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Thanks REC for the presentation.

As we can see from the Report, the progress wa® nmadll analyzed countries in
institutional, legal and economic reforms. Soutkteian European (SEE) countries
showed constant progress in transition towards ebtagkonomy and an improving
investment climate, which is attracting increasingnbers of investors into the region.

Concerning the financial mechanisms used for cHiamg&ssistance to environmental
projects, | would like to discuss the key driversieh are influencing environmental
finance as well as innovative financial mechanismiéch could be applied in the
upcoming years.

Due to sustained robust growth since 2000 in Satimaoverall economic context for the
conduct of environmental policy has improved over past years. It was recognized the
need to pay special attention to the ear-markeaiusvenues, the likely impacts on the
wider economy, and to reducing environmental pmhutThe Law on environmental
protection of 2004 gives legal force to the polidays principle as well as the user-pays
principle. The Law also explicitly recognizes tloderof incentive-based measures, such
as economic instruments, for achieving environngatécy objectives,

The new established Ministry of Environmental Retiée goes further in the process of
decentralization of the system of environmentaiicing.

The future legal framework increases the levelmfirenmental financing, introducing
the new financial recourses for environmental gride including involvement of
private sector actors in financing environmentgbiovements such as legal possibilities
for private companies/industries to invest in emwvinental improvements, public-private
partnership and loans from commercial banks foirenmentally related projects, as
well as strengthening of funds capacity, on natiand local-self governance level.

What | would like to point out is the progress, mad integrating environmental
concerns in the privatization process. Recognizimg strategic investors will be
reluctant to invest or will heavily discount thaiffer prices if there are significant
unassigned environmental liabilities, in 2003, tRevernment amended the Law on
Privatization to state that liability for environmal damage caused by a socially or
state-owned enterprise up to the date of privadizatests with the state. In the process
of privatizing the Copper Mining and Smelting CompBor, one of Serbia's foremost
environmental hotspots, this legal clarificationpkying an important role in the
determination of the funding responsibilities fdeaming-up "historical pollution' and
mitigating "current pollution” associated with teaterprise's ongoing operations. The
Government is using World Bank support for cleanipgistorical pollution.

At the end | would like to underline harmonizatwith International Environmental
Law, because the similarity of environmental proidethroughout the world has led,
through trial and error, to similar legal approacteeaddressing these problems.
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