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Belgrade Waterfronfls the largest project development
in the city.
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1 Investment ofmore thane3.0billion,

1 Construction of 1.8nillion square metres of
mixed-usespace,

5,700 residential units,

600 hotel rooms,

120,000square metres obffice space,

170-metre tower.
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The works on two residential towers with 296 apartments
and a total areaof 68,000 square metres commenced In
September 2015.
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| Project Development Office of the City of Belgrade

City Governmentsuccessfullgonsolidated the public finances and public utility comparied
introduced costsaving procedures in dayo-day business,installed strict monitoring
proceduresof the new philosophy andnnounceda zero new debt policy. The main focus of
the City of Belgrade now is foee up resources fordevelopment projectsand to concentrate
on investors asn attractive, modern and stdd partner.

Project Development @¢€eis the product of thistrategyand has a task to:

Maintain a detailed project base,

Attract new investors, with a special accent on privptélic partnerships,
Organise a onstop-shop office for contact and communication with investors,
Actively paticipate in initiationand realigtion of projects,

Mediate the communication between the investors and various city bodies.

= =4 4 -4 A

Belgrade currently hagpproximately60 projects in varioustages of preparation or realisation.
There isalsoone companyfrom the privatisation portfolicon offer, more than750,000 square
metres of land ready for greenfield investment,ncluding the newly-established Belgrade
Economic Free Zone

By centrali;g the project and investment management at the city leBalgrale introduceda
detailedand upto-date overview of the stage of realition of every projectn the pipeline of
any arisng problem or missing resourgcall in order to act quikly in overcoming obstacles and
acceleratinghe investments.

The ProjectDevelopment Officdeam wishes you a warm glcome to Belgrade, city dhe
future, and is at your disposal at all times
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Il City of Belgrade

Belgrade has a 7,000 year long history and is one of the oldest cities in Europe. It lies on the junction of

two panEuropean Corridors, VII and X, as well as on the route connecting Romania, Serbia, Montenegro

and Italy, therefore offdng investors withregional ormultinational focus an ideal location for strategic
positioning. Belgrade is the capital of Serbia, the EU candidate country with ongoing accession
YySA2GAlLGA2yas YR GKS YIAYy SO02y2YAO FyR LRtAGAOLI
almog 40%.

Belgrade is a multicultural, vibrant and diverse metropolis and an excellent hostabitallinhabitants
and visitors

2.1 Basic Data

Belgrade aia Gance

Trend 3 to 5 years

Population gstimate 2015) 1,786000 @
GDP per apitain PPR(2014) €16,700

GDP as % of the national GDP 3% n/a
Monthly average salary ilPPR(2014) €1,022 lp)
Salarieggrowth 20102014 +14% @
Unemployment rate (averag2014) 16.2% c
Exports growth2010-2014 +32% @

2.1.1 Short SWOT Analysis
Strengths Weaknesses

- Strategic geo. position — 'easy to getthere'

- Strongest business centre ina 800 km diameter
- Excellent global economic relations

- Attractive business environment and low costs

Opportunities

- Excellent economicrelations and important
strategic partnerships

- Highly educated workforce

- Readiness of the projects

- Effective administration

Belgrade InvestoGuide

- Fast developing city - infrastructure capacity
requires upgrading

Threats

- Slowing European economy
- Slow procedures at the national
government level



2.1.2 Geography

Belgrade takes a central position on the Balkan Peninsula, at the confluence of two large international
rivers, the Danube and the Sava. The main characteristic of the city is its territorial diversity: the north is
a vast plane, featuring one dhe most fertile grounds in Europe, and the south is hilly, with two

mountains, Avala and Kosmaj. The urban area of Belgrade is 3,223 square km and the city area is 360
square km
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The central position of the city is also confirmed by the vicinity b&otegional capitals, for instance:
Budapest 369 km, Sofia 379 km, Zagreb 393 km, Skopje 440 km, Sarajevo 325 km, Podgorica 450 km,
and Bucharest 614 km. This fact makes Belgrade ideal for settling regional headquarters and for
organising various eventspnferences, congresses and other gatherings

2.1.3 Demographics, Human Capital and Purchasing Power

Begrade has a population of 1,7880, and is the 1%largest European city. The population growth has
shown a constantrend within the last decade (28 inthe period between 2002 and 201§ 100%
through newcomers. Moreover, in the last 3 years the new born rate started picking up pace, an
SyO02dzNy 3Ay3a RSGOSE2LIVSyid F2N 0KS OAGe&Qa 7Fdzi dzNB

Averageunemployment rate in 2014vas 16.24 Approximately 81000 of the people looking for a job
have experience in various industries and could immediately enter a new pogMapnoximately 286
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of the unemployed have a college or a

university degree.More than 8% of the Net Salafes in Belgraden Euro

active population has high school, coliegr 200 478 471
university education poshg an exceptional 450 460 450
human capitafor all kinds of investments

. . 400
In 2014 compared to 2013Euro salaries in
Belgraderemained at approximatelthe same 359
level

300

In PPP termsmonthly awrage salary in 2011 2012 2013 2014

Belgrade in 2014vas approximatelg 1,022

2.1.4 Infrastructure and Science

Belgrade proactively startedipgrading the city infrastructure with a specialfocus on regional
integration in allareas

Roads

Belgrade is on the junction of European roads0EE75 andE763. The highway network connects the
city with all important regionakentres such as Budapest, Zagreb, Sofia, Skopje and Thessaloniki,
whereas the highway towards Montenegro is under construction.

The padnetwork connectsll economicand @mmercialzones within the city

Rail Transport
Belgrade lies on an important railway corridor, connectimg Middle East, Turkegnd Greece with the
northern and western parts of the Europe&mion. Thisis the mainlink with the segorts relevant for
Serbian exporters, such as Thessaloniki and Bar.

Theralil transportin the cityis soon to be revolutionisethecause of the largapcominginvestments in
two newtrain stations, Belgrade dhtre and NewBelgrade At the same timehe infrastructure is being
upgraded for the introduction of new commuter lineonnectingthe suburban parts with the centre. A
new 15 km line, wortre 69 million,is currentlyunder construction between Belgrade and Ba8 @ 2

Rivers

Belgrade lies on the confluence of two langeers, out of which the Danube has a special international
importance. Via this river and via the RheMain-Danube canal the city is directly connected with
Budapest, Vienna, Bratislava and one of the largest ports in the world, Rotterdam, in the &sovii]|

as with the Port of Constance and the Black Sea in the East. The Port of Belgrade is therefore a

AAAYATAOLYG LXF&SNI 2y GKS OFNH2 NRdiS 083688y (KS

has become an unavoidable stop for large riererisers
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Airport
.SEIANIFRS FANLERNI WbAl2fl ¢SatlrQ o!b¢d Aa GKS
increase in the number of passengef$fie growth was 31% 2014and 3% in 201%hen 4.78 million
passengers used tHe A N1 32riMde<pkacingit among the serious players on tirgernationalscene.

Number of passengers at Belgrade Airport With the new partnership
4.776.110 between Air Serbia and Etlhad
>000000 7= m e e e 4638577  oammm the number of transit

assengers has been on a
4.000.000f - 3943194 S P g

3.363.919 constant rise; at the same time,

3.000.000 4- — — S — —— the destination network and
connedions with  important

2.000.000 1-— = - = ——  financial, touristic, cultural and
1.000.000 1 — o - o o polltlcql centres have been
improving month after month

0 Moreover, the réaunch of long

2012 2013 2014 2015 haul operations to the United
States is scheduled for June

2016

All these positive developmentsontinued to pushthe aA NJLJ2sNte (péice up, resulting in a 20%
growth in 2015

Telecommunications

Bdgrade is the telecommunicaticcentre of Serbia and the headquarters of all important companies in
this industry. At the end of 2014, 99 of thecity was covered with the TV signal, ®3with the mobile
network and 73% had cable TV signal. Approately 706 of the population hamternet accesgrom
their homes.

University and the Scientific Research

In school year 2(8/2014 approximately 129,00 studentsattended approximately 100facultiesand
colleges

155 research and development organisations in Belgrade employ approximatél@Q@eople out of
whom 8000 are scientists4,600 with aPhD) 53%of these organisations specialise in sophisticated
areas suchas techmwlogcal development, medicine, mathematics etc.

Belgrade InvestoGuide 9
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Ill Belgrade as a Business Centre

Grossdomestic product of Belgrade in2014 was approximately12.9 billion; GDP per capita was
therefore approximatelg7,700. In PPP termthe GDP per capita wal6,700.

Foreign direct investmentsn Belgrade in the perio20052014 totalled €5.9 billion or approximately
€3,530 per capita.

Exportsof the Belgrade &jion reached2.4 billion in 2014 Average growth of exports in thegeriod
2011-2014 was %.This trend is expected to continue in the years to come.

In 2014 the imports were €6.6 billion, revealing greatpotential for FDI in locamanufacturingand
services.

3.1 The Improvement of the Legal Environment

In order to improve theposition on the global investmerdestination map the Serbian Parliament
passednumerous lawsdirectly responding to the challenges of the local businesSesheof the more
recent ones are presented below

3.1.1 The new Law on Investments (2015)

This Law, most importantly, establishes equal rights for domestic and foreign investoosg/other
improvements the Lavintroduces clearoles and responsibilities a@fie government bodies in case of
disrespect of deadlines and significantly improves the overall business environment for the procurement
of investments.

3.1.2 The Labour Law (2014)

This Law hamonises the Serbian with theuEbpean legal environmentand provides more fiexible
solutionsfor employers, such as

Extendinghe temporary work period to 24 months,
Limiting the overtime work

Introducing éectronic forms for salaries

Extending the notice period (now minimum & days)
Terminating employmentade easier

= =4 =4 4 =

3.1.3 The Law on Tax and Tax Administration (2014)

This Law thorougly modernises the tax procegs Serbia by introducing mandatory online submission
of tax forms.This facttherefore significanthysimplifiesthe taxproceduresand saves time and money
both the companies and the administration.

3.1.4 The Law on Planning and Construction (2014)

This Law revolutionises the building permit issuance process, by introducing tkstaprehop concept
into the communication betweerthe client and the institutions and by limiting the application
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processing time to 28 days. In order to tackle the potential corruption the new lsongaves interested

parties anoption to follow the applicatiorstatusonline.

Another important aspeobf the Law is the improvement of the energy efficiency of the objects

3.1.5 The Law on Energy (2014)

The Governmengnactedthe new Law on Energat the end of 204. This solution aims to integratke

European legal practice into the Serbian regulatmmenergy and to set the base for the European

internal energy market. This Law also brings the application of the directives onbonales power

grids and on promotion of energy from renewable sources.

The law is set to improve the business environmetat simplify the procedures for investments in this
industry and to remove identified problems in the production, distribution and the supply of efiergy

district heating

3.2 International Relations and Agreements

With signedfree trade agreements Serbianompaniesalready have an access to a 1.1 billion people
market. Belgrade, the centre of the countiy at the same time the centre of theternational business

dialogue ad cooperation, and ever more the place where foreign investoeet andgain business

contacts

Belgrade has always been striving towards diversity, in both cultural and religious terms, as well as
towards nourishing therelationshipbetween the East and the Weghe North and the South. As the
historical capital bthe NorrAllied Movement candidate for the European Union, the centre of the Free

Trade zone with Russia, Belaarsd Kazakhstanthe phce of the special relationsith the Unted Arab

Emirates and PeoplestRublic of China, Belgragmssessea signifcant advantage compared to similar
investmentdestinations becauset welcomesbusinesgeople from all over the world as a friend and a

stable partner.

Free and PreferentieaTrade Agreements of Serb@aOverview

Market Type Market size (population)

European Union Preferential Trade Regime 494,070,000
USA Generalized Systeof Preferences 302558000
Russia, Belaus, kazalkhstan Free Trad Agreement 168,640,600
CEFTA Free Trad Agreement 29,990542
EFTA Free Trad Agreement 13,000,000
Turkey FreeTrade Agreement 75,000,000
Total 1,083259142
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3.2.1 Preferential Trade Regime with the European Union

According to theStabilisation andAssociatiomrAgreement(SAA)Serbian exportso the European Union
are not subject to taxation, excefbr some agricultural products underlyirguotas €.g. baby beef,

sugar and we). Imports from the Union are tax free for more than 95% of the produgith the

exception of sometrategicagricultural products.

3.2.2 Free Trade Agreement with the Russian Federation, Belarus and Kazakhstan

The cooperation betweerserbiaand Russihad historicallyalways beenmportant to both sides but, in
business terms, this cooperation was intensifadter the signingof the Free Trade Agreement in 2000.
Later on Serbia signed similar Agreements with otireambersof the Customs Union, Belarus and
Kazakhstan

The Agreemenstates that all products with deast51% of the componentgroduced or manufactured

in Serbia can bexported to Russia duty fredhe onlycost for the exporterss theimport taxof 1%. The
list of productsnot subject to this regimés updated yearly and@urrentlyincludessome sorts otheese,
white sugar, sparkling we, cigarettes cotton materialssome models of tractors, compressors and cars
(2011).According to the latesannouncements (end of 2014) cars actieese produced in Serbiauld
soon be taken off the list

The Agreements with Belarus aritbzakhstanare similar to that signed with Russia, with small
abbreviationdn the liss of products

Serbia is one of the few countries with suclpr@ferential treatment relative to the Customs Union,
turning the countryinto a veryattractive FDI destination fananufacturers targeting the Customs Union
member states

3.2.3 Free Trade Agreement with Turkey

Serbia and Turkey signed &greementsimilar to that signedwith the European Union. The only
difference is in the tratment of agricultural products that argtill subject to taxation, except for those
includedon the list of the Most Favoured Nation.

3.2.4 Free Trade Zones CEFTA and EFTA

Serbia isalso a membebf another two important free trade zones, namely CEFTA (Adb&usia and
Herzegovina, FYRlacedonia, Moldova Montenegro and UNMIK Kosovo) aeFTA Switzerland
Norway, Icelandand Lichtensteir). CEFTAgreementrelates to all industrial and agricultural products
mainly produced in Serbi&EFTAAgreement partly limits the exports of the fistroggucts whereas
agricultural products underlibilateralagreements between the individual member states.

3.2.5 Negotiations on Free Trade Agreement with Egypt

Negotiations on signingf the free trade agreementwith Egypt are ongoingnd once completedwill
allow Serbian companies access to a marketrcddditional80 million people.

Belgrade InvestoGuide 12



3.2.6 Significant Relations and Strategic Partnerships

Serbia has establishegignificant relationsvith other countries concentratingon expansiorof business
cooperation andn protection ofmutual investments.

Special Relations with the United Arab Emirates (UAE)

The Republic of Serbia and UAE signed an Agreement in 2013, stressing the mutual protection of
investments. This cooperatiaesulted n construction of the first two residential towers of the Belgrade
Waterfront project, envisaging development @f8 million square metres fomixeduse commercial,
residential andffice spaceanda foreign direct investmenaf more thane @ billion.

Special Relations with the People s Republic of China

TheAgreement on Strategiartnershipbetween Serbia an@€hinawas signedn 2002 Frst investment
realised under this regimethe BelgradeNorthern Gty Bypass(SMT), worth approximatelye 200 million
¢ was completed in December 201%ther ongoing Chineseinvestmentsare: construction ofthe
highway connecting thecapitaland the Southwestand upgradeof the KostolacoaHired power plant.
Beginningof the works onhigh-speedrailroadbetween Belgrade and Budapest is expected in 2016

3.3 Main Industries in Belgrade

The heavyindustry has almost completely beeaxpelled beyond the city limits. Approximated$o of
Belgrade companies deal in telecommunications, %2 in scientific, profesional and innovative
industries, and % in civil engineering. h€ most importantindustry is trade, witha portion of
approximately25%. Accommodationand food servicae experience a growing trendhut still take only
5% of the total number of companiegevealingtherefore a largeinvestmentpotential in this field

Breakdown of Belgrade business

Sophisticated, _
scientific and Processing; 9,8%

innovative 11,5%

Construction and civil
engineering; 6,8%
Trade,

24.8% Telecommunications ,

4,7%

Hospitality and
gastronomy; 4,9%

Transport and

warehousing; 8,0%
Other,

22,0% Art and entertainment;

Administration 3,4%
4,2%

There are approximately 111,000 SMEs in Belgraagloying 256,000 people amdpresenting 34% of
all SMEs ithe Republicof Serbia
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3.4 Tourism

Belgrade isreturning to the European touristic
number of foreign visitors in the period 2009
2014;in 2014 the growth was4P6 compaed to

2013

This trendinstigated arue construction boonin
the hotel industry attracting ever more

international chainsinto Belgrade Sme

of

them, such as RadissonBlu, Crown Plaza,
Holliday Inn,and Marriott already opened their
doors for the visitorsTheconstruction works on
the hotels that will operate under the brand:
Hilton andKempinski will commence in 2016

3.4.1 Belgrade as a Congress Centre

Owing to its perfect geographicposition,

connectionwith the world, andsignificanthotel capacities
Belgrade managed tolimb from 168" to 44" placeon the
list of the global congress centres between 2007 and 20
Belgradereachedthe 22" position on the European lisand

already ehigh 4" placein Eastern Europe

majn grand style recordinga constant growth in

Tourists in Belgrade

800000 ———————— .

700.000 ~

600.000 -

500.000 -

2011 2012 2013 2014

excellent

Belgrade as a@hgressCentre

Ranking by the International Congres;j
and Convention Association

International Congresand Convention Associatiooonsider

Belgrade one of théastest developing cities in tHadustry.

3.4.2 Belgrade as a River Cruisers Destination

Global ranking 44
European ranking 22
Eastern Europeanarking 4

In the last couple ofyears Rlgrade establisheds position on theriver tourism map with a constant
annual increase in dockings26 cruiserswere recordedat Sava passenger terminal 2014 carrying

approximately64,500 tourists.

Number of River @Giisers ckings andNumber of Passengers in Belgrade

Cruisers bckings Number of Bssengers
2011 445 54,019
2012 480 63294
2013 510 62573
2014 526 64468
Increase 2012014 18% 19%
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IV Belgrade Investment Potentials

The City oBelgradeprepareda clear development strategy for the period 262820 with a precise
action plan, determined roles andtroduced astrict system tomonitor the realisation.This strategy
envisagesnvestmentsof approximatelye4 billion with a speciafocuson:

Human apital,

Infrastructure (energy roads and railways

Sustainable economic growfaccent on the environmental protecti¢and
Development ofnstitutional capacities.

= =4 =4 =4

The City Government is determined to endurdhin zero newdebt policyand for that reason ispen to
all investas willing to investunder the regime b private-public partnership. ThereforeBelgradeis
seekingongterm partnerswith strong track recordandgreat experience in theindustries

4.1 Infrastructure Development Projects

In order to secure the lonterm developmentandto respond to investoi@equess for infrastructural
improvement Belgrade begathe realisation ofsignificantprojects The most important ones arine
construction of the new roadsush as the city bypass, rail lingsew trainstations, new buserminals

metro andthe airport. Belgrade Land Development Public Agency is the City institution responsible for
planning, design, public procurement process and realisation of these projects.

4.1.1 Road Infrastructure
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Northern City Bypass (SMT) The Zemun-B o r Brigge

The SMTencompasses the construction of new sectioas well as the reconstruction of the existing
ones in orde to close thesecondring road aroundBelgradeand to improve the communication
between various parts of the citA 21 km long6-lane express road, including a bridge over the Danube
River, hasbeen completed in cooperation with the Chinese partners and nowonnecs the
municipalitiesZemunand Palillaand mae than half a million of theicitizens The total investment was

F LILWINREAYI GSt& ennn YAffA2YVOD

The most significant aspect of this projestie diversion ofransit and tru&s from the most attrative
parts of the city centrehat await aseriousreconstruction and redevelopmemprocessn 2016

Highway and Railway Bypass SectorCand t he rilggi n¢a' B

In order to completely fre®elgradefrom the transit traffic the missingparts of the highway and railway
rings must be completed, so that trucks and trajrespecially thosesarrying dangerous goodsould
bypass the cityThere are projects for these sections, whemy the investmentin a new bridge over
the DanubeRiverwould cost approximatelg260 million This project igart of the alreadymentioned
corridor connecting Romania, Serbidontenegroand Italy

Inner City Ring Road (UMP)

One of the largest investments the city infrastructureis the construction of the inner city ring road
meant todivert the traffic around the city centre. So far a few sections have been completed, including
the already famous AdBridge, the topic of one of theDiscovery channé LJA & BuiStdiggeiQThe
construction cost of the bridge and the adjaceoddswags npn YA f f A2y ®

Remaining sections dhis project includetunnels bridges andntersections in highly populated areas
bSEG Ay fAYyS F2NJ) 02y &aiNHz0GA2Yy A& GKS WwWe2LBARSND
million.

Reconstruction of the Ruzveltova Street

In order to tackle traffic congestion and improve the intcty communicationBelgradeconducts

various smallemprojects An important one is a thorough reconstruction of theRuzveltova Street, the

main entrarce into the city from theNorth-east Serbia and Romania. ThismH ®p  pfojettt A 2 Y
incorporatesconstructionof a completely newroad and tram infrastructure and once completed in

2017 will significantly increase both the safety afficiency ofboth tram and road networks

Reconstruction of the Slavija Square and the Osloboadjenja Boulevard

Another significat traffic improvement project and the answer tne of the largesproblemsin the

city isthe reconstruction of the SlavijagBare and Oslobodjenja Boulevar@hise35 million investment

introducesa better solition for the intersectiorof car, trolleybus, tram, buand pedestrian trafficof the

square and a completely new road and tram infrastructure in the boulevaraddition this project

intendsto makethe suroundingsvisually more attractive, witlalarge fountaink Yy R @A & A G RANB Q LI |
the middle of the square.
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4.1.2 Rail and Bus Infrastructure

The New Main Train Station Belgrade Centre

In order tomakethe central city areas next tthe Savaembankmentavailable fordevelopment the

current central station must be moved to a new location. Brideavouris partof the \BelgradeRailway

dunctionQ LINR@ISNIISR Ay mMdpTtnad az2NB (GKI Yy e ménotheeeMintnk 2y K
million required to complete thamissingfacilities Al platforms of the new statiorwere put into

operationin January 2016, securittige train traffic for more than 8 million commuters every yeahe

new central train station is envisagedafuture hub for 50 millionpassengers

Further investments in theailway junctionare expectedin the near futurein orderto free up the
constructionsite for the largest real estate development project inSf I NI RS té 'Belgade i 2 NB X
Waterfront'.

Block 42' Complex The New Train Station No v i B eandjthe aNelw Main Bus Terminal

Together with the relocation of thenain station, the need to reconstruct the existioge in New

Belgrade emerges in order toeet the requirements of dast developingcity. The importance of this

station is in itsvicinity to both the largest business centre of thity andthe future mainbusterminal.

WhSg . SfaBMI RS®D® a3 GKNRJdZAKQ adldAzy FyYyR AdG oAttt o0S
n H Théwinningdesign for the whole complex envisaggsvelopment of approximately 8200 nf of

business and commercial space.

The new main buserminal has a goal tadivert the intercity bus traffic from the centre to a new
location, which isperfectly connected with dl parts of the city. The project encompassé¢he
construction of another,mallerstopin Autokomanda, in the southern part of the city.

4.1.3 Belgrade Underground Railway System the Metro

The construction othe Belgrade metro has beeim planning sincel958. Althoughthere have been
numerousinitiativesand studiesthe realisationpicked up pacenly at the end of 2014A study on the
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passenger numbers has been completed and another &m® ongoing:The Network Plan and The
Update of he Transport Model of the City of Belgrade, both an important input for the general SMART
plan onintegrated publictransport Accordingto plans3 metro lineswill be built, where only the first
2yS 02dZ R 023aid Y2NB (GKIYy em O0AffA2Yy®

The revision of theearlier concepts othe line network is urgentdue tothe new situation arisinfrom
the development ol . S f Watdrfl@Qwhere approximatelyl.8 million square metres of mixedse
spacewill emergein the city centre.

For further detail on largscale infrastructure development projects please wisitw.beoland.com

4.1.4 Belgrade Airport 'Nikola Tesla' and the Strategic Partnership between Air Serbia and Etihad

Belgrade airportas already mentioned, is one of the fastest growing airports in terms of passenger
numbers. One ofthe reasons for this growtlsithe strategigartnershipbetweenAir Serbisand Etihad.

This is at the same time one thfe most successful projects of the Serbian Government, who retaaned
51% sharen the national carrierselling the remaining 49% to the partner from the USBnificant
aspectof this transation was the fleetrenewal with 10 new aircrafts Approximately2.3 million
passengers travelled with Air Serbia in 2014 jrameaseof more than 686 compared t02013, placing

the company among théargest airlinedn the region. This trend contindein 2015 as the growth in
passenger numbers in the first 9 months cead 106 ®mpared to the same period theegr before.

Thisgrowth will soonpush theairportQ @nnualcapacitiesof 5.5 milion passengerto the limit, justifying

therefore an urgentexpansion The plans encompassaadditional runwayand a train connection

between the airport and the city centrénvestme/ 1 & FTNRY 2 ¢y & 20daNlUoBadl bd & KA I K
realisedin the next three yearsThe Government of Serbia is interested in finding a renowned private

partner for the airport.The prefeable investment model is a concession

| < BELGRADE  TESLA AIRPORT
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4.2 'Belgrade Waterfront' Real Estate Development

In cooperation with the partners frorthe United ArabEmiratesthe CityGovernmentrevivedthe long
awaited project of the new city cergron theriver banks. Approximatel90 hectares of land in the
prime zone will be freed up after the current Belgrade centrain station has been moved to rrew
location. Simultaneouslyith this procesghe works on the firstwo residential towers with a gros
usable areaf 68,000 square metres commenced in September 2015.

An investmentof more thane 3.0 billion entailsthe development of

5,700 apartments

600 hotel rooms

120,000 square metres of office space,
170-metre tower.

=A =4 =4 =

Along with thebuildingsa whole new road infrstructure will be build, featuring wide boulevards, with a
well-integratedpublic transport, both above and underground, new parks, squanesgumsetc.

Y. St 3 KerfR&OskRould reinstate Belgrad® position on the global reastate map. Thénterest
for the project is large, supported by thmimber of already reserved apartments and offices during the
preparation stage

4.3 Energy

Belgradehas beerrapidy developingand thereforehas beerconstantly increasing theeed forenergy.
In the period from2001to the relevant period2012-2014the consumpion of the electric energy rose
36%, consumption oheatfor district heatingl 6% and the consumption oiatural gas37%(the relevant
period isreferred to because of thescillationin the annual consumption based on the weather

conditions).
in MWh '000m®
Av. Av. Av.
2001 2012 Increase| 2001 2012 Increase 2001 2012 Increase
2014 2014 2014
5,521,048 7,529,206 36%‘ 2,454 2,853 16%‘ 328,009 449,546 37%

Thesenumbers clearlyunveil the necessity foinvestments in the energy production fac#éisi. In the
previous decades npower plants were built

4.3.1 Investments in Renewable Energy Sources

Delivered éectric energy in Belgrade was968172 MWh in 2014 Heat for district heatingis
predominantlyproducedfrom gas(88%)andheavyoil (11%).This factunveilsan enormouspotential for
investments irgreenproductionfacilities i.e. the exploitatiorof the renewable energgources
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Solar Power

Belgrade has approximateBOO sunny days per year or approximateyl 00 sun hours making it a
favourable location foinvestments insolar power plants. Currently there are sach facilities in the

city. As part of thecompliance withthe European Union requirements in the field of energy efficiency,

Serbia took an obligation to raise the percentagfethe energyproducedfrom renewalbe sources to
27% by 2020Constructionof solar power plants therefore emerges as an attrachusinessoncept

Attractive investment possibilities include

1 Installing solar panels on raops of variougity institutions,
1 Installingsolar panels onnivate homeswith support from theGty Administrationwith permits,
1 Building solar power farmsa the outskirts

According toexisting studies 45,00860,000 MWh could be producettom the colectors for the
conversion okunradiationin one year. These investments would in mid case saiS#bof the annual
energy consumption

Wind Power

The analysisof the wind power in Belgrade concluded that the suburban areas offer the largest

potential. The averagannual wind speedt three lo@tions studiedwas 4.73, 5.05 and 3 m/s.The
speed andhe turbulence of the wind suggette net factor use capacityfahe perspective wind plants
in the range oR5 to 30%per annum(equivalent time with nominal power of 200to 2,600h per yeay).
This factor is much higher thamthe existng plants in the European Union, where it stand2G#o.

According to recenanalysison installation of wind generators, a MW plant would require an area of
1 squarekm. Therefore the location with suffent landfor wind parksof 50 MW and more would be in
the northern parts of the city

Geothermal Energy
Bdgrade lies on a vast hydro geothernpaitential fordistrict heatingenergy In the centrakity area the
temperature of geothermal wellsangesfrom 15 to 23°C whereas in the outskirtsvells with a
temperature as high as 5@exist Having in mind the pustand the renewable aspect of ihenergy
source it is marked onef the main strategic goals of t@ A (s@st@idabledevelopment

Attractive investmentmodels include

1 Gonnecting largalistrict heating plants to geothermal sources,
1 Gonnecting largeeity institutions to geothermal sources (individual buildings)
1 Constructingnew district heating plants

Belgrade InvestoGuide 20



Belgrade district heating systerhas a full installed
capacity of approximately 3,000 MW Geothermal
potential of the quaternary and pre quaternary

sediments totat 1,190 MW, meaning that 40

approximately40%of the O A (néef @rdistrict heating of Belgrade's
energycould beproducedfrom this source heatcould
come from
Biomass geothermal

sources

Biomass isanother significant source of energy fo
Belgrade Analysis showghat electric energyin the
range of 700,004,800000 MWh per annunctould be
producedfrom agricultural wasteBesidethat there is
alsoa possibilityto exploitwoodenpellets A few studiesnalysing this potentiadre ongoing

Attractiveinvestmentmodels include:

1 Buildingnew plants using biomass as fuel,
1 Replacing outdated plants, using highly polluting fuel, with ree@susing biomass.

The cityhas already identified a couple of potential locations for the constructiordistrict heating
plants, so that the realisation of thiavestmentcan be relatively quick.

Energy Infrastructure Investment Peline

Project Amount Status

Suburbardistrict heating pipeline froffPENT Q e mymT Urbanand feasibility studies
to the heating plant '‘New Belgde' completed.

New heat pump in thedistrict heatingplant
WNew Belgrad@

€ mmn Conceptual design, draft

Replacing oldlistrict heating pipelines €l5m Main project, analysis of the curren
network losses.
Installing a biomass boilen the DHplant

U+tAOyaB& 61+ o €3 M Feasibility study, conceptual design

Installing a biomass boiler in thgHLI | Y u €25m  Preliminary internal analysis
Reconstruction of the heating plag St 1 y €2m  Preparation of main projecbngoing
Water and oil treatment plant elm Ongoing revision of the main projec
Total € 0 MM
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4.4 Public Lighting

Public lightingtakes the portionof approximately 2.4% in the total electric energy consumption
structure. This fact is important having in mind that Belgrade is one of the few cities that have a public
lighting networkdisintegratedfrom the electric energy distribution system. In order ttecrease the
consumptionand to improve theenvironmentalprotection theimplementationof clean technologies

a necessity

Attractive investment models are via;

1 Replacing the old mercurybased, public lights, with newodium high pressure sources and
thereto belongindamps
1 Installing new public lighting network in the parts of the city with an underdeveloped network

PublicLighting hvestmentPipeline

Project Amount Status

Improvingpublic lighting installatiorg, . .

" € HM Preparation oprojects
Suign
Improvingpublic lighting installatiorg, € Mcnby Preparation of projects.
Grocka
Improvingpublic lighting installatiorg, €151 m Preparation of projects
Mladenovac
Imprqvmgpubllc lighting installatiorg € Mo Preparation oprojects.
Barajevo
Improvingpublic lighting installatiorg € mom Preparation oprojects.
Sopot
Improvingpublic lighting installatiorg . .
Obrenovac € pn Preparation oprojects.
Total €y nbn
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4.5 Water and Sewerage Infrastructure

In the period 20158020 Belgrade plans significant investments in water production veastewater
treatment infrastructure The strategy has recently been confirmed by thewuoent, defining the
works and the sources of finanéar the next10 years.

4.5.1 Water Infrastructure

The investments in drinking water production inclutie improvement ofthe distribution network,the
expangon of the total system capacity, but before, éifie tacklingof significant systeniosses

Production and @nsumption of Water in Belgrade [EARSSCINY

investments to upgradethe
2012 2013 2014

: : existinginfrastructurein order
Productlon_ of water in _OOO m 236,523 227,723 208670 to achieve savingsia Energy
Consumption of water in '000°m 161,476 155,698 140,241

Losses in '000 i 75047 72,025 684m erormance  Contracting
concept using arESCO

Losses 32% 32% 33%

All suburban watepipeline networks show some kind afysfunctionand therefore require largefunds
for the reconstruction.

Water Infrastructure InvestmentPipeline

Project Amount Status
Various works on the reconstruction of the olc For some stages the main project is
water treatmentplant'M4 A O LY |y €296m completedand for others main
of KS y Sg tdtesyptdnO L L Q project preparation ongoing
Reconstruction of 20 water wells €l2m Main projects for 3 wells. Main

project for one more ongoing.
bS¢ LizYLIAy3d @il A2y €5.0m  Main project

Newwater pipeline in Kaludjerica €3.8m Main project.
New water pipeline in Banovo brdo €2.6m Main project.
New water pipeline PinosaxBeli potok €2.0m General project.

bS¢ o1 SN LIobiwdvdi y S { €l.5m  Conceptual design.

Total €56.5m
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4.5.2 Sewerage Infrastructure

Belgrade sweragenetwork is underdeveloped; thereforsomeparts of the city stilllack connectiorto

the system.

Currently allwastewateris directlyreleasedinto the rivers via 29 outflows. This is a large ecological
problem of the city and at the same time an

Households wih Sswer Connections

2012 2013 2014
Total connections 518,586 533,473 557 686

Increase - 3% 5%

connected to the sewerage netwark

immense investment potential, especially

having in mind that Belgrade and Serbia

must improve the sewenge system before
joining theEuropean Union.

Approximately 30% of the city is still not

Significantinvestmentpossibilities open with the necessity tild 4 wastevater treatment plantsg

Vell 2 asSt 23 . Il eNIADWith thehadjacéntatrgsirGtlire in terms of collectors and

secondary netwdk. Idealinvestmentmodelwould be via privatgublicpartnership

Sewergelnfrastructure InvestmentPipeline

Project Amount Status
Wastewatertreall Y Sy G LJ | y gph&8elSf 7 €100m  Feasibility study
2 3086 GSNJ NS G Y&fylalphase | €76.8m  Feasibility study.
t dzy L.‘JA ya aubuizy O3 0654 €29 m Preparation of documents.
connection
§ewer QIIechrLERVenizeIOSO\/QNith the cqnnection €248m  Conceptual design
(2 GKS LidzyLAy3 adlidazy ' '
wWSYFAYAy3 aSOGA2ya 2F (1 e€242m Conceptual design.
2 2086 GSNJ GNBFGYSyY G LJ | e mcmbp Conceptual design.
21 20GS6FGSNI GNBFGYSYd LIX I € wmmp Main project.
wlk Ay O2ftf S@G2N WYdzy2 RN e mm  Preparation of documents.
bSé NIAYy O02ftfSO02N) Waz2]! € dmo Preparation of documents.
21 20GS6FGSNJ GNBFGYSyYy(d LX | eymn Preparation of documents.
New pumping station 'Batajnica 1' € y mm Conceptual design.
2 20GS6FGSNI GNBFGYSY G LI €pn Conceptual design.
bS¢ LizYLAyYy3a abe@rRey WDI1{ € pn Preliminary analysis finished
bS¢ LzYLIAy3a aidl A2y Wa22: € omp Preparation of documents.
Sewer collector ih & i NHzOy A Ol € 0 MH Preparation of documents.
{S¢l3S O2tt SOG2N) W~ y3Ili €odm Preparation of documents.
Total €3429m
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4.6 Waste Management Plan

4 + A \aridiill Heprdsentsone of thelargest ecological problems Belgrade. A longerm solution for
the collection, separation, recycling arttie use of waste for energy production is required. In
compliance wh the Serbian Bategy on waste management 202019 the City definedoalsthat must
be met by 202®n the local levelincludingl4 of its municipalities

In orderto fulfil these goals the Gijtof Belgrade announced request for qualification for the PPP Project
for the provision of services of treatment and disposal of residuastevan August 2015Eleven
companies submitted their offer out of which 5 qualified for the final phase. The private partner will be
selected in 2016 when the construction works should also commence.

4.7 The ESCO Model Renewing Facilities to achieve Savings

Many projects have been identified for thisvestment model especially due to the@umber of old
facilities andoutdated technology in the fields of:

Energy production
Public lighting

Water infrastructure, and
Sewengeinfrastructure

= =4 =4 =

There isa possibilityto establishprivate-public partnershipswhere the partner would invesand also
guarantee the expected level of savings due tgrioved technological solutionsyhereas the City
would pay an amount to thpartnerdefined by the contract, atpl to a portion of the savings achieved.

This model, known under the concept EPC Energy Performance Contractingfid executed via the
ESCO (Energy Service Compairycture has alreadyden applied worldwide and perfectlyoincides
with the zero new debt policy of the CiGovernment

Although there are a few different EPC models, the most attractiveis the so calledSharedsavings
EPC(presented below)
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Energy Services, equipment,
Installation, M&V of savings

ESCO
4
&
Shared savings based , <
-~
on per‘fnrmancef Debt
e Loan
Client: pid payment
/z’

The City of -~
Belgrade Fil'lEI'ICiEl

Institution

Under this modelthe client receives new or renewed fadiis, as well as the guarantee for the
increasedefficiency i.e. the savingEESCQaises debt andsi responsible for the repayment, beitige
only party tothe contract with the financing institution.

Belgrade identified various projexattractive for this concept, presented in the table below. Thés is
not definite and the Cityeagerly awaits further investrme ideas and suggestions in this field.

EPC Mdel eligibleProjects
Project Amount Type

Improving the public lighting installationvarious
municipalities

Replacing the old heating pipelines €15.0 m  Energy infrastructure
LyadalftAy3a + 0A2YlFaa o02A
olyel Q

Installing a biomass boiler in the heatihgf I y i W. €25m Energy infrastructure
wSO2yailiNHzOGA2y 2F (KS KS €20m  Energy infrastructure

€80.4 m  Public lighting

€3.0m Energy infrastructure

Total e Mmnmd

4.8 Belgrade Wholesale Market Vel et r zni ca

+St SGNDYAOlI gl a SailofAadaKSR  whblesalenmarket of Fresh B, Y 2 (G S
vegetables, meat, fish and flowers. The company is situated in the western part of the city, on an 18,500
square metre site, and features a 7,000 square metre open market area and a 3,000 square metre office

and warehousemce.
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[AyO0S +StSUNDYAOF KE& 68Sy YENISR ONMOAFE F2NJ GKS
mentioned goods, the City of Belgrade started an ambitious development plan for this company and
therefore began the realisation of the first of theo stages of capacity expansion and constructed a

10,400 square metre mixextorage, indoor market building

The stage Il of the project encompasses the construction of two more buildings, namely warehouses and
indoor markets for meat and fish productsdafor flowers, with a total area of 10,200 square meters

BelgradeWholesaleMarket

Project name Amount Status
Realisation of the Phase Il of the Belgrac Conceptual desigrClear
€ ym : .
wholesale market development ownership and propertyelations
Total € yn
+St SGNOYAOL 26ya || pninnn &lidZd NB YSGiNBE BdabR2 2 NJ L

square mete building. Combining these facilities with theolar potential of Belgradean interesting
investment concept emergesturning these two objects into solar power plantsvia privatepublic
partnerships. A rough estimate of the electric energy potential is thase plants could generate
approximately 8 to 9 MW

Belgrade InvestoGuide 27



4.9 Public Parking

Belgrade, like all large cities, suffers frarmonstantlack of parking capaciin the centre. According to
already conductedstudies 16 potential locations for the construction of the underground pulsar
parkshave been identifiednd the existingmulti-storeyabovegroundonesare ready for expansion.

Due tothe impressive growth of Belgrade airpoNikola Tesladefiningthe longterm solution for the
airport parking has also become urgent.

Possiblanvestmentmodels are:

1 Via construction of new publicar parks through pvate-public partnershipswhere the City
would provide the landand all administrative suppdy and the investor would buildequip and
operatethe object,

9 Via reconstruction and expansion of the existing objects.

Public Parking InvestmentPipeline

Project Amount Status
Underground garage 'Djeram’ € mn® H Conceptual design, building permit
Underground garage 'National Library' €T AN Existing plan on the network of public

garages. Location terms defined.
Location analysis, preparation of the
conceptual design

Existing plan on the network of public

Aboveground public garage 'Aerodrom €T AN

Underground garage ‘Kosovska €p Py garages. Location terms defined.
Marina 'Ada Ciganlija’ € pmn SoIV|_ng the owne_rshlp structur_e of the
location.Preparation of the main project
Business complex in Block 45, New Conceptual design. Solving the ownersh
€EHAD .
Belgrade structure of the location.
Total € 0 (b N
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4.10 Economic and Free Economic Zones

4.10.1 Economic zones

Belgrade envisageslfficient landfor the developmentof economic and economic free zones.

The largeseconomic zones are:

Yemurfl146 hectares of free land for manufacturing and commercial activities),
Wutoputd600 hectares of free land for manufadng and commercial activities)

Y dzNXR4A5\hectares of free land for manufacturing and logistics facilities)

Bubanj potok{166 hectares of free land for manufacturing and commercial activites)
Ybarska magistral@132 hectares of free land for manufacturing and commercial activities)

ok wbhPRE

B Economic zones
Subotica Highway

NoviSad o Zrenjanin == City bypass

o~ \
% \, \ N -\\ 20
‘</' & ' =t
{ { PAKOBHLIA

A

Y \ )
\ ‘.“ BOXOOBALL
o L
\

HYYKAPULIA

TSN
.

Rgasesntnly

Obrenovac

The land in these zones is predominantly privately owned,tbetCityalsopossessesand ready for
development ofcommercial and manufacturing facilities
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Land for Greenfieldnvestments industrial and commercial activities)

Land Area Planned development
Autokomanda 6,421 m2 Commercial / shopping mall 22,473 m?
Novosadski put 1 8,021 m2 Industrial, petrol station 6,417 m2
Novosadski put 2 74,428 m? Industrial, commercial 44,657 m2
Block 53 LOT 2 in New Belgrade 37,800 m2 Industrial, commercial 37,800 m2
Block 53 LOT 3 in New Belgrad 21,000 m2 Industrial, commercial 21,000 m2
Block 53 LOT 4 in New Belgrad 32,800 m2 Industrial, commercial 32,800 m2
S5AYAOGNR 2 ¢dzO2¢ 8,179 m2 Commercial 10,592 m2
Total 188,649 m?

4.10.2 Economic Free Zone

Belgradeestablishedthe first economic free zone on iterritory, offering specialcustoms and tax

treatment to investors who settléhere. The zone has aarea of approximately 980,000 square metres

and envisages employment of 1,540 people and investments afy YA f f A ZTflefirsté H N H N
investment isthee o n YA f £ A 2aytometivelpiarss I Mefagniloying 1,400Currentlythere

are564,900 square metresf land availabldor development of industrial andommerciaffacilities

H}

E-70 Zagreb ‘
E-75 Budapest

E-70 Timisoara

g’
-s-@
J| »
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4.11 Privatisation

The City of Blgrade redefined the strategic directions and therefore dedid¢éo sell allnoncore
businessesAt this stage there isnehighlyprofitable companyon offer for sale

4.11.1 PKB

Privredna korporacija Beograd axas founded in 1945 and is the largest agricultural company in
Serbia. The Cityolds100%of the share capital

The production ofPKBprovides the main base for the dairy, meat, animal foathd vegetable
industries; at the same time the companyaisignificant market player in the production of the base for
the wheat, baking and sugar industsiin Serbia.

7 A

The City Governmerdecided that themodel of privatistionwillbe thed I £ S 2 F (K O2YLJ yE&
Additionaldetails will be announcethroughthe public procuremenprocedure.

PKB Privatisation

Business type Business description Privatisation goals

Provideshe main base for further Assets package will be offered on

processing in the production afilk and ~ S2l€: including parts of the

meat, animal food, industrial and other agricultural land, facilities, and the
' ' animal fund, requiring the

vegetables, as well as the base foe th d g

) o - ) preservation of the business
baking, sugar and oil industrigsSerbia. qgel.

The largest agricultural
company in Serbia.

Starting price To be determined
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