (including computer equipment);

- Investing in on-farm irrigation systems using
groundwater (extraction from springs, wells)
and surface water (withdrawn from rivers, lakes
and reservoirs) and construction of irrigation
systems including pumps, pipes, valves and
sprinklers to replace old inefficient systems and
contribute to savings in quantity of consumed
water;

- Investing in the construction and/or
reconstruction and/or equipping of storage
facilities for table grapes, including ULO
capacities.

RECIPIENT

Agricultural holdings registered in the Register
of producers of fruit, grapevine and hop
planting material in accordance with the Law
on Planting Material (“Official Gazette of RS”
No. 18/05 and 30/10) with maximum of 0.5 ha
of grapevine mother plantation are eligible for:

SUPPORT

- Investing in on-farm protection systems
against hail for mother plantations, nursery
plantations, vineyards and other (including
computer equipment);
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- Investing in on-farm irrigation systems using
groundwater (extraction from springs, wells) and
surface water (withdrawn from rivers, lakes and
reservoirs) and construction of irrigation systems
including pumps, pipes, valves and sprinklers to
replace old inefficient systems and contribute to
savings in quantity of consumed water;

- Planting new mother plantations of higher
phytosanitary categories of planting material;

- Construction / extension / adaptation of
facilities for conservation and multiplication of
planting (nursery) material and purchase of
equipment/devices/materials (including plant
material) for nursery production, as well as

storage facilities for preserving planting material.

- Investing in on-farm irrigation systems using
groundwater (extraction from springs, wells)
and surface water (withdrawn from rivers, lakes
and reservoirs) and construction of irrigation
systems including pumps, pipes, valves and
sprinklers to replace old inefficient systems and
contribute to savings in quantity of consumed
water;

- Planting new mother plantations of higher
phytosanitary categories of planting material;

- Construction / extension / adaptation of
facilities for conservation and multiplication of
planting (nursery) material and purchase of
equipment/devices/materials (including plant
material) for nursery production, as well as
storage facilities for preserving planting
material.

Invest
ments
in
physic
al
assets
concer
ning
proces
sing
and
marke
ting of
agricu
ltural
and
fisher
y
produ
cts

Milk
sector

RECIPIENT

- Viable entrepreneurs and legal
entities/enterprises for milk processing with
capacity between 3,000 | -100,000 | of collected
milk per day on average

SUPPORT

- Construction/extension/modernisation of milk
collection centres and milk processing
enterprises, milk storage and cooling equipment,
specialised milk transportation equipment,
equipment and technology for improvement and
control of quality and hygiene, including simple
test equipment to distinguish between poor and
good quality milk, physical investments for
establishment of food safety systems (GHP,
GMP, HACCP), IT hardware and software for
milk registry and monitoring, control and
management, investment in energy saving
technologies, environmental protection,
equipment and facilities for processing of
intermediate products and wastes; treatment and
elimination of wastes, specialised milk transport
vehicles,

Support to Investments in physical assets
concerning processing and marketing of
agricultural and fishery products will be
provided only through IPARD Il Programme.

NPRD measure for diversification of rural
economy includes processing on agricultural
holding.

Meat
sector

RECIPIENT

- Entrepreneurs and legal entities/enterprises -
slaughtering facilities with a minimum capacity
of 8 working hours of: 10 cattle or 50 pigs or 50
sheep and goats or 5,000 poultry per day

SUPPORT

- Construction / renovation of slaughterhouses/
facilities for meat processing and cooling storage

Support to Investments in physical assets
concerning processing and marketing of
agricultural and fishery products will be
provided through IPARD Programme
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rooms, equipment for slaughterhouses,
technology and equipment for treatment of waste
and by-products, physical investments in
establishment of food safety systems (GHP,
GMP, HACCP), IT hardware and software for
monitoring, control and management, investment
in renewable energy (construction of installation
and equipment) primarily focused on own needs.

Fruits RECIPIENT Support to Investments in physical assets
and concerning processing and marketing of
Vegetab | Only micro, small and medium size enterprises agricultural and fishery products will be
les for processing of fruits and vegetables provided only through IPARD Programme.

SUPPORT NPRD measure for diversification of rural

economy includes processing on agricultural

- Construction/extension/modernisation of holding.

premises used for the food processing activity, to

comply with the relevant EU standards, facilities

and equipment for processing of fruit and

vegetables (preserving pasteurizing, drying,

freezing, etc), packaging and labelling equipment,

including filling lines, wrappers, labelers and

other specialised equipment, investment in

renewable energy (construction of installation

and equipment) primarily focused on own needs,

physical investments in establishment of food

safety and quality management systems (GHP,

GMP, HACCP, 1S0)
Egg RECIPIENT Support to Investments in physical assets
processi concerning processing and marketing of
ng and | Only micro, small and medium legal entities are | agricultural and fishery products will be
marketi 8|Ig|b|e, as defined in the Article 6 of the Law on pro\/ided on|y through IPARD Programme_
ng Accounting. The definition of micro, small and

medium legal entities is given in Annex 5.
SUPPORT

The eligible investments for egg processing:

-Construction facilities for egg processing,
facilities.

-packaging and storage facilities,
- equipment for egg processing,

-equipment for treatment of waste and by-
products,

-physical investment in establishment of food
safety system(GHP, GMP, HACCP),

- IT hardware and software for monitoring,
control and management,

-investment in renewable energy (construction of
installations and equipment) primarily focused
for self-consumption
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Grape
processi
ng

RECIPIENT

The recipients have to be registered in the
Vineyard Register in accordance with the Law on
Wine ("Official Gazette of the Republic of
Serbia", No. 41/09 and 93/12) with the maximum
available capacities of annual wine production
from 20.000 to 1.000.000 litters at the end of the
investment registered in the Winery Register in
accordance with the Law on Wine ("Official
Gazette of the Republic of Serbia", No. 41/09 and
93/12).

SUPPORT
The eligible investments for grape processing:

- Investment in construction and/or equipment of
facilities for the processing of grapes , and
storage of wine/wine products and aromatized
wine products;

- Investment in construction and /or equipment
of tasting facilities, facilities for evaluation of
characteristics and wine presentations;

- Equipment, devices and vessels for the
production, bottling / packaging and storing of
wine/wine products and aromatized wine
products and other specialized and laboratory
equipment, instruments and devices;

- Equipment for disinfection of workers;

- Investing in renewable energy sources
(construction of installations and equipment)
primarily focused on own needs;

- Investment in the establishment and
implementation of food safety systems, quality
systems and geographical indication.

RECIPIENT

The recipients have to be an agricultural
holding registered in the Vineyard Register in
accordance with the Law on Wine ("Official
Gazette of the Republic of Serbia", No. 41/09
and 93/12) with the maximum available
capacities of annual wine production up to
20.000 litters at the end of the investment
registered in the Winery Register in accordance
with the Law on Wine ("Official Gazette of the
Republic of Serbia", No. 41/09 and 93/12).

SUPPORT
The eligible investments for grape processing:

- Investment in construction and/or equipment
of facilities for the processing of grapes , and
storage of wine/wine products and aromatized
wine products;

- Investment in construction and /or equipment
of tasting facilities, facilities for evaluation of
characteristics and wine presentations;

- Equipment, devices and vessels for the
production, bottling / packaging and storing of
wine/wine products and aromatized wine
products and other specialized and laboratory
equipment, instruments and devices;

- Equipment for disinfection of workers;

- Investment in the establishment and
implementation of food safety systems, quality
systems and geographical indication
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Divers
ificati
on of
rural
econo
my

RECIPIENT

- Natural persons registered as agricultural
producers in rural areas or members of the farm
household diversifying on or off farm activities,

- Private legal entities established or operating in
rural areas in the range of micro and small sized
enterprises as defined in the Law on Accounting
(OG of the RS No 62/2013 and its subsequent
modifications)

SUPPORT

Investment in construction and/or reconstruction
and/or equipping of the facilities for the provision
of tourism and hospitality services, such as
rooms, restaurants and other facilities, including
facilities for recreation, playing, tourist camps,
improving outdoors facilities (for riding, fishing
in inland waters, cycling, themed trails, a riding
trails) marketing costs such as a printing
promotional materials, creation/maintenance of
web-site.

Rural tourism and Old and Avrtistic Crafts
RECIPIENT

- Natural persons engaged in the provision of
catering and hospitality services in home
restaurants or rural tourist households

- Legal entities and entrepreneurs registered for
maintenance of old and artistic crafts and
handicraft and registered as agricultural
producers

SUPPORT

- Construction, reconstruction and renovation
of facilities for rural tourism as well as the
procurement of equipment for the provision of
catering and hospitality services in home
restaurants or rural tourist households

- Purchase of equipment and tools for
maintenance and improvement of old and
artistic crafts and handicrafts;

Added value by on farm processing
RECIPIENT

Natural persons producing small quantities of
plant and animal primary products registered as
agricultural holdings (excluding entrepreneurs)
for investments in the sector of milk, meat,
meat, fruits, vegetables, medicinal and aromatic
plants.

- Legal entities and entrepreneurs in the sector
of wine and spirit production

SUPPORT

- Construction/expansion/renovation of
facilities for processing;

- Equipment for sampling, intake, processing,
filling and packaging of products;

- Equipment for cleaning, washing and
disinfection (sterilization) of processing
facilities;

- Laboratory equipment (excluding glassware)
for internal use;

- Support for promotion and on-farm sale of
products

Wine and spirits sector
- Construction expansion/renovation and

186




equipping of facilities for production, bottling
and storage of wine and spirits, and tasting
rooms for wine-tourism and other forms of
rural tourism, as well as the arrangement of
space in the winery and distillery;

- Equipment for production of wines and
spirits and raw materials (glass bottles, closure
caps, corks and labels);

- Laboratory equipment (excluding glassware)
for internal use;

Support for the promotion of PDO PGI
products and their sale;

- Construction/expansion/renovation of plants
for wastewater treatment and prevention of air
pollution;

- Construction of plants for energy generation
from renewable resources for own consumption
(solar power, hydroelectric power, wind
turbines, biomass power plants, exchanger
pumps)
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Agro-
enviro
nment

Organic
farming

RECIPIENT

-Active registered agricultural holdings- natural
persons (including entrepreneurs)

-Legal entities
SUPPORT

- Support will be provided only to plant
production (cereals, oil crops, vegetable, fruit or
grape production and production of aromatic/
medicinal plants) that are certified as organic or
are in conversion stage

RECIPIENT

- Natural persons registered as agricultural
producers , entrepreneurs, legal entities,
scientific-research institutions, educational
institutions and gene banks

SUPPORT

- “ex situ” conservation of plant genes and
collections at gene banks and institutions

- “in situ” conservation of plant genes on
farms:

RECIPIENT

- Natural persons registered as agricultural
producers , entrepreneurs, legal entities,
scientific-research institutions, educational
institutions and gene banks, Al centers,
monasteries

SUPPORT

- “ex situ” conservation of farm animal genes
at gene banks and Al centers

- “in situ” conservation of farm animal genes on
farms:

RECIPIENT

- Natural persons and legal entities registered as
agricultural producers

SUPPORT

- Compensatory subsidies paid annually in
order to cover the additional costs and
foregone incomes due to the implementation of
agri-environmental measures and high nature
value farming (HNVF) practices

RECIPIENT

- Natural persons and legal entities registered as
agricultural producers

SUPPORT - shall be terminated as soon as
IPARD organic measure starts

- Compensatory subsidies paid annually in
order to cover the additional costs and
foregone incomes due to the implementation
organic farming practices (both in animal and
plant organic farming)

RECIPIENT

- Natural persons and legal entities registered as
agricultural producers
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SUPPORT

Soil erosion control through the following
activities:

- Establishment of measures to protect soil as
natural resource and management of soil
erosion;

- Early sowing of winter crops and creating of
appropriate grass cover in areas where the risk
of erosion is greater;

- Achieving a minimum of 25% coverage area
beforethe beginning of autumn and winter
erosive impact is triggered by water, wind,
floods, etc.;

- Establishing of grass cover strips in sensitive
areas, especially on the slopes and at the plot
bottoms at steeper slopes;

- Leaving of crop residues on the soil surface in
order to maintain the organic matter;

- Wind buffers reducing the wind speed to less
than 20 km/h, i.e. construction of windbreaks
with a permeability of 40 - 50% and regulation
of the height of stratosphere layers;

- Establishing of the ridges on the land surface
at an elevation of 5-10 cm;

- Soil cultivation in land contours or across the
direction of the slope of an area;

- Soil cultivation by creating of specific
structures for the protection from water
torrents (eg. construction of terraces).

RECIPIENT

- Registered agricultural holdings;

- Associations of forest owners (local, regional
and national level);

- Users of state forests in forest areas and
national parks;

- Entrepreneurs in the field of forestry
conducting business in rural areas;

- Managers of protected natural areas.

SUPPORT

- Development of forest areas and improving of
forest management profitability;

- Investments in forestry technology,
processing and mobilization and marketing of
forest products on the market;

- Supporting the building of forest
infrastructure in order to increase the
availability and efficiency of the use of forest
resources;

- Advisory Forest Service;

- Establishment of groups and organizations of
manufacturers;

- Support the establishment of the NATURA
2000 network;
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- Support cooperation and the creation of
clusters and networks in forestry

LEAD RECIPIENT LEADER support will be provided only
ER through IPARD Programme. Until 2017 NPRD
Selected LAGs will support establishment of partnerships and

preparations of LDS which could be used for
IPARD programme.

SUPPORT starts from 2018 RECIPIENT
- Acquisition of skills, animating the inhabitants

of LAG territories" for capacity building and
animation of selected LAGsS,

- Partnerships for Territorial Rural
Development i.e. registered citizens'
associations and other non-profit organizations
with the status of a legal entity, if they did not
use the funds of international donors or
autonomous province for the development of
local rural development strategies - LDS for
which they are asking support for;

- Running costs and small projects™ for running
the selected LAGs and implementation of small
projects,

- “Cooperation projects for inter territorial or
transnational projects”

SUPPORT

Incentives used to fund the process of designing
LDSs and establishment of the partnerships for
territorial rural development such as:

- Costs incurred in the course of preparations
for the setting up of partnerships;

- Costs related to the elaboration and
amendments of the LDSs;

- Costs related to the work of the partnership;

- Costs of implementation of the LDSs

11. DESCRIPTION OF THE OPERATING STRUCTURE, INCLUDING
MONITORING AND EVALUATION

11.1. Description of the operating structure and their main functions

The Operating Structure of the IPARD Il Programme has been established in line with the
requirements of the Art.10 (1) (c) of the FWA:

(a) the Managing Authority, being a public body and acting at national level, to be in charge of
preparing and implementing the programmes, including selection of measures and publicity,
coordination, evaluation, monitoring and reporting of the programme concerned and managed
by a senior official with exclusive responsibilities; and

(b) the IPARD Agency with functions of a similar nature as a paying agency in a Member State
in charge of publicity, selection of projects as well as authorisation, control and accounting of
commitments and payments and execution of payments.

With a Decision of the Government of the Republic of Serbia N 48-200/2014 from 10 January
2014 the MAEP has been designated as the Operating Structure (OS) for the implementation of
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the IPA for rural development. Within the MAEP, the Department for Rural Development has
been designated for IPARD MA, while the Directorate for Payments is designated as IPARD

Agency.

11.1.1. Managing Authority

The role of the MA is performed by the Department for Rural Development within MAEP:

e In accordance with Article 10 (1) of the FWA and Article 8 of the SA the Managing
Authority shall be responsible for managing the IPARD Il Programme in an efficient,
effective and correct way. It shall be allocated the functions and responsibilities in
accordance with Annex 1 of the Sectoral Agreement (SA):

o

(@]

drafting of the IPARD Il Programme and any amendments to it;

controllability and verifiability of the measures, to be defined in the IPARD 11
Programme in cooperation with the IPARD Agency;

selection of measures under each call for applications under the IPARD Il
Programme and the financial allocation per measure, per call, in agreement with
IPARD Agency;

ensuring that the appropriate national legal basis for IPARD implementation is
in place and updated as necessary;

assisting the work of the IPARD |1 Monitoring Committee as defined in Article
52 of the SA, notably by providing the documents necessary for monitoring the
quality of implementation of the IPARD Il Programme;

The Managing Authority shall set up a reporting and information system to
gather financial and statistical information on progress of the IPARD Il
programme, also on the basis of information to be provided by the IPARD
Agency, and shall forward this data to the IPARD Il Monitoring Committee, in
accordance with arrangements agreed between Serbia and the Commission,
using where possible computerised systems permitting the exchange of data with
the Commission and linked to the reporting and information system to be set up
by NAO;

The reporting and information system will contribute to the annual and final
implementation reports;

The Managing Authority shall propose amendments of the IPARD Il
Programme to the Commission, with copy to the NIPAC, after consultation with
the IPARD Agency, and following agreement by the IPARD Il Monitoring
Committee. The Managing Authority is responsible for ensuring that the
relevant authorities are informed of the need to make appropriate administrative
changes when such changes are required following a decision by the
Commission to amend the IPARD Il Programme;

191



The Managing Authority shall each year draw up an action plan for the
operations envisaged under the Technical Assistance measure which shall be
submitted to the IPARD Il Monitoring Committee for agreement;

The Managing Authority shall draw up an evaluation plan in accordance with
Article 56 of the SA. It shall be submitted to the IPARD Il Monitoring
Committee not later than one year after the adoption of the IPARD Il Programme
by the Commission. It shall report to the IPARD Il Monitoring Committee and
to the Commission on the progress made in implementing this plan;

The Managing Authority shall draw up a coherent plan of visibility and
communication activities in accordance with Article 24 of the FWA, which is
implemented by an annual list of actions, and shall consult and inform the
Commission, having taken advice from the IPARD Il Monitoring Committee.
The plan shall in particular show the initiatives taken and those to be taken, with
regard to informing the general public about the role played by the European
Union in the IPARD Il Programme and its results;

When a part of its tasks is delegated to another body, the Managing Authority
shall retain full responsibility for the management and implementation of those
tasks in accordance with the principle of sound financial management.

Chart 2: Organisational chart of MA

SECTOR FOR RURAL DEVELOPMENT

Assistant Minister
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11.1.2. IPARD Agency

The role of the IPARD-Agency (PA) is performed by the Directorate for Agrarian Payments,
which was officially established on October 2009. The Directorate for Agrarian Payments is
responsible for agricultural subsidies and payments. Rural development measures are
processed in the Directorate for Agrarian Payments directly, including the claims for payments.

The IPARD Agency shall be allocated the functions and responsibilities in accordance with
Annex 1 of the Sectoral Agreement (SA).

In accordance with Article 10(1) of the FWA and Article 9 of the SA it shall be responsible for:

e providing an opinion to the Managing Authority on the controllability and verifiability
of the measures in the IPARD Il Programme;

e making calls for applications and publicising terms and conditions for eligibility with
prior notification to the Managing Authority;

e selecting the projects to be implemented,;

e laying down contractual obligations in writing between the IPARD Agency and the
recipients including information on possible sanctions in the event of non-compliance
with those obligations and, where necessary, the issue of approval to commence work;

o follow-up action to ensure progress of projects being implemented;
e reporting of progress of measures being implemented against indicators;

e ensuring that the recipient is made aware of the European Union's contribution to the
project;

e ensuring irregularity reporting at national level;

e ensuring that the NAO, the management structure and the Managing Authority receive
all information necessary for them to perform their tasks;

e ensuring compliance with the obligations concerning publicity referred to in Article 23
of the FWA.

e In respect of investments in infrastructure projects of a type that would normally be
expected to generate substantial net revenue, the IPARD Agency shall assess, prior to
entering into contractual arrangements with a potential recipient, whether the project is
of this type. Where it can be concluded that it is, the IPARD Agency shall ensure that
the public aid from all sources does not exceed 50% of total costs related to the project
and considered as eligible for European Union co-financing.

The IPARD Agency shall ensure that for any project under the IPARD Il Programme the
accumulation of public aid granted from all sources does not exceed the maximum ceilings for
public expenditure set out in Article 32 of the SA.

Chart 3: Organisational chart of the Directorate for Agrarian Payments
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11.2. Description of monitoring and evaluation systems, including the envisaged
composition of the Monitoring Committee

11.2.1. Monitoring

Conforming to the EU programming provisions, the monitoring function has been
institutionalized by the establishment of a monitoring system within IPARD Managing
Authority and IPARD Monitoring Committee.

The Managing Authority and the IPARD Il Monitoring Committee shall monitor the
effectiveness, efficiency and the quality of the implementation of the IPARD Il
Programme and report to the IPA Il Monitoring Committee and to the Commission on
progress of the programme measures in pursuance of Article 53 (2) of the FWA and
Article 52 of the SA.

Programme monitoring shall be carried out by reference to the indicators presented in
the IPARD Il programme.

Data collection

The IPARD Agency shall act as monitoring data provider to the Managing Authority,
responsible to provide validated and accurate data, as defined in the monitoring tables
prepared by the Managing Authority. The tables are set out according to indicators and
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in line with EC recommended tables for monitoring. The entire procedure will be I'T based
and supported with necessary software, ensuring that every step is registered properly.

For each measure a monitoring form with common indicators will be prepared and
attached as an obligatory part of the application form and final payment request form. It
will be the responsibility of the IPARD Agency to enter data, provided by the recipients
into the monitoring data base, and assuring data quality checks. The verified data will be
transferred into an agreed compatible format to the MA monitoring system, where the
data will be processed and monitoring tables produced. The detailed obligations and
responsibilities of the MA and IPARD Agency in respect to the monitoring, evaluation
and reporting will be laid down in the Memorandum of Understanding.

Contractual obligations with recipients will stipulate responsibilities for provision of data
to the IPARD Agency/Managing Authority and/or evaluators or other bodies necessary
to perform monitoring and evaluation of the Programme.

Monitoring Committee

In accordance with Article 19 of the Commission Implementing Regulation (EU) No
447/2014, Article 53 of the Framework Agreement, an IPARD Il Monitoring Committee
will be established not later than 6 months after the entry into force of the first financing
agreement.

In line with Article 52 of the SA the IPARD II, the Monitoring Committee:

— shall examine the results of the IPARD Il Programme in particular the
achievement of the targets set for the different measures and the progress on
utilisation of the financial allocations to those measures. In this regard, the
Managing Authority shall ensure that all relevant information in relation to the
progress of measures is made available to the Monitoring Committee and the
NIPAC;

— shall periodically review progress made towards achieving the objectives set out in
the IPARD Il programme;

— shall consider and approve, where appropriate, any proposal drawn up by the
Managing Authority to amend the IPARD Il programme to be submitted by the
Managing Authority to the Commission, in copy to NIPAC;

Notwithstanding the provisions of Article 8 (3) of SA, the IPARD Il Monitoring
Committee may, following consultation with the Managing Authority and the IPARD
Agency, propose to the MA for submission to the Commission, with copy to the NIPAC
and NAO, amendments or reviews of the IPARD Il Programme to ensure the
achievements of the Programme's objectives and enhance the efficiency of the assistance
provided;

— shall consider and approve the annual and final implementation reports before
they are sent to the NIPAC for submission to the Commission and to the NAO,
with a copy to the Audit Authority;
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— shall examine the evaluations of the IPARD Il Programme;

— shall consider and approve the plan of visibility and communication activities as
well as any subsequent updates of the plan;

— shall be consulted on the technical assistance activities under the IPARD I
Programme. It shall consider and approve each year an indicative annual action
plan for the implementation of technical assistance activities including indicative
amounts for information purposes.

All final documents of IPARD Il Monitoring Committee meetings are made public.
Composition of Monitoring Committee

The IPARD Monitoring Committee shall be composed of representatives from relevant
public authorities and bodies, appropriate economic, social and environmental partners.
The number of non-governmental organisations in the IPARD Monitoring Committee
shall be at least equal to the number of the members from governmental bodies and
authorities. The economic, social and environmental non-governmental organisations,
invited to become members of the IPARD Monitoring Committee, will be selected among
the organisations, consulted during the preparation of the Programme or other relevant
organisations, which are the most representative of the respective sectors. Representatives
of bilateral and multilateral donor organisations, banking sector, the academia and other
organisations, relevant to the IPARD programme, will be invited as observers of the
IPARD Monitoring Committee.

IPARD Il MC working groups may be established to address specific problems.

The IPARD Il Monitoring Committee shall be chaired by a senior representative of
MAEP who shall have voting rights.

The Commission, the Operating Structure, the NAO and the NIPAC shall participate in
the work of the IPARD Il Monitoring Committee without voting right.

The IPARD |1 Monitoring Committee shall adopt its rules of procedure. The IPARD 11
Monitoring Committee shall meet at least twice a year. Ad-hoc meetings may also be
convened.

The IPARD I1 Monitoring Committee shall report to the IPA Monitoring Committee and
may make proposals on any corrective action to ensure the achievement of the objectives
of the actions and enhance the efficiency, effectiveness, impact and sustainability of the
IPARD assistance.

The MA will act as the Secretariat to the IPARD Monitoring Committee and assist its
work by providing information and analysis and providing follow-up on its decisions.

11.2.2. Evaluation

Evaluation looks at the effectiveness (extend to which objectives are achieved), the efficiency
(best relationships between resources employed and results achieved), and at the relevance of
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an intervention (extend to which an intervention’s objectives are pertinent to needs, problems
and issues).

The obligation to evaluate IPARD Il Programme has been set by Articles 55 and 57 of the
Framework Agreement and further detailed by Articles 54-58 of Sectoral Agreement.

The IPARD Il Programme shall be subject to ex-ante and ex-post and, where considered as
appropriate by the Commission, interim evaluations carried out by independent evaluators
under the responsibility of the Managing Authority for organizing the evaluations. The
evaluation activities will be financed under the technical assistance measure. The MA will be
responsible for the proper reporting of the evaluation findings and recommendations submitted
to the relevant national authorities and the Commission.

The evaluations shall examine the degree of utilisation of resources, the effectiveness and
efficiency of the programming, its socio-economic impact and its impact on the defined
objectives and priorities. They shall cover the goals of the IPARD Il Programme and aim to
draw lessons concerning rural development policy. They shall identify the factors which
contributed to the success or failure of the implementation of the IPARD Il Programme,
including the sustainability of actions and identifications of best practices.

In line with Article 56 of the SA, the Managing Authority will be responsible to draw up an
evaluation plan for the period 2014-2020 following the requirements of Article 57 of the FWA.
The evaluation plan will be submitted to the IPARD Il Monitoring Committee not later than
one year after the adoption of the IPARD Il Programme by the Commission. The Managing
Authority shall report each year on the results achieved under the evaluation plan to the IPARD
I1 Monitoring Committee with copies to the Audit Authority. A summary of the activities shall
be included in the annual report.

Detailed recommendations of the evaluations will be taken into consideration and integrated
into the implementation process of the IPARD Programme. The quality and implications of
evaluations shall be assessed by the Managing Authority, the IPARD Monitoring Committee
and the Commission.

In accordance with Article 58 of SA at latest in the first year after the programme
implementation period, an ex-post evaluation shall be prepared for the IPARD Il Programme.
That report shall be completed and submitted to the Commission not later than the end of that
year.

Ex-post evaluation shall cover the utilisation of resources and the effectiveness and efficiency
of the IPARD Il Programme, its impact and its consistency with the ex-ante evaluation. It shall
cover factors contributing to the success or failure of implementation, the achievements of the
IPARD Programme and results, including their sustainability. It shall draw conclusions
relevant to the IPARD Il Programme and to the enlargement process.

11.2.3. Reporting

The obligation for reporting the IPARD Il Programme has been set by Articles 58, 59 and
60 of the Framework Agreement and further detailed by Article 59 of the Sectoral
Agreement.
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In accordance with Article 58 and 59 of the Framework Agreement concerning the
general reporting requirements and the reporting requirements to the Commission under
indirect management by the IPA Il beneficiary, the NIPAC and the NAO shall provide
the Commission with an annual report on the implementation of IPA Il assistance and
with an annual report on the implementation of the entrusted budget implementation
tasks by 15 February of the following financial year.

In line with Article 60 of the FWA the operating structures shall deliver all the necessary
information to the NIPAC and the NAO for the purposes of the reports.

The obligation to draw up an annual reports and final reports on the implementation of
the IPARD Il Programme by the Managing Authority has been set by Article 54 of the
Sectoral Agreement. Managing Authority, following consultation with the IPARD
Agency, shall draw up annual reports on the implementation of the IPARD Il Programme
in the previous calendar year by 30 June each subsequent year following a full calendar
year of implementation of the IPARD Programme.

The annual implementation reports shall include data related to the previous calendar
year and the cumulative financial and monitoring data for the whole period of
implementation of the IPARD Programme as well as aggregated monitoring tables.The
final reports on implementation of the IPARD Programme shall cover the whole period
of implementation and may include the last annual report.

All annual and final implementation reports in particular shall contain information
relating to: the progress in the implementation of priorities and measures in relation to
the attainment of the objectives of the IPARD Il Programme, the problems encountered
in managing the programme and the measures taken, financial tables showing EU,
national and total expenditure per measure and/or sector and financial execution,
monitoring and evaluation activities carried out.

The annual and final implementation reports shall be sent, after examination and
approval by the IPARD Il Monitoring Committee, to the NIPAC for submission to the
Commission with copies to the NAO and the Audit Authority.

The Commission shall examine the annual and final implementation report and inform
(IPA 11 recipient) of its observations within four months of the date of receipt of the annual
implementation report and within five months of the date of receipt of the final
implementation report.

A final report shall be submitted at the latest six months after the final date of eligibility
of expenditure under the IPARD Il Programme.

The Commission shall issue guidelines concerning the content and presentation of the
annual and final implementation reports.
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12. SUMMARY DESCRIPTION OF MANAGEMENT AND CONTROL
STRUCTURE

In line with Art.7 of the Commission Implementing Regulation (EU) No. 447/2014, Serbia
has designated all authorities provided in the IPA legislation.

Table 25: Structures and authorities with reference to the state of affairs in Serbia

Body /
Authority

Description acc. IPA |1 legislation

Situation in Serbia

National IPA
Coordinator

The NIPAC shall be established by the
IPA 11 recipient. The NIPAC shall be a
high-ranking representative of the
government or the state administration
of the IPA Il recipient with the
appropriate authority. In addition to the
functions and responsibilities under
Articles 6(2), 18(2), 62 and 78 of the
FWA, where budget implementation
tasks are entrusted to the IPA I
recipient, the NIPAC shall:

(a) take measures to ensure that the
objectives set out in the actions or
programmes  for  which  budget
implementation  tasks have been
entrusted are appropriately addressed
during the implementation of IPA Il
assistance.

(b) In accordance with Article 60 of this
Agreement, coordinate the drawing up
of an evaluation plan in consultation
with the Commission presenting the
evaluation activities to be carried out in
the  different  phases of the
implementation as per provisions of
Avrticle 58 of this Agreement.

The Government of Serbia, in the Conclusion No.
119-3909/2014 dated 22May 2014, appointed the
Minister without a portfolio responsible for
European Integration, Mrs. Jadranka Joksimovic,
to be the National IPA Coordinator (NIPAC) and
reconfirmed the role of Department for Planning,
Programming, Monitoring and Reporting on EU
Funds and Development assistance within the
Serbian European Integration Office as NIPAC’s
Technical Secretariat.

Roles and responsibilities of all bodies in IPA
structure are written in new draft of the FWA
which is still in process of final consultations and
adoption. Adopted Framework Agreement will be
endorsed in the form of Law and ratified by the
Serbian Parliament (it is foreseen to be adopted
till the end of the 2014.) Specificities related to
IPARD are addressed in different chapters
depending on the subject of each chapter of the
agreement. This is also the case with the annex A
were the information on functions and
responsibilities of the structures authorities and
bodies (including NIPAC) are provided and
Article 18 of Section I11 Rules for programming,
Paragraphs 2 and 5 of the Draft model of the
FWA.

National
Authorizing
Officer

The NAO shall be established by the
IPA 11 recipient. The NAO shall be a
high-ranking representative of the
government or the national
administration of the IPA Il recipient
with the appropriate authority.

The NAO shall bear the overall
responsibility  for  the financial
management of IPA Il assistance in
[IPA Il recipient] and for ensuring the
legality and regularity of expenditure.
The NAO shall in particular be
responsible for:

(a) the management of IPA Il accounts
and financial operations;

(b) the effective functioning of the
internal control systems for the
implementation of IPA Il assistance in
accordance with Annex B to this
Agreement.

The Government of Serbia, in the Conclusion no.
119-8560/2013 dated 14" October 2013,
appointed State Secretary in the Ministry of
Finance, to be the National Authorizing Officer
(NAO).

A Memorandum of Understanding to be signed
between the NAO and IPARD OS (IPARD
Agency and MA) shall reflect the institutional,
procedural, reporting and communication
arrangements and will be signed in a due time.
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Body /
Authority

Description acc. IPA 11 legislation

Situation in Serbia

The management structure shall be
composed of a National Fund and a
support office for the NAO. The tasks
and responsibilities of the National Fund
and the support office shall be
adequately segregated.

National
Fund
NAO
support
office

The National Fund shall be located in a
national level ministry of the IPA Il
recipient with central  budgetary
competence and shall act as central
treasury entity. It shall support the NAO
in fulfilling his/her tasks, in particular
those of management of IPA 1l accounts
and financial operations referred to
under Clause 2(3) of Annex A of the
FWA and shall be in charge of tasks of
financial management of IPA I
assistance, under the responsibility of
the NAO.

The new systematization act of the Ministry of
Finance took effect from 5 February 2009. It
incorporates a National Fund (both as a Treasury
function and as the NAO Services) which is
established directly under the NAO as a new
Department in Ministry of Finance.

The National Fund Department for EU funds
management at the Ministry of Finance assumes
the role of the National Fund under the direct
authority of the National Authorizing Officer.
Currently, the number of fully employed staff at
the National Fund is 14.

NF manuals of procedures in the context of
IPARD are developed and will be aligned with
IPA 11 regulation.

IPARD
Operating
Structure

The operating structure to be established
in accordance with Article 10 and
Article 55 of the Commission
Implementing Regulation (EU) No
447/2014 shall, for rural development
programmes, consist of the following
separate authorities operating in close
cooperation:  (a) the  Managing
Authority, being a public body acting at
national level, to be in charge of
preparing and implementing the
programmes, including selection of
measures and publicity, coordination,
evaluation, monitoring and reporting of
the programme concerned and managed
by a senior official with exclusive
responsibilities; and (b) the IPA Rural
Development Agency with functions of
a similar nature as a IPARD Agency in
the Member States being in charge of
publicity, selection of projects as well as
authorisation, control and accounting of
commitments and payments and
execution of payments.

see Chapter 10.1

Audit
Authority

The IPA Il recipient shall provide for an
external audit authority which shall be
independent from the NIPAC, the NAO,
the management structure and the
operating structure(s) and be ensured the
necessary financial autonomy. It shall
comply with internationally accepted
auditing standards. A head of the audit
authority shall be appointed by the IPA
Il recipient. S/he shall possess adequate
competence, knowledge and experience

The Government Office for Audit of EU Funds
Management System has been established by the
Serbian Government’s Decision no. 110-
3278/2011-1 dated 02 June 2011 as the Audit
Authority for IPA programmes under decentralized
management.

In December 2013, the Government of Serbia
adopted the Decree on appointing the Audit
Authority and its head for auditing the management
system for EU pre-accession programmes under
the Instrument for pre-accession assistance (IPA),
which represents the legal basis for the work of the
Audit Authority.
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Body /
Authority

Description acc. IPA 11 legislation

Situation in Serbia

in the field of audit to carry out the
required tasks.

The audit authority shall carry out audits
on the management and control
system(s), on actions, transactions and
on the annual accounts in line with
internationally ~ accepted  auditing
standards and in accordance with an
audit strategy. Further guidance and
definitions from the Commission may
complement those standards.
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Table 26: The designation of all relevant authorities and a summary description of the
management and control structure (NIPAC, NAO, MA, IPARD Agency and Audit Authority)

Name of the
authority/bo He;]ad .Of/tt:'e d
dv. and authority/bo Tele _
. Y y Address Email
Authority Type department L. phone
or unit, (et
where org)sc;)r
appropriate P
Kneza
_State_ S_ecretary Milosa 20 | +381 11 ol _ _
NAO n/a in Ministry of 11 000 3642 nikola.corsovic@mfin
Elnancq ’leola Belgrade | 602 .gov.rs
Corsovic¢ .
Serbia
Minister without
portfolio Nemanjin
responsible for all +381 11
NIPAC n/a European 11000 3617 kabinet@eu.rs
integration Belgrade | 580
Jadranka Serbia
Joksimovi¢
Department f Head of Nemanjin +381 11
epartment for Department a22-26 dragan.mirkovic@mi
MA Rural Dragan 11 000 3348 I
Development . g . 053 NPOY.gov.rs
Mirkovic Belgrade
Hajduk
Directorate for Director Veljkova . )
IPARD Agency Agrarian Vladislav 4-6 ;gg 1538 gﬁ;zlac\;llkrzrcarzovw
Payments Krsmanovic 15000 PO7.gov.
Sabac
Nemanjin
ad
) ) (and
Audit Authority | Office Director | Nemapjin | +381 11
Audit Authority Office of EU Milos Todorovi¢ | 11) 3639- kancelarija@aa.gov.rs
Funds 11000 951
Belgrade
Serbia
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13. RESULTS OF CONSULATIONS ON PROGRAMMING AND
PROVISIONS TO INVOLVE RELEVANT AUTHORITIES AND
BODIES AS WELL AS APPROPRIATE ECONOMIC, SOCIAL AND
ENVIRONMENTAL PARTNERS

13.1. Provision adopted for associating the relevant authorities, bodies and partners

In line with the specific provisions on rural development programmes, laid down in Article 55
of the Commission Implementing Regulation (EU) No 447/2014 of 2 May 2014, the IPARD II
Programme has been prepared in consultation with the appropriate interested stakeholders
applying the partnership principle.

Serbia has accumulated significant experience in the application of the partnership principle in
the national strategic policy formulation, involving government, civil society and private sector
stakeholders at both national and local levels. The partnership was widely applied during the
preparation of the National Agriculture and Rural Development Strategy for the period 2014-
2024, as well as during the preparation of the IPARD | and IPARD Il Programmes since 2009.
Relevant stakeholders (competent regional and local and other public authorities, economic and
social partners, NGOs) will be involved in all the stages of IPARD programme, implementation,
monitoring and evaluation, following the EU legal requirements.

In order to establish strong intra and inter-ministerial coordination in the policy formulation
and programming of rural development in Serbia with a Government Decision No 02-9603/
2010 (amended with Government Decision No 02-6999/2011 a National Council for Rural
Development (NCRD) has been established. Currently NCRD is chaired by the Minister of
Agriculture and Environmental Protection, has 14 members, representing MAEP and other
Ministries.

The Council will be reorganised in order to reflect the new organisational structure of the
Government and the MAEP and re-established for the period 2014-2020 to coordinate the
national rural development policy.

The following groups of policy stakeholders have been identified for inclusion in different
stages of the IPARD Programme preparation and implementation:

1. Public authorities and bodies in order to establish strong intra and inter-ministerial
coordination, consisting of:

e Ministry of Agriculture and Environmental Protection (MAEP) its sectoral
directorates, Veterinary, Phyto-sanitary and Food Safety Directorates, Advisory
Services, Agency for Environmental Protection, Water Directorate.

o Representatives of other Ministries of the Republic of Serbia — Ministry of
Finance, Serbian European Integration Office, Ministry of Public Administration
and Local Self-Government, Ministry of Construction, Transport and
Infrastructure, Ministry of Trade, Tourism and Telecommunications, Ministry of
Economy, Ministry of Communication, Science and Technological Development,
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Ministry of Labour, Employment, VVeteran and Social Affairs, Ministry of Youth
and Sport, SORS.

2. Regional and Local authorities - Standing Conference of Towns and Municipalities,
National Agency for Regional Development.

3. Branch associations and Non - Governmental Organisations in the fields of Agriculture and
Rural Development in Serbia — Serbian Chamber of Commerce, Farmers' Association,
National Farmers' and Cooperatives' Association, National and Regional Associations of
Agricultural Co-operatives and Producers, National Association of Food Processors,
Organizations for environmental issues, National associations promoting equality of women
and men, and issues related to Handicapped Persons, Roma, etc.

4. Donor’s organisations such as World Bank, UNDP, USAID, GIZ.

5. Other partners such as commercial banks and micro-finance institutions in Serbia, research
institutes and academia.

6. Representatives from the Ministry of Foreign Affairs and the Serbian European Integration
Office as national coordinators for the EU Danube and Adriatic and lonian macro-regional
strategies.

The process of preparation of the National Strategy for Agriculture and Rural Development for
the period 2014-2024 for the Republic of Serbia was carried out by the Managing Authority
supported by eight thematic/sectoral Working Groups, established by an Order of the Minister
of Agriculture and Environmental Protection in 2013. The members of the Working Groups
represent the MAEP departments, researchers and the most relevant stakeholders. Since NRDS
was prepared and designed in line with IPARD requirements all comments and suggestions
related to the NRDS were used for elaboration of IPARD Il Programme. The work of the
Working Groups was organized via regular working meetings and workshops to present and
consult the results.

The consultation process started in May 2013 — in the period from 13 to 17 May 2013, eight
workshops for the members of the thematic working groups were organized to present and
discuss the SWOT analysis and needs identified of the agri-food sector and rural areas in Serbia.
In July 2013 one day meeting of the Working groups was held to present and discuss the first
outline of the NARDS. In the following period, three workshops with the main representatives
from the working groups were organized to finalise the Draft Strategy before the end of 2013.

A National Stakeholder Meeting to present and discuss the First Draft of the National
Agriculture and Rural Development Strategy for the period 2014-2024 was organized on 29
January 2014 in Belgrade. All the designated stakeholders were invited to take part in the
meeting.

In February and March 2014, the Draft NARDS was subject to public hearing in Novi Sad,
Krusevac, Cacak and Leskovac and at the same time it was posted on the internet portal of the
Ministry with e-mail address for comments and proposals. All the comments and opinions
received are reflected in the NARDS text and respectively in the IPARD Il Programme text.
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In the period March-June 2014 the First Draft of the IPARD Il Programme and potential
measures for recipients were presented to different workshops and meetings of the working
groups such as:

e Two parallel traveling workshops — Caravans held in the period 31 March — 1 April
2014 with rural stakeholders to discuss the LEADER approach in Serbia and
opportunities offered under the IPARD Il Programme for the period 2014-2020.

e Meetings with the stakeholders and representatives of companies and unions of
farmers, during the seminars and conferences held on the International Agriculture
Fair in Novi Sad, in May 2014.

e Meetings of the thematic working groups, dealing with market chain, fruit and
vegetables and livestock sector to discuss the outline of the Measure for Investment
in physical assets of the agricultural holdings, including specific eligibility criteria
per sector, eligible investments, economic viability of the farms etc.

e Meeting with the representatives of the civil sector and the representatives of the
stakeholders in the fields of environment protection, agriculture and rural
development to discuss the rural development policy and the Draft IPARD II
Programme was held on 16 June 2014 in organization of the Government office for
cooperation with civil society.

Within the NRDS and IPARD Il Programme preparation process, MA is organising meetings
on three levels. First level was comprised the representatives of branch associations,
agricultural cooperatives, local self-governance and municipalities, NGO’s involved in rural
development, environmental protection organizations, food processing and marketing industry
associations, organizations for equal opportunities and gender equality and other stakeholders,
representing potential recipients under the IPARD Il measures and national support schemes,
as well as representatives of the advisory services and the Network for Rural Development of
Serbia.

The second level included representatives of all MAEP organizational units’ members (such as
Veterinary Directorate, Forestry Directorate, Plant Protection Directorate, Land Management
Directorate, General Inspectorate, Sector for analytic and agricultural policies, Agency for
Environmental Protection etc.), representatives of international organizations and universities.

The third level was comprised of the representatives of other ministries and public bodies.

A national partnership meeting was organized on 24 July 2014 and on that occasion the Draft
IPARD Il Programme, including SWOT, needs identified strategy and selected measures was
presented. All the designated partners, as presented in the Table were invited to give
contribution to elaboration of the IPARD Programme. The representatives of EU Delegation
in Serbia took part in the stakeholder meeting discussions. The Draft IPARD Il Programme was
sent to the submitted list of stakeholders two weeks before the consultation meeting and
participants were asked to submit the written comments and suggestions to the Managing
Authority. Significant number of stakeholders gave their contributions in a written form and
they were all taken into account by the MA when finalizing the IPARD Il Programme text.

205



13.2.

Designation of the partners consulted — summary

University representatives

Name of
institution/body/person

Competence/Expertise

Name of the
Contact Person

Faculty of Agriculture,
University of Belgrade

Agro economist

Prof. dr Natalija Bogdanov

Faculty of Agriculture,
University of Belgrade

Agro economist

Prof. dr Miladin Sevarlié

Faculty of Agriculture,
University of Belgrade

Plant breeding

Prof. dr Slaven Prodanovié

Faculty of Agriculture,
University of Novi Sad

Fruit growing

Prof. dr Zoran Keserovi¢

Faculty of Agriculture,
University of Novi Sad

Cattle breeding

Prof.dr Snezana Trivunovié

Faculty of Agriculture,
University of Novi Sad

Fruit growing

prof. dr Nada Kora¢

Faculty of Agriculture,
University of Novi Sad

Fruit and Grape

prof. dr Dragoslav IvaniSevi¢

Faculty of Agriculture,
University of Novi Sad

Cattle breeding

Milos Beukovié¢

Faculty of Agriculture,

. le breedin 1 B ié
University of Belgrade Cattle breeding Vladan Bogdanovié¢
Fac_ulty _Of Agriculture, Food technology Dr Viktor Nedovi¢
University of Belgrade
Fac_ulty _Of Agriculture, Cattle breeding Cvijan Meki¢
University of Belgrade
Faculty of Agriculture

y g : Food technology Prof dr Petar Puda

University of Belgrade

Faculty of Agriculture,
University of Novi Sad

Cattle breeding

Dragan Glamoci¢

Faculty of Agriculture,
University of Belgrade

Agro economist

Sasa Todorovic¢

Faculty of Technical
Sciences, University of Novi
Sad

Biosystems engineering

Milan Martinov

Faculty of Veterinary
Medicine, University of
Belgrade

Veterinarian

Mila Savié

Representatives of public i

nstitutions

Advisory Service Sombor

Agricultural advisory service

Branislav Ogrizovié¢

Guarantee Fund of the
Autonomous Province of
Vojvodina

Agro economist

Goran Vasi¢

Department of Agriculture

Rural development

Ivan Pavlovié
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and Rural Development of
the City of Ni§

Regional Fund for
Agricultural Development

Regional development

Jozsef Szabo

Advisory Service Vrbas

Agricultural advisory service

Katarina Radoni¢

Municipal Council for
Environmental Protection of
Vrsac

Environmental protection

MiloS Vasi¢

Provincial Secretariat for
Agriculture

Rural development

Slobodan Teofanov

Institute of Vegetable Crops,
Smederevska Palanka

Agricultural advisory service

Milan Zdravkovié

Institut PKB

Agricultural advisory service

Petar Stoji¢

Advisory Service Kraljevo

Agricultural advisoryservice

Vekoslav Savié¢

Advisory Service Sremska
Mitrovica

Agricultural advisory service

Zeljko Graovac

Advisory Service Catak

Agricultural advisory service

Vesna Nisavi¢ Veljkovié¢

Institute for Crop production
and Vegetable growing, Novi
Sad

Crop production and vegetable

growing

Ana Marjanovi¢ Jeromela

Agency for Environmental
Protection

Environmental protection

Maja Kruni¢-Lazié¢

Team for Social Inclusion
and Poverty Reduction

Social inclusion

Jelena Milovanovié¢

Institute for the Maize
“Zemun Polje”

Maize production

Miodrag Tolimir

Institute of Agricultural
Economics

Agro economist

Dr Drago Cvijanovi¢

National Agency for
Regional Development

Regional development

Slobodan Miskovié

Centre for Development of
Jablanicki and Pcinjski
district

Regional development

Goran Milenkovié¢

Institute for Applied Science
in Agriculture

Agro economist

Snezana Jankovié¢

Jaroslav Cerni Institute for
the Development of Water
Resources

Water protection

Milorad Milovanovic

Representatives of international institutions and organizations

Glz Farming Emilija Stefanovi¢
USAID Agriculture DPorde Boljanovi¢
Embassy of the Netherlands | Agriculture Mila Mirkovié
Milk Industry

Miekara Sabac Production of milk and dairy Zoran Derié

products

”Niska mlekara”

Production of milk and dairy

Zvezdan Gavrilovi¢
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products

AD "Imlek"

Production of milk and dairy
products

Dragica Boli¢

"Mlekara Subotica"

Production of milk and dairy
products

Valentina Mini¢

"Meggle"

Production of milk and dairy
products

Tanja Soldatovié¢

"Somboled"

Production of milk and dairy
products

Dimitar Pavlevski

"Mlekoprodukt"

Production of milk and dairy
products

Zivanko Radovancev

Production of milk and dairy

"Kué-kompani" oroducts Duki¢ Dejan
. Production of milk and dair . .

"Granice" y Nemanja Gajevi¢
products
Pr ion of milk and dai

"Lazar" oduction of milkand dairy | . Vidojevie
products

,,DisTodorovi¢” Production of milk and dairy Slavisa Todorovié¢
products

“Bko-Mlek” Production of milk and dairy Sasa Nedeljkovié

products

Meat Industry

"Carnex"

Meat production

Milorad Sekularac

AD "Neoplanta"

Meat production

Boris Macak

"Juhor-eksport"

Meat production

Dragan Miladinovi¢

"Imes" AD Meat production Rajko Latinovi¢

IM ,,Backa Topola“ Meat production Danilo Zunjié
,,Union MZ* Meat production Zvonko Milenkovié¢
,,Kotlenik promet* Meat production Milomir ToSovié
,Nedeljkovic¢* Meat production Dusan Brankovié¢
,,Durdevic¢“ Meat production Nebojsa Nikitovi¢
,,Koteks* Meat production Verica Josipovi¢

Representatives of associations

Serbia Organica

Organic production

Ivana Simi¢

Centre for training
agricultural advisors and
farmers

Agricultural advisory service

Aleksandar Davidov

Panonska Rakija

Alcoholic beverages

Ana Pandzi¢

Association of Farmers
GlozZan

Association of agricultural
producers

Andrija Bartos

Agrarian Union Municipality
of Kanjiza

Association of agricultural
producers

Bata Erzebet

Forecasting and reporting
service NS

Forecasting and reporting
service

Dragica Jankovié

Association of Fruit
Producers Eco Fruit Arilje

Fruit Production

Bozo Jokovié
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Association Sumadia-
Wouerttemberg

Cattle breeding

Branko Andrijasevi¢

Banatski Forum

Regional development

Zoran Sefkerinac

The Union of Agricultural
Producers

Association of agricultural
producers

Zlatan Durié¢

Alliance associations of
farmers

Association of agricultural
producers

Jozef Kovac

Farmers Association Senta

Association of agricultural
producers

Ferenc Soti

Alliance of Agricultural
Association of Vojvodina

Association of agricultural
producers

Miklo§ Nad

Association "Futoski kupus"

Production of cabbage

Miroljub Jankovi¢

Farmers Association
Subotica

Association of agricultural
producers

Miroslav Kis

Association of Agricultural

Association of agricultural

Producers "Banat Lenny" producers Nikola Filipovic
Sabac association of cattle Cattle breeders Slobodan Tli¢
breeders

Serbian dairy forum Dairy production Mira Cubrilo

Beekeeping Alliance org
Serbia

President of
the Serbian Federation
of Beekeeping

Rodoljub Zivadinovi¢

Association of Serbian
brewery

President of the Association

Miodrag Maksimovi¢

Business Association of cold
storage Serbia

Executive director of
the Business Association

Evica Mihaljevi¢

" Zita Srbije", Association
for the promotion of
production and export of
grain

Director of the Association

Vukosav Sakovi¢

77 ,,Agronom®, Brewery

Agriculture, Authorized
Representative

Stevan Beljanski

Farmers Association
"Subotica"

Head of a Framers Association

Miroslav Ivkovié

Business Association of
Poultry "Poultry

Poultry products

Rade Skori¢

Community"

SeCoNs Group for Director of Research at Slobodan Cvejic
developmental initiative SeCoNS

Drustvo srpskih domacina Farmer Nikola Baji¢
Partnership for Territorial

Rural Development - LAG Entrepreneur Nenad Nikoli¢

Partnership for Potamisje

pLAG DPerdap, Donji

Prof dr Director

Vesna Vandi¢

Milanovac
RRC Dunav RRC Danube Coordinator SneZana Jovanovié¢
77 Begecki povrtari Agricultural Engineer, Director | Goran Zec
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Cooperative Association of
Serbia

President of Cooperative
Association of Serbia

Mr Dragan Markovi¢

Agricultural producer Vinca

Fruit growing, nursery producer

Verko Kacarevic¢

Association of agriculture

development

NGO Nenad Nlkolic
producers

NGO Green Eco Circle Milorad Cosic

NGO Center for sustainable Natasa Gligorijevic

Representatives of chambers of commerce

Chamber of Commerce and
Industry of Serbia

Secretary of the Agriculture,
Food and Water association

Nenad Budimovié

Chamber of Commerce of
Vojvodina, Novi Sad

Secretary of Agriculture
association

Dorde Bugarin

Representatives of industry

"Bambi" ad

Director General of Bambi
Concern

Miroslav Mileti¢

"Delhaize Srbija"

Category Manager

Biljana Kalic¢anin

"Rubin" AD Deputy of Director at "Rubin” | Miroslav Jovanovié¢

Advisor to the President .
MK Group at MK Group Jaroslav Stupavski
Others

GROW RASAD, Irig

Nursery producer

Andelko Miskovi¢

“Zitovojvodina", Novi Sad

Assistant Director

Zdravko Sajatovié

Agrogrnja d.o.o Head of the Cooperation Centre | Dejan Jovkic¢

SKGO Advisor of local government Marko Tomasevié¢

SKGO Advisor Sladana Gruji¢
13.3. Results of consultations- summary

The detailed table with results of consultations is in Annex 7.

14. THE RESULTS AND RECOMMENDATIONS OF THE EX-ANTE
EVALUATION OF THE PROGRAMME

14.1. Description of the process

The ex-ante evaluation of the IPARD Il Programme for 2014-2020 was carried out in the period
June - July 2014 by an evaluation team of two international experts, Ms. Simona Cristiano and
Mr. Roberto Cagliero (Contract signed the 24 June 2014).

The methodology used follows the procedures set out by the “Instrument for Pre-Accession
Assistance Rural Development 2014-2020 (IPARD II): Draft Guidelines for Ex ante
Evaluation” (Directorate General for Agriculture and Rural Development, 2014) and in
“Getting the most from your RDP: Guidelines for the ex-ante evaluation of 2014-2020 RDPs”
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(EENRD 2012, draft). Also, a number of further relevant studies and other documentation were
referred to in the process of this evaluation, relating to all the programming development.

The ex-ante evaluation was undertaken in close liaison with the Managing Authority (MA) and
the process was open and frank. The MA and IPARD Agency were fully cooperative in terms
of provision of data, consultation and revision of the Programme.

The ex-ante evaluation was produced using a number of different approaches including
literature review, textual analysis of drafts of various documents directly or indirectly
contributing to IPARD, and with several meetings between the evaluation team and the officials
involved in the process of the programme development. The evaluation team activities were
also discussed and coordinated with the services of the Commission and with the staff PPF5 -
Project Preparation Facility, Serbia.

The ex-ante evaluation formally began with a kick off meeting on the 26 June 2014 in Belgrade.
This meeting introduced the evaluators to the key MA and IPARD Agency officials and
provided a review of the IPARD drafting process to date as well as copies of material produced
to that point and other relevant documents: IPARD legal basis, national relevant regulations,
strategic documents, previous programmes for rural development and sectorial analysis. The
evaluators also required the Sectoral Agreement, CSP final version, Framework Agreement
final version and implementing regulations.

An inception report (DO) setting out a revised evaluation work programme, was provided to the
MA following the kick off meeting, to take account of changes in the timing of the IPARD
drafting process.

A preliminary review of the context analysis and associated SWOT was conducted immediately
post-inception with a feedback presentation provided on 1 July (based on a new IPARD
Programme draft version). During the meeting, the evaluators also dealt with the assessment of
the needs and the general structure of the internal and external intervention logic, providing
initial recommendations. Furthermore, the evaluator provided a support for the activities for the
estimation of the target (output) at the level of intervention (Measure). The above was
supplemented by a number of informal feedback conversations and e-mails at various points in
the process, in response to the provision of additional and amended documents and following
questions put to the evaluators. The analysis and SWOT matrix were amended in line with the
recommendations as well as the target indicators.

Written feedback (D1) was constructed based on a review of available documentation and
proposed to the MA on 13 July. This document is an early draft about the description of the
evaluation process and the main conclusions and recommendations (documentary table), in
order to explain how the results of the assessment were considered in the development of the
programme.

Feedback on the draft of the intervention logic, the complementarity with the measures financed
by other sources, the description of the operating structure and the description of management
and control structure were submitted to the MA on 14 July.
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During July, the evaluator was commissioned to deliver two interim reports (D2 and D3),
relating to stage 1 (SWOT analysis), 2 (intervention logic), 3 (Governance and management).
The final Evaluation Report was delivered by the end of July.

The Evaluation Report is structured on the evaluation questions contained in the guidelines
document and those specific discussed and agreed with the MA. Throughout the process special
attention was given to the requirement that the IPARD shows robust intervention logic and a
concrete implementation capacity.

The evaluators were satisfied that, as shown in the draft IPARD, these conditions are fulfilled.

Ex ante assessment processus

Feedback Feedback Feedback | Feedback Eval
(DO) (SworT) (D1) (D2 and D3) Report
IPARD draft IPARD draft IPARD draft ‘
June 23 ‘ June 26 ‘ July 7 Programme

Proramme processus

14.2. Overview of the recommendations

R.1. The comprehensiveness of the context analysis

Date: 01/07/2014

Topic: Provide a more comprehensive description of the programming area

The context analysis, as well as the SWOT analysis and the needs assessment, doesn’t provide
a holistic picture of the programming area. Particularly, the analyses of the current situation is
lacking of a more focused description of crucial dimensions of rural development in Serbia,
such as the environment, the rural economy, the quality of life and LEADER. Thus, the analyses
should be better enhanced through focusing on such dimensions.

Also, in some cases the context analysis doesn’t provide a proper description of the disparities,
trends, benchmarks or time series which could better explain the current situation of the
different dimensions of rural development in the Republic of Serbia. This is particularly evident
in the case of the quality of life.

On this regards, it is recommended to enhance the context analysis through underlining the
identification of core driving forces which can be observed for the different dimensions of the
rural development in Serbia.

Finally, in the cases of the sectorial analyses, it is recommended to provide a more
comprehensive description of the different sectors and to explain the reason why the analysis
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focuses only on some sectors. Besides, the sectorial analyses should be better summarized
coherently with EU format.

R.2. The use of context indicators

Date: 01/07/2014

Topic: Provide a more appropriate use of context indicators

In line with the European Commission indications, the whole list of common context indicators
(CCI) should be fully applied across the context analysis. On this regards, the evaluator
recommended to quantify those CCI which are still missing in the analysis and to better explain
some that estimated by a proxy approach. This was particularly the case of the environmental
situation.

Also, as long as the CCI should serve the context analysis for better explain some key aspects
of the current situation in the Republic of Serbia, the evaluator recommended to link such
indicators to the different parts of the analysis.

Besides, the evaluator recommended the use of programme context indicators in view of better
underlining specific situations of rural development in the Republic of Serbia, where needed.

R.3. The SWOT analysis
Date: 01/07/2014

Topic: Provide a more appropriate and comprehensive SWOT analysis

In line with the European Commission indications, the SWOT analysis should be justified by
the context analysis, of which it should provide a diagnostic reading. On this regards, it is
recommended to revise the SWOT analysis by proving all of its items a robust justification
based on the context analysis, on common/programme specific indicators and qualitative
information.

Too, the evaluator recommends to prepare a SWOT matrix of a general nature, which advances
the information at sector and thematic level, as required by the proposed structure of the content
of an IPARD Programme. Besides, the SWOT seems to be lacking of the analysis on the crops.

The revision of the SWOT should also go towards a rationalization of the items, by deleting the
redundancies and re-classifying some items, and a better representation of the linkages between
the ones to the others. On this regards, the use of a relational SWOT is recommended by the
ex/ante evaluator in view of providing a dynamic reading of the context of the programme.

R.4. The needs assessment
Date: 01/07/2014

Topic: Provide a consistent needs assessment

The needs assessment can be considered as funded on the context and SWOT analyses, thus the
13 needs of IPARD look justified, even if not all the needs can find a consistent basis in the
SWOT. Also, it is to underline, as a critical point, that in some cases the evidence of disparities
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is not highlighted through the selection of a temporal or spatial benchmark. Under this point of
view, the evaluator recommends to set appropriate benchmarks where needed.

In addition, it would be appropriate to indicate a ranking of importance of 13 needs to steer the
strategy in a direct way, although it is possible indirectly to get this prioritization. The main
recommendation, in view of the strategy design, is to clearly set up the IPARD objectives,
instead of the IPARD priorities indicate in the draft programme.

R.5. The description of the intervention logic
Date: 13/07/2014
Topic: Provide a coherent strategy

The intervention logic and the programme design, including the selection of measures, are
justified, and particularly assessed in connection with other national programmes and
agricultural schemes, the NRDP principally.

The programme strategy as a whole should be articulated around the results of the earlier
context and SWOT analysis and in view of addressing the needs assessment on the programme
areas. The evaluator underlines the need for enhancing the coherence of the intervention logic
in terms of linkages with the needs assessment and the other instruments which are
complementary to IPARD.

Particularly, the evaluator recommends to rank the needs arisen, through the set up of IPARD
objectives framework, and to explain clearly the motivations which drove the choices of the
MA towards the use of the different IPARD measures and in the relation with the other
instruments. The very critical point is the explication of why only some needs are object of
interventions IPARD, while others are not.

In terms of internal coherence, the IPARD objectives (Draft 7 July) are consistent with the
needs and the interventions selected and justified along the path of the intervention logic. The
balance between the different measures is appropriate, and the provision of mutually reinforcing
interactions is in place. There are no immediate possible conflicts and contradictions between
the measures and the objectives.

In terms of external coherence, the programme linkages with other interventions (chapters 6
and 10), in particularly with the NRDP, demonstrate a good level of possibilities of
complementary with these other interventions, but the demarcation item is not always very clear
and it is not possible to detect some risks in verifiability and control. It is evident that a parallel
implementation, avoiding overlaps and enabling synergies, between IPARD and NRDP, but
also with all the other instruments, could be a strategic relevant key. In this regard, the most
important recommendation is to set up a "demarcation and complementary table".

R.6. The description of each of the measures selected
Date: 13/07/2014

Topic: Provide a coherent measure description

The content of the measures as well as the selected target groups is appropriate.
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The overviews by sectors are clear and in coherence with the context analysis (e.g.
investment?), but it may be appropriate to summarize.

The framework of the objectives of the selected interventions is gen