 THE DECREE ON THE TERMS AND CONDITIONS OF ATTRACTING DIRECT INVESTMENTS
(The Official Gazette of the Republic of Serbia, no. 56/2006)

Content of the Decree

Article 1


This Decree regulates the terms and conditions of attracting direct investments to the territory of the Republic of Serbia, the criteria for allocating the funds for attracting direct investments, the dynamics of disbursement of these funds, as well as other issues of importance for increasing the competitiveness of the Republic of Serbia through inflow of direct investments that have a favorable impact on the job creation, transfer of new knowledge and technologies, as well as balancing regional development of the Republic.  

Terms
Article 2


The expressions used in this Decree have the following meanings:

1) 
Direct Investments are the investments into creating new capacities in the manufacturing sector, research and development sector, and in the sector of internationally marketable services, with exception of investments within the privatization process;

2)
Candidate is a person who participates in the procedure related to the allocation of the funds; 

3)
Beneficiary of the Funds is an investor to whom the funds for attracting direct investments are allocated;
4)
Internationally Marketable Services are, in addition to the usual services of international trade, the services provided by the companies’ regional headquarters, the customer service centers, shared services centers, logistical and distribution centers,  as well as project and design centers;

5)
Research and Development Activities are the activities of companies, enterprises or organizational units of enterprises, whose main activities include research, experimental development and innovative technologies in accordance with the law that regulates the innovative activities. 

The Sources and Purposes of the Funds for Attracting Direct Investments
Article no. 3

The funds for attracting direct investments (hereinafter referred to as “the funds”) are provided by the budget of the Republic of Serbia. 


The funds may be used for financing investment projects in the manufacturing sector, research and development sector and internationally marketable service sector, except for financing of investment projects in the areas of agriculture, tourism, catering/hotel industry and trade. 

The Level of Funds that can be Allocated
Article 4

The total funds that can be allocated are determined according to the number of employees hired in the period of three years, and depending on the type of investment and the total number of points that a candidate receives upon finalizing the envisaged procedures, namely: 

1)
For investments into the manufacturing sector, for every new job position created within the period of three years: 

a.
2,000.00 EUR for points ranging between 80 and 90;

b.
2,500.00 EUR for points ranging between 91 and 100;

c.
3,000.00 EUR for points ranging between 101 and 110;

d.
3,500.00 EUR for points ranging between 111 and 120;

e.
4,000.00 EUR for points ranging between 121 and 130;

f.
4,500.00 EUR for points ranging between 131 and 140;
g.
5,000.00 EUR for points ranging between 141 and 150.
2)
For investments into the internationally marketable service sector, for every new job position created within the period of three years:

a.
2,000.00 EUR for points ranging between 80 and 87;

b.
3,000.00 EUR for points ranging between 88 and 95;

c.
4,000.00 EUR for points ranging between 96 and 103;

d.
5,000.00 EUR for points ranging between 104 and 111;

e.
6,000.00 EUR for points ranging between 112 and 119;

f.
7,000.00 EUR for points ranging between 120 and 127;

g.
8,000.00 EUR for points ranging between 128 and 135;

h.
9,000.00 EUR for points ranging between 136 and 143;

i.    
10,000.00 EUR for points ranging between 144 and 150.
3)
For investments into the research and development sector, for every new job position created within the period of three years:

a.
5,000.00 EUR for points ranging between 80 and   91;

b.
6,000.00 EUR for points ranging between 92 and 103;

c.
7,000.00 EUR for points ranging between 104 and 115;

d.
8,500.00 EUR for points ranging between 116 and 127;

e.
9,000.00 EUR for points ranging between 128 and 139;

f.   
10,000.00 EUR for points ranging between 140 and 150.
Eligibility Criteria 
Article 5

The right to receive the funds belongs to any legal entity registered on the territory of the Republic of Serbia that has investment projects in the sectors to which the funds are being allocated in accordance with this Decree. 

Exceptions Regarding the Eligibility Criteria
Article 6


The following legal entities shall be excluded from the right to receive the funds:

1) 
Those that have the outstanding obligations towards any legal entities and individuals in the Republic of Serbia;
2)
Those that have entered a bankruptcy procedure;

3)
Those that have outstanding obligations towards the Republic of Serbia; 
4)
Those that have already received co-financing for the same purpose from the budget of the Republic of Serbia.
Conditions for Assigning the Funds

Article 7


The funds can be allocated for the following:

1)
Investments into the manufacturing sector securing at least 50 job positions in the period of three years starting from the date of allocation of funds in accordance with this Decree, the minimum amount is as follows:
· One million euros investment into municipalities that had the unemployment rate  in the previous year at least 30% higher than the average unemployment rate in the Republic of Serbia in the same year;
· One million five hundred thousand euros investment into municipalities that had the unemployment rate in the previous year at least 20% higher than the average unemployment rate in the Republic of Serbia in the same year;

· Two million euros investment into municipalities that had the unemployment rate in the previous year at least 10% higher than the average unemployment rate in the Republic of Serbia in the same year;

· Two million five hundred thousand euros investment into municipalities that had the unemployment rate in the previous year equal or higher than the average unemployment rate in the Republic of Serbia in the same year;

· Three million euros investment into municipalities that had the unemployment rate in the previous year lower than the average unemployment rate in the Republic of Serbia in the same year;

2)
Investments into internationally marketable services sector that have a minimal value of five hundred thousand euros and securing at least 10 new job positions in the period of three years following the allocation of the funds;

3)
Investments into research and development sector that have the minimal value of two hundred and fifty thousand euros and securing at least 10 new job positions in the period of three years following the allocation of funds.
Total Value of Investments

Article 8

The total value of investments for the purposes of this Decree consists of the established fixed tangible assets and long term non-tangible fixed assets. 


The long term non-tangible fixed assets from paragraph 1 hereof are exclusively patents and licenses which should be properly marked in the beneficiary’s final balance sheet in accordance with the international accounting standards. 

Criteria for Allocation of the Funds

Article 9

The criteria for allocating funds are the following:

1)
Investor’s References; 

2)
Level of participation of domestic suppliers and the effect of investments on the productivity of other domestic economic associations, enterprises and other legal entities that are active in the same sector;

3)
Sustainability of the investment/longevity of business;

4) 
Effects of the investment as far as the research and development are concerned;
5)
Effects of investment on human resources;

6)
Assessment of the environmental impact for investments into the manufacturing sector and research and development sector;

7)
Volume of international trade;

8)
Effects of investments on the development of underdeveloped municipalities;

9)
Letter of Intent of local authorities of the municipality in which the investor intends to invest.

Each of the criteria from paragraph 1 hereof carries a certain number of points and the total sum amounts to a maximum of 150.
The Methodology of Assigning Points 
1.
Investors’ References

Article 10

Investor’s references are assigned points in accordance with the reputation of the candidate, namely:

1)
If the candidate’s shares are being traded on  reputable world stock exchanges, if the candidate has previous experience and has carried out a larger number of investment projects  - the number of points ranges between 19 and 35;

2)
If the candidate’s shares are being traded on the stock exchange and if a candidate has a high credit rating – the number of points ranges between 10 and 18;

3)
If the candidate has an international reputation and experience that includes investment projects of similar type and volume – the number of points ranges between 6 and 10;

4)
If the candidate is well-known in the domestic market and if it has already carried out projects of a similar type and volume – the number of points ranges between 1 and 5;

5)
If the candidate is only starting the activity that is central to the investment and has no experience in carrying out investment projects – the number of points is 0.

The maximum number of points based on the criterion of investors’ reference is 35, and the minimum is 0.

2. Participation of Domestic Suppliers and the Effect of Investment on Productivity 
Article 11

The level of participation of domestic suppliers and the effect of investment on the productivity of other domestic companies, enterprises or other legal entities that are active in the same sector are assigned points as following: 

1)
According to the level of participation of domestic suppliers during and after the realization of the investment, namely:

a.
More than 75% - the number of points equals 5;

b.
More than 60% - the number of points equals 4;

c.
More than 50% - the number of points equals 3;

d.
More than 40% - the number of points equals 2;

e.
More than 10%   and less than 40% - the number of points equals 1;

f.
Less than   10% - the number of points equals 0.

The maximum number of points based on the criterion of participation of domestic suppliers during and after the realization of the investment equals 5, and the minimum number of points equals 0.
2)
According to the effect of the investment on the productivity of other domestic companies, enterprises and other legal entities in the same industrial sector, namely:
a.
If the investment will significantly contribute to the increase of productivity – the number of points ranges between 4 and 5;

b.
If the investment will contribute to the increase of productivity 



- the number of points ranges between 1 and 3;
c.         If the investment will not contribute to the increase of productivity



- the number of points is 0.

The maximum number of points based on the criterion of the effects of investment on the productivity of other domestic companies, enterprises and other legal entities in the same industry sector equals 5, and the minimum equals 0.
The maximum number of points based on the criterion of the level of participation of domestic suppliers and the effects of the investment on the productivity of other domestic companies, enterprises and other legal entities that are active in the same sector equals 10, while the minimum equals 0.
3. Sustainability of the Investment

Article 12


Sustainability of the investment/longevity of business is assigned points in the following way:

1)
If the investment project does not allow dislocation of factory/machines and equipment out of the territory of the Republic of Serbia – the number of points ranges between 6 and 10;

2)
If the investment project does allow for the equipment, devices and plants to be dislocated out of the territory of the Republic of Serbia, but involves high costs and is time consuming (three to five years) - the number of points ranges between 1 and 5;

3)
If the equipment, devices and plants can be dislocated out of the territory of the Republic of Serbia in a shorter period of time (up to three years) 
and with minimal costs – the number of points equals 0.

The maximum number of points based on the criteria of sustainability of an investment/ longevity of business is 10, while the minimum equals 0.
4. Effects of Investments Related to Research and Development

Article 13


Effects of investments related to research and development are assigned points as following:

1)
Based on the share of high technology in the investment project, namely:

a.
If the investment project includes activities that are considered new economy (telecommunications, micro-electronics, information technology, bio-technology, new materials etc.) – the number of points equals 5;

b.
If the investment project mostly includes high technology (a high-



technology project) – the number of points ranges between 3 and 4;

c.
If the investment project includes technology that is at a middle level of 


development – the number of points equals 0;

d.
If the investment project does not imply use of new technology 



- the number of points equals 0.

The maximum number of points based on the criterion of share of high technology in an investment project equals 5, while the minimum equals 0.
2)
Based on the possibilities of transfer of technology to the enterprises, companies and other legal entities in the Republic of Serbia, namely:

a.
If the investment project includes transfer of technology to the enterprises, companies and other legal entities in the Republic of Serbia – the number of points ranges between 4 and 5;

b.
If the investment project includes a partial transfer of technology to enterprises, companies and other legal entities in the Republic of Serbia – the number of points ranges between 1 and 3;

c.
If the investment project does not include transfer of technology to enterprises, companies and other legal entities in the Republic of Serbia – the number of points equals 0.

The maximum number of points based on the criterion of the possibility of transfer of technology to the legal persons in the Republic of Serbia equals 5, while the minimum equals 0.
3)
Based on the participation of research and development institutions from the Republic of Serbia in the investment project, namely:

a.
If a project includes on going participation of research and development institutions from the Republic of Serbia in the project realization – the number of points ranges between 4 and 5;

b.
If a project envisages a limited cooperation with the research and development institutions from the Republic of Serbia and outsourcing of research and development activities as separate functions of enterprises, companies and other legal entities – the number of points ranges between 1 and 3;

c.
If there is no cooperation with research and development institutions from the Republic of Serbia in the realization of a project – the number of points equals 0.

The maximum number of points on the basis of the criterion of participation of research and development institutions from the Republic of Serbia in an investment project equals 5, while the minimum equals 0.

The maximum number of points on the basis of the criterion of the impact of investments related to the research and development equals 15 while the minimum equals 0.
5.
Effects of Investments on Human Resources

Article 14

Effects of investments on human resources are assigned points according to the level of knowledge and skills that are acquired through the realization of the investment project, as well as its effects on the possibility of implementation of such knowledge and skills in other entities in the Republic of Serbia, namely:

1)
If the level of knowledge and skills is such that it can be used also in other entities within the same sector – the number of points ranges between 6 and 10;

2)
If the level of knowledge and skills refers only to the entity directly related to the realization of the project – the number of points ranges between 1 and 5;

3)
If acquisition of special knowledge and skills is not envisaged – the number of points equals 0.


The maximum number of points that can be attributed on the bases of the criterion of effects of investments upon human resources amounts to 10 while the minimum equals 0.
6. Environmental Impact Assessment
Article 15



Environmental impact assessment for the manufacturing sector and research and development sectors investments are assigned points as following:

1) 
Based on the impact of an investment on the use of natural resources, namely:

a.
If the investment project does not include any activities that exert influence on the natural resources – the number of points ranges between 6 and 10;

b.
If the investment project includes activities that exert an influence on the natural resources, but do not jeopardize their sustainable development - the number of points ranges between 1 and 5;
c.
If an investment project includes activities connected with intensive usage of natural resources that are not renewable - the number of points equals 0.

The maximum number of points on the basis of the criterion of the influence of investment on the use of natural resources equals 10, while the minimum equals 0.
2)
Based on the impact related to the generation of harmful waste materials, namely:

a.
If the realization of the investment project generates only common waste – the number of points ranges between 6 and 10;

b.
If the realization of the investment project generates, apart from common waste, also some special waste, whose storage and disposal is defined by the investment project – the number of points ranges between 1 and 5;

c.
If the realization of the investment project generates waste that has harmful effects on the environment in its unprocessed form – the number of points equals 0.
The maximum number of points on the basis of the criterion of impact of investment on generation of harmful waste materials equals 10, while the minimum equals 0.

The maximum number of points on the basis of environmental impact assessment of investments equals 20, and the minimum equals 0.
7. Volume of International Trade
Article 16


The volume of international trade for investments into the sector of services is assigned points in accordance with the volume of services that will be extended to beneficiaries in markets outside of the Republic of Serbia, namely:

1)
If the service will be extended in the international market – the number of points ranges between 14 and 20;
2)
If a part of services will be extended in the international market – the number of points ranges between 7 and 13;

3)
If the service can be extended on the international market, but that has not been envisaged by the investment project – the number of points ranges between 1 and 6;

4)
If the service is intended only for the domestic market – the number of points equals 0.

The maximum number of points on the basis of the criterion of volume of international trade for investments into the services’ sector equals 20, while the minimum equals 0.
8. Effects of Investments in Economically Underdeveloped Municipalities
Article 17



Effects of investments in economically underdeveloped municipalities are assigned points according to the unemployment rate in the municipality of intended investment, namely:

1)
If an investment project is realized in a municipality in which the unemployment rate in the previous year was at least 30% higher than the average unemployment rate in the Republic of Serbia in the that year – the number of points equals 10;

2)
If an investment project is realized in a municipality in which the rate of unemployment in the previous year was at least 20% higher that the average rate of unemployment in the Republic of Serbia in the that year – the number of points equals 8;

3)
If an investment project is realized in a municipality in which the unemployment rate in the previous year was at least 10% higher than the average unemployment rate in the Republic of Serbia in the that year – the number of points equals 6;

4)
If an investment project is realized in a municipality in which the unemployment rate in the previous year was equal or higher than the average unemployment rate in the Republic of  Serbia for the that year – the number of points equals 4;

5)
If an investment project is realized in a municipality in which the unemployment rate in the previous year was lower than the average unemployment rate in the Republic of Serbia for the that year – the number of points equals 0.


The maximum number of points on the basis of the criterion of effects of investments in economically underdeveloped municipalities equals 10, while the minimum equals 0;

9. Letter of Intent of Local Authorities

Article 18


The letter of Intent of the local authorities, in which the investor intends to invest, is assigned points in accordance with the readiness of the respective municipality to support the investment by offering benefits related to the payment of fees or rent for the construction land, namely:

1)
With regards to the construction land development fee: 

a.
If a municipality has taken a commitment to exempt the investor from the obligation of payment of a construction land development fee – the number of points equals 10;

b.
If a municipality has taken a commitment to approve a delayed payment of construction land development fee for a period that cannot be shorter than ten years – the number of points equals 5;

c. 
If a municipality has taken a commitment to approve a delayed payment of a construction land development fee for a period that cannot be shorter than five years – the number of points equals 3;

2)
With regards to the fee for the usage of construction land, if a municipality has taken a commitment to exempt the investor from the obligation of paying a fee for the use of construction land for a period that cannot be shorter than ten years – the number of points equals 10;

3)
With regards to the rent of the construction land: 

a.
If a municipality has taken a commitment to approve the exemption of investor from the obligation of payment of rent for the construction land – the number of points equals 10;

b. 
If a municipality has taken a commitment to approve a delayed payment of the rent for construction land for a period of no less than ten years – the number of points equals 5;

4)
If an investor does not possess a letter of intentions – the number of points equals 0.


The maximum number of points based on the criterion of a Letter of Intent of local authorities in which the investor intends to invest, equals 20, while the minimum equals 0;

The Method and the Procedure for Assigning the Funds
1. Public Announcement
Article 19


Funds can be allocated in the procedure that is carried out in accordance with a public announcement and this Decree. 


A public announcement is prepared and published by the Serbia Investment and Export Promotion Agency (hereinafter referred to as “Agency”).


A public announcement is published in a daily newspaper that is distributed on the entire territory of the Republic of Serbia and on the website of the Agency. 

A public announcement should contain the following:

1)
Data on the funds allocated;

2)
Conditions for funds’ allocation;

3)
Criteria for the assessment of an investment project;

4)
Deadline for submitting the application;

5)
Details of the address at which the information regarding participation in the procedure of allocating funds and the data referring to the contact person can be obtained;

6)
Details of the address to which the application should be submitted;

7)
Date set for opening of the applications.

2. Application

 Article 20

The application for participation in the procedure of assigning funds (hereinafter referred to as “the application”) is submitted to the Agency by the deadline stated in the public announcement. 


An application has to be submitted in Serbian language, but a foreign investor may submit it in English language.

The application has to contain the following: 

1)
Basic information on the party submitting the application i.e. the investor;

2)
Details regarding the investment project;

3)
General information on the investor (vision, objectives, information on the products and services, data on sales and main export markets);

4)
General information on the legal person registered in the Republic of Serbia if the party submitting the application is a foreign investor.

Along with the application, it is necessary that the following is submitted as well:

1)
The investment project for which the financing is sought;

2)
The balance sheets and the income statements for the previous three years of operations with the report of an authorized auditor, while a foreign legal entity should submit both the original and a certified translated copy;

3)
The projected balance sheet and the income statement, as well as a report on the expected cash flow for the next three years of operations of the investment project, starting from the date when the application is submitted;

4)
The certificate from the Serbian Business Registers Agency that is submitted by the investor with headquarters in the Republic of Serbia or a certificate from the respective registry of the state in which the investor has his headquarters, certified by the institution in charge, as well as a certified translation of the certificate, all of which should not be older than three months. 

The Minister of Economy and Regional Development (hereinafter referred to as “the Minister”) will in more detail define the content and the form of the application. 

3. Commission for the Assessment of Aplications
Article 21


The Commission for the Assessment of Applications (hereinafter referred to as “the Commission”) decides whether the conditions and criteria specified in this Decree have been met.


This Commission is formed by the decision of the Minister. 


The Commission has a president and a minimum of four members. In total, the number of members of the Commission including the president must be an odd number.


The president of the Commission and one member are nominated upon the proposal of the Minister. 


Members of the Commission are nominated upon a proposal by the Minister of Finance, Minister without Portfolio in Charge of Coordinating the National Investment Plan and the Director of the Agency. 

4. Opening of Applications

Article no. 22


Opening and assessment of applications is a public procedure. 


The Agency may decide, in special cases and on the grounds of a business, official, military or state secret, not to make the procedure of opening of applications public, which should be stated in the public announcement. 

5. Assessment of Application

Article no. 23


The Commission will not consider untimely and/or incomplete applications.    


The overall assessment of applications or of the investment project following all the criteria represents the sum of points allocated by the members of the Commission and divided by the number of Commission’s members. 


The Commission shall assign funds following the priority list of investment projects that is formed on the bases of the number of points received.

   
Upon the completion of the procedure of assessment, the Commission shall make a decision on whom to assign the funds and this decision states the information on the project’s investor, the investment project and the amount of funds assigned to the project. 


The Commission shell send out information on the results of the procedure of assessment, together with justification, to all the participants in the procedure of the funds allocation within a period that cannot exceed 30 days starting from the date of the finalization of the procedure or from the date when the decision on assigning the funds has been taken. 

Objection

Article 24


The participants in the procedure to whom funds have not been assigned have the right to object. 


Such an objection is submitted to the Minister within a period of eight days starting from the date of receipt of the information with justification.


The Minister shall decide on the objection within 15 days starting from the date of receipt of the objection. 

Use of Funds

1. Request for Disbursement of Assigned Funds

Article 25


Disbursement of funds allocated is carried out on the basis of the request for disbursement that is submitted to the Agency by the funds’ beneficiary, in accordance with the decision on the funds’ allocation. 


In the request from the paragraph 1 hereof, the amount of funds for which the disbursement is requested should be expressed in Dinars.

2. Dynamics of Disbursement

Article 26


The assigned funds will be disbursed periodically in increments of 25% of the total amount of the assigned funds, namely: 

1) 
Upon signing of a contract on sale/purchase or an agreement on the land rental;

2)
Upon obtaining a construction permit;

3)
Upon obtaining a usage permit;

4)
Upon achieving full employment envisaged in the investment project.


The amounts that have not been paid out from the previous period are transferred for payment to the next payment period. 

3. Contract on the Use of Funds

Article 27


Mutual rights and obligations related to the use of funds are regulated in the contract that is signed by the Ministry in charge of Economy and Regional Development (hereafter: The Ministry) and the beneficiary.


The Ministry may terminate the contract in each phase of its execution if it is determined that the beneficiary does not fulfill the criteria established by the contract and related to the dynamics of investment realization. 


In case of unfulfilled contractual obligations related to the use of funds, the Ministry is entitled, on the basis of beneficiary authorization to charge that account and on the basis of the issued bank guarantee, to charge the account for the amount of disbursed funds and statutory penalty interest. 
4. Bank Guarantee
Article 28


The beneficiary must provide the Agency with an authorization to charge that account for the entire amount of approved funds including the statutory penalty interest for the period of funds utilization.
The funds’ beneficiary must provide a payable guarantee issued by a commercial bank that is active on the territory of the Republic of Serbia including:

1)
the entire amount of funds approved, together with the statutory penalty interest, that will be presented upon signing of the contract from the Article no. 27 of this Decree; or

2)
the amount of approved funds paid out periodically, together with the statutory penalty interest, according to the Law and presented before each payment period in accordance with the Article 26 hereof. 

Report on the Realization of Investment Project

Article 29


The beneficiary submits to the Agency semi-annual reports on the realization of the investment project for which the funds have been assigned. 


The beneficiary submits, at the end of each year, a report related to the business activities that have been carried out, prepared by an independent auditor.   

Period of Application

Article 30


This Decree is to be applied in the period of three years counting from the date of its enactment. 

Enactment of the Decree

Article 31


This Decree enters into force on the eighth day upon its publication in the “Official Gazette of the Republic of Serbia.”
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