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 MIŠKOVIĆ HAS PURCHASED  
THE CONTINENTAL HOTEL

Miroslav Mišković, the wealtiest Serb 
and one of the wealthiest people in Cen-
tral and South Eastern Europe and the 
owner of Delta Holding, has purchased 
at a public auction staged on 31 March 
2008 a section of Genex, which used to 
be the biggest company in the former Yu-
goslavia. The assets of that Genex section 
include the Continental Hotel, Genex 

Apartments, appurtenances and land in 
the immediate vicinity  of Delta Holding.
The starting price was about € 91,8 
million and there were only three bid-
ders at the mentioned auction, but 
Mišković’s company, NBGP Properties, 
and the American IHG Management 
jointly made the best bid: € 149 million. 
The buyers announced that jointly with 
the American partner, they are going to 
invest € 20 million in the new Crown 
Plaza hotel brand.

Dear Users,
The fall of the Serbian Government and the uncertain outcomes of the parliamentary and local 
elections scheduled for 11 May 2008 are the cause of the unusual delay in the publishing of our 
Newsletter. The present caretaker government is not authorised to present bills for adoption and to 
make the strategic decisions on which an agreement has not been reached earlier, since it actually 
fell because of the disagreements over strategic issues, mainly because of differing positions taken on 
the accession to European integrations and the energy-related arrangement with Russia.
Even so, the privatisation of small enterprise, sale of minority government share packages and take 
over of companies have been carried on with. Whoever is buying in Serbia nowadays stands a good 
chance of making substantial profits in the near future, since there are good companies in Serbia, 
the shares of which have declined a lot on the stock exchange, despite the good performance shown 
by them. The best use of such a state of affairs is made by the most powerful local owners.
This fact is certainly worth considering before everyone draws the conclusion that purchasing would 
be a good job.
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In late March 2008 the Ministry of Justice pre-
sented a model version of the Draft Law govern-
ing the conditions for the liability of legal per-
sons for criminal offences and criminal sanc-
tions imposed for criminal offences, provided 
the conditions for the liability of legal entities, 
foreseen under the Law, are met.
This Law shall apply to national and interna-
tional legal persons held accountable for crimi-
nal offences committed in the territory of the 
Republic. This Law would also apply to national 
and international legal entities who have com-
mitted criminal offences abroad causing detri-

mental consequences with prejudice to the Re-
public, to its national or a national legal entity. 
A fine and termination of the status of a legal 
entity may be pronounced only as major sanc-
tions. 
A fine may not be below the amount of one 
hundred thousand dinars nor may it exceed the 
amount of five hundred million dinars.
The following security measures may be im-
posed for criminal offences that legal persons 
may be liable for: 1) ban on exercising certain 
registered activities and business; 2) seizure of 
an item; 3) publication of the sentence.

THE LIABILITY OF LEGAL ENTITIES FOR CRIMINAL OFFENCES

Energy Agreement with Russia
DECISION ON RATIFICATION  

AFTER ELECTIONS 
The request made by the Russian side for 
the energy agreement with Russia con-
cerning the construction of an oil pipeline 
and sale of the Serbian oil industry to be 
presented to the National Assembly for 
ratification, was rejected at the Cabinet 
session of 3 April 2008.
The Democratic Party and G-17+, i.e., the 
two parties which make up the Cabinet 
majority and which are going to head the 
Coalition for European Serbia at the elec-
tions scheduled for 11 May, were against 
ratification. The former believes that the 
agreement will be ratified by the new As-
sembly and the latter is against that agree-
ment because it is of the opinion that it is 
“humiliating” for Serbia.

Horgoš–Požega Motorway
CONCESSIONAIRE SEEKING NEW 

CONCESSIONS
The Deutsche Bank has not issued the prom-
ised performance guarantee for a € 1.5 billion 
concession contract and it has requested 
substantial modifications of the contract in 
favour of the concessionaire.
According to the concession contract, the 
construction of the motorway from the 
Hungarian border to South Western Ser-
bia (Horgoš – Požega) was supposed to be 
started by the Austrian Alpina-Por consor-
tium on 1 April. 
A few hours before the deadline, the Govern-
ment decided to postpone the deadline for 
the issuance of guarantee until 30 June 2008. 
It is not known whether this (caretaker) Gov-
ernment will accept substantial modifications 
of the contract in the favour of the conces-
sionaire or whether the Government will take 
a decision after the 11 May elections.
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	 EXPORT BOOSTING STRATEGY 
IN PREPARATION

At the first session of the National Com-
petitiveness Council, which was held in 
late February 2008, the Deputy Prime 
Minister Božidar Đelić, who is also the 
Council’s chairman, stressed that risen ex-
ports make up the most important factor 
of competitiveness on the international 
market and announced that the Council is 
going to consider the Draft Export Boost-
ing Strategy in the near future.
The Council is going to deal in the first 
place with the most important compet-
itiveness factors, development of small 
and medium enterprises, infrastruc-
ture, business environment, financial 
market and industrial capital growth. 
He invited all interested parties to get 
themselves actively involved in this 
project and said that the next step will 
be the drawing up of the Action Plan, 
which will serve as the basis for the al-
location of budgetary funds for export 
boosting purposes in 2009.

 	CAPITAL PROJECT LAW  
IN PREPARATION

Belgrade, 11 February 2008 – The Ser-
bian Deputy Prime Minister Božidar 
Đelić, Minister of Commerce and Ser-
vices Predrag Bubalo and representa-
tives of other ministries had a meeting 
today with the representatives of con-
struction and building material indus-
tries, in the scope of the continued dia-
logue with exporters.
At this meeting, it was agreed that the 
Government should start drafting as soon 
as possible a new capital project law deal-
ing with the payment of construction tax 
and avoidance of double taxation of the 
pays of the employees working abroad. 
These modifications are intended to incite 
domestic companies to transfer their for-
eign earnings to Serbia.
The fusion of the two export credit and 
insurance agencies (OAFI and SMECA) 
and their US$ 50 million recapitalisa-
tion will provide for more favourable 
export financing.
The Serbian construction and building 
material industries have about 120,000 
employees. The services provided abroad 
fetch about US$ 300 million a year.

	 GOVERNMENT WILL PROVIDE 
STABILITY FOR INVESTORS

The Serbian Deputy Prime Minister 
Božidar Đelić, Minister of Economy and 
Regional Development Mlađan Dinkić, 
Minister of Finance Mirko Cvetković, 
and Governor of the National Bank of 
Serbia Radovan Jelašić had a meeting in 
early March with representatives of the 
foreign companies which have invested 
in Serbia.
The Deputy Prime Minister Božidar 
Đelić said that from the year 2000 to 
date, foreign investors have invested 
more than US$ 15 billion in Serbia 
and employed approximately 100,000 
people and stressed that foreign direct 
investments are the future of Serbia.

The Government made a firm promise 
to foreign and domestic investors that 
it will provide for macroeconomic sta-
bility. He said that the Government is 
still committed to the achievement of 
its 2008 economic goal: GDP growth 6-
7% and inflation rate 6-7%, as well as 
continued industrial output growth at 
the rate of approximately 4%.
Foreign direct investments are expected 
to reach at least US$ 3 billion in 2008.
The Deputy Prime Minister and the 
mentioned ministers promised to make 
themselves accessible at all times to all 
domestic and foreign investors wishing 
to invest in Serbian industries and said 
that steps will be taken towards simpli-
fying the investment procedure.

	 NON-REPAYABLE FINANCING 
OF EXPORTERS

On 21 February 2008, the Government 
of the Republic of Serbia enacted the 
Ordinance on the Conditions for and 
Modality of Internationalisation of 
Companies. This ordinance deals with 
the requirements, criteria and modali-
ties of allotting non-repayable funds to 
domestic companies towards financing 
their export-boosting activities.
The budgetary funds which are to be 
allotted to companies under this or-
dinance are intended to cover the fol-
lowing activities and expenditures:
Funds may be allotted to the goods 
and services exporting companies (ex-
porters), which meet the following re-
quirements: that they are registered in 

the territory of the Republic of Serbia, 
that they have been operating for two 
years running, that they are producing 
finished or semi-finished products or 
that they are providing services relat-
ing to software development, design 
or engineering.
In order to be eligible for this, a com-
pany must have at least 15 full-time 
employees if it produces finished or 
semi-finished products or at least five 
full-time employees if it provides ser-
vices relating to software development, 
design and engineering.
The exporters who meet the require-
ments may apply for the allotment of 
funds for one or several of the men-
tioned activities, which may not be 
proceeded with before filing the appli-
cation for funds.

ACTIVITIES FOR WHICH FUNDS MAY 
BE ALLOTTED

EXPENDITURES WHICH MAY BE RE-
FUNDED

Foreign market surveying Drawing up market surveying reports

Participation in international trade fairs 
abroad by own arrangements

Exhibition space renting  
Stand design and arrangement  
Entry in official trade fair catalogues

New packaging design New packaging design costs
Production of new promotion materials, includ-
ing: 
1. Promotion brochures  
2. Promotion video and DVD materials,  
3. Internet presentations

New promotion material designing, photo-
graphs, translations, illustrations, printing, 
video productions, Internet presentations

Advertising in foreign professional peri-
odicals

Design and publishing of advertisements in 
foreign professional periodicals
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	 NEW PUBLIC PROCUREMENTS 
LAW

The Serbian Government presented the 
Public Procurements Bill to the Nation-
al Assembly in February 2008.
One of the changes which would al-
low the Government Audit Institution 
to check more adequately on bidders is 
to do with the awarded contracts being 
presented quarterly instead of yearly as 
provided by the standing law.
According to this Bill, the possibility of 
restricting competition would be less-
ened because the validity of the list of 
candidates in the restrictive procedure 
would be reduced from three to one 
year, with at least three candidates on 
the list. It was explained in the reason-
ing that the standing Public Procure-
ments Law is restricting competition 
because the obligatory number of bid-
ders is not specified.
The preferential 20% protection of do-
mestic bidders has been retained, since 
it was agreed with the European Union 
representatives that preference for do-
mestic bidders is to run for two years as 
of the date of signature of the Stabilisa-
tion and Association Agreement. The 
Commission would be independent of 
the executive power and the require-
ments for the election of its chairman 
and members would be stiffened. It will 
be made possible to institute adminis-
trative proceedings against the Commis-
sion’s decisions, which in turn makes it 
possible to check on its decisions.
The system of checking on the bargain-
ing procedure has been upgraded and it 
is up to European standards, since the 
existing administrative procedure is to 
be replaced by a market one. Instead of 
the Public Procurements Administra-
tion deciding on whether the purchaser 
meets the requirements, the purchaser 
will have to publish the name of the best 
bidder before the contract is signed.
The biggest problem referred to in the 
Bill is to do with the cost of the bid dos-
sier which is not specified in the stand-
ing Law, so that it can be very high in 
practice. The bidders also objected to 
the insistence only on the presentation 
of the balance sheet as proof of the ful-
filment of special requirements for par-

ticipation in the procedure and not also 
on the statement of income, which is a 
more important financial indicator.
The representatives of the pharmaceu-
tical industries stressed that because of 
its special nature, their business cannot 
be regulated by a general principle and 
they requested that the distribution of 
medicines on the public procurement 
level should be dealt with by a special 
segment of the Law.
The Bill provides that major procure-
ments are to be advertised not only in 
the Serbian Official Gazette, but also on 
the portal of the Public Procurement Ad-
ministration. The standing Public Pro-
curements Law obligates the purchasers 
to advertise public procurements also in 
a daily newspaper. In future, this would 
not apply to procurements relating to 
the goods and services valued at less 
than CSD 5 million and less than CSD 
20 million in the case of works.
About 250,000 public procurement con-
tracts valued at US$ 1.7 billion are made 
in Serbia each year. In 2002, the share of 
the value of public procurements in the 
Serbian GDP was 9%, while nowadays, 
that share is about 11%.

	 AMENDMENTS TO  
THE PENSION AND SOCIAL  
SECURITY LAW

Important amendments to the Pension 
and Social Security were not adopted 
by the emergency procedure by 1 April 
as planned because of the fall of the 
Government. These amendments were 
intended to arrest the tendency of pen-
sions to decline in relation to the cost of 
living and pays.
Pursuant to the standing law, 87.5% of 
the pension is adjusted to the cost of liv-
ing movements and only 12.5% to the 
average pay movements.
At the latest session of the Pension Re-
forms Council, which was chaired by 
the Deputy Prime Minister Božidar 
Đelić, it was decided to go ahead with 
the establishment of the Central Regis-
try of the Insured and Employers.
At present, there are 1.6 million pen-
sioners in Serbia who are financed by 
a little more than 2 million employed 
people.

	 NEW BONDS ON THE FINANCIAL 
MARKET NOT BEFORE 2009

The State Secretary in the Ministry 
of Finance Slobodan Ilić said that the 
first corporate bonds and local self-
government bonds will appear on the 
financial market by the end of 2009.
Among other things, the working 
group for advancement of the Serbian 
financial system should recommend 
the Action Plan for Implementation 
of the Serbian Financial System by 15 
April 2008.
The working group is made up of 
the representatives of 21 domestic 
and foreign banks, including also the 
American City Bank and German 
Deutsche Bank, as well as the Inter-
national Monetary Fund, World Bank 
and International Financial Corpora-
tion. The Action Plan will include the 
deadlines for the issuing of corpo-
rate bonds and local self-government 
bonds.

 	CHANGES IN THE TAXATION 
LAWS

The Minister of Finance Mirko 
Cvetković said today that amend-
ments to the taxation laws were draft-
ed in January and presented to the Na-
tional Assembly for consideration. He 
stressed that the draft Law Amending 
the Individual Income Tax Law makes 
provisions for reduction of the capital 
gains tax rate from 20% to 10% and 
added that it will provide for the cu-
mulative calculation of profit at the 
end of the year, which will simplify the 
administrative procedure consider-
ably. The minister said that all Serbian 
citizens who have earned more than 
CSD 1,394,784 will have to file tax re-
turns, while the foreign ones will have 
to do so if they have earned more than 
CSD 2,324,649.
The draft Law Amending the Corpo-
ration Profit Tax Law harmonizes the 
making of the fiscal balance sheets with 
international accounting standards, 
because according to it, the fiscal and 
calendar years do not have to coincide. 
With the approval of the Minister of Fi-
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nance and the National Bank, the enter-
prises operating special businesses may 
adjust the fiscal year to the modality of 
their operation and stay on that regime 
for the next five years.
The Minister said that the Government 
has recapitalised the Post Office Savings 
Bank using CSD 2.8 billion from the 
budget and that CSD 3.25 billion have 
been earmarked for recapitalisation of 
Komercijalna banka. The Government 
shares in the former and the latter are 
50.5% and 38.6% respectively. CSD 2 
billion will be earmarked for recapitali-
sation of the National Housing Credit 
Corporation and about CSD 3 billion 
will go towards credit insurance and 
participation.
Incidentally, the Government has ma-
jority interests in three more banks 
(Privredna banka of Pančevo, Srpska 
banka of Belgrade and Credy banka of 
Kragujevac). Furthermore, its shares in 
six more commercial banks vary from 
28% to 38.8%.

 	WIRELESS INTERNET  
LICENCES

The public debate about the rules setting 
the minimum conditions for schedul-
ing the public competition for radio 
frequencies between 3.4 and 3.8 GHz 
for wireless access services (WiMax 
technology) was concluded by a round 
table conference at the Serbian Cham-
ber of Commerce towards the end of 
February.
The State Secretary in the Ministry of 
Telecommunications and Information 
Society, Dr Milenko Cvetinović, said 
that these rules should allow new op-
erators to enter the fixed network.
Each region should obtain three li-
cences, with the exception of Belgrade, 
where only one can be obtained be-
cause a large portion of the band has 
already been distributed. He added 
that the remaining available band ac-
cording to rules is not going to be li-
censed mainly because of the rapid 
technological development in this 
area. It has also been suggested that 
licences should be cheaper in the un-
derdeveloped regions.

 	COMPANY FOR CONSTRUCTION 
OF THE PAN-EUROPEAN OIL 
PIPELINE

The representatives of Croatia, Italy, 
Rumania and Serbia had a meeting in 
Brussels, with the participation of rep-
resentatives of the European Commis-
sion, and on that occasion, they agreed 
on the following concrete steps in the 
scope of the Pan-European Oil Pipeline 
(PEOP) project:
1.	All members of the Inter-state Com-

mittee should send a letter notifying 
the presiding member (Rumania) 
of the decision naming the national 
companies which will participate in 
the Pipeline Development Company 
(the Serbian Government has desig-
nated the Transnafta Public Enter-
prise);

2.	An expert working group is to be 
formed for the purpose of drafting 
the joint-company founding agree-
ment and it is to be chaired by Mrs. 
Natalija Perić (Croatia);

3.	The working group should make the 
final draft joint-company founding 
agreement;

4.	Each member of the Inter-state Com-
mittee should appoint two members 
of the working group for the next 
meeting in Zagreb;

5.	The working group chairperson is 
to present the draft Joint-company 
Founding Agreement to members of 
the Inter-state Committee;

6.	The Inter-state Committee is to 
have a session in Bucharest in late 
March for the purpose of approving 
the draft Joint-company Founding 
Agreement;

7.	The Inter-state Committee members 
are to make preparations for the sig-
nature of the agreement as quickly as 
possible;

8.	The Joint Oil Pipeline Development 
Company is to be registered within 
45 days from the date of signature of 
the Joint Company Founding Agree-
ment;

9.	 It was decided that the Joint Com-
pany should be based in London, as 
explicitly requested by Italy;

10. The Joint Company is to take fur-
ther steps towards execution of the 
PEOP project in accordance with 
strategic decisions and under the 
Inter-state Committee’s supervi-
sion.

The fall of the Serbian Government has 
not held up the implementation of the 
mentioned action plan.

 	RESPONSIBILITY FOR  
PACKAGING WASTE

The Draft Packaging and Packaging 
Waste Law makes the producers re-
sponsible for treatment of the packag-
ing waste once their products have been 
used.
Based on the manufacturers’ reports 
in the quantity of packaging put into 
circulation, the Government is to set 
the national goals and the percentage 
of returned packaging waste after re-
cycling.
The Ministry of Environmental Pro-
tection should offer to the local self-
government units and regions several 
models for dealing with the problem of 
disposal of packaging waste in their ter-
ritories.
Incidentally, three laws dealing with 
environmental protection are await-
ing adoption by the National Assem-
bly: Law Amending the Environmental 
Protection Law, Packaging and Packag-
ing Waste Law and Waste Management 
Law.

 	NEW COMMERCE LAW

The Ministry of Commerce is drafting 
the new Commerce Law, which should 
be presented to the Government for ap-
proval and to the National Assembly for 
adoption.
Its last chapter will deal with the up-
grading of the structure of commerce. 
In the case of construction of big com-
mercial buildings, the consent of the 
local self-government unit concerned 
will be needed in addition to the permit 
issued by the central government. The 
purpose of this is to preserve the exist-
ing structure of small shops in relation 
to big systems.
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This law was proposed for the first time 
towards the end of 2006.

 	AMENDMENTS TO  
THE EXPROPRIATION LAW

The draft Law Amending the Ex-
propriation Law has been put in the 
Assembly adoption procedure. It 
includes many changes intended to 
harmonise the existing law (2006) 
with the section of the subsequently 
adopted Planning and Construction 
Law dealing with building land prop-
erty rights.
The draft calls for more accurate es-
tablishment of general interest as 
grounds for expropriation. According 
to the standing law, the establishment 
of general interest is required only in 
the case of construction of buildings, 
while the draft provides that general 
interest may be established also in 
the case of execution of works. Fur-
thermore, the execution of works is 
more frequent than the construction 
of buildings also in the cases in which 
expropriation is being carried out for 
environmental protection purposes 
and protection against natural disas-
ters.
Among other things, these amend-
ments should eliminate the statutory 
obstructions to the expansion of the 
Kolubara open-pit coal mines in the 
Vreoci locality.

 	RIVALRY IN POSTAL SERVICES

The Government adopted the Postal 
Services Expansion Strategy in mid-
February 2008.

The Strategy includes the courses 
of expansion of postal services in 
Serbia, the ways of their implemen-
tation and development of com-
petitive relations on the postal ser-
vices market. The performance of 
universal postal services has been 
entrusted to the Public Postal Op-
erator (Serbia Post Office) and it has 
been made possible for other postal 
operators to provide other postal 
services in accordance with quality 
standards and needs of citizens and 
businesses.
This will satisfy the nation’s needs for 
quality and generally accessible con-
ventional and electronic postal ser-
vices, which will also contribute to 
the expansion of small and medium 
enterprises.

 	AMENDMENTS TO THE 
LAW ON THE PROTECTION  
OF COMPETITION

It has been proposed that the Com-
mittee for the Protection of Competi-
tion should be given greater power of 
authority. This anti-monopoly body 
will become more independent and 
be authorised to levy fines and decon-
centrate capital.
According to these amendments, 
the threshold for determining the 
concentration of € 10 million total 
income of all concentration partici-
pants on the Serbian market will be 
increased to € 20 million per par-
ticipant, while the € 50 million/year 
threshold for foreign companies will 
be abolished.
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