On the basis of Article 45, paragraph 1 of the lawGovernment, ("Official Gazette
RS", No. 55/05, 71/05 — rectification and 101/07),

the Government adopts

STRATEGY
OF RAILWAY, ROAD, INLAND WATERWAY, AIR AND INTERMODAL TRANSPORT
DEVELOPMENT IN THE REPUBLIC OF SERBIA, 2008 - 2015

[. INTRODUCTION

Strategy of railway, road, inland waterway, air antermodal transport development in the
Republic of Serbia from 2008 until 2015 (hereinaftetrategy) identifies the condition in the

transport sector, puts forward a concept of theeldgment of infrastructure and transport,
defines goals and objectives of transport systemweldpment and Action Plan for their

implementation, bearing in mind a need for a snatade development of the transport in the
Republic of Serbia. Guidelines for such developntemte been drawn up on the level of the
whole system and are based on safety and interibogalnciples, the application of new

technologies, complementary use of all transportdesoand, above all, on the rational
exploitation of available capacities and resoutnethe country, to the benefit of all inhabitants
of the Republic of Serbia.

This strategy is goal oriented and based on thiervifor 2015, taking into account the social
development, determination to accession to the figamo Union, sustainable development of the
transport system and stable institutions.

When considering the importance of the transpartosen any country, two dominant aspects
are observed: the quality of life and overall ecoio development Transport has direct
influence on individual mobility and accessibilay closer and more remote areas, but, due to its
significant impact on the rational use of timeinftuences the quality of life in a broader sense.
The Strategy may define the influence of transpartife quality and economic development,
both regarding the individual and the society asale.

Better transport infrastructure in the RepublicS&rbia makes it possible for more goods and
services to be produced, spent and exported, isiaggeneral welfare.

Transport infrastructure may be perceived as atrument for even regional development,
strengthening the territorial integrity and presegwcohesion of a country.

Directed investments may contribute to more evetridution of GDP per inhabitant. When
planning, one should bear in mind that the econangifferent regions has different structure
and that some of them are more dependent on thepwa than others.

In order to have positive influence on the econodewelopment, the transport system must
reach a certain level of development. The currentltion of the system can be explained by the



consequences of the economic decline in the pd898@-2000 and the slow recovery. In order to
reach the level of development of the EU candidatentries and EU members, it is necessary to
reach the level of development comparable withéhosuntries. The Strategy defines the steps
on this path and identifies priorities.

Phases of railway, road, inland waterway, air amrmodal transport development in the

Republic of Serbia are: restoration, reconstructim modernization and construction. The
speed of the realization of these measures vatiffers on transport modes and depends on
political interests of the European Union and othmymbers of the international community,

International financing institutions, on financapability of the state as well of the development
of the political situation in the Republic of Sexbi

In the restoration phase the aim is to bring thadport system into the projected condition, as a
basis for further investments. After this phaskpatts of the territory of the Republic of Serbia
will be accessible for transport, damage to theastfucture will be fully eliminated and the
basic level of service will be provided on the netks of all transport modes. This phase will be
financed with the support of long-term loans framernational financing institutions, grants and
from domestic sources.

In the reconstruction phase the aim is to reachetsd which is comparable and compatible with
the one in the European Union member states, éoptinpose of equalizing the characteristics of
transport infrastructure and flows.

Identified bottlenecks in the Republic of Serbiall iie eliminated. Border crossings and
procedures will fulfill international standards. &hphase will be financed by loans of
International financing institutions, European Unfands and from domestic sources.

In the phase of modernization and constructibae aim isthat the transport system of the
Republic of Serbia is compatible with the transpsystem in the European Union with a
tendency towards further modernization. After castipg this phase, the Republic of Serbia will
be ready to sustain most European Union standartteeitransport sector, transport chains on a
high level will be provided, and the transport nerkn the Republic of Serbia will be
competitive. Financing the phase will be provideonf European Union funds, International
financing institutions loans, local funds, Publievte Partnerships etc.

Rational and consistent policies of developmentestain transport modes will contribute to the
economic prosperity and will enable efficient usean@ans from the budget of the Republic of
Serbia and they will provide the increase of traffiafety and the instruments for efficient
infrastructure management.

Since public investments and investments into partsinfrastructure significantly affect the
environment, parts of the Strategy for certain gpomt modes anticipate the measures of
environmental protection and sustainable developruet provide their implementation.

The approach to transport in the Strategy is basdtie following principles:



1. the transport strategy must focus on providing kfuality, environment protection,
welfare and mobility of the individual;

2. active approach to transport affects transportesysdevelopment and does not respond
only to demand by adapting to events. A successifdl active transport strategy offers
interrelated solutions for all modes of transport;

3. transport strategy takes care of long term objestiof the country and harmonizes them
with the goals of the individuals;

4. transport strategy is active in the areas wheretygapopulation health or environment
protection are jeopardized by uncontrolled transpgstem growth.

The Strategy has the following functions:

=

it gives the guidelines for decision making in ttnansport sector and the planning
document which comprises operation of all modesanfsport;

2. it is the source of information on condition, plerhs, scenarios, general goals, goals
according to transport modes and certain measur#® itransport sector;

it channels and gives information to economy anterested citizens;

it lays down guidelines for decision making tolblic administration bodies and

bodies on local level.

how

The basic concept of the Strategy has been detedniiy a long term goal - membership in the
European Union, which Serbia has set as its sicategl national goal. It is necessary for the
Republic of Serbia to define its European posittongreate and implement the transport policy
which will use its opportunities and concentrateitsnstrengths; the Republic of Serbia has to
determine its position towards neighbors; and duamsport policies versus each neighboring
country.

When creating the long-term strategy of transpetivork development it is important to be
objective in differentiating the goals of the Relwlmf Serbia and the region of South East
Europe, so that their interests would be harmoniadteir mutual benefit.

The strategy and policy of transport sector develeqmt in the Republic of Serbia until 2010,
adopted by the Government in 1998, set a frameworkall relevant issues, mostly in
accordance with the approach of the European Ustidimat time, as well as with the approach of
other relevant bodies but the framework is too & and has been outdated by the
development of the situation and is therefore irsgide to apply due to political and economic
changes in the country and the environment.

Documents which establish the framework for that®gy drawing up are the following:

1. Law on Spatial Plan of the Republic of Serbia (i€#l Gazette RS”, no. 13/96),
contains a chapter "Transport and Communicatidégén though the recommendations
of this Spatial Plan look unrealistic in the cutrenonomic and political climate, general
guidelines, particularly those which consider awors and intermodal transport nodes,
still remain and could be applied in the future;

2. The Regional Infrastructure Project of the BalkéREBIS Transport) from 2003;



3. The National Strategy of the Republic of Serbia Aacession to the European Union,
June 2005;

4. Strategy of the Regional Development of the ReputiiSerbia for the period from 2007
to 2012 (“Official Gazette RS”, no. 21/07);

5. Strategy of Integrated Border-Crossing Managemetié Republic of Serbia (“Official
Gazette RS”, no. 11/06);

6. The Strategy of encouraging and developing for@igestments (“Official Gazette RS”,
no. 22/06);

7. Strategy that regulates economic development oRgqublic of Serbia;

8. Strategy for Poverty Reduction in the Republic eftfa.

Other papers dealing with the railway, road, inlamdterway, air and intermodal transport
strategy in the Republic of Serbia are specificalhd segment oriented to specific transport
modes assuming their own development scenariomdidvidual subjects of transport sector for
different planning periods.

Strategic goals of the railway, road, inland watgywair and intermodal transport development
are in the Addendum 1, Action Plan — goals, adéigiand activity holders of the execution of
the Strategy of railway, road, inland waterway, and intermodal transport development in the
Republic of Serbia from 2008 to 2015, which is fgthtogether with the Strategy and makes its
constituent part.

The abbreviations that are used in the Strateggmagve the following meaning

AGC European Agreement on Main International Rayllmes;

AGN European Agreement on Main Inland Waterways Imternational
Importance;

AGR European Agreement on Main International Tcafrteries;

AGTC European Agreement on Important Internaticd@ambined Transport
Lines and Related Installations;

ADR European Agreement concerning the Internatio@drriage of
Dangerous Goods by Road;

ADN European Agreement Concerning the Internatioidrriage of
Dangerous Goods by Inland Waterways;

GDP gross domestic product;

DTD Danube Tisa Danube Canal,

ITF International Transport Forum — earlier CEMT);

EU European Union;

EK European Commission,;

EIB European Investment Bank;

EAR European Agency for Reconstruction;

EBRD European Bank for Reconstruction and Develogme

ECAC European Civil Aviation Conference;

EASA The European Aviation Safety Agency;

EURO RAP The European Road Assessment Programme,;

EUROCONTROL  European organization for air navigatafety;



HLG

IPA
ICAO
ITS
JAA
MAP
IFI
PPP
RID

REBIS
RO-RO

FTC
SEETO
TEU
TEN-T
IWW
IWT
uIC
uic C

FIDIC
HUCKE-PACK
CARDS

CEE
CER/GRB/CCFE
WB

High Level Group for the extension of the majofrans-
Europeantransport axes to the neighboring courdnesegions;
Instrument for Pre-accession Assistance;
International Civil Aviation Organization;

Intelligent Transport Systems;
Joint Aviation Authorities;

Multi-Annual Plan for the development of the Cbietwork;
International Financing Institutions;

Public Private Partnership;
Regulation concerning the International Careiad Dangerous Goods
by Rail,

Regional Balkans Infrastructure Study-Tramspmal Report;
transport of the road vehicle, railway wagwnntermodal transport
units by boat;

Freight transportation centre;

South East Europe Transport Observatory;
Twenty-foot equivalent units;
Trans-EuropeanTransport Network;
inland waterways;
inland waterway transport;
International Union of Railways;
Vehicle cargo gauge that allows transportatbroad freight vehicles,
road semi-trailers and great containers with spe@ilway wagons;
The International Federation of Consultinggifreers;

combined railway and road transport;

EU assistance program;
Central and Eastern Europe;

Community of European Railways;
World Bank.

II. OVERVIEW OF THE CIRCUMSTANCES IN RAILWAY, ROADJNLAND
WATERWAY, AIR AND INTERMODAL TRANSPORT IN THE REPUBIC OF SERBIA

1. Economic background

When defining the strategic framework and the goélsailway, road, inland waterway, air and
intermodal transport development, the starting goimust be the estimate of the current
conditions, functional capability to reach the sebnomic goals and the coordination with
developing strategies of other countries and irtigns.

2. External environment

Within the international context there is a broadtegic and institutional framework which has
to be adhered to during the preparation of theonatistrategy of railway, road, inland waterway,



air and intermodal transport. The most importaguarents of this framework for the Republic
of Serbia are:
1. The White Paper of the European Commission “EunopB@ansport Policy for 2010:
Time to decide”;
The ECMT decisions on Pan-European corridors aeasar
The HLG Final Report, November 2005;
The EK Aid Program on preparation of study and gebflocumentation (EAR);
The activities of the European Agency for Recorciion;
The support of international financing institutiqi&dB, EBRD, WB);
The REBIS study;
The SEETO Multiannual Plan.

N RAWN

The White Paper "The European transport policy2fiitO: Time to decide”, establishes common
EU transport policy goals, based on the systerman,ptonsidering intermodality. Basically it

says about the development of trans-European nkepiar determination of prices in transport,

environment protection, traffic safety, social r@sgibility, strengthening of the internal market
and strengthening of the external dimension of riinrket (transit and export of transport
services).

The Pan-European corridors and araa&sdefined during two Ministerial conferences (ECM
Crete in 1994 and in Helsinki in 1997). The ainHfG, which was established in 2004, was to
identify a sub-set of networks that best conneetEtJ (TEN network) with its neighbors and
strengthen regional integration in the long terrhe Tmost important segments of the trans-
European network on the territory of the RepubfiSerbia are:

1. Corridor X with its branches Xb (Belgrade-Budapest) and Xas{8bfia), which is the
most significant road and railway route in the Rauof Serbia. It is defined as the part
of South East multimodal axis in the HLG Final Repand a part the Core Regional
Transport Network (hereinafter: Core Network), amdconnects Austria/Hungary,
Slovenia/Croatia, the Republic of Serbia and Buégitacedonia/Greece. On this
Corridor in the Republic of Serbia, there are 792 & roads and 760 km of railway
lines;

2. Corridor VII (the Danube River) which connects Central Europeutdh the Republic of
Serbia with the Black Sea, and a part of the S&ast multimodal axis. It is a border
river and on its watercourse through the Repuli§erbia has the length of almost 600
km.

The HLG Final Report from November 2005, defines Buropean priority projects on Pan-
European Corridors VII and X regarding extensionT&N-T to the neighboring countries and
regions. The report also treats so called “horiabissues”: intermodality, interoperability, safety
and security in transport and infrastructure, reahowf non-physical barriers and traffic
management.

The European Commission, within the CARDS progrand International Financing Institutions
EIB, (EBRD and WB support major investment projeictsthe Republic of Serbia, oriented
towards urgent programs for infrastructure mainmteea construction and reconstruction and



institutional capacity building projects. This sapi above all for infrastructure projects along
European corridors, is expected to continue irstheeral following years.

IPA the new Instrument for Pre-accession Assistam&e established in 2005, according to the
Council Regulation (EC) No 1085/2006 of 17 Julyp@Qestablishing an Instrument for Pre-
Accession Assistance (IPA). Priorities and finahmsaources for implementation of the projects
are defined in the Multi-annual Indicative Plannidgcument (MIPD) prepared by the EK in

consultations with the National IPA Coordinator anigtrested ministries.

IPA is intended exclusively for the needs of thegesss of stabilization and accession to EU and
in the Republic of Serbia it has substituted CARD&ram. An amount of EUR 186.7 million
is intended for projects in the Republic of Seihi2007.

The REBIS project, was financed by EK through CAR&f completed in July 2003, covers
Albania, Bosnia and Herzegovina, Montenegro, FYRfacedonia, Croatia, and Serbia
including UNMIK (UNSCR 1244). The final REBIS studgport focused on the multodal
Core Network, similar to the trans-European netwairthe European Union.

SEETO was founded as a part of EU 2003 Regional @&Rrogram that includes Albania,
Bosnia and Herzegovina, Montenegro, FYRO MacedoGiaatia, Serbia including UNMIK
Kosovo (UNSCR 1244) and one of the main tasksapgmation of MAP. Up to now MAP 2006-
2010 and MAP 2007-2011 were adopted and MAP 2002-20being prepared.

3. Influence of the environment

The Republic of Serbia is encircled by the Pan-geam corridors and their branches: Budapest-
Arad-Craiova-Sofia-Thessaloniki (Corridor 1V); Ard&licharest-Constance (Corridor IVa
branch); Budapest-Samac-SarajevosBlqCorridor Vc branch); Valona-Tirana-Skopje-Sofia
(Corridor VIII). In the proximity of the Republicf&erbia there is also Adriatic motorway which
will connect Va and Vc Corridor branches along thdriatic coast (Rijeka-Plk®), through
Montenegro with Corridor VIl in Valona.

The mentioned corridors are being constructed llgasspecially after the accession of Bulgaria
and Romania to EU. On the eastern border of theuBlepof Serbia, Corridor IV is being
constructed, on the west Corridor Vc, on the sdddmridor VIII and on the southwest the
Adriatic motorway. In the context, the traffic vahe on the Corridor X can stagnate and even
diminish.

International transit through the Republic of Sartid not return on Corridor X after 2000, as it
was expected, since transit flows of passengerscargb were directed to other routes and/or
modes of transport back in 1990's, discouragedlayge number of border crossings, length and
conditions of checking, unpredictable events etc.

The introduction of the visa regime (new membetesta Hungary, Rumania, Bulgaria), border
crossing and customs formalities and intensive ldgweent of certain sections of highways



network in South-East Europe objectively reduce phespects of attracting more intensive
transit flows to the road sections through the Répwf Serbia in the immediate future.

The highway route through North Greece (Via Egnasihould be particularly taken into
account, since it attracts the flows from the Neast, Turkey, Bulgaria and Macedonia to ferries
across the Adriatic Sea to Italy, a more rationadl anore favorable connection with West
Europe, completely altering the overall picturdhad transport flows in the region.

On the territory of the Republic of Serbia the dathan the routes N-E - S-W (Ukraine-
Romania-Italy) and East-West (Bulgaria-Bosnia aretzidgovina) will rise, which will be the
result of both domestic and new transit flows.

Having in mind that in 2000 the basic political sea for the traffic isolation of the Republic of
Serbia vanished, there are serious argumentstbaiboute Timisoara-Belgrade-Podgorica-Bar-
Bari should get the status of the branch of Corrddaand that the route through the valley of
Zapadna Morava should become part of the Core N&two

Corridor X has relatively higher importance as ansit route than as an axis of spatial
development of the Republic of Serbia, since vegpiBcant concentrations of population and
activities are outside its immediate area of inflces first of all in west of the Republic of Serbia
and in the valley of Zapadna Morava.

On the other hand, some other transport routeBdarcountry have very intensive traffic today,
with significant growth rate (the internal abovg alithout a role of transit transport- e.g. routes
Beograd€atak and Pojate-KruSevac-Kragujevéesak-PoZega). Therefore, it is necessary to
take into serious consideration other possibletesjra road routes, which, on one side, are
connected with the road routes in Bosnia and Henzeg and Montenegro, and on the other,
with Rumania and Bulgaria.

4. Transport sector in the Republic of Serbia
4.1. Road transport

With the total road length of about 38,000 km, thad network in the Republic of Serbia is
well-developed, although its quality is reduced doiensufficient investments and inadequate
maintenance in the period 1990-2000. On the teyridd the Republic of Serbia there are about
792 km of roads of Corridor X and its branches XHd Xc.

The rehabilitation of roads started in 2001 and é@stimated that the additional EUR 600 million
is needed for the initiated network reconstructidnout EUR 6.2 billion will be required for the
rehabilitation and maintenance of state and regiaa network in the next ten years.

Insufficient funds for modernization and mainteraaid the road network and obsolete vehicle
fleet significantly reduced the safety aspectsaafdrtraffic. With the motorization rate in the
Republic of Serbia of about 224 vehicles per 100@bitants (2005), the number of fatalities is
more than five per 10,000 registered vehicles, wigcalmost five times more than in the EU



best performing countries. In 2006 in the Repubfi&erbia, in traffic accidents, there were 900
casualties, and 18,407 were injured, and since 98 Republic of Serbia 18,000 people were
killed and more than 266,000 people were injurdteré&fore, the safety level on the roads in the
Republic of Serbia cannot be considered satisfactor

Road transport in the Republic of Serbia represartgnamic and dominant mode of transport,
with the share of about 80% in the total freiglansport, i.e. of about 74% in total passenger
transport. Economic entities that perform roadgpemt were previously in social ownership, are
now mostly privatized and operate in the conditiohdree competence, and the role of state
entities is limited to regulation of the sphereamlng issuance of licenses, permits for road
transport, monitoring etc.

International road transport in the Republic of bter namely the access to international
transport market, is generally performed in thetguegime of bilateral and multilateral CEMT
permits, which additionally affects the competitiess of our carriers on the international
transport market, when significant administratived gphysical obstacles exist (still there is
insufficient visa regime for professional drivedglay on border-crossings etc.).

Road network management is within the competen¢keoPublic Enterprise “Roads of Serbia”.
The municipal road and street network is within ¢benpetence of local self government bodies.

4.2. Urban and suburbgublic transport

Urban and suburbapublic passenger transpdrivolves road, railway and inland waterway
transport. The regulations on urban and suburban public passetnansport are within the
competence of local authorities.

In 2000, in the Republic of Serbia, mobility wasoab 2-3 times lower than in developed
European countries, while 96 % of the passengeds/8f passenger-km were related to daily
movements, mainly in urban areas, and only aboutrf®s and 30% passenger-km were related
to occasional trips.

Public transport of the passengers in urban aeagynificantly higher compared to the areas

beyond the cities. About two thirds of the trips anade by urban and suburban public transport
means, while one third is inter-city trips. Morauhone third of the population in the Republic of

Serbia lives in six major cities, about 95% of thps are made in those cities. The railways has
considerable share in urban and suburban pubhsp@t only in Belgrade (Beovoz).

Since 75% of the population is living in citiesarisport services and infrastructure in cities need
a special attention. International experiencesrlylgoint to the need for participation of local
self government units in financing public urban anturban networks.



4.3.Railway transport

The main railway lines pass through almost all maijtees and intersect in the zones of Belgrade
and NiS. The total length of the Republic of Sensidway network is 3,809 km, 1,768 km of
which are the main lines and 1,247 km (32.7%) &etrfied.

Only 7% of the lines (276 km) are double-trackelde Biverage network density, satisfactory on
the Republic of Serbia level, is very uneven amghificantly decreases towards the south of the
country.

About 25% of the main tracks on the railway netwiorkhe Republic of Serbia are on Corridor
X and its branches Xb and Xc.

Only about 45% of the railway lines in the RepuldicSerbia have allowed axle load of 22.5 t,
while 30% is less than 16 t.

Allowed speed exceeds 100 km/h on only 3.2% oflithess, and major part (about 50%) of the
network allows maximum speed of up to 60 km/h. Wile exception of the line sections
between Belgrade-Siand Velika Plana-Nis, which are double-track, eifienl and in some
sections allow greater speeds, all other lines halisolete technical and technological
parameters. Even on these line tracks, there atmse in very bad condition, so that the speed
limit is often temporarily set at 20 km/h or less.

Public Enterprise (PE) “Serbian Railways” has ab#8® locomotives, 8,500 freight cars and
550 passenger cars. The rolling stock is relatioddlyand unreliable. The average age of railway
cars is over 30 years and the degree of availbdigpending on the type, varies between 26%
and 61%.

Insufficient investment into basic maintenance loa tailways is the result of previous general
economy drawback, poor organization, lacking resesir social and personnel policy. The
current condition of the railway infrastructuresisecified with the need of track reconditioning
and modernizing of about 1,000 km of main lines, about 57% of main routes or 26% of the
complete railway network. It is estimated that abBWR 3.9 billion will be needed for the
rehabilitation and maintenance of the railway netwno the next ten years.

Public railway infrastructure management, publangport of the passengers and goods and the
rolling stock maintenance are mainly within the patence of PE "Serbian Railways”. At the
end of 2000, this company employed almost 33,0Giplee whereas by the end of December
2006, the number of employees dropped by over 3@%®hout 20,857.

PE Serbian Railways are facing poor infrastructtomadition and the lack of modern rolling

stock. Rehabilitation and improvement are needethenwhole length of Corridor X, which is
the backbone of the system (25% of the networkaced 50% of transport activities).
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4.3.1. Railway Directorate

Railway Directorate was established as a separg@nzation to deal with expert, regulatory
and other affairs in the sector of railway transpegulated by the Law on Railways (“Official
Gazette of RS”, No 18/05).

4.4. Inland waterway transport

The Republic of Serbia has favorable economic aedgphic features for cargo inland
waterway transport (IWT). The potential (rivers azahals) is significant, but the infrastructure
condition is not satisfactory. After 1990, thereswasignificant maintenance backlog of IWW
and related infrastructure.

The basic elements of the inland waterway systerthererritory of the Republic of Serbia are
the Danube, the Sava and the Tisa, (total lengthutaB60 km), as well as the network of
navigable canals within the Hydro-system Danube-Danube (HS DTD - 600 km). The total
length of inland waterways in the Republic of Saylat the average water level, is about 1,680
km.

Regarding the annual transport volume and capaitigy,most important ports are: Belgrade,
Partevo, Smederevo and Prahovo. Most of the ports @mdnwaterways in the Republic of
Serbia are connected with main railway lines aratiscor are very close, which has strategic and
logistic importance. Only ports Belgrade and &m0 have container terminals, although the
container transport volume was very low, while tiber ports offer various services and are
mostly specialized for general and bulk cargo.

The fleet on IWW in the Republic of Serbia consstts&bout 450 vessels, mostly obsolete, with
the available transport capacity of about 435,@0@ tand the total power of 68,000 kW.

In 2000, the overall turnover of the ports was aaibyput 40% of the turnover from 1989. The
massive decline in turnover was the result of ddimésansport decrease. In 2004, the freight
transport in ports increased slightly and reach&d@8llion tons.

It is estimated that about EUR 290 million is neette the rehabilitation and maintenance of the
inland waterways system in the next ten years. additional EUR 220 million is necessary for
the development of intermodal transport.

It is expected that, due to the restoration andesse of production in large industrial plants in
the Republic of Serbia (steel works, chemical inuscement and oil), the inland waterway
transport demand will substantially rise becausésafomparative advantages.

Passenger transport on inland waterways in the IRiepof Serbia is above all of tourist
character. The number of passengers - tourists wgibthe Republic of Serbia on their river
cruises significantly rises every year and will thee foundation for the development of
significant economic activity in the field of trgpt, tourism, trade and other services.
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4.5. Air transport

Air transport in the Republic of Serbia is obseriredelation to airports, airline companies, Civil
Aviation Directorate of the Republic of Serbia akid Traffic Control Agency.

The volume of operations in air transport in thept#ic of Serbia in 2004, was 1,387 billion
passenger-km or about 185 passenger-km per pemorygar. Compared with about 650
passenger-km per person per year in EU-15 it mayoheluded that that the growth rate will be
high and that the growth per person per year stable

4.5.1. Airports

In the Republic of Serbia there are about 80 aigptreliodromes and airfields registered. Four
airports (Belgrade, NiS, VrSac and Bor), are usmdcbmmercial purposes. Belgrade Airport
“Nikola Tesla” and Nis Airport “Konstantin Veliki’being a part of the Core Network, are used
for international flights and Airport PriStina isircently under administration of UNMIK and
NATO forces.

“Nikola Tesla” Airport in Belgrade is the biggestort in the Republic of Serbia, where 75% of
passenger and 90% of freight transport is perforrmée capacity of the airport is above 5.6
million of passengers a year, and at the momenerttan 35% of the capacity is being used.
The Republic of Serbia is a founder of “Nikola T&sAirport.

In the first six months in 2007, there was a groweththe number of passengers of 13% and of
traffic of airplanes of 1% compared to the lastryead services of the airport were used by
1,728,917 passengers and there were 30,538 operatoformed.

“Nikola Tesla” Airport is equipped with specific rpbrt equipment and vehicles for
loading/unloading and transport manipulations nviseng modern passenger and cargo planes.

In this respect, a new cargo terminal and logistntre for domestic and international freight
transport are expected to be constructed. At thenemd the mentioned project is it the phase of
initiation of public tender procedure for the sélee of the best bidder

Transformation of military purpose is planned faparts Kraljevo-Ladjevcibatajnica, Uzice-
Ponikve and Sjenica into civil airports. Feasipilstudies regarding the transformation have to
include analysis of primary purpose, service aregessary equipment, as well as financial
resources needed for realization of the whole E®ce

4.5.2. Airline companies

Public Enterprise “JAT Airways” was founded by tiepublic of Serbiafor performing

transport of passengers and freight. PE “JAT Airsialyas 16 large operational aircrafts of
average age of over 20 years (according to data Aagust 2007: ten B737-300, one B737-400
and five ATR-72). In 2006, PE “JAT Airways” trarmped 1,200,000 passengers (20% on the
lines to Montenegro and 80% on international linesl about 4,000 tons of cargo. The
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scheduled flights network of PHAT Airways” reaches 35 towns with the total of 174ekily
departures in a summer season. The overall defreseaf air fleet capacity in 2006 was about
47%, and of seating capacity 57.1%.

In the Republic of Serbia besides PEAT Airways” there are several smaller companies
performing charter and cargo transport, as welia$axi. In the process of privatization of PE
“JAT Airways”, a consultancy firm was selected fpreparation and implementation of a
privatization strategy for the public enterprise.

4.5.3. Civil Aviation Directorate

Civil Aviation Directorate of the State of Serbiadathe State of Montenegro was established in
October 2003, in order to provide conditions fohimdered performance of activities needed for
execution of rights and duties in the sphere oft@nsport and application of international
standards and recommendations in the sphere. Biakdown of the State Union of Serbia and
Montenegro, the Republic of Serbia undertook thaldishment rights in the Directorate and the
name was changed into Civil Aviation Directorateled Republic of Serbia.

In 2005 Serbia and Montenegro became a member R@LONTROL and JAA. In 2006
Multilateral Agreement on Establishment of Europ€&ommon Aviation Area and Agreement
on certain aspects of air services, so-called ldoted Agreement were signed.

For the sake of development and safety of airitrafhitensive cooperation is continued with
international organizations in the sphere of caxlation: ICAO, EUROCONTROL, ECAC and
JAA.

4.5.4. Air Traffic Services Agency of Serbia andMenegro

The main task of the Air Traffic Services Agency ®érbia and Montenegro (hereinafter:
Agency), as a provider of air traffic servicesmanagement, development and maintenance of
the air traffic control system of civil and militaaircrafts due to safe, regular and efficient air
transport. Within the Agency operational is theifireg Center for air traffic controllers and
other expert staff for its own needs and other joierg' needs. There is also Calibration Service
providing services of testing of operational readmof navigation devices from air.

The Agency offers navigational, meteorological #&xhnical provision of air transport in the air
space of the Republic of Serbia, the Republic ohtdonegro, 55% of upper air space of Bosnia
and Herzegovina, and international waters of saatpart of the Adriatic Sea.

Air space in the Republic of Serbia is divided inggper flight information region (UIR) above
8,500 m (FL285), lower flight information regionlIf) below 8,500 m (FL285), as well as
terminal (TMA) up to 4,500 m (FL145) and airporines.

An average route length in the upper air spacé 4sksn (170NM) and in lower air space is 309
km (116 7NM).
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In 2006 the Agency made the following results:

- total number of operations was 380,2ifhtfs whereat the average flight length was 289
km (156NM);

- total number of flights above the tenryt which is under the competence of the Agency
was 329.711;

- total number of take-offs and landirgsthe airports in the Republic of Serbia and the
Republic of Montenegro was 50,534 flights with g#mual growth trend of 15%.

Joining the system of integrated collection of eoutcharges EUROCONTROL
(EUROCONTROL CRCO) together with other 37 Europeanntries, we provided equal and
regular charging of executed services.

4.6. Intermodal transport

Besides the fact that in the 1990's the intermadalsport was in standstill, there is partially
constructed infrastructure, both on the railwayRaHway integral transport, and in ports (ports
in Novi Sad, Belgrade, Pa&evo and Prahovo) for container trans-shipment. &laee significant
restrictions at the existing terminals, caused hmy ¢urrent locations, obsolete equipment and
available investments for development. Also, otiemes defined terminal network and strategic
development plans have not be implemented.

Combined road-railway transport on the railways besn gradually rehabilitated in the recent
years and is in constant growth. In 2002 it wa9d6,TEU, so that in 2006 it would reach 4-5
container trains daily in transit or about 77,5@UF in import and export there was 13,000 TEU
and in local transport there was 22,000 TEU. The f@as considerably contributed by the
reconstruction of six tunnels and 19 bridges in&@h railway line NiS-Dimitrovgrad, by which
freight profile of trains UIC C was enabled alothg twhole railway Corridor X in the Republic
of Serbia.

Traffic of intermodal transport units in ports wasv in the past years; from the four ports with
container terminals in 2003 container traffic wasgeal only in the port of Belgrade (2200 TEU)
and in the port of Dunav P&evo (550 TEU).

5. Transport market

In 1990's the export and import of goods was carailaly reduced, and due to the imposition of
political and economic sanctions to FRY, the tiad#l transit through the Republic of Serbia
was almost completely stopped. The isolation ofRepublic of Serbia resulted in the drastic fall
of transport, especially railway one, which evernhat end of 2005 did not exceed a quarter of
the traffic in the late 80's. Due to the low lewéleconomic activities, low growth of industrial
production in the period 2000-2005 and insuffidgmeveloped internal transport market, the
degree of use of available transport capacitiegtig low.

At the end of 2005, the transport demand in theuRkp of Serbia is much lower than in the

early 90's. It was growing slowly and at the en®0@®5, it was on the level of between 30 and
40% of the demand in the period 1989-1990.
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There is significant difference in demand betwe®hvidual modes of transport.

According to the Statistical yearbook of Serbia 2006, the railway share in total passenger
transport (realized passenger-kilometers) in 2085 &:3%, the road share 42.2%, public urban
and suburban passenger transport 40.8% and aspweril0.7%. According to the same source,
in 2005, transport performance in the local freigfainsport (in ton-km realized) was 6,832
million ton-km in total, with the railway share 60.96%, IWT share 23.74% and road share of
only 9.95%. The mentioned data do not reveal rgakguation in view of the share of modes on
the transport market, because the applied methggolback in 1980’s, does not include
privately owned economic subjects in road transpanich make its greatest share.

According to the estimate of the Republic Stati&iceau the railway share in total passenger
transport (realized passenger-kilometers) in 200&s 9.2%, the road share 73.8%, and air
transport 17%. Transport performance in the pulnlitan and suburban passenger transport, in
the same year, was 5,456.6 passenger-km. In thlefteight transport in 2006, road share was of
80%, the railway share of 11%, and IWT share 4,5fansport performance of 13,528 million
ton-km in total, with the road share of 48,3%,waiy share 31% and IWT of 13% (the estimate
method was published in a publication “Study, Asaly, Views” No. 138, Belgrade 1999,
Federal Statistic Bureau).

6. Transport demand forecast

The anticipated economic growth changes providé#ses for transport demand forecast. In the
period between 2000 and 2005, according to theiaffistatistical data, GDP growth varied
between 1.5% (in the year 2003) and 7.1% (in tlee 2804), with the average growth of almost
5%. Compared with 2004, the growth in 2005 was 6.5#ts growth also included substantial
privatization revenues. In 2006, GDP growth, coragawith 2005, was 5.8%. Comparing with
the same period last year, in the first half of ylear 2007, GDP grew by 8%. The transport
sector made the greatest contribution in termstvisy and GDP growth.

Expectations in terms of transport demand incré@adeade faster industrial development (steel,
cement, etc.), intensified trade and transit flomesnoval of obstacles allowing free navigation,
improved capacities of transport facilities alorajpFEuropean corridors VII and X. On the basis
of the experience of new EU member states, fashaoa@ development may be expected
immediately before and after the accession to the Ehe GDP growth of 5% per annum (or
more) is not likely to be maintained for a longearipd of time, but will eventually reach
economic growth rate of the EU.

On the other hand, the growth may be diminishedhégative developments, such as political
obstacles on the path to EU membership, lower mtiaiu growth and consequently lower GDP
growth, the issue of repayment of debts, negataufation growth, delay in restructuring of
large public companies in the sector of transgogher fuel prices, unemployment etc.

The following should be taken into account regagdime future demand:

1. transport activities and investments in transpgstesn in the Republic of Serbia will
follow the GDP growth, with corresponding elasigit
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2. modal split will depend on many factors, aboveoallthe economic development of the
country, domestic and regional transport policyazdties and offered services;

3. forecasts for one mode of transport must considpacities and services which will be
offered by other modes competing for the same pr@amsvork;

4. regardless of the results of the forecasts, thaagwr transport growth will be fast,
considering international trends;

5. it is assumed that in the Republic of Serbia logngat transport forecasts will be very
uncertain, even with the use of the best methods;

6. in order to estimate whether a project will rettine investment, risk analysis methods
will have to be used;

7. present modal split, which is estimated at abou88% for road transport, 10-15% for
railway, and about 7% for IWT, will probably conti@ for some time, at least in the next
mid-term period;

8. The existing capacities of transport networks i@ Republic of Serbia, with necessary
modernization and local improvements, will be stuéint in the next ten-year period
(according to REBIS and WB until 2015).

[ll. BASES FOR STRATEGY IMPLEMENTATION

Realization of strategic goals in the sector ofig@ort cannot be reached only by linear path of
activities, and many factors, influencing in paghfind simultaneously, can slow down or speed
up the achievement of objectives. These factors beagf national or international origin and
can be manifested in different periods and in difife ways Generally speaking, in the strategic
approach to transport sector development, it isessary to make use of the advantages and
opportunities being offered, eliminate weaknessesavoid problems which lie ahead.

1. Transport system development

Attracting international transit flows of freighin@ passengersepresents a framework for
shaping the transport system development and getdtiarities in strategic planning.

The Spatial Plan of the Republic of Serbia until@(rovides a legally valid framework for

long-term planning. Taking into account the aboventioned, the transport infrastructure
promotion must primarily focus on the improvemehthe existing networks, the level of safety
and services, construction of additional lanesksa@and by-passes in the context of
environmental improvement, relocation of transiw$ out of the urban city zones, especially
when transporting dangerous cargos, modernizatie@goipment, reconstruction of crossroads
and elimination/rehabilitation of highly risky roakctions.Special attention must be paid to
transport infrastructure facilities and their paiten. These activities should be performed in
full cooperation and coordination with state emgsti public enterprises, economic entities,
entrepreneurs and agencies.
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1.1. Attracting international transit flows

Expansion of economy and marketa permanent task of the state, since the irtefethe
investment of budgetary resources into the trarispestor is primarily directed towards such
contents that will stimulate:
1. general economic development and direct and/orentreturn of investments as well as
long-term sustainability of the investments;
2. the preservation and development of less developeddeveloped areas of the country.

Good transport integration within the internatiofr@meworkswill have stimulating effect on
the Republic of Serbia economy. In the long-terrangport integration in the international
frameworks will increase the budgetary potentialtioé state for the participation in less
profitable transport infrastructure contents. Tit@asport integration will provide more balanced
modeling of the national transport network and dyefitansport connections between peripheral
and economically less developed regions and moneeloj@ed regions. Considering the
geographical position and the predictable develapiraEeconomic relations in a broader region,
despite the competitive environment, the RepuldliSerbia still has the possibilities, by fast and
adequate transport policy measures, to provideigpesitions for attracting international transit
flows.

Integrated environment, based on application of enodinformation and communications
technologies, should provide through transport gyolinstruments at all levels the widest
possible use of modern ITS applications for momtprrelevant transport parameters (flows,
speed and density, levels of ecological parameteetgorological data). It is necessary to
establish a center for compiling, processing argdributing relevant data and to standardize
application of ITS, information and communicatidashnologies.

Successful implementation of the Strategy of Irdaégp Border Management and the Action Plan
for its execution, at the same time creates a gQuisie for development of economic activities
and unhindered cross-bordeade and openness of border for efficient flonpaésengers and
goods in the region.

2. General plan of transport system development

The General plan of transport system developmemecessary to be prepared (the whole
transport infrastructure), as well as the dynamagpam for its implementation, on the basis of
the Strategy and development goals of the Repuoblgerbia, with the following main contents:

1. general goals (strategic, structural);

2. objectives (legal framework on the European andorey level, on the level of
international projects, on the national level, glomith the analysis of economic and
functional feasibility);

3. basic elements (valorization of the status, maxintkaffic capacities and the possibility
of use of the existing infrastructure, evaluatidntransport demand trends, safety in
transport, ecological aspects);
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4. proposals (transport network, transport-technichharacteristics, investment costs,
management and maintenance, financial capabilidied sources, priorities - time
schedule);

5. implementation (budgets, action plans, the premarabf project documentation,
providing financial resources, regional and intates cooperation, coordination of
competent sectors, responsibility for program pesion).

Financing the transport sector must be carried byupaying attention to the sustainability
principle, with stable financial sources.

2.1. Complementary transport strategy

Considering the experiences of developed Europeamtges in the transport sector, the
transport development policy in the Republic oftfershould be in the function of subsidiary
goals and it should be based on the analysis oktteetiveness and efficiency of individual

sectors. This should provide the choice and offepdimized transport options, reached through
the use of intermodal solutions.

The main points of reference of complementary partspolicycan be generalized through:
redirecting the demand towards ecologically moeptable modes of transport
application of relevant and the state-of-the-arhi®logies;

fair infrastructure charges;

intermodal cooperation in transport;

modification of regulations;

flexible determination of transit transport charges

prevention of unnecessary transport;

socially and ecologically more acceptable orgammabf urban and suburban passenger
public transport;

facilitating the integration of transport netwoils®lving border crossing issues regarding
infrastructure, organization, and border crossirggedures).

N~ WNE
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In accordance with the assumptions of the EU trarigmlicy, which is set in the White Paper
“European Transport Policy for 2010: Time to detided the Strategy of sustainable transport
development (The ECMT Council, Prague 2000), thénngaals of complementary transport
policy are:

purposeful planning and transport flows management;

reduction of harmful effects of transport on theissnment;

increase of traffic safety;

increase of transport system efficiency;

compensation of the consequences of market deteguland liberalization in the
transport sector.

arwnE

Although it may seem that some goals are not seadi the criteria of satisfying real transport
demand, in the long-term they provide optimal ind#ign of the transport sector into the
national and international framework of progres&eenomic development.
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In order to achieve the Strategy goals, consisteoperation between the ministry competent for
transport affairs and other bodies and agenciesgisired, for the purpose of providing efficient
implementation of the instruments of the Strategythe key aspects of regulatory policy,

investment policy, tax and price policy, social ipp| regional transport planning and

management.

On the grounds of expert evaluation of infrastruetaapacities and the needs for transport
networks development, development plans and aetvih the field of transport infrastructure
should be based on generating the public demandaaradiirection of the demand from one
transport mode to another.

The state has to ensure equal conditions for the afstransport infrastructure, restrict
uncontrolled development of certain segments amduiite the competition among transport
modes.

Following the strategic goal to improve the positaf the Republic of Serbia in the international
transport, the Strategy should emphasize the @tiand goal oriented stimulation of railway,
intermodal and inland waterway transport develognoeenthe international corridors. Also, it is
necessary to harmonize different modes of tranghaetto successful intermodality, in order to
create a system which will represent a competaiternative to carriage performed exclusively
by road transport.

3. Investment policy

Investment policy and programs of transport infiadtre investmentsare based on the
identification of relevant critical elements of iaétructure management, and the following:

1. definition of distribution of investments into cait modes of transport;

2. definition of the ratio between investment in coastion and investment in maintenance
of transport infrastructurdor each transport mode, especially taking intooaot
reconstructions and routine maintenance backlog;
adequate infrastructure charges (institutional aadal limitations which obstruct the
charging of real expenses);
solving the productivity problem (excess of persnlack of competitiveness);
market and regulatory reform;
partnership of the public and private sector;
adoption of European norms;
methodology of making investment decisions.

w
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Lack of funds requires effective solutions in thansport sectorln order to achieve the
objectives as efficiently as possible, cost-beraafdlysis and multi-criteria analysis must be used
as guiding tools for decisions.

Solutions which use the existing infrastructure tmefficiently should be selected to a greater
degree. Before new roads/railway lines or recoottns are proposed, other alternative
solutions have to be considered. The planning systeould, accordingly, provide coordination
of measures in the transport sector. Modificatidrnth@ organizational structure and system
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management may give very good results with relbtidew investments. The following
sequence of activities should be used as a guélelin
1. definition and implementation of measures whicleeftransport needs and the choice of
the mode of transport;
2. definition and implementation of measures whichdleavards more efficient utilization
of existing infrastructure network;
3. improvements and minor infrastructure reconstrunsjo
4. new investments and major infrastructure reconsons.

The prospects of the whole system have to be thie Ipainciple for the consideration of future
activities Before making a decision on new investments, thatisas using the existing
infrastructure should be sought. It is necessamjotdhe studies of alternative solutions in order
to show that the alternatives have been considendddiscussed. A planning-analytical system
must be developed, which will enable cooperatioth @valuation of different types of measures
within the transport sector.

The ability of the state to direct investments araghsport development goals require the
strengthening of intermodality. Having in mind thexisting unbalanced modal split, it

particularly refers to attaching adequate imporatacinvestments into infrastructure of railway,
waterway and intermodal transport.

Establishing equal conditions for infrastructure teqjuires full engagement of external costs
which a certain transport mode incurs in a brogderal community.

4. Management of transport infrastructure

Management of transport infrastructure in state ensmp must be gradually delegated to
autonomous province units and units of local selegnment. The monitoring and inspection
should stay within ministry competent for traffifaars, and regular and independent financial
audit, both of infrastructure managers and of theb-contractors, must be performed each year.
A legal framework must be provided for the transtdr activities of finances, revenues,
operations and liability into commercial/privatece. Programs of restructuring of the existing
company of state ownership must ensure the separati the function of infrastructure
management from the function of transport operatiemd the associated services. Infrastructure
management also includes the creation of a cirdleprovate providers of infrastructure
maintenance services, producing thereby a faircangpetitive environment.

Within the space planning process and design ot ingsortant transport routes it is important
to:

determine the actual status of design and plarhicgmentation;

provide objective and independent revision of theuinentation;

undertake feasibility studies according to higleinational standard;

provide transparency of data and access to allrdentation.

PwpNPE
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The patrticipants in the decision making processtrhasjualified and chosen so that the teams
and their organization are tailored to the sigaifice of the subject and plan, the realization
efficiency and necessary quality level.

Restructuring, commercialization and privatizatadriarge state economic companies has short-
term to long-term priority in transport sector deygnent, together with passing compatible
regulations and adopting the efficient organizatbmanagement systems on the state level and
on lower levels.

Systematic activities of the ministry competent toaffic affairs focused on traffic safety
increase should be undertaken in the Republic abi&e then prevention activities and
coordination of all subjects on the improvemengemeral traffic safety.

The adoption and implementation of EU regulatiag@shnical norms and standards to be applied
in the transport sector of the Republic of Serbiaudd be an organized and permanent activity.

5. Institutional responsibility

Strategic planning of the transport, as well as elind and monitoring of the Strategy
implementation must be under the exclusive autharitthe ministry competent for transport
affairs. The ministry competent for transport aanust be organizationally enabled to assume
responsibilities for strategic management and piagin

Internal organization and organizational chartlbivarking positions within the Ministry should
be amended and the work of the Ministry should dhested to demands for the Strategy and
Action plan realization, and especial care shoeldaken for transport on the level of the system
and proposing guidelines for sectors' operatiornthiwithe Ministry, which is established for
different modes of transport. Such modificationtbé internal organization in the ministry
competent for transport affairs requires the stiteegng of staff within the Ministry which must
also have a distinct modern analytical and statiktiservice. Normative, administrative,
inspection functions in the transport sector havied clearly separated.

Besides the ministry competent for transport adfain activities that enter the scope of other
state bodies (border crossings, safety, ecologynge@us goods, agriculture and water
management etc) the institutional responsibilitgh&red among other ministries, regional and
local authorities.

It is also necessary to develop international amerisector cooperation which comprises
customs, police, inspection services, environmeaoitteption, as well use of water and control of
torrents and floods. The ministry competent fonsgort affairs should have a leading role in
organizing this cooperation and it should initiatelertaking appropriate Government measures
related to other institutions as well.

The Republic of Serbia must stimulate the improvweimef international relations and
cooperation especially the relations with international asstares in the sphere of transport
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through scientific, expert, economic and diplomaticssions More serious participation in
international projects for transport developmentbevels should be fulfilled.

6. Special goals of the Strategy

Special goals of the Strategy do not always refleceven do not meet, the criteria of strategic
and development planning of the transport systemh i direct economic efficiency, but
contribute to overall national interests, strategg policies on a higher level. In the first place
this refers to combined instruments acting in tiphese of protection of national safety,
development of peripheral, border and rural aréaghe mobilization and coordinated inter-
sector activities in case of natural disasterscgomized measures of stimulation of economic
and demographic growth of specific areas, moreciefit fulfillment of the needs of specific
population groups (children, the young, the olgersons with specific needs) and provision of
more efficient system of medical help to the inguie different modes of transport.

The objective investment policy on the whole tramsmetwork, with the aim to balance the

economic development of all regions of the counghguld be promoted. The requirements for
specific forms of the transport system for the seetdthe national parks, protected and tourist
areas, appear as special goals.

The important segment of special goals is timelysaderation and preparation for quick
application and implementation of traffic and tnamd plans for emergency situations (natural
disasters, catastrophes, wars, terrorist acts).eSofirbudgetary resources could be spared by
cooperation and rational use of infrastructurathtecal and human resources of the Serbian
Armed Forces for the needs of civil and militargrtsport system.

IV. VISION OF THE TRANSPORT SYSTEM IN THE REPUBLIOF SERBIA IN 2015

ASPECT OF SOCIAL DEVELOPMENT: Transport system imetRepublic of Serbia is
developed according to the needs of the countryhab every necessary transport mode can
reach every community of the country in an adequstie, reliable, efficient manner at all times
of the year.

ASPECT OF SERBIA'S INTENTIONS OF ADMISSION TO THRJETransport system in the
Republic of Serbia is market oriented, compatilsid ategrated into the EU and in continuous
cooperation with the neighbouring countries developmplementary strategies and facilitates
international transport performance.

ASPECT OF SUSTAINABLE DEVELOPMENT: Transport systemthe Republic of Serbia
uses each mode of transport to its advantagesemefits, considering its external costs, and it is
market oriented with stable financing system; tcadafety is improved up to the level of the EU;
negative social and environmental impacts of tcadfie controlled and permanently reduced.

ASPECT OF STABILITY OF INSTITUTIONS: Transport sgsh in the Republic of Serbia is

supported by well designed institutions organized &alanced according to the needs, with
competent and technically equipped staff; structumesuch a manner that the public and private
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sectors jointly use and manage the transport systenan efficient way, ensuring the
implementation of the Strategy.

V. GENERAL GOALS OF THE STRATEGY

Considering the basis for realization of the Stpatand conclusions of the SWOT analysis of
railway, road, inland waterway, air and intermottahsport in the Republic of Serbia, given in

the Addendum 2 which is published together with $teategy and makes its constituent part,
and respecting the transport vision of the Repulfli§erbia 2015, general goals of the Strategy
are defined, as follows:

1.

Transport network of the Republic of Serbia is gnéded into Tran-European transport
network. In order to achieve the goal, it is neaegsto perform rehabilitation,
reconstruction and construction of Pan-Europeanri@ws VII and X, on the system
approach, develop and rationalize transport netwas$pecting sustainable development
of the Republic of Serbia. The route Belgrade-S&dhatic, routes 3, 4, 5, 6, 7, 10 and
11, as well as certain transversal connections at QNetwork are accepted as part of
TEN;

Efficient usage of comparative advantages of eactenof transport. In order to achieve
the goal it is necessary to consider and reducerreadt expenses, introduce fair charge
determining and charging for infrastructure usedlbrmodes of transport. Strengthening
intermodal transport is necessary for orientatidntransport demands towards more
socially acceptable modes of transport;

Upgrading of service quality of transport systerin order to achieve the goal, it is
necessary to increase the effectiveness of abpi@m modes and the transport system as a
whole by better organization of transport operatidrased on economical, safe and
environment protecting aspects and by applicatiagoal oriented planning and managing
of transport flows. It is necessary to develop au@ transport system harmonized with
the users’ requirements and efficient and effediiv@lment of the demand for individual
mobility; Complementary ITS development policies teployment in various transport
modes has been adopted for the whole territorii@Republic of Serbia.

Increase of traffic safety and security of transggstem. In order to achieve the goal, it is
necessary to decrease the number of fatalitie®atsrand number of accidents in inland
waterway, railway and air transport in the RepulgfcSerbia. Transport of dangerous
goods is in accordance with the EU directives abdRARID and ADN regulations;
Strengthening of the transport market and its gehdaregulation. In order to achieve the
goal, it is necessary to: provide conditions fottérecompetitiveness among transport
modes and within the modes on the transport maeséaplish regulatory, operational, and
managing functions in the sphere of transport;qrerfgradual and justified deregulation
and liberalization of the transport market and cengation of the measures; strengthen
local operators’ competitiveness on domestic antermational market; perform
cooperation among state bodies and companies irsghere of transport to develop
transport market;

Decrease of negative impact of transport on theiremwent, in accordance with
principles of sustainable development. In ordemlatbieve the goal, it is necessary to
develop the transport system of the Republic ofbi@ein line with principles of
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sustainable development, environment protectiorcrédese of air pollution, noise and
causes of global warming) and social responsibility

7. Establishing stable financing of the transport sedevelopment. In order to achieve the
goal, it is necessary to make conditions for snatsle development of the transport
system by stable financing resources from the budgéd other financing resources and
ensure efficient transport system management aideety and effectiveness of urban
and suburban system of passenger transport.

VI. DEVELOPMENT OF THE TRANSPORT SYSTEM
1. Road transport — vision for 2015

In 2015, the road network in the Republic of Serb&s a higher level of services when
compared with 2005. The system of public roadsi@Republic of Serbia is capacity oriented to
the demand and meets all the requirements of davae®l international transport market.

Investments made in the previous period enabledugitadevelopment of high capacity highway
network, where both national long distance andsitatmansport is performed. The integral
system of electronic toll charging has been intoeduand is operational on the whole network.
For the price he is paying, the user gets a sefiéggh-quality services - high safety level, safe
and comfortable parking, quick assistance and sgrunformation on the road and traffic, good
health and catering services.

Tolls are used for maintenance and constructionigiiways. The principle “polluter pays” has
been introduced in road transport, so that theclkehiwhich pollute the environment more pay
more charges for public road use. The rest of thie soad network has also been reconstructed
and has a high level of services. Regular and wimi@ntenance are on the level of European
standards, and financing is carried out througpezialized fund. The fund sources are regulated
by law. Local self government units maintain andnagle the municipal road and street network
on the same principles.

The re-categorization of the network has beenifirdland competencies are clearly distributed,
as well as responsibilities for both state and mipai roads and streets. The public road cadastre
and road grounds inventory have been completedipghded, as well as of all public roads and
road ground users, who are obliged to pay a fe¢hiuse, which represents one of substantial
sources of financing for road network maintenancalblevels.

The reform in the field of public road maintenames been over. The system of fair competition
and contracting based on the quality of maintena®eices provided is being implemented,
including winter maintenance integrated with thstegn of hydro- meteorological stations on the
whole territory of the Republic of Serbia.

Efficient organization and transport managementoéigreat importance, particularly in densely

populated areas. The use of intelligent transpgstesns and integrated access to hubs where
public and individual transport intersect, factigdransport management.
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Road transport development is directed to increasecompetitiveness and professional
performance of the sector, and the access todheport market in the road transport is based on
principle of non-discrimination.

Regulations in the field of road transport are yfulllarmonized with corresponding European
regulations from the aspect of technique, technglstandardization, safety and management.

1.1 Modern road network

The Republic of Serbia gives priority to the systahmteroperable highway corridgmn which
the same standards are met along the whole caorndaterms of service level, safety, toll
charging system, information and different servicBsis system contributes to the increase of
users’ comfort and to increased traffic safety ba torridor, additionally affecting economic
development and increase in demand for services.

The current major and regional road network coasi$tabout 15,000 km of roads, and the state
road network will be considerably reduced by reegatization. Priority in the first medium-term
period will be given to rehabilitation, maintenanammpletion and harmonization of the
characteristics of state roads category | and ocactgins on the road network. City bypasses,
state roads category Il and municipal roads arektsrare to be developed according to the need
to harmonize and homogenize the characteristitiseoivhole network.

1.1.1. Network development concept

The basic component of public road network consiétsoad corridors and routes of Core
Network, which enable the Republic of Serbia to be bett@neoted with the environment and
to become a part of the trans-European Road Netvldr& concept of the public road network
development has to take into account:

1. economic and demographic development of the RepulfliSerbia and special goals;

2. trend of improvement of political relations in Epeoand formation of the integrated
Trans-European Road Network and Core Network;

3. improvement of road transport efficiency and upgrgdf the existing network between
the countries of West, Central, East and South iiemd the Middle East;

4. political and geographic position of the RepublicSerbia in relation to the neighbouring
countries and the European Union and obligatiossiltieg from the inclusion of the
Republic of Serbia into the international systene, iinto the trans-European Road
Network;

5. connections with the republics of former Yugoslawaimtly planned through SEETO and
are financed from the EU pre-accession funds.

In the context of setting priorities for improvemeof the existing public roads and the
construction of the new ones, modern and ratioppr@aches for increasing roads capacities
should be systematically used, bearing in mind dkeilable resources, the needs and the
network as a whole, which implies the possibilitypbhased construction.
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1.1.2. The main road transport axes

The main road transport axes, strategically impdrfar the Republic of Serbia, harmonized
with HLG, and Core Network are:

1. Corridor X: Ljubljana-Zagreb-Belgrade-NisS-Leskov@kepje-Thessalonica;

2. Corridor X, Corridor section - Xb: HorgoS-SubotiNavi Sad-Belgrade;

3. Corridor X, Corridor section - Xc: NiS-Dimitrovgra@radina-Sophia;

Other road routes as parts of Core Network whiehraportant for the Republic of Serbia are:

1. Route 3: connection of Corridor Vc to the route gdatle-South Adriatic Road (Bosnia
and Herzegovina border-Kremna);

2. Route 4: Romanian border -Vr3ac-Pevn-Belgrade-acak-UZice-Montenegrian border:

3. Route 5: connection of Corridor 1Va to Corridor Bulgarian border-Zajar-Par&in);

4. Route 6: connection of Corridor VIII to the routeBelgrade-South Adriatic Road
(Montenegrin border-Ribam®-AP Kosovo and Metohija);

5. Route 7: connection of Corridor X to AP Kosovo aiktohija (Nis-Prokuplje-
KurSumlija-AP Kosovo and Metohija).

1.1.3. Long-term road network development

Within a long-term development concept, apart fralneady recognized international corridors
and routes through the Republic of Serbia, the mapae of individual transport flows or the
weight of special goals should also approve a @&urttong-term development of transport
network and bring to application to include thertoitrans-European and Core Network. These
projects on the Republic of Serbia territory witintribute to the development of international,
regional and domestic transporhis particularly refers to:
1. potentially new international transport corridor ianian border-VrSac-Belgrade (Core
Network - Route 4);
2. project Belgrade-PoZega-South Adriatic, being trenection of Corridor X and Corridor
IV in Romania to the Adriatic Sea. This projectidals the Route 4 of Core Network;
3. road route Zajgar-Pardin, being the connection of the Corridor IV in Bai@g to
Corridor X in Serbia. This road route follows theuRe 5 of Core Network.

After the priority network rehabilitation, route jate-KruSevac-Kraljevasatak should be
proposed as a new part of Core Network to connextiddbr X with route Belgrade-South
Adriatic. The proposed route follows the existingctsons of the public road network. The
transversal connection of Corridor branch - Xc e Route 7 (NiS-Prokuplje-KurSumlija-AP
Kosovo and Metohija) from Pirot to Leskovac shooddconsidered in the same context.

Starting from the existing highway sections, cutr@md anticipated demand on the main routes
of the public road network of the Republic of Sarlspatial distribution of number of inhabitants

and limited capacities, as the strategic interdésthe country may be defined relatively fast

creation of the Basic triangle of the highway natwof the Republic of Serbia (Beograd-Pojate-

Cacak-Pozega-Beograd) with significant indirect infices along existing two-lane roads in the

broader area.
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This general concept may partly be modified dueéoessary compromises and international
obligations, which must not jeopardize the inteddtast creation of the Basic highway triangle
of the Republic of Serbia.

1.1.4. Short-term to mid-term road network development

According to the document HLG, the European Trartdpolicy has limited its priority projects
until 2010 in respect to public roads’ infrastruetof the Republic of Serbia in the following

way:
1.
a)

b)
2.

a)
b)

List 1 - short-term and medium-term projects - Road

21-increase of the road quality level on the sastiblungarian border-Belgrade-Nis-
Macedonian border;

22-bypass around Belgrade, section Batajnica-Bubaiok;

List 3 - other major projects on multimodal axesl gmojects of regional or national
importance:

38-Gazela bridge in Belgrade;

39 intermodal logistic platform in Belgrade.

Priority works on the public road network are:

1.

2.

3.

construction of the second road lane on the sedtiorgos-Belgrade (Corridor branch-
Xb);

construction of sections of the highway Leskovac®tionian border (Corridor X) and
Nis-Bulgarian border (Corridor branch-Xc);

the main road corridors of Core Netwdrave the priority in rehabilitation/reconstruction:
Corridor X, with its branches Xb and Xc, Route 3Zig¢-border of Bosnia and
Herzegovina), Route 4 (border of Romania-Vr$acéPen-Beograd-asak-Pozega-
UZice-border of Montenegro), Route 5 (border of dawia-Zaj€ar-Paréin), Route 6
(border of Montenegro-Ribae-AP Kosovo and Metohija), Route 7 (Nis-Prokuplje-
KurSumlija- AP Kosovo and Metohija) as well as waersal links Pojate-KruSevac-
Kraljevo-Catak and Pirot-Leskovac-Lebane- AP Kosovo and Meolipd Subotica-
Backa Palanka. Realization stages have to be detedmomethe basis of economic
feasibility.

identification of bottlenecks on Core Network offyfin roads in the Republic of Serbia -
the roads through and around Belgrade, bridge©i@manube and the Sava in Belgrade
and its surroundings, bypass around Belgrade, dbhd Belgrade-Novi Sad (the bridge
near BeSka), temporary railway-road bridge in N®ad, Ibarska magistrala road;
reconstruction of bridges on the road netwiarlorder to improve their structure, stability
and bearing capacity. Due to inadequate maintendadag years and increased traffic
density on some sections of the network, the bedgere become significant bottlenecks.
A special analysis for defining priorities for tmeconstruction of bridges on the Core
Network should be made;

preparation of the study on priority measures fareased traffic safety on international
roads in the Republic of Serbia. Introduction dfal methodology for the definition and
rehabilitation of high risk road sections and tlepair. Introduction of roundabouts
wherever it is necessary and possible;
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7. Stabilization of landslidew/hich cause occasional traffic interruptions armvstiown the
traffic.

Guidelines for projects in progress are:

1. The Belgrade bypass. According to the project fa®v5, based on traffic forecasts up to
2010,the construction of 4-lane road was undertaken. cimestruction was stopped and
continued several times, due to the lack of fundd aar actions (destruction of
Ostruznica Bridge). It is necessary to harmonize Bypass projecwith relevant EU
regulations, in order to meet international staddaBSpecial attention should be paid to
tunnels. The priority is given to finalization dlsted sections, but in the next mid-term
period, for functional reasons, priority shoulddyeen to the completion of the bypass on
its whole length, with the narrower profile tharetlriginally projected one. The
enlargement, according to the needs, may be castienh the second phase;

2. motorway Horgos-Novi Sad-Belgraderhich is planned as a 4-lane motorway. The
reconstruction of the existing bridge and the aamsion of the new bridge across the
Danube near BeSka has been planned within thegbrdfe completion is planned for the
end of 2010. The financial construction has nonbe@mpleted yet. Parts of this project
are included in the concession for highway routegdd-Pozega;

3. the section Horgos-Belgrade-Pozdpart of Corridor branch-Xc and the road Belgrade-
South Adriatic-sections Horgos- Novi Sad (106.9 Kranes - Lot 2) and Belgrade -
PoZega (148 km, 4 lanes — Lot 1) for which the essmn for construction, operation
and maintenance has been awarded.

Specific goals are:

polycentric development of local road network;

establishing the system of pavement managemeriteowliole network;

membership in specialized international bodies@gdnizations;

establishment of bodies/institutions for traffiéetg management;

introduction of intelligent transport systems, #&leoic toll collection system and
interoperability in the toll collection system.

arwnPE

1.2. Road transport development

Unequal development of transport modes provesdtiettiat certain modes of transport are more
adaptable to bigger changes which happen in thaomep and production. More favourable
economic conditions for companies, flexibility acabability to meet promptly the requirements
of modern economy enabled the greatest share al toansport on transport market.
Considering the geographical position of the Rejpubl Serbia as a transit country, the road
transport, especially international one, has arontant role in the economy development thanks
to the constant growth.

The result of road transport comparative advantages of the increase of transit volume
through the territory of the Republic of Serbialveg a further volume growth of road transport.

Challenges that road transport faces are charaetemith bigger expectations from users in
terms of services of more quality, time losses ordér-crossings and delays in the central urban
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areas, high expenditures and bigger competitiopidRaad transport development can lead to
congestions on the main routes in cities as welll, & may have a negative influence on the
environment and the health of the population ardedese of traffic safety level. It is necessary
to make conditions for redirection of the demandtioer modes of transport with the aim of
controlling the excessive development of the roadgport.

1.2.1. Public road management

Classification on state roads of category | anénitd municipal roads and stredtas been
provided for in the Law on Public Roads ("Offici@hzette RS" No. 101/05). Recategorization
will be done in the next mid-term period. The caiadh for the application of new solutions is
the improvement of financing models for state roald definition of financing models for local
road network. Problems caused by categorizationremeasing with the restriction of public
road maintenance resources. Vertical and horizostraictural forms of road infrastructure
management must include the function of concerriferwidest interest of the population and
economy, and they must especially take into acctinbalanced regional development.

The state roads managing activities are performe®®B “Roads of Serbia'which performs
business activities in compliance with market pptes. Its business activities of the public
enterprise are very closely related to the methaobf determining infrastructure charges and
costs and regular maintenance costs for the netwwkaged by the public enterprise. The
public enterprise, among other things is in charfge
1. efficient service of monitoring and supervision stéte roads, with the aim to control
their state in a better way and to increase thésoaaintenance efficiency;
2. more efficient and better adapted control of thevehicles' axle load, exceptional
carriage and collection of related taxes prescripethe law;
3. preventive actions, organization, introduction amgblementation of the measures for
road safety increase;
4. efficient traffic management and direction senacethe state road network.

The duty and responsibility of the manager of pubbad will be preparation ofietailed
instructions for all users of its services, whiclil vbe available to all interested legal and
physical persons through the Intranet, i.e. therirdgt Web-site (procedures and practice for each
individual activity, issuing conditions, submittimgquests and applications, approvals for public
roads protection, information on tolls and othesfprescribed by the Law on Public Roads, etc.)

It is necessary to fully update the cadastral tegisf public roads and lands possessed by the
public road manager and make consistent networ&goatzation for the purpose of better
harmonization with the social needs and ways afrfaing.

The public road categorization in the Republic eflfa, according to safety level, should be
made in accordance with EURO RAP standards.

The current databases on public roads, road stescand other structures on roads, equipment

and traffic are not updated, integrated and aviglab is necessary to establish, maintain and
regularly update a uniform relational database wihndl include all relevant data on roads, with
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full technical and technological cohesion with ndatabases for the land cadaster used by the
public road manager, road structures, landslida#fia signalization, commercial objects by and
on public roads, the archives of old projects amgjegts in progress, for archive projects of
completed works, archives of feasibility studiesd apre-feasibility studies, technical
documentation on rehabilitation and reconstructmnaccidents and on external costs. All these
databases should be related, regularly updatednaittained, so they their easy and transparent
use is ensured. One body which will be solely imargle of correct, updated and accessible
database should also be appointed.

A very important condition for implementation ofetiStrategy will be setting up an interactive
Intranet network of the whole road sector, whoskldroshould be public road manager, with
different levels of accessibility for different wusgwhich should be linked with Web-sites of
Police, Customs, Automobile Association of Serbresurance companies, automatic hydro-
meteorological stations and hydro-meteorologicaVises, Serbian Armed Forces, bodies for
traffic safety, faculties and scientific institutefstitute for Standardization, design and
consulting companies, maintenance companies, Isot \&ith institutions for environment

protection, institutions for the protection of n@u national parks, ministry in charge of
agriculture, forestry and water management, Republiaters Directorate, Public Water
Management Company (PWMC) Srbijavode and PWMC \WWajgodine etc.

1.3. Intelligent transport system application

In situations when due to spatial, ecological amarfcial restriction, the realization of new
infrastructure projects is significantly difficuliTS application allows more efficient usage of the
existing infrastructure and in that way enableserefficient and more economical movement of
passengers and goods in all transport modes.

The current state of ITS application in great ekierronditioned by the lack of financial support
to the development and deployment of ITS on roédsted knowledge of the benefit of the
usage of ITS and modest capacity of the instihgtihich have to promote and develop ITS.

Reasonable usage of ITS, coordinated in accordanite the Strategy should significantly
enhance the efficiency, safety and security in tbadsport and provide significant investments
into ITS development and deployment. In that walayiewill be reduced, energy efficiency and
road transport safety and security will be greaed the environmental impact will be less.

Guidelines for the development and applicationT@,ladopted and coordinated by the ministry
competent for traffic affairs, should make the legyad strategic framework for promotion of the
ITS usage and bigger engagement of the privateatapi

1.4. Road traffic safety
In 2006 there were 900 people killed, 72% of thenbar were killed on the road network in
urban places, and 44% on roads with the speed limiio 60 km/h. In Belgrade, 283 persons

were killed or almost a third out of the total nuenl§{31%). According to data by the traffic
police, 50% were road vehicle drivers who wereekil(including motorbike riders), and 24%
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were pedestrians while passengers in road vehrol@ee 24%. In urban places the biggest
problem is the percentage of killed pedestrianscivts 60% of the total number of the killed in
Novi Sad.

The level of motorization in 2005, was 224 vehigkes 1,000 inhabitants, and the economic
growth from 1999 to 2005 brought the growth of nembf registered vehicles by 18%. Also,

about 90% of passengers and 80% of freight arespicated by roads. Adoption of new road

traffic safety regulations allows the setting upteé system for traffic safety management which
achieves efficiency of the whole road transpoduces the number of the killed and contributes
to reduction of social-economic costs. From thedrgansport aspect the harmonization with
new EU rules on periods of driving and rests favehs and controls on roads is necessary.

1.5. Improvement of competition of domestic opermatan the transport market

Thanks to the growth of private transport compaaied the presence of foreign investments in
the sphere of road transport, the competitivenesdeing intensified at high speed. The
imperative is to protect and improve competitivene$ local carriers with professional and
rational management of companies and transportatipes sticking to the principle of non-

discrimination, fair competition and improvementpfality of services offered.

The efficient road transport which fulfills the higst standards of safety and professionalism is
necessary for continuing economic state developniégrice, it is necessary to make conditions
in which due to further development, the economy &ne state would act in harmony.
Enhancement of the cooperation is necessary efigewith a view to further development of
services, introduction of possible programs for degelopment of companies and their mutual
cooperation, reduction of costs and availabilityrddrmation on market conditions.

The road transport development should be direaidoetter professionalism in the sphere and
harmonization of national regulations with EU reggidns. The alleviated approach for domestic
carriers to the European transport market in theréy and especially after the EU accession,
will depend on fulfillment of criteria referring tearriers' performance of the road traffic
activities in terms of a specific level of professal qualification for managers in a transport
company, good reputation and specific financiaestar the company.

1.6. Environment protection

Environment protection, promotion and stimulatidrath types of clean technologidsr public
road construction and maintenance represent the bhstate policy, which refer to the use of
"cleaner" engines and machines.

New technologies and materials for public road toicon and maintenance may be applied
only with internationally valid proofs of harmlegss and prevention of harmful effect on the
environment, including the air, soil, surface amdugpd waters, and in accordance with the EU
standards. Excessive use of salt and gravel shioellgprevented and avoided during winter
season and the effects of routine road maintenahoeld be supervised, as well as asphalt
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bases, depots of recycled materials, quarrieshagai systems for surface waters - purification
systems etc.

The rolling stock status has a great importance amdy from the aspect of road transport
operational efficiency but from the aspect of eonment protection and safety. Considering the
road transport constant growth and the achievedtsesf implemented measures for vehicle
technical conditions (introduction of EURO standafor vehicles into the vehicle type approval
distribution for the international transport ope@as) it is necessary to define precisely the
regulations regarding vehicles testing and to gtien supervision for operations of measuring
stations for technical heavy goods vehicle testmgl coaches participating in international
transport.

Close and efficient cooperation and synchronizatbmctivities is required between transport
authorities and bodies, agencies (ministries coempeor environment protection, institutions
for environment protection, institutions for theofaction of nature, national parks, ministry
competent for agriculture and water management etc.

Local communities should be more involved in degliwith the problems resulting from
infrastructure especially regarding the transport of dangerousigosoil and water protection
and noise reduction. Ecological surveillance mesinandatory not only during construction, but
during public road maintenance as well (particylarkar the places for asphalt production,
depots of recycled materials, quarries, surfaceemsatirainage systems - purification systems,
storage areas of petrol products and petrol stietc.).

1.7. Sustainable financing

The Republic of Serbia will provide sustainabldest@ads maintenance financinghich means
network maintenance financing from stable sourcedined by law, which fully covers the
needs. The Republic of Serbia will finance rousitete road network maintenance from the road
fund which will be established for the purpose. Timancing system of the fund (road use
charges, taxes, levies, budget, loans and crenit®t be transparent and it should involve
methods and procedures for uniform setting of mtgpeiorities.

In accordance with good international practice dhd recommendations of International
Financial Institutions, new infrastructure will fieanced from EU development funds, grants,
international infrastructure loans and investmémisn the private sector on all levels.

The Republic of Serbia is open to different infrasture investment models, with the use of
loans, PPP and concessions. Consequently, it iessary to prepare a strategic document
defining the PPP models for the financing of tramsmfrastructure.

Taxes paid by vehicle owners and road users areortant from the aspect of transport
infrastructure management, and the policy of fuedgs determination is particularly important.
A direct collection of road infrastructure use des should become more significant in the
future.
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Local authorities are in charge of maintenanceooéll road network and streets. It is necessary
to define the solutions and models for the finaganri rehabilitation and maintenance of the

current local road network and streets and alsd,gbdhe current state road category Il network,

which will be recategorized and will fall within éhcompetence of local self government. In

order to reduce costs, new technologies and mitati@uld be promoted and applied. Materials
for maintenance and reconstruction of pavementtoarteons should be in accordance with the

traffic density on municipal roads and streets, a#ith the needs and economic restrictions of
the local self government.

1.7.1. Management of expenses

The measures for reduction of the road infrastmecéxpenses, which will contribute to ensuring
sustainability of the public road network managensgstem, are the interest of the state.

Rationalization of the design/construction processst be provided, and the priority should be
given to the design and construction solutions @mpanies which have proved to care for the
projects savings of the investor on the projectl@m@ntation. A sub law act, which clearly

defines the methodology of supplementary and cgatinworks on construction, reconstruction,
rehabilitation and maintenance of public roadsusthalso be adopted.

It is vital to establish a precise system of resgahties for financial and technical project
monitoring and supervision, from the beginninghe &nd, both for legal and physical persons.
The same principle should apply for all those wheofgrm procedures of supervision of the
quality of technical documentation, as well as pihecedures of updating and monitoring unit
prices used for the calculation of most rationehtecal solutions.

Reduction of regular maintenance costi be achieved by introducing competition and by
applying the principle of contracting routine antht®r maintenance with payment according to
the volume and quality of the completed works (periance based contracts). The allowed cost
overruns should be set at maximum 5%, until newtrech system is introduced. The
modification of the contract shall be demandedalbamounts exceeding this percentage.

A procedure should be defined, which regulatedi¢ragérouting, with clearly defined financial
effects and the obligation of paying the investmrthe damage and lost revenues caused by the
activities (special attention should be paid to$ort conditions during works - traffic should
proceed or it should be interrupted or reroutedthwsontractor's financial obligation to
compensate the investor for the damage caused s$sibp® ulterior traffic rerouting along a
different route).

Setting up a system of automatic hydro-meteoroldgstations with standardized and unified
technological and operational concept on the wieretory of the Republic of Serbia and Road
weather information system (RWIS) lead to morecedfit and cheaper winter maintenance and
increase of safety in winter conditions. Thermalppiag of the relevant areas of the state
territory should precede. The ITS application gystor the control of expenses and the
improvement of winter maintenance efficiency must tonceptually and technologically

integrated in the whole country.
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Public road manager will periodically, every thyesrs, revise contractgth private companies

- contractors for routine road maintenance, and upldate and suggest models for future
contracting of these activities, giving priority better quality, more efficient and economically
worthwhile contractors who save the funds of thegtor, i.e. the state.

Information on all types of public sector expensasst be updated, public and available on all
levels, for all types of operations on road netvgork

1.8. Urban and suburban public passenger transport

Transport strategies must be particularly sensitivsolving problems in urban and suburban
public passenger transport management, in cooperatith city authorities, social and health
care sector, environment protection sector andrabetors. Combined instruments should be
used to influence above all:
1. reorientation of public demand from individual (caransport to public and non-road
modes of transport;
2. prevention of unnecessary traffic by reducing trevel time, using information and
communication technologies, and especially redupeek values of traffic flows.

Urban and suburban transport infrastructure isri@s® restrictive element for the development
of many towns in the country. On the state lewelpiider to relieve the town center from heavy
traffic and to connect towns with the remote t@ffbad network structure, it is vital to construct
city bypasses.

Since the funds are limited, it is important to abe carefully priority projects and the
participation of the state in their constructiorhieh must always be preceded by a relevant
feasibility study. In some cities, attention shobkl paid to the modernization and adaptation of
railway/tram infrastructure, as a key factor to jpmbransport improvement, but also to rational
space planning and reduction of negative impad¢herenvironment.

Strategic goals of urban and suburban public tramspust be defined on the state level and
local authorities should be stimulated to achielient within their specific environment,
conditions, interest and available funds.

Specific goals are:
1. preparing long-term plans (and budgets) for urbaa guburban public passenger

transport;

2. increasing capacity and the level of services ibaaorand suburban public passenger
transport;

3. stimulating the use of urban and suburban publesg@ager transport instead of private
cars in city areas;

4. preparing the programs for restricting the useatfigles in city areas;

5. integrating city and state road networks;

6. modernizing vehicle fleets;

7. improving the projects of street networks and pegkhanagement;
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8. developing reserved transport infrastructure fdoligy pedestrian and bicycle traffic and
transport wherever possible;

9. directing transit flows outside city areas by impng infrastructure;

10.adapting the transport infrastructure and vehittespecific groups of users (children,
persons with special needs, elderly people, etc.).

2. Railway transport — vision for 2015

In 2015, the Republic of Serbia has a strategigtipason the railway market of South East
Europe. Railways represent an efficient and eco#ilyi acceptable transport system, well
organized and market oriented. All measures addpge@dovernment from 2004 until 2006 have
been implemented and carried out. Railway transggdtem is demand oriented and all
requirements of local and international marketraes.

Modern traffic organization models are used on @orrX and on the railways Belgrade-Bar
and Belgrade-VrSac (Core Network route 4), which #re skeleton of railway infrastructure
network in the Republic of Serbia, and also on B-arganized system of secondary routes.

Big towns in the Republic of Serbia and neighbogimountries are connected by fast, quality,
safe and accurate passenger trains, which opertitesatisfactory frequencies on a daily basis.
The railway is incorporated, wherever it is possibhd rational, into urban public passenger
transport with unique tariff.

The Belgrade railway node, with the go-through maitway passenger station, has become a
significant transport hub between the West andedns and the North and the South of Europe.

Railway in the Republic of Serbia is a reliabletpar in the European logistic system.
2.1. Modern railway network

The Republic of Serbia gives priority to the systehinteroperable railway corridoren which
certain standards are met along the whole lengtkerms of infrastructure quality, train speed,
information exchange and different services, asl welharmonized system of infrastructure
charges. This system of services contributes tanitrease of traffic frequency and safety, along
with additional effects of economic development ee@mtion and the increase of services
demand.

The aim is to facilitate and develop internationallway transport by coordinated plan for

reconstruction, construction and equipment of rayines in line with the future international

transport needs according to AGC.

The Republic of Serbia will direct capacities ackog railway service demand.

Significant increase of capacities of single-tréidkes is possible by the construction of shorter

double-track sections only in the places whers it@cessary for passing over and/or overtaking,
according to the national priorities. In all othmases, feasibility studies must be prepared to
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check whether the alternative and cheaper solutsimgle-track railway with double-track
islands and larger investments in the automatitesys can sufficiently increase the railway
track capacity.

In order to increase the average speed and compagss of the railways, agreements should be
concluded with the neighboring countries. These eagents will provide transport
characteristics "with one stop” (One Stop Shoghmnfirst phase, and later the system "without
borders".

2.2. Main infrastructure axes

Priority should be given to the rationalization ahd improvement of the existing system. Pan-
European Corridor X is the backbone of the railviyastructure system of the Republic of
Serbia, since over 50% of transport operationgeabzed on 25% of the network. Most of the
revenues of the railways are generated from reffineight transport and transit transport on this
section. The greatest challenge, in the short-temmd in the mid-term, should be the
establishment of projected speeds and techniaadiates on the network.

High technical standards are the conditgmt by the European Commission for Pan-European
railway network in order to provide competitivenegghe railway sector. Therefore, one of the
main mid-term objectives of the Strategy is to oestproject parameters and to reestablish
projected speeds and technical standards on ttarestof the network in the Republic of Serbia
(Corridor X). Consequently, in the long-term, thartpof the Pan-European corridors on the
territory of the Republic of Serbia, in cooperatamd with the agreement of UIC and EU, can
gradually be raised on the higher level. Basic maidation, along with the increase of
maximum speed to 120 km/h, should be done on ther dines of the Core Network (routes 4,
10 and 11), as it has been defined in the REBI&ystu

Traction systemsnust be dimensioned so that they provide optinoradf the use of rolling
stock. New investments in these systems must beoagg only after convincing feasibility
studies have been prepared.

Internationally prescribed railway loading profilesist be providedThis is important not only
for the transport of heavy freight vehicles, biugoafor the container transport, which is vital in
terms of intermodality. Profile UIC C must be erestion the whole Core Network.

2.3. Organization and management

The process of restructuring of PE “Serbian Railktaghould be carried out according to
guidelines of competent bodies. Besides the prooksesmmercialization and the approach to
railway infrastructure to other operators is nee@ed in that sense it is necessary to:
1. prepare the program of financial consolidation Bf"Berbian Railways”;
2. prepare realistic business plan of PE “SerbianviRait” with the positive flow of capital,
which must be respected;
3. plan further reduction of the number of employae®E “Serbian Railways” (including
the social program);
4. prepare programs of traffic suspension on certamas| cancellation of passenger and
freight stations, as well as the reduction of ufifable services;

36



5. introduce public transport obligation and its finarg from the budget of the Republic of
Serbia and by the local authorities;
6. issue licenses and certificates to operators dnaistnucture managers.
Higher investments into railways will practicallg lprovided by the implementation of:
1. harmonized legislation which will ensure privat@ital investments into the railways;
2. operational procedures for giving concessions awish@ away unprofitable lines to the
local authorities or other physical and legal passo

The Law on Railways lays the grounds for the sdparaof infrastructure management and
railway transport operations, and approach to ellmfrastructure.
Further restructuring of PE “Serbian Railways” Iv@gn anticipated in the Strategic plan of PE
“Serbian Railways” 2006-2010, after the procesdimdncial consolidation is completed. In
order to accelerate this process, key activities ar

1. reorganization;

2. reduction of workforce;

3. separating of secondary activities;

4. reduction and cancellation of non-profitable sessic

The use of railway infrastructure should be basedhe competition and market environment,
with equal conditions of approach to the infradinoe for interested railway operators. The
minimum required condition, set by the Europeanddnand CER/GRB/CCFE, is the full
implementation of the following guidelines:

1. establishing the independence of management stescin the operations in railway
transport (the guarantee of independence in magagiailway company);

2. separating the management of railway infrastrucaumd public passenger and freight
transport in railway (preventing the overflow ohfis from one activity into another), so
that organizational and institutional separationas compulsory at least at the beginning
of company reorganization;

3. transparent financial position of railway companies

2.4. Passenger transport

High-quality railway passenger transport is theralative to road transport and particularly at
distances between 200 and 500 km railway passeragesport may be very competitive to road
transport, if particular standards are met. Betweapital cities and major cities of the West
Balkans in cooperation with railway companies a treighbouring countries, a system of fast
passenger trains with market-oriented timetableulshbe established. Furthermore, a national
system of comfortable trains connecting major siba the Core Network should be established,
with the timetable based on regular intervals, Isat it can be competitive with individual
transport.

Passenger transport on secondary lines shouldgamiaed on the following principles:
1. attractive connections to city centers with theetiables harmonized with timetables on
the main lines;
2. local authorities coordinate transport serviceshiittheir competence, and they are
responsible for integrated transport system;
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3. only passenger transport activities are financegdsgenger transport revenues;
4. unless it is profitable and covered by the pubiams$port obligation, passenger transport
shall be substituted by coach transport.

Integrated urban and suburban public passengespwaiin Belgrade and other major cities
should be developed in cooperation between miagtrcities/municipalities, city transport
companies and railway companies. Modern "Travetiagters" should be established as hubs
between interregional and local transport and steyuld also be developed as trade centers. A
good example is the railway station "Beograd Céntahich could be developed into one
modern traveling/trade center. Urban and subupdntic passenger transport systems should be
developed as integrated systems with uniform tay$tem. The system of suburban trains,
complemented by the system of coach transport,ribotes to the reduction of congestions
during rush hours.

2.5.Internationally competitive freight transport syste

Railway freight transport system in the Republic Sdrbia must be organized to be highly
competitive to road and other transport mo@yserators of combined transport and operators on
terminals, together with their foreign partners,sinaffer appropriate logistic packages to the
economy of the Republic of Serbia. As such, thegtnne competent partners to other transport
companies and provide a complete service to cliewith modern transport technology.
Nowadays all clients insist on a full service, m@inting to burden their business activities and to
spend time on transport organization and contrgctiith operators and later to face the
responsibility generated.

A popular term freight transport "door to door" daprovided via combined transport operator,
and for railways this would represent generating freight flows in combined transport.

Delays at railway border crossings create greatelosand result in low average commercial
speed. Solutions for border crossings must stanh fthe adoption of bilateral agreements based
on mutual goals and interoperability requirememtsnf one side, and better coordination of
customs public authorities in their work, from tt@er. Significant contribution will be provided
by establishing electronic information exchangesMeein PE “Serbian Railways” and customs
authorities of the Republic of Serbia.

Changes in bilateral railway agreements, bothrfiastructure and for operations, will be based
on adopted state agreements. This may lead toittrame decrease by about 40% and
operational costs reduction of about 25%.

Successful implementation of the Strategy of Iraéggt Border Management in the Republic of
Serbia and the Action Plan for its execution, whigpresents a great step in the sphere of border
safety, at the same time creates a prerequisitadéoelopment of economic activities and
unhindered cross-border trade and openness of bfandefficient flow of passengers and goods
in the region.

2.6. Serbian railway companies and railway industry
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The liberalization of the European railway markeveg a chance to innovative railway
companies and operators to survive as domesti@os-hational companies. Possible guidelines
for these activities, independent, or with regicorabroader international cooperation would be:
quality of railway services on long distances b&weapital cities and regional centers;
enterprises for international services in rema@ttraction in the whole Balkans area;
catering and daily maintenance of passenger trains;

special tracks and trains included in wider tounié¢r and the promotion of the country;
enterprises for transport services on the locadllev

complementary industry oriented towards railwayscWwibuild competitive centers for
different railway products and services.

QA WNE

2.7. Financial aspects

Public Enterprise “Serbian Railways” needs subsifitn the budget of the Republic of Serbia,
so that competitive railway system could be mangd] as well as fair competition among
different transport modes, especially considerixigmmal expenses. Funds may be obtained from
domestic and foreign sources, considering the raiffee between domestic and foreign demand.

The Republic of Serbia is in the long-term readyntplement all required measures on Trans-
Europeanaxes according to the requirements of the Hfospective implementation of these
measures, however, within desired deadlines wilpbgsible only with the financial support of

European sources.

Each investment should be sensible, supported feyesant feasibility study and must perform
the following:

to expand regional interests through harmonizatibth the strategies of other countries;
to stimulate regional development;

to provide financial sustainability;

to improve social and environmental conditions;

to adopt adequate common standards.

arwnE

The process of consolidation, reorganization arttbmalization of PE “Serbian Railways”,
which has been initiated, should be continued enftllowing years, in order to reach the basis
for complete restructuring and sustainable finap@hthe railways in accordance with the EU
regulations (Directives 91/440, 2001/14 and others)

Railway infrastructure use charges level, orgaronadf railway transport and railway traffic
regulationinfluence the guidance of distribution of passenged freight flows to transport
modes. EU directives require that fair and nonsthsioatory charges should be established,
therefore, the Republic of Serbia should develgpystem within this framework.

The Republic of Serbia has a possibility to esthibiis own system, which will support the
Strategy, considering the fact that 55% of curkerghlized total ton-km is done in transit. Other
investments relating to e.g. the railway rollingckt must be organized by railway operators
themselves, which should be able to make use opdissibility of real estate management and
other market opportunities (e.g. shopping malls aheertising).
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Railway infrastructure financing should be basedhanfollowing:

continuous decrease of expenses through netwaodkadization;

charging users (operators) for railway infrastroetuse;

setting aside budgetary sources for railway inftedtire maintenance;

introducing long-lastingcontracts on financing of railway infrastructuretvoeen the
Republic of Serbia and infrastructure managers;

railway transport which is cancelled for a certperiod on the lines which cannot be
financed from collecting charges for railway intrasture use and from the budget of the
Republic of Serbia. Unless the conditions for pgedfie exploitation are met, the lines will
be closed according to the Law on Railways;

reinvestments are provided from depreciation aedR@public of Serbia budget revenues;
investments on transit routes are financed fronfiitids, loans and State budget.
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2.8. Concept of railway network development

The REBIS study defined a relatively modest volushéenvestment projects, in relation to the
Spatial plan of the Republic of Serbia, but in Werld Bank document "South East Europe
Framework Paper-Final", from December 2004, ithisught to be too ambitious. The opinion
expressed in this document is that single-trackalieailway is the most suitable option for the
current traffic volume on most of the railway netkwa the Republic of Serbia.

However, although this opinion emerged from the WBctice, there are certain reservations
towards this attitude, especially in the part nefey to diesel traction. Due to the sustainable
development principle, the saving of (imported andre and more expensive) fossil fuels,
environment protection, the use of local sourcesnargy and unification of the railway rolling

stock, electrification and modernization of maimgbe track) railways and the mentioned rolling
stock, the reserve of the Republic of Serbia towdhed attitude of the WB, has strategic and
economic justification. This is supported by thetfthat PE “Serbian Railways”, spend today
more on energy than on maintenance.

With the anticipated further rise of price of pétad possible shortage, the use of electric power
on the market of transport services will be a comfpae advantage of railway transport in the
Republic of Serbia.

With limited resources of the state and restrigteernational support, accepting a more realistic
approach and defined priorities, the developmeanhgplof the railways must be reduced to a
rational measurel’he development guidelines should place emphas@oondor X, its branches
and the railway line Belgrade-Bar, in order to awleithe goal of railway transport recovery.

Raising the level of service on the originally gaed levemust be the basic mid-term strategic
goal of the railways in the Republic of Serbia, ot the field of infrastructure and in their
operation. The Republic of Serbia does not needfikspeed railways”, as an alternative to air
transport, not even in the long-term.
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Priority in the first mid-term period and probahbly the second as well, will be given to the
rehabilitation of critical sections on Corridor Xn the line Belgrade-Bar and later on other
national and international lines of the Core Netwvor

Special attention should be paid to the effectiger@ the urban and suburban railway passenger
transport. This transport certainly cannot be raized only by direct economic measures
within the present and future development, and ustibe subsidized in different ways in the
long-term, above all through the public transpdatigation.

2.9. Short-term to mid-term development of theway network

Priority EU projects in the Republic of Serbia retrailway sectoraccording to the previously
guoted HLG document, are defined on the List 1 erBterm and long-term projects and they
include:
1. 6-reconstruction and modernization of the railwajyungarian border-Belgrade-Nis-
Bulgarian border/border with FYR Macedonia, inchglithe bridge over the Danube in
Novi Sad;
2. T7-reconstruction and modernization of the railwensport within the Belgrade railway
node.

The project from the List 3, No. 39, Intermodalikig platform in Belgrade, is partly related to
the railway transport.

Strategic plan of the PE “Serbian Railways”, fol08@2010, besides the consolidation of the
enterprise, forecasts the infrastructure conswuagtmodernization and reconstruction, as well as
rolling stock procurement, modernization and retmasion (in several phases):
1. railway tracks and structures on Corridor X, of tBelgrade railway node and
Dimitrovgrad station;
2. railway line Belgrade-Bar (Belgrade-Pozega-Vrbriicaeler with Montenegro);
3. modernization of 38 electric locomotives, procuratmaf 1,100 new freight cars, 18 new
maneuver locomotives, and 10 used motor trains,emmizhtion and reconstruction of 27
electric and diesel trains and 30 passenger cars.

2.9. Projects in progress

The REBIS study has recommended urgent projecizatian of the bridges in Belgrade and
Novi Sad, even without the detailed feasibilitydstudue to their great economic and strategic
importance:
1. Belgrade: Patevo Bridge on the Danube - repair and strengtheoirige existing bridge
in order to reestablish fully operational railwagel for suburban and remote passenger
and freight transport;
2. Novi Sad: Reconstruction of ZeZelj bridge (Corrithoanch-Xb on the Core Network) will
establish fully operational railway line and at #ame time facilitate road traffic and IWT
on the Danube, which was obstructed by the prdsemtorary bridge.

Specific goalsare:
1. establishing the current Directorate for Railwagsa independent regulatory body;
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2. adopting the legislative framework for railway atructure commercial management and
fair and non-discriminatory competition;

3. establishing the legislative framework for commalization of transport service and other

operators in railway transport;

revision of technical standards and the implemenabf EU directives related to

interoperability;

implementation of international technical and sagtandards;

implementation of regime of charges for railwayastructure use;

implementation of system of the Public Transporligation;

introduction oflong-lastingcontracts between the state and infrastructure eranigpr

financing of railway infrastructure;

9. introduction of the contract on usage of infrastinue between operators and infrastructure
managers.

»
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3. Inland waterway transport

In 2015, the Republic of Serbia has a well-orgathid®W system, which meets all international
standards, with the Danube as a European axisSdka and the Tisa rivers, its international
confluences, and the navigable system of canale. System of well-organized ports and
intermodal hubs is developed, and the ports al@avigable waterways offer quality services and
high-quality intermodal transport chains to indizdtcompanies. Freight transport is increased,
and modern navigation system has improved operafimlity and safety, contributing to the
positive impact on the environment. Cruising aléing Danube represents an important part of
the Republic of Serbian tourist offer

3.1. Modern inland waterway system

The interest of the Republic of Serbia lies in skiemulation of IWW transport, as very effective,
energy-efficient and sustainable. As a competitilternative, it is complementary to railway
and road transport. The consumption of energygekin of goods in inland waterway transport
is six times lower than on the road and twice lothan on the railways.

Total external costs in inland waterway transpexrpressed through accidents, congestions,
noise emission, air pollution and other impactshmenvironment, are seven times lower than in
road transport. IWW transport provides high safetgl, especially in the transport of dangerous
goods. IWW transport contributes to the reductibnangestions on the road network in densely
populated areas, and, despite geographical réstgtaffects price increase stabilization.

Europe is greatly interested in the use of IWW dpant possibilities. Inland waterway transport
in Europe is undergoing radical modernization, ¢éating the following:
1. exclusion of obsolete fleet and its replacementwmbdern, environmentally suitable and
efficient ships;
2. introduction of intelligent transport systems arahsport with satellite positioning, digital
navigation cartography etc;
3. development of coordinated action plans on inlaradevwvays (EU NIADES, Austrian
action plan-NAP);
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4. successful introduction of transport developmergnages in inland waterway sector (in
France, Belgium and Austria).

EU transport policy provides considerable supporttite navigation on international inland
waterways.

3.2. Inland waterways - towards European integnatio

Inland waterway transport sector is based on iatenal, regional, bilateral agreements,
conventions or regulations, which greatly resttiet freedom of the state policy.

In reference to IWW, the Danube Convention guaesit® all signatories free navigation,

prescribes the obligation of the state to maintaa navigable waterway on its territory on the
recommended technical level and to provide nawgagafety. Only customs inspections at
border crossings and port services can be chaBgldrade Convention from 1948). The room

for maneuver for the state lies only concerningestinents needed to meet the required
standards and the velocity of modernization.

The Republic of Serbia may take advantage of tleatginterest of the EU for the Danube
corridor and consequently for the other part of itland waterways network, which may be
reflected in the active concern of the EU for tiffecient infrastructure of IWW in the Republic
of Serbia, i.e. in stronger financial support tostpurpose.

3.3. Inland waterway network in the Republic of(Bar

Inland waterway network in the Republic of Serigludes:

1. the Danube as the basis of European inland watesnf{Rgn-European Corridor VIl and
part of Core Network), which provides the axis Ba&st from the Black Sea to the North
Sea;

2. rivers the Sava (part of Core Network) and the Esanternational supplements to the
axis the Reine - the Danube;

3. hydro-system Danube-Tisa-Danube as a local netwbi¥/W in Autonomous Province
Vojvodina, with the connections with other courdrie

The Republic of Serbia will use IWW for economiadaecologically suitable transport mode.

Micro and macroeconomic effects from the existenfceeliable IWW are expected: investments
in attractive industrial locations close to IWWy@stments in the transport sector; stabilization
of prices of transport services etc.

3.4. Development concept

It is vital to reconstruct certain parts of the IWWetwork in the Republic of Serbia.
Rehabilitation and modernization, of some neglected non-maintainedparts of inland
waterways network in the Republic of Serbia, alaiity its financing, is being planned, so that:
1. the basis for the reconstruction is the availalileeet analysis of the status and prospects
of IWW in the Republic of Serbia in the “Master Rl@r Inland Waterway Transport”;
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2. improvement of main parts of the IWW network in tRepublic of Serbia is related to
restricted costs;

3. the first projects have already been defined in k& Final Report and substantial
financial assistance from the EAR has been plarigederal overhaul of the ship lock in
berdap, pulling out sunken ships at Prahovo andodiiction of River information
system-RIS).

Efficient multimodal access poingse the key to efficient inland waterway transport.

Ports and harbors, along with the correspondinmiteals, represent local access nodes for
European IWW, providing intermodal transport seegic'door to door" when using inland
waterways.

Efficient multimodal access points represent arertss part of public infrastructure, although
they are not generally under full state controlrt@la regulations will provide public access to
relevant ports and harbors.

The Republic of Serbia will provide an attractivarhework for inland navigation.

Necessary organizational work adaptation of bodied services in the sphere of inland
navigation will include:
1. organizational changes within institutions in theld of inland waterway transport
(ministry competent for traffic affairs, Plovputjgbregistar);
2. cooperation with institutions from other countrregarding customs, police, agriculture,
regional development planning;
3. responsibility for maintenance and developmentebévant IWW from macroeconomic
perspective.

Long-term prospects for inland navigation shouldcbeated.Planning and implementation of
plans, organizational changes within institutionsd athe introduction of internationally
recognized rules on competition will provide lormgrh prospects for:
1. obtaining international credibility and support;
2. providing stable conditions for investors (fleedyfs and terminals etc.);
3. providing the attractiveness and required spetiéiming for the staff working or starting
work in inland waterways navigation.

The state will maintain and develop the IWW as putsthnsport infrastructurgéaking care of its
international dimension and accordingly, it willnaply with the European practice related to
operations and maintenance of international IWWictvimcludes:

1. modern organization of public institutions relatednland navigation;

2. efficient maintenance of IWW;

3. support for good integration of inland navigatiamoi the general transport network

(physically and logically - infrastructure and infeation exchange);
4. international cooperation on inland navigation depment.
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Inland waterway transport is an activigeparated from transport infrastructure. Waterway
transport by itself, as well as the use of watesvdgr tourism, is not part of public
infrastructure, and they will function as part betprivate sector according to market rules.
Subsidies to this sector, if any, will be givenyim accordance with internationally accepted
regulations on competition.

3.5. Priorities

The rehabilitation of IWW with provision of clearing, digging, signalizatiorand
communications, as well as their regular mainteaaace the priority activities according to the
international agreements and liabilities of the W#jc of Serbia, stipulated in the Danube
Commission recommendations.

Navigation conditions on the Danube, Sava and @isé& DTD canalsnust be improved in
accordance with the European development plartseofvaterway transport.

The system of portsn terms of infrastructure, facilities, equipmentgoroper connections with
road and railway networks and with industrial amaigo distribution and consolidation areas
have to be oriented towards multimodal approachnim#&r goods, but also in the domain of
passenger transport.

Rivers the Sava, being the international inlandewaay, and the Tisa, which has international
regime of navigation according to bilateral and titateral agreements, must also get the priority
status.

The DTD system canal network has great importabe&g a vital resource not only for
transport, but for the agriculture and water managd too.

Development of shipyard and accompanying industba#ding, reconstruction, restoration and
equipment of ships) with adequate pulling out céjgscon the Sava, Danube and Tisa, which
will meet the maintenance needs of domestic andidorfleet, as support to the stimulative
development of inland waterways navigation.

Specific goals of the IWW sector are:
1. gradual development of IWW and ports (freight-tzors terminals) on Danube navigable
network according to the AGN agreement;
2. competitive inclusion of IWW infrastructure in imteodal transport network;
3. organization of IWW in compliance with internatidméassification of navigability;
4. supporting the development of domestic industryrison and trade.

4. Intermodal transport — vision for 2015
In 2015, the Republic of Serbia is fully integratedo European intermodal flows. The
significance and role of intermodal transport hasreased along with the recovery of the

economy of the Republic of Serbia and integraticotesses in the region. The activities in this
sector have particularly intensified with the es&ment of institutions in the sector, the
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removal of bottlenecks on the corridors, the camsion of intermodal terminals and logistic

centers, improvement of organization of all usergnitermodal transport chain and with the
support of stimulative measures by the state. &@irnon-discriminatory policy and competitive

market have led to significant increase of volumemerations and the reduction of transport
costs in the product price. With reliable and edint intermodal transport organization, in 2015,
the Republic of Serbia is a reliable and recognizadner in the European logistic system. The
strong market growth in the Republic of Serbia ahdompanies operating on this market offers
excellent prospects for profitable and successfuiré, when Belgrade as a capital, in 2015, will
be a regional intermodal logistic platform.

4.1. Role of the state in intermodal transport tgy@ent

Intermodal transport in the Republic of Serbia, agransport of greater social interest,
environmentally accepted, economically justified aafe, requires the state support.

The state role in the intermodal transport develepinis very important in order to facilitate the
intermodal transport development with stimulant sugas, with the aim to promote economical
transport for the state and to make alternativdéseight road transport.

This especially refers to creating the financiapmart model for stimulating infrastructure
projects for intermodal transport (terminals), tbeganization and terminal equipment and
transport itself representing a necessary basighéintermodal transport development.

It is necessary to coordinate the activities betwammpetent state bodies from on side, and state
and private companies from the other, through éstedd institutional framework, so that the
state can operate efficiently.

4.1.1. Organizational measures for intermodal frartsenhancement

Intermodal transport with stressed advantageseeazy transport mode offers over other modes,
achieves the overall transport process optimality.order to make intermodal transport
competent, with the state support, it is necessaryenhance technical and technological
processes on border-crossings and terminals, nailiw&astructure and to stimulate road
operators performing initial/final operations inetlintermodal transport chain, i.e. transport
to/from terminals.

Organizational measures for enhancement of inteaftoahsport are:

1. railway infrastructure and border proceedings ilway transport have to be harmonized
with international regulations and norms regulgtintermodal transport, which enable
precise and confident service;

2. opportunities for customs and inspection activite®e done in terminals for intermodal
transport, ports, forwarding and the receivingigie, in order to speed up the border
control procedure with the aim that dwell time fi@ins on border-crossings does not last
longer than 30 minutes (according to AGTC);

3. road operators performing transport to/from ternsingahould be enabled that the
transport is not subject to possible traffic ban §aturday, Sunday and public holidays),
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and provided conditions for passage of road vesialgh the total weight of 44 tons and

exempted from paying additional charges, and exiempb foreign road operators for

possession of licenses regulating international taensport should be introduced etc.
4.2.Guidelines for intermodal transport development

Until 2005, intermodal transport in the Republic ®rbia had a share of about 0.5% in the
overall transport and in the EU countries 6-9%. n§idering the size of the countries in the
region and the limited potential for this type o&rtsport, close cooperation of neighboring
countries in this region is very important, notyostrategically, on the basis of regional and by-
lateral intrermodal transport initiatives, but cgt@wnally via operators for intermodal transport.

Establishment of optimal capacity of terminals iftermodal transport in the Republic of Serbia
is particularly important for the rational develogmh of transport system and economy as a
whole.

Capacities of terminal should be gradually develppecording to the market requirements.

It is necessary to ensure that terminals accoridirige needs, apart from reloading of containers,
should also be equipped for reloading of othersuaftintermodal transport (e.g. exchangeable
transport tanks and semi-trailers) as well as whmdel vehicles.

After positive experience in effectiveness andrmiadal goods flows increase on railway, IWW
and container penetration to transport market, tiomd for realization of certain scenarios are
made, regarding development of intermodal transgoniinals, according to IMOD-X project
results.

Terminals should be strategically located and desigin the vicinity of junctures of an
important transport infrastructure (road-railwayen) to provide flexibility and the possibility
for expansion according to the transport needs.

Capacities should be adequate and in accordanbehetparameters and standards laid down in
EU policies regarding intermodal transport (acaogdio AGTC, AGC, AGTC Protocol etc.)

When considering suitable locatiofts initial development of terminals, in accordanei¢h the
EU practice and requirements, the following iteimgudd be taken into account:

1. the vicinity of the main source of containerizedgmaand logistic centres;

2. equalized flows in import/export;

3. the use of existing infrastructure and capacities,

4. the connections with the railway network, the roativork and inland waterway network
(Pan-European Corridors VIl and X);
efficient capacities for handling and storage ohtamers and other transport units for
intermodal transport;
annual container handling capacity of at least@0,DEU,;
development of catchment areas and favorable dondifor port industrial zones (free
zones);
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efficient customs and trade procedures with thdiegtpn of information technologies
(electronic data exchange);

proper additional services on terminals of interalddansport (presence of customs and
inspection services, forwarding services, empteggot] container repair facilities, security
services etc.);

10. private sector participation;
11.expansion options.

Necessary basic infrastructure, equipment anditiasilirrespective of the option of a location
(10 ha), for the first phase (about 50,000 TEUyeer) are:

1) handling space and container reloading;

2) necessary railway and/or port infrastructure;

3) two reach stackers, back-up equipment and one enapiyier;

4) storage area for 1,000 TEU (about 3.5 ha);

5) Ro-La and/or Ro-Ro ramps;

6) container depot for emptying, equipment for corgamepairing, and
and storage of used containers (2,060 m

7) parking spot for road freight vehicles.

4.3. Mid-term development strategy of intermodahsport

Balance shifting among the transport modes in favol environmentally friendly, safer
transport, traffic reducing on roads, definesftilwing objectives for implementation of mid-
term strategy for intermodal transport development:

1.

2.

3.

strengthening institutional framework and raisirige tawareness of competent state
bodies, administration and legal persons aboutrmidal transport advantages;

making legal framework for intermodal transportotigh regulations for railway and
road transport, road safety, tax relief, environhp@otection etc;

creating the financial support model for the depaient of necessary capacities for
intermodal transport, at first rationally withouighinvestments, utilizing the existing
transport infrastructure as much as possible aadhees of major economic and logistic
centres;

liberalization of intermodal transport activiti@sfroduction of fiscal subsidies in favour
of intermodal transport (for related equipment,tagrers, road vehicles etc.) relief from
tax regulations, providing favourable credit arramgnts for intermodal transport
development;

clear defining the roles and relations among attiggpants in the intermodal transport
chain — state, intermodal transport operatorsywesis, terminal owners, road operators,
forwarders, ports etc;

defining the structure, models and functions ohtexdogical and organizational solutions
to intermodal transport terminals (container, RO;R@cke-pack terminals), cargo-
transport centres, logistical and distributionaltees on a unique transport network of the
Republic of Serbia, South East Europe and Europe;

establishing companies dealing with intermodalgpamt organization and development,
their connecting with European associations foermidal transport and membership in
the international associations.
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4.4. Short-term to mid-term development of interaiddansport

Development of market strategies causes directinfgeaht flows to terminals for intermodal
transport which are integral part or in the vigmdf logistic centres, in order to reduce the
overall product cost.

Significant freight flows can be in transit througlur country if good quality content and
services are offered in the terminals in short-tamd mid-term period.

The strategy of intermodal transport developmenh@&Republic of Serbia is in line with:

1. sectoral strategies, spatial plan of the RepulliSerbia, projects and initiatives with
intermodal solutions introduce competitivenesshim $phere of transport in the Republic
of Serbia;

2. HLG Report in the EU transport policy, among itsiopty project up to 2010 from the
field of intermodal transport, listed one projecn the Republic of Serbia — number 39
(list 3): Belgrade Intermodal Logistic Platform;

3. Business plan of PE "Serbian Railways” 2006-2010Strategic Plan, where the
construction of terminals in Belgrade, NiS, and N8ad has been anticipated, as well as
procurement of reach stackers.

Specific objectives, important for strategy andacplans defining in the sphere of intermodal
transport in the Republic of Serbia are:

1. development and intensity growth of the intermadahsport in the Republic of Serbia
through the action plan for intermodal transporedepment and the model of financial
support;

2. coordinated execution of activities in the spheréntermodal transport in the Republic
of Serbia by the ministry competent for trafficaafs and other state bodies;

3. up to 2010 harmonization with EU intermodal transpegislation from 2005 should be
completed,;

4. establishing the main capacities of intermodal dpamt terminals through enhanced
existing transport infrastructure of all transpoddes at the concept of intermodality;

5. introduced market oriented management with skibed professional staff providing
approach to competitive operators.

5. Air transport — vision for 2015

In 2015, the Republic of Serbia is an integral mdrthe European aviation system. The role of
the aircraft as the main means of transport farspart distances longer than 45 minute flights
has increased. Significant market growth givescthrapanies operating on it good prospects for
profitable and successful future and thereforedh5? the companies settled in the Republic of
Serbia offer transport towards main European citiBslgrade has become the regional hub for
air transport in the South East Europe. Aviationeligoment resulted in competitive market,
increasing the number of passengers and of the @noducargo at the territory of the Republic
of Serbia.
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5.1. The framework of successful aviation

The agreement “The Open Skies” will ensure devekpnof competition and thus lead to more

direct flights and flight frequency to airports tre territory of the Republic of Serbia. On the

other hand, the open market means greater pressucarries operating in the Republic of

Serbia, since there is no possibility for any peiges on the open and free market of aviation
services.

However, PE “JAT Airways” and other carriers in tRepublic of Serbia will find their specific
segments on the growing market of these servicegrevthey can use their own competitive
advantages. Hence, introduction of feeder and caemservices in air transport is anticipated
i.e. adjacent lines connecting smaller centrestraiasit centres, with world line network.

Strong aviation companies with their seats in thepublic of Serbia will use competitive
advantages of Belgrade being a regional hub faransport in the South East Europe.

As far as the number of charter flights is concdrribe increase will depend on GDP growthin
the Republic of Serbia (anticipated growth of 100942015). The winter season in air transport
will be significant for charters which transporisgangers to the Republic of Serbia.

General and business aviation will have increasggbrtance in the futuré&ignificant increase
may be expected in the sector of these aviations.

Belgrade airport “Nikola Tesla” should form a segiarterminal with corresponding services for
this type of traffic.

5.2. The airline companies with seats on the tewriof the Republic of Serbia - competitive in
the region and in Europe

Considering new regulations and market deregulatarine companies with seats on the
territory of the Republic of Serbia will operatedonditions of free competition in the future.

Low Costoperators will constantly increase their sharehendir tansport services market. Only
the largest traditional operators (British Airwaysifthansa, Air France/KLM) will have good
prospects to survive on highly competitive markan the other hand, very flexible and cost-
efficient small companies still may find their pi@ns on certain segments of the air transport
market.

Airlines with the seats in the Republic of Sertdfilling the prescribed quality and safety
standards, may use their competitive advantagesdiemg geographical position, relatively low
workforce expenses, high technical and safety lamdlwell educated and motivated people.

PE "JAT Airways" is likely to be a leading carriarthe region of the South East Europe, since it
is considered a highly reliable, secure, and neftiefficient airline company, which opens the
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possibility that it can operate as the main operatdhe regional aviation hub in the South East
Europe and to connect the Republic of Serbia widiiomcities in Europe and the world.

Other airline companies in the Republic of Serbidexpand until 2015, operating as Low Cost,
regional, tourist or taxi operators.

"JAT-Tehnika" Limited Company for aircraft maintem® and repair, Belgrade, as a technical
service for aircraft maintenance can keep and gthen its position on the international market
of specific aviation services, since it has neagssapacities, expertise and licenses.

5.3. Airports - hubs oriented towards users

The Republic of Serbia has excess infrastructupaa#es in air transport sector relation to
the size of the territory and the population disttion.

The Republic of Serbia does not have the poterfialsnore than two airports, but this should

not discourage a possible initiative of local conmitigs to take over, develop and maintain the
infrastructure for general and business aviatibtheir own expense, if they estimate that they
have the needs, interests and means.

Airport "Nikola Tesla" in Belgrade will be the ati@n gate of the South East Europe, being the
largest airport in the Republic of Serbia and tegion, and will be the leading one for all
scheduled, tourist and business flights in the Repwf Serbia. The completed modernization
of the runway and passenger terminals, the expamdioargo terminals capacities and favorable
conditions for the airport expansion provides theugds for its development into an important
regional transit and terminal, passenger cargo hub.

High level of expertise and very good geographpzadition allow establishing a regional centre
for Air Traffic Management, airport services, aaftrmaintenance and staff training at the same
airport.

Airport "Konstantin Veliki" in NiS will develop foincoming and outgoing tourist flights and as
an alternative airport.

The change of structure of airport companies ancharfiagement system according to user and
profit orientationshould be the main goal in the next ten years aritlbe achieved through the
following manners: the introduction of system o&aes which meets the modified requirements
of operators and reflects the future airport stgtdetter and faster transport connections with
cities in the gravitation area of the airport; madmarketing in cooperation with business tourist
agencies and other business subjects and modeteptarf non-aviation activities - retail sale at
the airport and management of the lands aroundaitport (business park, hotels, parking,
conference center, etc.)

Specific goals, important for the definition ofagy and action plans of the subjects in the air
transport sector in the Republic of Serbia, are:
1. harmonization of regulations regulating the sphafrair transport with the European
Union regulations;
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2. establishing feeder and commuservices in air transport;
3. establishing railway connection from Belgraig centre to Airport "Nikola Tesla".

VIl. FROM VISION TO REALITY
1. Strategy application and implementation

Political and public consensurs the adoption of goals and concept of the Styafegstulates is
the main condition for the application and implema¢gion of the Strategy. Consensus is rather
important among different authority levels at plemgnand realization of capital projects of
public interests in the transport system of thepuRdic of Serbia.

The ministry competent for traffic affairs issuesidglines for the implementation of the
Strategy, and economic entities from the field rahsport should apply directly the guidelines
through planning and developmental documents.

The most important segments of this procedure rapeimentation of planning and budgeting
procedures in all segments of the transport sextdrresponsibility for the implementation of
these plans and the Strategy as a whole.

The realization of the Strategy and monitoring wfifment of its goals is done by the ministry
competent for traffic affairs, and by the end ofl@dthe assessment of the realization of the
Strategy together with measures' proposal will tepared.

All relevant sub-systems, state bodies, organimatend agencies, on the basis of the Strategy,
must apply the same principle of planning and peaenarealization monitoring and hierarchical
reporting on the results achieved must be mandatory

The Strategy will be a basis for the preparation Géneral (Master) plan of transport
development by a consultant selected on a tendwes.ifitended funds for the preparation of
General (Master) plan of transport development fheen allocated from CARDS programme.

The Strategy represents the basis for preparatidneaactment of strategic documents which
refer to certain transport modes, i.e. individieraents of the transport system.

In cooperation with competent international ingditns, transit flows and requests should be
recognized and evaluated, so that they can be dedaand split by modes to the mutual
advantage of the population, state and operators.

Traffic safety will be increased through compleansport policy instruments, which will
implicitly ensure also the reduction of externaktso Better organization and other adequate
measures will provide reduced expenses relateckatind) with persons injured in accidents or
car crashes and decreased damages.
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For the purpose of monitoring external costs, closgperation should be established among the
ministry competent for traffic affairs, ministry mpetent for internal affairs, insurance
companies, health services, health services, sama¢ services, as well as automobile
associations, with one uniform data base.

Adjustment of regulatory rules in the sphere oh$gzortation of dangerous cargos with European
agreements on international transportation of dange goods (ADR, RID, ADN) and EU
regulations, contributes to higher level of traSefety.

Due to a specific kind of the goods being transggbrand danger it makes for human lives,
property and environment, it is of utmost impor&iize organization of a quality control system
of all participants in transport process in oradeptevent potential risks

The adoption of new regulations and adequate utitital capacity building for their effective
implementation allows effective transport systemctioning.

The total amount of external transport costs inRlepublic of Serbia is estimated at only 2.6%
of GDP (the EU average is 4.6% of GDP), and ab6&b 8riginates from road transport.

Research, monitoring and analysis of external prariscosts are preconditions for better long-
term shaping of transport policy instrument.

Special attention should be paid to the analysid gradual introduction of external costs
charging.

Timely analysis and preparation of traffic rerogtiplans should be made on all levels.
Rerouting may occur due to various reasons (stadimasters, and major works).

The strategy of development and deployment of IT$he Republic of Serbia should define
competencies, development and sources of finaneimgch will provide the high level of
services, increase the transport safety and shtreedelays and waiting time on the network of
state roads, railways and inland waterways.

While planning the polycentric development of lot@nsport networks, subsidiary conditions
are to be considered in the highest degree. iiggested that transport policy instruments should
be used to stimulate alternatives to road car pamgpublic transport, new rail systems, non-
motorized transport) and the transfer of demanohfirmdividual to public transport, especially in
urban and suburban passenger public transport.

Stimulative models of tax policy and price policyish be introducedsupporting the realization
of strategic goals of progressive development dieay, waterway, intermodal transport and
urban and suburban passenger public transporthwhiit provide adequately the alternative to
the excessive development of road transport.

2. Harmonization of legislation
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The harmonization of legislation with Acquis Comnautaire in the transport sector has the
following aim:
1. establishment of a framework for the transitioratbree market system, with controlled
influence on the models of transport infrastructma@nagement (structural reforms);
2. harmonization of the national regulations with E&ferences, especially regarding
institutional - legal organization of the regulatdunction, and technical, technological
and safety standards of operation.

For the implementation of the Strategy beforeladl following should be regulated:

1. fair determination of expenses of infrastructure (isternalization of external costs);

2. fast restructuring of public enterprises, as wsltleeir full or partial privatization in line
with the attitude to reducing subsidies, which wdlbntribute to transport system
development and more efficient usage of comparatideantages of every transport
mode;

3. controlled commercialization / privatization of gee providers;

4. assurance of operators' competitiveness and piewesftmonopoly;

5. tax policy and price policy in compliance with tHeng-term strategic goals of
sustainable development of transport system, usiegprinciples of integration and
intermodality;

6. introduction of private sector in the investmerdgrams of transport infrastructure.

3. Educational and information support

Long-term development of railway, road, inland waftgy, air and intermodal transport in the
Republic of Serbia is primarily conditioned by highality transport, logistic and economics
education. All executive, professional and admiaiste staff needs additional continual
education in the field of management, organizagiod informatics.

Raising the awareness on advantages and necedsitgtroduction of modern transport
technologies is needed at all levels with the afraur country's entering the European transport
flows.

Complying with AcquisCommunautaire requires the familiarity with the &pean legal heritage
and the implementation of directives, regulatiodgcisions, declarations, resolutions and
political statements adopted by a relevant bodyldf

It is especially important to ensure spreading drdribution of available information and
research results, in the first place by a high4iguahformatics environment, based on joint
statistical and analytical management and on mangldata collection.

Hence, it is necessary to form special internaltsunn competent ministries, bodies,
organizations and public companies with the mask ta create, maintain and manage relational
databases and management of the Intranet network.

4. Action plan
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The Action Plan consists of goals, activities armtivity holders in implementation of the
Strategy of railway, road, waterway, air and intedal transport development in the Republic of
Serbia from 2008 to 2015.
The Strategy will be implemented by annual prograéinesGovernment will adopt in a current
year for the next one and which will comprise atigg from the Action Plan and the dynamics
of realization of the activities with the estimattiof financial means necessary for the Strategy
implementation in the relevant year of the annuagpam.
Financial needs which are planned for the Straiegylementation will be financed partially
from the Republic of Serbia budget and from Natidnaestment Plan, and partially from long-
term credits of international financial institutgriPA program, bilateral grants and PPP.
VIIl. FINAL PART
The Strategy shall be published in the "Officialz&the of the Republic of Serbia".

05 Number:
In Belgrade, on 27 December, 2007

GOVERNMENT

VICE PRESIDENT
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ACTION PLAN

ADDENDUM 1

Goals, activities and activity holders in the reatfion of the Strategy of Railway, Road, Inlandt¥¥aay, Air and Intermodal Transport

Development in the Republic of Serbia, 2008 — 2015

Goal

Activity

Activity Holder

Transport network of the
Republic of Serbia is integratg
into Tran-European transport
network

- the route Belgrade-South Adriatic, routes 3, 46,57, 10 and 11, 4
rdell as certain transversal connections of CoreMigk are accepte
as part of TEN;
- rehabilitation, reconstruction and constructioh Ran-Europea
Corridors VIl and X, routes and nodes of Core Neknaccording tdg
TEN standards;

SSovernment;

Ministry of Infrastructure;

Ministry fo Finance;

Ministry of Economy and Region
Development;

European Integration Office;

- establishing transport infrastructure, on theteysapproach, intcautonomous province entities and local se
multimodal transport network respecting sustainat#dgelopment ofgovernment units;
the whole country; public enterprises and other economi
- preparation of transport infrastructure planshvitie priority aim tgentities in the field of traffic .
attract international transport flows and ensunecfwnal intermodal
integration;
- establishing new internal unit for strategic ngaeraent and planning
in the ministry competent for traffic affairs.
Efficient usage of comparative- orientation of transport demands towards moredafigcacceptable Government;
advantages of each mode of | modes of transport; Ministry of Infrastructure;
transport - introduction and strengthening of intermodahsjaort; Ministry fo Finance;
- establishing intermodal terminals on the mairridors; Minisitry of Environment Protection;
- analyzing, assessing and reducing external esgseaf transport irMinistry of Economy and Regiongl

the Republic of Serbia;

- introducing fair charge determining and chargfag infrastructure
use for all modes of transport;

- introducing centralized and hierarchy set datebda®r the wholg
sector of transport and infrastructure of everpgport mode and bas
management.

Development;

Minisitry of Trade and Sevices;
local self government units;
2Bureau of Statistics;

eSerbian Chamber of Commerce;
public enterprises and other
entities in the field of traffic .

econo

mi

Upgrading of service quality ¢
transport system

f- increasing the effectiveness and efficiency Ibftransport mode
and the transport system as a whole;
- better organization of transport system based@mnomical, safe

sGovernment;
Ministry of Infrastructure;
2Jocal self government units;

intermodality and environment protecting aspects;

Ministry fo Finance;




- application of goal oriented planning and manggof transpor
infrastructure and flows;
- efficient and effective fulfilling of the demand®r individual

IMinistry of Economy and Region
Development;

Serbian Chamber of Commerce;

mobility; public enterprises and other economi
- increasing capacity and quality of the service uiban publig entities in the field of traffic .
transport and stimulating usage of urban pubdingport;
- introduction of a unique passenger transportesysn the Republic
of Serbia harmonized with a user;
- adoption of complementary development policies imklligent
transport systems for application in different sjaort modes on the
whole territory of the Republic of Serbia;
- increasing the average speed on main networkailimay and road
transport.
Increase of traffic safety and | - decreasing the number of fatalities on roadsramdber of accidentsGovernment;
security of transport system |in inland waterway, railway and air transport ie Republic of Serbia;Ministry of Infrastructure;
- harmonization of transport of dangerous goodshwite EU Ministry of Internal Affairs;
regulations and ADR, RID and ADN regulations; Ministry fo Finance;
- establishing bodies for traffic safety managenmnthe national andinisitry of Environment Protection;

local level with certain responsibility distributio

Ministry of Health ;
autonomous province bodies and local
government units;

Serbian Chamber of Commerce;
public enterprises and other
entities in the field of traffic .

econo

el

mi

Strengthening of the transpor
market and its gradual
deregulation

t- establishing regulatory, operational, and mar@gfimctions in the
sphere of transport;

- harmonization and application of EU regulatiom$he transport
sector;

- providing conditions for better competitivenegsosg operators on
the transport market;

- performing gradual and justified deregulation &hdralization of the
transport market and compensation of the measures;

- strengthening local operators’ competitivenessl@mestic and
international market;

- enhancing cooperation among ministries and Igedl governmen

Government;

Ministry of Infrastructure;

Ministry fo Finance;

Ministry of Economy and Region
Development;

Minisitry of Trade and Sevices;

> Ministry of Labour and Social Policy;
European Integration Office;
Serbian Chamber of Commerce;
public enterprises and other
tentities in the field of traffic .

I

econo

mi

units in finding certain instruments of regulatorgyestment, fisca




and social policy;

- restructuring of public enterprises and comparfgeparation an
application of program of financial consolidationdaprivatization o
subsidiaryenterprises and supporting activities).

Decrease of negative impact
transport on the environment,
in accordance with principles
of sustainable development

ofthe transport system of the Republic of Serb@ughbe developed i
line with principles of sustainable development;

- decrease of negative impact of all transport reods the
environment (decrease of air pollution, noise aadses of globa
warming);

- renewal of the rolling stock by stimulation thevelopment o
environmentally acceptable transport technology;

- decrease of specific energy consumption in prarts

d

f

rGovernment;

Ministry of Infrastructure;

Minisitry of Environment Protectior

\Ministry of Health ;

Ministry of Mining and Energy;
fMinistry fo Finance;

Serbian Chamber of Commerce;
public enterprises and other
entities in the field of traffic.

econo

)

mi

Establishing stable financing
the transport sector
development

of making conditions for sustainable developmenttlod transpor
system by stable financing resources from the hbudfée Republig
of Serbia and other financing resources;
- preparing sustainable subsidy models for transpades of bigge
social interest, and possible investment programs;
- strengthening private capital role in infrasturet development an
maintenance;

- establishing adequate and reliable financing rsodler transpor
infrastructure maintenance and rehabilitation;

- optimization of fees for the use of public trandp(above all in
public transport obligation);

- providing efficient and effective system of puhblirban and suburba
passenger transport;

- providing research and development financing.

tGovernment;

> Ministry of Infrastructure;

Ministry fo Finance;

rMinisitry of Environment Protection;
local self government units;
Gerbian Chamber of Commerce;
public enterprises and other
Lentities in the field of traffic.

econo

AN

mi




ADDENDUM 2

SWOT ANALYSIS OF RAILWAY, ROAD, INLAND WATERWAY, AIR AND
INTERMODAL TRANSPORT IN THE REPUBLIC OF SERBIA

Realization of strategic goals in the sector ofway, road, inland waterway, air and
intermodal transport cannot be reached only byalingath of activities. Many factors
which act in parallel and simultaneously influertbe process of implementation and
realization, can slow down or speed up the achieverof objectives. These factors may
be of national or international origin and can banifested in different periods and in
different ways Generally speaking, in its strategic approach itway, road, inland
waterway, air and intermodal transport sector dgwekent, the Republic of Serbia has to
make use of the advantages and opportunitieskieiisg offered, in order to eliminate
weaknesses and try to avoid threats which lie ahead

1. geographic position and level of transport nekndevelopment,
Strengths infrastructure resources,
2. infrastructure resources
3. large available resources on inland watesa@ye Danube as Corridor
S VI, the Sava, the Tisa and canal system DTD),
4. defined frame (respecting European and regipaasport policy) and

global goals; <+~~~ 7 Formatted: Bullets and
5. availability of professional and expert resosritethe Republic of
Serbia.
1. political position of the country; - *{Formatted: Bullets and
Weaknesses2. transport infrastructure on the Corridors in Republic of Serbia is

neither completely built nor equipped with mod&chnical and
technological systems;

W 3. excess of economic discontinuities in previpesod (war in the
surroundings, UN sanctions, NATO bombing, UNMMinternational
administration over AP of Kosovo and Metohija)

4. transport system modes are not integrated; «-- 7{
5. insufficiently developed institutions and lamkmutual coordination;

Formatted: Bullets and

6. lack of experienced managers, administrativeexpert personnel and
inertia in transformation of administrativeopedures;

. lack of stable financial resources; «-- *{
. urban and suburban public passenger transpodtideveloped and

0 ~

Formatted: Bullets and

mainly lean on one transport mode (bus/coach).




Opportunitie Transport network;

O

1. interests of countries in the region for developtmeinRegional Core- - {

Formatted: Bullets and
Numbering

2. possibility to influence European networks develeptrplans with
Serbian development goals (review expected in 2010;

3. shorter travel distances compared to TEN-T EU S&atbtern priority
axes (Corridor IV and IVa), in better, more cométe and more
pleasant environment;

4. new investment models in the sphere of transpoohfession, PPP,
usage of European funds);

5. development of multimodal system of transport;

6. preservation of ecological content;

7. good tourist offer and intensification of tourikis.

Threats Republic of Serbia - at a distance of 50-100ffom Corridor X;

1. Pan-European Corridors IV, IVa and Vc in vigpitf the territory of the - -- {

Formatted: Bullets and
Numbering

2. non-complementary development strategies ofrfogigng countries to « - - *{

Formatted: Bullets and
Numbering

-

the transport strategy of the Republic of &erb
3. alot of border crossings along main routes;
4. unsolved issues related to financial responsibitigbt pay off,
sustainable financing and guarantees for Rongy
unstable and insufficient financing of transporteyn development;
manifestation of partial and local interests ingiu® country;

No o

resistance against changes. - *{

Formatted: Bullets and
Numbering

The conclusions, derived from the SWOT analysigj@darly significant for making
decisions, are:

1.

in the conditions of limited financing, rehabili@t/maintenance of transport
networks must be given priority in regard modertigma and construction.
Desired standards regarding accessibility, safatglland the level of services of
transport networks should be precisely defined. aikiing sources for
infrastructure maintenance must be stabilized hegl nust be defined in relation
to fuel prices, so that they ensure maintenandb®asis of European standards.
Pay off of past debts, procedures for new borrowirammd the system of
guarantees must be regulated. The efficient chargystem for construction and
use of commercial facilities with access given frampublic road must be
implemented;

most of traffic safety problems are associated wiidds safety. The number of
fatalities on roads in the Republic of Serbia nhestower;



. the goal is that quantity of harmful emissions stia@omply with the targets set

by the EU. The transition to an ecologically susdhie transport system requires
additional efforts in a number of areas. It is impnt that the development
towards more environmentally sound and energy-efficmeans of transport be
continued within all transport modes. The use dfereable fuels must be

increased. The measures for the increase of efigief transport systems in both
cargo and passenger transport are also requiredefftrts to adapt infrastructure
development and maintenance to environmental reopgints, in order to ensure
harmony with nature and the cultural environmenisnibe continued;

. increased role of the private sector and realignagglations in the public sector
and institutions towards EU integration with clgadefined responsibilities,
expert management and staff and effective contadqnlures. Implementation of
public procurement procedures, the applicationesfggmance based contracting
clauses will lead to stronger competition and tkeeessary reduction of public
roads maintenance costs;

. political support and consensus toward the harnatioiz with the European
Union (White Paper) and the concept it stands i@ @eeded, as well the
harmonization with respect to European convergerageement and other
political changes in order to join the Europeanddni

. procedures and inspections must be simplified awidinated in order to reduce
time and costs of cross-border transports for pagss and freight. Volume of
export and import as well as income in the Reputifii§erbia will increase due to
reduced obstacles and simpler and faster bordessio® procedures.
Administration of cross-border transports will bena cost effective when double
"checkpoints” are reduced;

. due to the fulfillment of bilateral agreements ceming border crossings, transit
will increase faster than general development énRlepublic of Serbia economy.
Transit is essential for economic growth in serdeetors located along routes
where transit transport is going ahead. IncomethefRepublic of Serbia will
increase not only due to international transpoitgisoll roads, but also because
of income increase in the service sector.



