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1 BACKGROUND
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The study includes a needs assessment for Serbia, a comparative study involving tiMesnB&l States, which

are presented below, and filgl recommendations for future measures concerning the creation of a national

media strategy.

Three EU Member States have been chosen for direct comparison and inspiration to demonstrate European best
practices and solutions to the key issues identifieGamnbia.

The Nordic countries with Sweden, Finland, and Denmark have very similar markets, media landscapes and
populations. Of these Denmark has been selected because it has a dual public and private system and a long
tradition for local and regional braktasting, which could provide a feasible model for the future media structure in
Serbia. Denmark would also be relevant because its daily newspapers are primarily owned by independent funds.

Austria has been chosen because its cultural context and #ésas&zfamiliar to Serbia. Another similarity is that of
overlapping language territories. Austria has strong German language media distributed from Germany and
Switzerland and has experienced a controlled transformation of a public service monopoly & sydiem with
regional TV and Radio.

Germany is included because its legislation is very clearly structured compared to other large countries as United
Kingdom or France. The market and population is obviously very different from Serbia but the prio€ijikes
legislative, ethical and public service fund provide useful inspiration.

More than 40 interviews with stakeholders have been carried out during the three weeks mission to Serbia in
addition to the economic and legal analyses.

To address the identdd needs in a focused manner the study is divided into six themes all analyzed in an
economic, a legal and a media policy perspective.

e The first thematic chapter discusses the fragmentation and weakening of local media, their lack of financial
sustainabity and in many cases questionable editorial independence. The chapter looks at new regional
structures following the switch from analogue to digital broadcasting in 2012.

e The steep decrease in revenue from license fees and advertisements harms botk pobli private
broadcasters. The second thematic chapter discusses the economy and methods to prioritize among the
commercial broadcasters in relation to the limited Serbian market.

¢ In the third thematic chapter on regulatory bodies the study deals with Re@ublican Broadcasting Agency
(RRA, English abbreviation RBA), RATEL and the newly established Press Council.

e The consequences for Serbia and the choices following the digitalization in 2012 will be dealt with in this
thematic chapter. Also discussed ahe consequences for local, regional and national broadcasters as well as
the general structure of the media market.

e The fifth thematic chapter focuses on distribution of media contents via different channels, cable and IP
broadcasting and retransmissioand issues related to intellectual property rights issues, new media and
related regulations.

e The different principles and modalities for public support to local, minority, regional and national media are
discussed and new solutions proposed in the sikématic chapter.



2 ANALYSIS

2.1 OVERVIEVACQUILCOMMUNAUTAIRE ANBDUNCIL OBEUROPE

In the analysis of the identified six themes we briefly refer to those EU regulations, which forrcthes
Communautairefor the audiovisual area that Serbia in case of EU membership must comply to. We also briefly
refer to the principles of the Council of Europe on relevant issues. To avoid repetitions an overview of the existing
Acquis Communautair@nd the Council of Eape principles covering the audiovisual area is included below.

Audio Visual Media and Services Directive

In December 2007, the EC adopted thadiovisual Media Service Directivet | + a{ S5ANBOGA DS 0T HKA
€€ &l dzRA2FAadzkf YSRAF ASNPAOSa¢é OGKIG A& Thisifnddr OSa LI
GNF RAGAZ2Y I f G§StSPAaA2y ONRIROFada oGS NY SénanddenigeS NE | dz
OUSNYSRAVFRNEOD® . 20K 2F (KSaS &S NIha dsBnttion betbeerdlideaabdO i § 2
on-demand services is the basis for a graduated regulatory approachtwo-tier systemof rules the Directive
acknowledges aet of core societal values applicable to all audiovisual media services, but provides lighter
regulation to ondemand services where the users have a more active, “leamard" approach and decide on the

content and the time of viewing. All audiovisual die services have to respect a base line set of requirements
addressing identification information of providers, protection of minors, protection against incitement to hatred

and commercial communication. However, a number of additional, more speciisteanter rulesin the areas of
advertising and protection of minors are foreseen for television broadcasts due to their impact on society.

There are particular rules on linear services and particular rules fodinear services. In addition to jurisdional
issues, other topics such as advertising, sponsorship, product placement, teleshopping, etc. are addressed, in
addition to the protection of minors and the public interest for transmission of short news reports.

The AVMS Directivaso recognizeboth the existence and the role of national independent regulators.

Protection of Minors

The AVMS includes particular provisions on the protection of mirnidire. AVMS's general approach, a system of

graduated regulation, applies also to the protectiohminors. The less control a viewer has and the more harmful

a specific content could be the more restrictions apptydifferentiates between linear and ndimear services.

[ AYSI N aSNWAOSa 6KAOK aGaYAIKEG &SN 2ronbited (i.6h pordbgkapldy orii KS RS
ANY GdzAi 12dza GA2f SyOSuvd ¢K2aS gKAOK YAIKG aAvYLi e oS aKIFNJ
by selecting the time of the broadcast or by any technical measure (e.g. encrygtiba) minors will be egosed

to them. Where such programmes are not encrypted, they must be preceded by an acoustic warning or made

clearly identifiable throughout their duration by means of a visual symbol that they should not be watched by

minors.

The Audiovisual Media Sergs Directiveis complemented by thel998 and 2006 Recommendations on the
Protection of Minors and Human Dignity


http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31998H0560:EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32006H0952:EN:NOT

By contrast, nodinear Programmes which "might seriously impair" the development of minors are allowed in
on-demand services, but they may only be made available in such a way that miiilanst normally hear or see

them. This could be done by the use of PIN codes or other, more sophisticated age verification systems. There are
no restrictions for programmes which might simply be "harmful”.

Media literacy

In addition to the provisions of thAVMS Directivevhich promotes media literacy in the digital environment, the

EU Commission has issuB&commendatior2009/625/ECon 20 August 2009 on media literacy in the digital
environment for a more competitive audiovisual and content industry and an inclusive knowledge society. The
Reommendation aims to increase media literacy in the digital environment in order to achieve a more competitive
knowledge economy and contribute towards a more inclusive information society.

According to the recommendation, EU Member States:

. Are invited b develop and implement emegulatory initiatives leading to the adoption of codes of conduct
by European media;

. Are encouraged to promote and finance research, studies and projects covering the different aspects and
dimensions of media literary in the dligl environment;

) Are also encouraged to organize debates in conferences and public events concerning the inclusion of
media literary in the education curriculum and as part of the provision of key competences for lifelong
learning;

. Should also implemennational campaigns to increase public awareness of cultural heritage, and
awareness of the risks involved in processing personal data through information and communication
networks.

Moreover, the Media industry is invited to suggest tools improving threllef media literacy, such as:

. Information tools relating to digital content and search engines;

. Awarenesgaising campaigns about techniques used for commercial
communication purposes (product placement and online advertising);

) Information packs forgung people on the processing of personal data;

. Information seminars on the creative economy and copyright.


http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32009H0625:EN:NOT

Public broadcasting financing and State aid

Public service broadcasters are broadcasters with a public mission and EU Member Stdtes toedefine the
scope of that missioriThis mandate enables them to fulfil the democratic, social and cultural needs of a particular
society and protect pluralism, including cultural and linguistic diversity.

Public broadcasters benefit from fees omorh direct state funding. Thd°rotocol on the System of Public
Broadcasting in the Member Stataddresses the EU Commission's task to verify Memtae Sompliance with

Treaty provisions, especially the rules concerning Stateuddd to media. In th&€Communication Commission on

the Applicatiom of State Aid Rules to Public Service Broadcastng2001, the EU Commission outlines its policy in

this area. It adopted aevised Communicath on 2 July 2009The new Communication has sharpened the focus on
accountability and effective control at national level by including a transparent evaluation of the overall impact of
publiclyfunded new media services. The main changes include: exravitw of significant new services launched

by public service broadcasters, balancing the market impact of such new services with their public value being a key
feature; clarifications concerning the inclusion of pay services within the public servide raore effective

control of overcompensation and enhanced supervision of the public service mission at the national level.

Whereas the EU Commission takes the firm view that the financing of public broadcasters through license fees
constitutes a form ofstate aid, the jurisprudence of the European Courts is unclear and points in different
directions without explicitly addressing the question. Further, the Court of First instance has stated that the scope
of the public mission must not be confused withetmethod of financing this public mission. It has concluded that

the Member States are allowed to define public services of general economic interest broadly and quality related,
so that programming can be diverse and also include parts financed by advgrti

Spectrum regulation

According to theFramework and Authorization Directives on Electronic Communicatibaee are four main
activities in EU radio spectrum policy:

. Identification of needs for spectrum coordination at EU leygicluding the moitoring of a wide range
of EU policy areas dependant on radio spectrum, such as electronic communications, transport and
research.

) Harmonization of spectrum usage in individual bands across Europe where necessary.

) Establishment of policy priorities wherequests for spectrum use collide.

. Regulating access to radio spectrum, with the aim of easier and more flexible access for public and

private users.

The allocation and management of radio spectrum in the European Union is administered by national
administrations, as radio spectrum remains principally the responsibility of Member States. However, the European
Commission ensures that the use and management of radio spectrum in the EU reflects the goals of relevant EU
policies. The 2009 Review of tRegulatory Framework for Electronic Communicatlmessled to a new instrument

in the area ofRadio Spectrum Policccording to the revised Framework Directive, the Commission may submit
legislative proposals to the European Parliament and Council tabksth longterm Radio Spectrum Policy
Programmes (RSPP).

Copyright


http://eur-lex.europa.eu/en/treaties/dat/11997D/htm/11997D.html#0109010012
http://eur-lex.europa.eu/en/treaties/dat/11997D/htm/11997D.html#0109010012
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52001XC1115(01):EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52001XC1115(01):EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52009XC1027(01):EN:NOT

Council Directiv®@3/83/EECof 27 September 1993 addresses issues relating to the coordination of certain rules
concerning copyright and rights related to copyright applicable to satellite broadcasting and cable retransmission.

The satellite broadcasting of cgpght works requires authorization from the rightholder. The right to broadcast
these works may be acquired from the rightholder only by agreement. Performers are granted an exclusive right to:

. Broadcast live performances by satellite;
. Fix (record) an unfixed performance;
. Reproduce a fixation of a performance.

Where a phonogram is used for a satellite broadcast, an equitable remuneration is to be paid to the performers, or
to the producers of phonograms, or to both. Broadcasting oizmtions have exclusive rights over the
retransmission, fixation and reproduction of fixations of their broadcasts. Limits may be imposed on the right to
authorize or prohibit broadcasting, for example in the case of private use or the use of short exoerphnection

with programmes on current events. Member States may establish further protective measures than that required
by the Directive.

Cable retransmission of broadcasts is regulated by copyright and related rights in the Member States and by
agreements between copyright owners, holders of related rights and cable operators. These rights to authorize or
prohibit the cable retransmission of a broadcast are exercised through a collecting society, except where they are
exercised by a broadcasting argzation in respect to its own transmissions.

Council of Europe

The main challenges addressed by the Council of Europe are:
¢ Defending and maintaining its fundamental principles in new environments,

e Promoting freedom of expression in the complex contefixthe new communications services.

In this respect, the Council established the Steering Committee on Media and New Communication Services
(CDMC).

At the level of the Council of Europe, particular legal instruments are used.

The most important one prooted by the Council of Europe is tB@iropean Convention on Transfrontier Television
(ECTT)adopted in 1989 (entered into force in 1993) and amended in 2002. The ECTT provides minimum common
rules, in fields such as freedom of expression, programminggréiging, sponsorship and the protection of certain
individual rights. It entrusts the transmitting States with the task of ensuring that transmitted television
programme services comply with its provisions. In return, the states are guaranteed freedoscepition of
programme services including the retransmission of the programme services which comply with the minimum rules


http://eur-lex.europa.eu/smartapi/cgi/sga_doc?smartapi!celexplus!prod!DocNumber&lg=en&type_doc=Directive&an_doc=1993&nu_doc=83

of the Convention. This document is currently under revision with the main goal of adapting it to the new realities
of the industry.

Council of Europe standards in the field of media can also be identifiBééommendations of the Parliamentary
Assemblyas well as fronDeclarations of the Committee of Ministers

In addition, the Study Team believes that concerning the CoE standhedf®llowing is relevant:

In its Declaration on the Freedom of Expression and InformatfoApril 29" 1982, the Council reaffirmed that
media pluralism and diversity of media content are essential in a democratic society and constitute corollaries of
the fundamental right to freedom of expression and information as guaranteedrtigle 10 in the Convention for

the Protection of Human Rits and Fundamental Freedoms

In itsRecommendation on Media Pluralism and Diversity of Media Co(266a%), the Committee of Ministers calls
on Member States to encourage the development of different types of media, including community, local, minority
or social media, able to contribute to pluralism and diversity.

In its Declaration on Protecting the Role of the Media in Democracy in the Context of Media Concentination
Committee of Ministers stresses that policies designed to encourage the devefdpsh noncommercial media

may promote a diversity of autonomous channels for the dissemination of information and expression of opinion,
especially for and by social groups rarely focused on by mainstream media.

The European Charter for Regional or Miity Languagesemphasises the obligation of the parties to ensure,
facilitate or encourage the creation of media outlets in regional or minority languages.

More recently, the Committee of Ministers adoptedDeeclaration on the Role of Community Media iorRoting

Social Cohesion and Intercultural Dialog#@bruary 2009). This document recognizes community media as a
distinct type of media, separate from public service and private commercial media and addresses related spectrum
issues.

In its Recommendabn on Cable Networks and Local Television Statitmes Parliamentary Assembly notes
amongst other issues that the development of cable networks, satellite broadcasts and local television stations may
contribute to democracy in the countries of centraldazastern Europe. The Recommendation encourages the
countries of Central and Eastern Europe to amend their national legislation on copyright and neighbouring rights
and introduce structures for collecting and distributing the royalties accruing from ttights in order to boost
national or local media productions and develop employment in this sector.

In its Resolution on the Situation of Local Radio in Eyrtipe Parliamentary Assembly stressed that local radio
holds an ideal potential for freedom @efpression and information, development of culture, freedom to form and
confront opinions, and active participation in local life, on the condition that local radio stations are subject to
regulations and that objectiveness and plurality are ensured. Eingrshould be diversified.



The Council of Europe dedicates significant attention to standards regarding the organization and functioning of
public service media. In terms of commercial media, the attention is primarily focused on content regulatoyy polic
as well as on media concentrations:

In the 2004Recommendation on Public Service Broadcasting Parliamentary Assembly stressed that public
service programmes are under threat by political and economic interests, by increasing competition from
commerial media, by media concentrations and by financial difficulties. Public service media are also faced with
the challenge of globalization and the new technologies. The recommendation recognizes that the merit of public
services is to operate independentlyf those holding economic and political power. The same document
underlines that the coexistence of public and commercial media has largely contributed to innovating and
diversifying the supply of content and has had a positive impact on quality. luaies further clarification of the

issue of public service broadcasting financing following jurisprudence of the European Courts.

For these reasons, the Assembly encourages Member States to establish an appropriate legal, institutional and
financial framewrk for the regulation of public service broadcasting. In this respect, the Group of Specialists on
Public Service Media in the Information Society issued in 2G@a@t on how member stated should ensure legal,
financial, technical and other appropriatonditions required to enable public service media to discharge their
remit. For instance, it was recommended to develop education and training programmes, adapted to the digital
media environment, for journalists.

In 2007, the Committee of Ministers apied aRecommendation on Measures to Promote the Public Service Value
of the Internet

The Committee of Ministers adopted in 2000 tiRecommendation Rec (2000)28 the independence and
functions of regulatory authorities for the broadcasting sector ahe@ fannex which includes thguidelines
concerning the independence and functions of regulatory authorities for the broadcasting seatoCdmmittee

of Ministers adopted in 2008 Beclaration on the Independence and Functions of Regulatory Authoritiéisefor
Broadcasting Sectont outlines the principles of effectiveness, transparency and accountability of independent
broadcasting regulatory authorities.

The conclusions of thRegional seminar on the Programonitoring Functions of National Regulatokythorities
emphasized that broadcasting regulatory authorities should have adequate and proportionate powers to ensure
public access to networks and services, set standards, promote quality and ensure a sustainable, technologically
up-to-date industry. Rgulatory authorities should be closely involved in the development and implementation of
national audiovisual and broadcasting policies and legislation.

In 2003, the Committee of Ministers adoptedRecommendation on Measures to Promote the Democratic and
Social Contribution of Digital Broadcastinbhe Committee stresses the particular importance of respecting the
principles of theRecommendation on measures to promote media pluralignparticular those concerning media
ownership rules, access to platfos and content diversity.

In 2008, The Committee of Ministers adoptedDaclaration on the Allocation and Management of the Digital
Dividend and the Public Interest

In 2002, the Committee of Ministers issued in the field of copyrigf®eeommendation on Measures to Enhance
the Protection of the Neighbouring Rights of Broadcasting Organizatidris document lists a set of rights that
should be granted to broadcasting organizations in order to increase the level of protection of neiigighdghts.



The recommendation also encourages adequate legal protection and effective legal remedies to avoid
circumvention of effective technological measures used by broadcasting organizations to exercise their
neighbouring rights and avoid unauthordzeemoval or alteration of electronic rights management information.

In 2001, the Committee of Ministers issuetRacommendation on Measures to Protect Copyright and Neighbouring
Rights and Combat Piracy, Especially in the Digital Environwiginh raiss concern about the impact of new
media technology on intellectual property rights.

The Council of Europe has been quite active in promoting standards for the development of new media, particularly
with regards to virtual media.

In 2008, The Council durope together with the European Internet Services Providers Association (EurolSPA)
published two important guideline documents;

The Human Rights Guidelines for Internet Service Prowti&rss 8 S& G KS AYLER2 NIy OS 27F dza SNE
to privacy and freedom of expression and, in this connection, the need for providers to be conscious of potential

human rights violations by their activitiekhe Human Rights Guidelines for Omlidames Providers sses the

importance of gamer safety, their right to privacy and freedom of expression and, in this connection, the
importance for the games industry to be conscious of the impact on human rights by participation in games;

The Recomendation of the Committee of Ministers for the Protection of Privacy on the Inteffees guidelines
for the protection of individuals with regard to the collection and processing of personal data on information
highways which may be incorporated inanwnexed to codes of conduct.

The Declaration of the Committee of Ministers on Freedom of Communication on the In&abetates on the
principle of limited liability of service providers for Internet content, depending on their function in the valire cha

The Recommendation of the Committee of Ministers to Member States on Measures to Promote the Respect for
Freedom of Expression and Information with Regard to Internet Filtees that voluntary and responsible use of
Internet filters, products, syems and measures to block or filter Internet content can promote confidence and
security on the Internet for users, in particular children and young people. It also stresses that the use of such
filters can impact on the right to freedom of expression anfibrmation protected byArticle 10 of the European
Convention on Human Rights.



2.2 LocAl MUNICIPAL REGIONAL BROADCASTING

2.2.1 EUAcQuis

The EU Acquigloes not specifically address public service regional radio and television, but the area reamains
covera under general provisions for public service broadcastiRegional TV may by EU decisions be defined as

public service functions and eligible to funding through license'fefsicle 18 of the AVM®irective exempts

broadcasts which are intended for achl audience and which do not form part of a national network from
QSdzNB LISy O2y (Syd |l dz2 4 QaveSDOirdcEacknbwedgesttheagtb Wiy impivtBneePof & = (1 K
diversity of opinion for societies and democracy. Although there is no disfetence in theAVMSDirective to

Local and Regional Medithese media can significantly contribute to diversity.

For Serbia the best practices as discussed for e.g. Austria, Denmark and Germany will offer discussions of some of
the typical legalcontent and economic frameworks present among EU Member States. Best practices also imply
that independent media are not directly or indirectly managed by elected political bodies.

2.2.2 COESTANDARDS

As discussed later the Council of Europe stresses radtdution 1636 (2008ndicators for Media in a Democracy
of the Council of EuropeK I & G LINA @F 1 S¢ YSRAIF aK2dzZ R y2d0 6S YIylI3ISR 0¢

In the appendix to the Council of MinisteRecommendation Rec (2003)9 on Measures to Promote the Democratic
and Social Contribution of Digital Broadcastihg Committee calls on Member States to seek ways of encouraging

a rapid clangeover to digital broadcasting while making sure that the interests of the public as well as the interests
and constraints of all categories of broadcasters, particularly-camnmercial and regional/local broadcasters, are
taken into account. In this rpect, an appropriate legal framework and favourable economic and technical
conditions must be provided. This is of course very relevant when dealing with the transitional media landscape in
Serbia.

Recommendation 1228 (1994)n Cable Networks and Local Television Stataiis for support for the efforts of
cable networks and local television stations in Central and Eastern Europegh the provision of production and
post-production material in exchange for programmes.

! Please refer to Chapter 6, regarding state aid rules.


http://www.ebu.ch/CMSimages/en/leg_ref_coe_r2003_9_digital_broadcasting_280503_tcm6-5032.pdf
http://www.ebu.ch/CMSimages/en/leg_ref_coe_r2003_9_digital_broadcasting_280503_tcm6-5032.pdf
http://assembly.coe.int/Main.asp?link=http://assembly.coe.int/Documents/AdoptedText/ta94/erec1228.htm#1

2.2.3 ECONOMIC BACKGROUND

The Business Registration Offide Serbia has registered a total of 193 radios out of which 5 are national, 30
regional and 158 are tal radio outlets. 99 television outlets are registered out of which 6 are national, 26 are
regional and 67 are local broadcasters. 517 print media outlets are registered, out of which 390 are national, 69 are
regional and 58 are local prints. 20 are dsli

Without knowing the exact number RATEL estimates that there are less than 200 local pirate broadcasters. While
the RBA, the Ministry of Trade and Services and RATEL all have the legal basis to demand pirates to close down,
RATEL has in 2008 requestachumber of pirate broadcasters to cease broadcasting but they have reopened
shortly after. The Ministry of Culture explains that there is no legal basis for confiscating production and
broadcasting equipment.

A privatization of all state owned institions was initiated on the basis of thew on PrivatizationAccording to

Article 102 of theLaw on Public Informatignmedia outlets, which are founded by the state or a territorial
autonomy entity, or a predominantly statewned institution and to whictprovisions of theBroadcasting Lawlo

not apply, were supposed to cease operation, thus resulting in privatization 2008. Accorditicte 96 of the
Broadcasting Lawthe privatization of all state owned electronic media should have been privatized by 31
December 2007. Following the privatization of 31 electronic and 25 print media the process was stopped. Most of
the remaining municipal media protested against being privatized. 7 electronic and 5 print media had had their
privatization suspended mainlyebause the new owners did not sign the contract or pay the agreed prize according

to Independent Journalists' Association of Vojvodina (NDNV), Regional Government of Vojvodina Province, and
Local Press et al.

Formally the privatization process was stoppg®dConclusion of the Government of the Republic of Serbia about
the need for stopping the privatization process of radio and television stations to ensure broadcasting of
programmes in languages of national minoritfe€urrently this has kept 36 media the direct ownership of
municipalities of which 21 municipalities want to avoid privatization. The Privatization Agency awaits instructions
from the Ministry for Economy and Regional Development on how to proceed.

2 pursuant to Articleun 6 2F GKS [l 6 2y tdzoftAO LYyF2NNIFGAZY O6ahTFAOALE DITSGGES 2
FR2LIGISR GKS wdzZ Sa 2y G(KS alyl3aSySyid 2F GKS tdzotAO0 aSRALI4OmmbBaAraliSNE o
2009, pursuant to Article 9 of the aforesaid Rules. With the enactment of these Rules, the founders of print daily medieqgbaed the

obligation to apply for registration with the Public Media Register kept by the Serbian Business Registers Agency) wlays from the

effective date of these Rules, and the founders of other public media must fulfill the same obligation within 90 day<sfedfedtive date of

this ByLaw. All of the media set forth in Article 11 of the Law on Public Informatiom¥ FA OA L f DI T SGdGS 2F w{é y2d no
subject to registration in the Public Media Register, specifically:

newspapers

radio programs

television programs

services of news agencies

internet editions of public media (if this is the only forfpublishingbroadcasting)

other internet editions of public media

other public information media which by way of word, picture or sound publish ideas, information and opinions intendedlfor pu

distribution and undetermined number of users.

Accordingo Article 12 of the Law on Public Information, the following are not considered public media:

periodicals in a specific specialist field intended for the sole purpose of informing or educating a specific group ibpedées

publications, catalogues argtograms containing ads, advertising and information intended for the market newsletters, bulletins and similar
publications intended for purposes of internal information which are not distributed publicly official media of the stait®yritd autonomy

units and local seljovernment, as well as other official media leaflets, posters and other forms of public information are also not considered

public media.

A public medium does not have the capacity of legal entity. The founder of a public mediura agpublishing or broadcasting domestic legal

entity (one). If the contents of a public medium (print, radio or television) is published on the internet, this shallnegebged as a separate

public media but as the internet edition of a public mediuthe website address has to be indicated in the application, in the section provided

for the name of the internet, electronic or other edition of a public medium).

(Published ornttp://www.apr.gov.rs/eng/Registers/PublicMedia/Instructions.asfmead 26 April 2010)

3 The governmental conclusion was issued 27th of December 2007.


http://www.apr.gov.rs/eng/Registers/PublicMedia/Instructions.aspx

2.2.4 STAKEHOLDER BACKGRDUN

The interviewsconducted in connection with this study reveal that the vast majority of the broadcasts by local
media base their economy on phoiirgs, sponsored music wishes, sponsored programmes and similar sources of
income. Commercial local broadcasters have a fewlladvertisements, and sponsorships. An informal network of
local broadcasters has exchanged programmes with each other and other privately founded radio and TV stations
have gradually spread their coverage to more than one municipality. However, thespiafialism is generally
perceived to have potential for improvement.

Regional broadcasters founded by at least 2 municipal assemblies accordngattcasting Lay18" of July 2002,

2¢pc KF@S | at Aakate o0SddSNI SO2 yiyodeed by{manicigdities addrén a® NB I ROI
public companies in accordance wilticle 96 of the Broadcasting La@enerally they have been perceived by our
interviewees as the most professional ones, covering local news, culture, debate, minority issueshand o
programmes of public interest. They follow the rules on public broadcasting with respect to programme
obligations, restricted advertisement etc., but their management structure is dependent on the municipal
government. In some cases the municipal naedire said to be under direct editorial influence by the local
government.

One of the remaining municipal broadcaster&SNWV has its director appointed by the Municipal Assembly and its
editor-in-chief appointed by the steering committee, whose membeedlects the majority in the Municipal
Assembly. It has a staff of 94 persons and an annual budget of 66000000 euro, out of which 45% are granted
by the municipality through its call for project proposals. The remainder of the money comes fromiseivient.

The economy makes it obvious that too many local broadcasters in a small market will not be able to deliver
programmes contributing to the development of civil society and democracy at local level. From a programme
perspective it is irrationald have hundreds of broadcasters on their own frequencies broadcast for a full day or
even 24 hours of programmes. Hardly any listeners or viewers will stay on such channels throughout the day but
will seek information, education and entertainment from raatal broadcasters of a higher quality.

Local audience surveys as for Kragujevac Radio and TV show distinct differences in audience viewing. It peaks
during the local news and special programmes and almost fades away between these peaks. The broadcaster
(including website) has 97 employees and a budget of roughly 860.000 euro out of which 60 % is income from the
municipality.

A strong financial and structural dependence on municipal assemblies and governments however works against
safeguarding the edit@al independence of the individual local broadcasters.

The right of the City Council of the Capital City Belgrade to set up local media is specifically addrésssd $iin

the Law on the Capital Citit is arguable that this provision addresses aempecific situation (media, in particular
broadcasting set up by the Capital City Council) as opposed to the provisions undgotueasting Lawvhich
addresses local and regional media in general. Thus,Ltve on the Capital Citgnight have the effecthat
electronic media established by the City Council of Belgrade are not subject to the privatization requirement.
According to European continental legal doctrine, the more specific law (e.gLdke on the Capital City
supersedes the more general laMoreover, Article 96 subsection 10 which specifies which electronic media must
be privatized does not explicitly refer to the media set up by the City Council of the Capital City. It is equally unclear
which status the media set up by the Belgrade Cityr@il should have as they are mentioned in the same



paragraph as public utility functions, such as water supply, municipal roads, in addition to police; out of this
context, a public service function might be construed.

Print media

The print dailies hay a negligible share of the advertisement market and the circulation keeps falling. A few are
still owned by a municipality, but future of privatized local print media on market conditions is decidedly bleak.
Apart from two dailies in Novi Sad and Nis gifent media in the province are weeklies, monthliespimnthlies or

other less regularly published media. The regularly published media gain their income mainly from selling the
publications to the readers and only in limited degree from advertisemefmte business model for such
publications is hardly sustainable and particularly not during the current crisis. According to the association
covering these printg Local Press 600 % were owned by municipalities and ont¢®% have not been privatized

yet. However, with a total circulation of approximately 400.000 copies per month there is indeed a market, but
which is so small that it will be difficult to maintain professional standards without renewed development.

Regional broadcasting

Several stakeHders have stressed a need for professionally based quality broadcasting at regional level. One
possibility would be to follow the current 5 statistical regions in Vojvodina, BelgradeY  RA 21 | Yy R, 2 S&( SNJ
Southern and Eastern Serbiand Kosovo and MetohijaOthers have suggested a more decentralized broadcast

structure with 3 traditional regions within the area of Vojvodina and similar divisions within the other statistical

regions resulting in approximately D regional broadcasters in Serbia.

The digitalization of the television system through multiplexes is expected to offer more channels for distribution at
national level, but consequently fewer at local level. Currently two and maximum three multiplexelareg in
Serbia with a total of 102 channels. The digital distribution system encourages centralization at regional level
through networking or through csharing of the distribution channels. For radio it is still unclear when a possible
digitalization will take place. For local and regional radio this may be in the form of online web based radio
distribution. However, at present online distribution offers easy and cheap distribution and reception of radio
programmes only for the 11% of Serbian houddlawith broadband connections. (Source: Statistical Review 2009
of the Serbian Ministry of Telecommunications).

From an economic poiatf-view radioproduction is several times cheaper than TV. With the international trend
towards bimedia multitasking,journalists produce for two media and may even be involved in technical
production. Adding a regional radio news programme to a regionatdtiobn does not entail large additional costs.

The key challenge is to ensure that regional broadcasters with staigable economy deliver editorially
AYRSLISYRSY(l IYyR LINRFTSaaraz2yltt O2yGSyd GKFG adAaydzZ I 4GSa 4
crucial for all radio and TV initiatives that programmes catering for minorities or small comrsuenigéigoroduced,

thus reflecting their right to freedom of expression.


http://en.wikipedia.org/w/index.php?title=%C5%A0umadija_and_Western_Serbia&action=edit&redlink=1
http://en.wikipedia.org/w/index.php?title=Southern_and_Eastern_Serbia&action=edit&redlink=1
http://en.wikipedia.org/wiki/Kosovo_and_Metohija

2.2.5 CoMPARISON WITHUMEMBEFRSTATES

Regional broadcasting

The three selected Member States of the European Union chosen as benchmark models for Serbia in this study
have developed diffrent models for television and radio at regional, local and community levels

Number of regions:

Austria (8.5 million inhabitants): 9 regional radio and TV have been established in compliance with the public
administrative entities of federal states.

Gemany (83 million inhabitants): 11 regional broadcasters with radio and TV have been established covering 16
federal states. This structure is almost comparable with that found in the United Kingdom (55 million inhabitants)
which has 11 regional public sare radios and TV as well as 14 commercial TV stations.

In Scandinavia, Denmark (5.5 million inhabitants) has established 8 regional TV stations and 11 regional radio
stations following geographical rather than administrative divisions. Sweden (approXidh nmhabitants) has 19
regional TV stations and 26 radio stations. Norway (4.8 million inhabitants) has 11 regional television and 13 radio
stations.

Organization and financing:

Point Nr. 8.22 of resolution 1636 (2008) Indicators for Media in a Damyaf the Council of Eurogtates that

GLINR @ 1S¢ YSRAF akK2dZ R y24 o6S YlIylFr3aSR o6& GKS aidras 20
decisions be defined as public service functions and eligible to funding through licene fees

In Austria, Gemany and Denmark the regional broadcasters are mainly organized as part of the public service
ONBIFROIFIalAy3a aeaiaSyed ¢KS | gSNIF IS ydzYoSNI 2F AyKIFIoAGEyGa
in Austria 1 million and in Germany 7, 5 milliprople, making Germany a less relevant model to study as
inspiration for a regional system in Serbia. The United Kingdom has parallel systems of license financed and
commercially financed broadcasters but both have public service obligations. Howeuer5 witllion inhabitants

per region the situation in the United Kingdom cannot be copied in Serbia.

2 KAES GKS NBIA2YyIlLE NIRA2& Ay {OFYRAYIFI@GAF FyR (KS NBIA
within the national public service broadster, regional TV in Denmark are locally based, independent legal entities.
5SYyYIN] Q& NBIA2Yy I ¢+ -prafitinidpengeat cdmNdiesavikiah gdkidorg Board &f ciwl 2 y
society representatives monitoring the programming and electingltbard of directors. The board of directors is

responsible for hiring and dismissing the director, and has the overall responsibility for budget, accounts and
programme policy. The director is editmr-chief and has the sole responsibility for the dailpgrammes, the

spending and the accountsicense fees for regional TV and the public service obligations for the regional TV
stations are decided by the Parliament.

In all the three countries the regional broadcasters base their income on license felet aftustria this is
supplemented with advertisements. Denmark tendered a commercial national channel with obligations to run 7
new regional broadcasters but nobody was interested in bidding for this.

* Please refer to Chapter 6, regarding state aid rules.

®The boards of the regional TV stations eepresented by 2 representatives in the board of the national TV2 Denmark. The regional windows in
the national channel are determined by negotiations between the national broadcaster and the regional system. Servicenpgsdgi@am
specific institutions &n be paid by local authorities or public institutions in the region and placed outside the daily windows for regional
broadcasting.



Programming:

The regional TV stations of Austria anehihark as well as Norway and Sweden appear in regional windows in the
national TV channel. In Austria and Denmark the regional radios broadcast locally several hours a day switching to
and from the national channel as they wish.

Public service olgations for Danish TV2 regions entail that the entire programming must distribute information
and debates to all social grouf)@uality, diversity, impartiality and serious news as well as freedom of expression
and access to information are key valueke programming must particularly mirror the diversity of culture, life
attitudes and conditions in the region, as well as support regional cultural and sports activities. Minimum 10 % of
the programme budget must be spent on the purchase of new producti@ms production companies outside

the broadcaster. The TV stations are further obliged to open internet sites with free access to picture, sound and
text and to provide for the sale of news and current affairs items to the national broadcaster.

® Both regional and national TV stations stand to gain from having regionabwindThe 8 Danish TV2 regions have a daily rating-41%3
and an audience share of 38 %. The main window between 19.30 and 20.00 is scheduled immediately after the national news broadcast
which boosts the viewing of both programmes.



REGIOMLTV COMPARISON

EU Country | Inhabitan | Election of Members of Broadcast Budget Legalities
Regional TV ts per board the board hours per
region day
approx.
Denmarkg 8 | 700.000 | Advisory Local persons | | LJLJ&2 m| 57 million Organized as
regional TV Programme who are not hours euro 2016 non-profit
stations in Council formed | active through 68 indeperdent
- . e . Equally o
TV2 umbrella by civil society | politicians regional shared entities
organizations windows at
between 8
Tv2 regions
Denmark. glons.
. Only license
Main
fees
Program
19.3020
Germany- 11 | 7.500.000 | Broadcasting Local Window on | Varies from | Founded by
regional TV Councilc local representa ARD region to the 16 states
and Radio civil society and| tives. Rules national. region. individually or
Stations political vary. Also a total | License fees| in groups as
under ARD representatives of 24 hours | and public law
umbrella . Varies from across 7 commercial | institutions
place to place. regions™ revenue
E.g. NDR the with sub
council elects regional
director and windows™
administrative
board’
Austriag 9 950.000 N/A Editorial App. 2 hours| N/A Organized as
regional TV authority lies | across 3 License fees units under
and Radio with director windows at the national
. . and . .
stations appointedby |k wC® a commercial public service
under ORF ORF Program broadcaster
revenue ORE
19-19.30

” http://www.circom-regional.eu/membeistations- read 15.4.10

8 http://www.bibliotekogmedier.dk/medieomraadet/radisog-tv/landsdaekkendeog-regional/tv-2-regionerne/- read 26.4.10

® http://www1.ndr.de/unternehmen/organisation/rundfunkrat/aufgabentidex.html- read 26.4.10

10 http://www.ard.de/-/id=161952/property=download/kvilfg/index.pdfread 26.4.10

" hitp://en.allexperts.com/e/g/ge/german_television.htrread 26.4.10



http://www.circom-regional.eu/member-stations
http://www.bibliotekogmedier.dk/medieomraadet/radio-og-tv/landsdaekkende-og-regional/tv-2-regionerne/
http://www1.ndr.de/unternehmen/organisation/rundfunkrat/aufgaben/index.html
http://www.ard.de/-/id=161952/property=download/kvilfq/index.pdf
http://en.allexperts.com/e/g/ge/german_television.htm

SWOT Danish model in Serbia

Strength Regionalindependence, editorial independence, very high ratings, politic
attractive, close collaboration among regions and with national channel
Weakness Collaboration among regions and with national channel is condition for succe
Opportunity | A regional sstem builds on existing capacity within municipal broadcasters
Lraaiote WFFAESRQ LINAGEGAT SR ONRIR
Threat In each region concrete solutions must be negotiated with use of staff

equipment from existing radio and TV stations, and locatiomfanagement and
possibly production must be found

SWOT German model in Serbia

Strength Regional structure with subegional studios

Weakness The magnitude of regions and suégions is very different. Local politicians g
members of boards

Opportunity | The multillayer model has the opportunity to involve all layers of media

Threat Complex structure for smaller Serbian regions

SWOT Austrian model in Serbia

Strength Stable and sustainable model controlled by strong national public se
broadcaster

Weakness | The regional stations are managed by national broadcaster

Opportunity (9 a8 G2 SaidloftAdaKI o0dzZAf RAY3I 2y we{

Threat Centralization

Local Radio and TV

Generally the number of community broadcasters in the three comparable EU BteBiates is close to the
number found in Serbia. In Germany and in Denmark, there are relatively more. Today community radios are
broadcast through local Httansmitters or distributed through cable networks or through the Internet. In these
two countriesall radio organizations applying a license will usually obtain one but they are forced to share the
frequency with other local radios and have clear restrictions on advertisements and on the programming
emphasizing local production and content.

None of the community media (civil sector media in Serbia) are owned by the local authorities but can receive
financial support to their programming. In Denmark the national broadcasting agency organizes calls for proposals

for local radio and TV initiatives follovid (G KS LINAY OALX S& F2NJ ao S| dzi e

O2yi(Sala:

the amount of locally and regionally produced programmes, the national broadcasting agency allocates grants to
the stations. Before the digitalization of TV, local televisionicta were given licenses for shared frequencies.
With the digitalization of TV each region in Denmark has two regional channels in its multiplexes. One is used for
the regional public service broadcasters. The other is used by alteromercial TV initidves in the region,
allowing them as an association to run a shared digital channel, which is technically operated from the public
service station. Commercials are not allowed while subscription, member fees, sponsoring etc. is allowed when
done transparetly. The local media are mostly organized as associations with a general assembly of members
serving as the advisory board, a board of directors as formally responsible and a director asnectiief with
responsibility for the programmes.



In cases ware commercial media in Austria can apply for a local frequency, strict conditions to the programming
are set by the national broadcasting councils.
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broadcasting. Usually, these obligations regard welfare, local economy, local social issues and local politics. In
Germany, analogue local radio broadcasts may only be disseminated by associations of civil society individuals.
There must be a minimum @ individuals from various groups in civil society, including the county assembly,
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associations etc. The regulatory body grants the permissiontier specific programming formula and the
dissemination area so that only one station broadcasts within a specific geographical area.

Local radio must serve the public interest and in general must ensure plurality of opinion. Associations of
stakeholders ca produce a framework program for more than one distribution area. Programs must be scheduled
for at least 8 hours a day and government bodies must be given air time for official announcements. An operating
company is responsible for the technical transsioe but must not exercise any editorial influence. Thus, almost
each large administrative district has its own radio. They have an extensive network which broadcasts when the
individual stations do not broadcast their own productions.

Local TV | Commercialt Own or shared Public support Legalities
and Radio | non-commercial | frequency
Denmark | Local TV is nen | Shared frequency Grants can be given Typical lockcivil society
commercial within each region from the Broadcasting | associations. Also nen
Council depending on | profit associations may
percentage of local broadcast in several
production regions
Germany | Nonrcommercial | Only one radio station Radios are associations
radios given permission in and often in networks
each area but can be with other local radios
on shared frequency
Austria Mixture of Own frequency, in MoXp VYAf € | Mixture of private
commercial and | several cases shared| support of TV companies and local civ!
non-commercial | frequency within each | production and society nonprofit
broadcasters region (radios) M OYAE® e LK associations.
non-commercial
private radios from RTH
¢ national regulatory
body (incl. local
broadcasters)
Sources:

http://www.rtr.at/de/ffat/Fernsehfonds

http://www.radionetz.at/

Print media


http://www.rtr.at/de/ffat/Fernsehfonds
http://www.radionetz.at/

In the three selected Member States the local print media in terms of weeklies, monthlies-amzhtilies do not
receive any public support. In Austria, Denmark and Gerifdhgy are almost always distributed to every citizen

in the local area and are free of charge for the readers, financed through the sale of local advertisements, including
those of private individuals.

When municipalities need to inform the local citizethgy typically pay for advertisements and seek journalistic
coverage from the local weeklies, because they reach everybody and have a very high readership.

Denmark gives economic support to daily newspapers through its national Newspaper Council faaadiremd
regional dailies but also to national dailies with low circulation and special profiles. The support is given in three
forms: per distributed copy, through VAT exemption and through support for special projects.

Austria gives support to regionaéwspapers with more than 10.000 daily copies and to weekly newspapers with a
minimum of 5.000 weekly copies.

Germany does not have government support to its newspapers. Indeed, direct subsidies as are being considered in
France, Scandinavia or the Nettaartls do not find political support. There are also budgetary constraints which
currently do not favor adding expenses. However, other models such as allowing more flexibility in print media
concentration and local cooperation are being discussed.

LocalPrint | Number of Circulation Ownership Legalities

media local/regional papers

Denmark Denmark has a large | Dailies in tens of Domestically, often Private companies
number of gratis local | thousands per title, locally, owned local and often
or regional nordaily total circulation in papers. foundations for
newspapers (free hundreds of thousands dailies.
papers).

Germany Regional and local From several thosands | Mostly domestically | Private companies.
dailies more than 220.| to 250000 per title. owned local papers.

Austria Regional and local From 10000 to 130000 | Mostly domestically | Private companies.
dailies¢ up to 10, per title. owned local papers.
weeklies more than
15.

Sources:

http://www.oeak.at/

http://www.ivw.de
http://www.nordicom.gu.se/

http://www.bibliotekogmedier.dk/medieomraadet/statistik/

http://www.pressenshus.dk/

http://www.do.dk/asp/publikationer.asp

Nordic Media  Trends 11: The Nordic Media Market 2009. Media and Business  Activities

Secmd edition. Published in 2009 by NORDICOM, University of Gothenburg.

companies

2.3 NATIONAL PUBLIC ANRIWATE BROADCASTERS

2 As well as in the new EU Member States, e.g. Slovakia


http://www.oeak.at/
http://www.bibliotekogmedier.dk/medieomraadet/statistik/
http://www.pressenshus.dk/
http://www.do.dk/asp/publikationer.asp

2.3.1 EUAcQuis

The EU Acquisgdoes not specifically regulate national broadcasting. Howevahlip service broadcasters are
broadcasters with a puld service mandate.

To fulfil this mandate, the public broadcaster benefits from license fees or, direct financial support from the State
or other sources such as revenues from advertising.

The Protocol on the System of Public Broadcasting in the Member S{#ewsterdam Protocol) defines the
respective competencies of the European Union and the Member states in this field. While the definitiam of th
public mandate falls within the competence of the Member States at national, regional or local level, the
Commission's task is to review compliance with the provisions of the Treaty founding the European Union,
especially the State Amdiles in this areaThe Principles are laid down in t®@mmunication from the Commission

on the Application of State Aid Rules to Public Service Broadcéing). Arevised Communicatiowas adopted

on 2 July 2009.The Commission is of the view that also funding by end user license fees amoutdtetaid (a

view which is not shared by a number of Member States). The revised Communication has sharpened the focus on
accountability and effective control at national level by including a transparent evaluation of the overall impact of
publiclyfunded rew media services to be designed as public service. The question whether funding by license fees
amounts to state aid has not been explicitly addressed by the European Courts (Court of First Instance and the
European Court of Justice); Rulings addressthgrosubject matters allow conclusions on this question but point

into different directions.

2.3.2 COESTANDARDS

The Council of Europe dedicates significant attention to standards regarding the organization and functioning of
public service media. In terms cbmmercial media, the attention is mostly focused on content regulatory policy as
well as on media concentrations:

In the 2004Recommendation on Public Service Broadcastihg Parliamentary Assembly stressed that such
services are under threat by poliicand economic interests, by increasing competition from commercial media, by
media concentrations and by financial difficulties. It is also faced with the challenge of adapting to globalization and
the new technologies. It recognizes that the merit obpa services is to operate independently of those holding
economic and political power. The same document underlines that the coexistence of public and commercial media
has largely contributed to innovating and diversifying the supply of content and a&dsahpositive impact on
quality. It also urges that the situation concerning public service broadcasting financing be further clarified
following jurisprudence of the European courts.

For such reasons, the Assembly encourages Member States to define appragie legal, institutional and
financial framework for the functioning of public service broadcasting. In this respect, the Group of Specialists on
Public Service Media in the Information Society issued in 200&rt on how member stated should ereslegal,
financial, technical and other appropriate conditions required to enable public service media to discharge their
remit. For instance, a recommendation was made to design education and training programmes, adapted to the
digital media environmenffor journalists.

In 2007, the Committee of Ministers adoptedr@commendation on Measures to Promote the Public Service Value
of the Internet

2.3.3 BcONOMIC BACKGROUND


http://eur-lex.europa.eu/en/treaties/dat/11997D/htm/11997D.html#0109010012
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52001XC1115(01):EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52001XC1115(01):EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52009XC1027(01):EN:NOT

Currently RTS is operating 2 analogue national TV channels and 1 test channdigitahHD TV. RTS has 3
analogue national radio channels. RTS is financed through license fees and revenue from the sale of advertisement
time up to 6 minutes per hour or half as much as the commercial broadcasters. RTS 1 is the most watched channel
in Sebia representing 26% of the viewing time compared with 6% for RTS 2 (AGB Nielsen Media R&%earch,
Scena Srbije 2009 godinaBelgrade).

RTV falls in a separate category because it covers only the province of Vojvodina with 2 TV channels and 3 radio
channels. RTV is a public service broadcaster financed through license fees and the sale of advertisements. RTV
receives 25% of all the license fees collected in Serbia and is allowed to sell advertisement time up to 6 minutes per
hour. According to the man&Y Sy i w¢ Q& A&AKINB 2F @GASgAydI A& HPT | YR
whereas the radio reaches a slightly larger audience. Actually, the RTS share of viewing in Vojvodina is considerably
larger than that of RTV. Two of the RTV rathiannels andne of its television channels are dedicated mainly to
broadcasting minority programmes in the province.

According to the management RTSrisa very restrained economic situatioithe problems for RTS are due to
inefficient collection of license fee§he drying up of commercial revenues impacted all broadcasters and all
commercial television stations except Pink are estimated to run with deficits.

THESERBIAN ADVERTISINGRKET, POSSIBILITIES ANBITIATIONS

Serbia¢ Advertising Expenditures (2009) MCcCM YA 100%
TV 95 59,0 %
Print 36 22,4 %
Outdoors 20,5 12,7 %
Radio 6,5 4,0 %
Internet 2,5 1,6 %

(AGB Nielsen Media ReseartW, Scena SrbiE2009 Belgrade)

Serbia has the highest daily viewing time per individual in Europe in 2008 (see BABnhein Serbia it reached 303
min. in 2009 as compared to 156 min. in Austria, 175 min. in Denmark, and 221 min. in Germany.

The Serbian TV market is dominated by the First Channel of the public service broadcaster RTS and by the biggest
private broadasters. Serbian TV advertising expenditures totals 95 million euro. The RTS share of advertising
expenditures is approx. 35 million euro, leaving 60 million euro for adverds¢ to be shared by all other
channels

While Serbs are enthusiastic TV viesje8erbian radio listening of 174 min. per day is below the European average.
The Serbian radio market is highly fragmented as is evident from the fact that 17 stations have a market share
above 1%. Radio in Serbia is used primarily by the 50 + age gsaipaurce of informatioand radio advertising
amounts to 4 % of total advertising spending, which reached 6.5 méliom in 2009.

All individuals interviewed for this study acknowledge that there are too many national TV channels for the limited
Serbian market. A number of interviewees claim that some of the channels are used for money laundering or less
transparent economic actions which have not been confirmed and cannot be examined here. However, the



broadcasters have obviously different prefil Pink and FOX are successfully broadcasting mainly entertainment,
the latter mainly internationally produced. B92 TV reaches the entire country with a mix of news, entertainment
and as mentioned above also programmes with investigative journalismcléas that B92 has played and still
plays an important watchdog role. However, this broadcaster is financially strained and gradually loses its share of
the TV audience, when it does not broadcast reality shows or international football.

2.3.4 STAKEHOLDER B&EROUND

In the period from 2005 to 2007 RTS was transformed from a state broadcaster to a public service broadcaster with
public service programme obligations. A board, which is in principle politically and economically independent and

does not includepoliticians, was appointed by the Republic Broadcast Agency. This board appoints the managing
director of RTS. The relative success of the transformation of RTS from state to public service broadcaster is evident

from the fact that the present General Didi 2 NJ Kl & NBYlFIAYSR Ay KA& LIardGAizy ¥
governments.

As a state broadcaster RTS played a much criticized role during the Yugoslav war when controlled by Serbian
LINSBaARSYG {t202RIYy aAf 20S JAriyby seakigg{to réstablishhe &rgtiBiRy ofits & LINS a
programmes with all parts of the population and by developing an attractive programme profile.

Public service mandate

The Broadcasting Law 2-79) imposes demands to RTS public service programmésasu@rogrammes shall be

of public interest and must include information, culture, art, education, religion, science, entertainment, sports,

OKAf RNBYQa LINPINIYYSa SiOod (2 VYSSG GKS ySSRA& | yR NAIK
balancecontent, complying with democratic values of modern society, particularly the respect for human rights

and |0Iuralisml.3 In particular, news broadcasts shall abide by the principles of impartiality and fairness, of freedom

and pluralism and prevent any forraf racial, religious, national, ethnic or other intolerance or hatred, or
intolerance on the grounds of sexuality.

It is a condition for fair competition between public and private media that the public broadcaster provides public
service programmes, thudistinguishing itself from commercial media. Competitors and several other actors in the
media sector often claim that the profile of RTS is very similar to that of commercial broadcasters. A particular task
of RTS and many other public service broadcasterEurope is that they carry the responsibility for one or more

3 |n order to achieve that goal, public broadcasting service carriers shall:

. Ensure that protection from any influence of the autlti@s, political organizations or centers of economic power;

e  Cover all segments of society, without discrimination, and take particular account of specific societal groups sucheasackildr
youth, minorities and ethnic groups, handicapped, sociallyrardically vulnerable groups and the deafite (with the obligation to
simultaneously broadcast written text describing the audio segments of the action and dialogue);

e Adhere to linguistic and speech standards of the majority population but also of nisonit the area where the programme is
broadcast;

. Ensure the satisfaction of the needs of citizens (majority and minorities) for programme content expressing culturaj identity
Provide adequate time slots for broadcasting content related to activities o€ @ssociations and NGOs and of religious
communities;

e  Provide during election campaigns frekcharge and balanced broadcasts of promotions of political parties, coalitions and

candidates (subject to some restrictions);

Tender for independently proded programmes;

Enable the use of selbr independently produced teletext;

Develop and use modern technical and technological standards, in particular in transiting towards new digital technologies;
Respect the importance and the role of churches andji@lis communities in society;

Cooperate and exchange programme contents of interest to the citizens of Serbia.



national orchestras adding 300 members to their staff carrying out what is often seen as an important cultural
service to the country.

In 2007 the RBA demanded that all parliamentary sessiust be recorded and broadcast live on the second RTS
channel. RTS has opposed this decision vehemently because these broadcasts are impossible to plan, and obstruct
a sustainable programme schedule with programmes that are usually of limited interetbtet viewers. This
problem remains unsolved despite alternatives such as having the parliamentary sessions distributed on the
Internet, broadcast after midnight or through cable networks or as a radio programme. It is hardly desirable for any
broadcastetto use its key broadcasting hours for political sessions without any journalistic editing.

RTV

RTV has a particular position with channels, programmes and commitments to provincial orchestra that resembles

that of a national broadcaster. In addition, Rhas a special responsibility to cover and broadcast minority
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from neighbouring countries.

RTV radio attracts according to the management shgimbre listeners than RTS in Vojvodina, and is in some cases
more attractive to the minorities than broadcasters in the neighbouring countries. RTV hesa@5ld equipment,

the TV station is located in rented office space and it has an overstaffed egev ® reverse its very low ratings in

its local area. The audience for RTS television broadcasts in Vojvodina is according to the managetiraes 5
larger than that of RTV.

From a professional media and market point of view it is understandableRM&tis in a difficult position. Its profile
resembles that of a mini national broadcaster, but it does not have sufficient resources, nor has it the national
topics and events to cover that would make it unnecessary for its target audience to visit &Mm&rdruly national
broadcasters. However, RTV has the experience to produce professional and attractive programmes for minorities
and obviously also the experience to become the leading regional broadcaster in the Vojvodina proiock
become aranchor in a new regional broadcasting system.

Strategically the RTV considers using its domestic minorities profile to become a center for regional cooperation
and windows in the Danube and Balkan region. It would then build a platform for regionabhprogr cooperation,
regional radio, film and TV festivals and other issues of importance to South East Europe.

2.3.5 DENMARKGERMANYAUSTRIA

Like in Serbia, both public and private broadcasters all over Europe contribute to individual and public opinion
diversty. Most countries have addressed the obligations of public service broadcasters specifically so as to satisfy

the democratic, political, social and cultural information needs in a comprehensive, impartial, pluralistic, balanced

and objective manner at veous levels: local, regional, national and European . The media are obliged to broadcast
programmes on arts, news, entertainment, education and counseling (including consumer protection, medicine
SO0 d LY DSNXIFye G§KS 2 od theBeridn2ndtatd AyiSemBnSan Oidkl@asSidn Ay 2 ™
272 on |y R Austvan Prifate (fr&levision Aaend in Section 10 of théanish Radio and Television
Broadcasting Acfalthough the requirements in the Austrian and Danish acts seem less dethiden under

German law). Public Program Offers cover radio and television in all countries. Unlike Serbia, some countries such

as Germany also define Teleedia (online) services as public service. In Austria, such proposal has been included in



a draft lav**. In order to qualify as public service, these services must be based on jourralistidal needs and
be edited in a journalistic mannét.

The mission statements for public broadcasters as they appear under the law are slightly more detSiehian
than they are in other countries. However, in a country like Germany, the public broadcasters are required to
report biannually to the broadcasting council on the implementation of the program guidelines.

From these three countries, inspiratiocan be gained for new media practices in Serbia such as that the
broadcasters should publish the general principles of their programming and profiles at least annually in advance in
order to make clear how they intend to meet the public service obligatand how this is reflected in the
broadcast programme. In addition, this broadcast programme could be presented to an Advisory Programme Board
as is the procedure in Germany. A German Programme Board can request changes and amendments without
infringing un editorial freedom. The draft broadcast programme along with the amendments requested by the
Programming Board, should then be approved by the Broadcasting Council, which will determine whether the
revised draft meets the public service obligation. uiblic financing is linked to public service obligations, this
procedure may serve as a basis for establishing the required budget of the broadcaster. In Denmark the public
ONRBIROIFI&aGSNRARZ 5SYyYIN]Qa wlkRAZ2Z | yR ¢z*eaunt®ShgilvpubNd sErvice NB N |j
broadcasting to document that they have fulfilled the public service obligations in their programmes.

Collection of license fees

Currently, public financing of public broadcasting is based on user contriﬁ%titm‘nernationaly often called
license fees (in Serbia radielevision subscription according to the Broadcasting Law, Article 81), which is due

% http://www.parlament.gv.at/PG/DE/XXIV/ME/ME_00115/imfnam& 1534.pdf.
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Promoting media literacy within the meaning of the AV§Sirective is also a policy goal faublic broadcasters in many EU Member States.

'®The question whether contributions user license fees are indeed a means of state subsidy is still not clarified: Sngsidyémtage which

the state grants license fees to an entrepreneurial entity. THe&C&mmission holds that user fees are a state subsidy as the state mandates the
collection by law (and in the case of Germany, the fees are collected by an entity with the status of a public auth@®Z )thy contrast, the
European Court of JusticECJ) has ruled in 2001 (Preussen Elektra case), that a state subsidy entails state control over those means, i.e. if the
means flow directly from a state budget or are granted by state institutions. Thus, there is no clear answer whethefelezassstate

subsidies. However, the question of such fees has not yet been explicitly addressed by the ECJ.

In 2005, the EU Commission dealt with a complaint by an association of private broadcasters concerning the licenserfeasyir{aieged

lack of tranparency in distribution, online offers of public broadcasters, selling of sports events). The Commission requested indiear afe
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cross subsidizing. Although the question whether license fees constitute a subsidy remain discussion to date The sypémifficveasnsettled,

as Germany made major concessions:

e  The extent to which additional digital channels and malbffers serve public the interest must be specified;

e In relation to online offers, there willbe a8 SLJ G SadG F2NJ ySg 2NJ Y2RAFASR aSNBAOSE AAYAL | NI
economically oriented:
o Is the offer part of the publiservice
o  To which extent will the service contribute to the quality of publicist competition
o  Which financial burden does the service involve.

e  The broadcaster launches a public hearing and decides on the basis of the comments and of independent expéngs¢hehhree
criteria test is met.


http://www.parlament.gv.at/PG/DE/XXIV/ME/ME_00115/imfname_171534.pdf

when media consumers possess a receiver. The level of the contribution has been established by law and is indexed
on an annuabasis. RTS is entitled to receive the license fees and is obliged to redistribute the received amounts to
RTV according to a fixed percentage.

In Denmark the level of license fees is determined by the Parliament and is agreed typically yeaa geiod. In
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ensure that their programming meet the public mission goals. The German system entitling public broadcasters to

public funds and rediributing the collected money is different from the Serbian approach.

In Germany, the level of public contribution to broadcasters is determined after (i) each public broadcaster submits
a budget of his financial needs and the costs of programmingstnission, new (digital) channels etc. based on a
detailed programming concept; (ii) an independent expert commission evaluates the fit of the programming
concept with the public service obligations without infringing on editorial decisions. This conmmigpiarts to the
government biannually on changes in financial needs; (iii) the government determines the level of contribution
after a hearing where broadcasters justify their budget. The revenues from user fees are distributed according to a
key for pubic broadcasters who must all meet the public service standards regardless of their size. Thus, the
revenues for very small public broadcasters within their own coverage area may not be sufficient to cover the cost.

In Croatia, The Fund for the Promotioh Diversity and Pluralism of Electronic Media created by the haw on
Electronic Mediaobliges the HRT (Croatian Radielevision) to contribute 3% of its revenues generated from
license fees to the Fund. This fund supports the production and broadgastielectronic media content of public
interest on local and regional levels, which is important for the right of citizens to public information, the rights of
national minorities, the promotion of cultural creativity, and the development of educatidense and art. The

rules for distributing funds collected through this Fund have been adopted by the Croatian Council for Electronic
Media in 2008.
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broadcasters which has been awarded public authority, and which acts on behalf of the public broadcasters
entitled to the fees. Thus, it has the means of enforcing payment orders under public law in accordance with laws

on enforcing administrative etisions. However, introducing this model for fee collection in Serbia would not
necessarily increase the payments.

In Denmark every household that has the possibility to receive radio and television programmes through radio or

TV sets, computers or mobilphones must pay a license fee, which is collected by the License Fee Office of the
YIEGA2y It LlzofAO aSNBAOS oNRBIFROFAGSNI 5SYyYI Nl Qa wlkRAZ2O /
fee, but it is debated how to achieve 99%, which is thénestied figure of broadcast consumption. One proposal is

to make the payment obligatory demanding applications from citizens who claim not to have access to media and

want exemption.

Commercial broadcasters in Denmark, Austria and Germany

e  The regulator decides whether the program is compatible with the standards of public service.

Subsequently, in 2008 there have been indications from the European Court of First Instance (CFI) that in principléedEeamseto be
considered as state money, but that they would not be subject to thevield state aid regime (national laws would apply).



TV2 Denmark hdsy far the largest part of the market for TV commercials in the country and is established with full

LlJdzof AO ASNIWAOS oOoNRBIROFalGAYy3d 20fA3dlLGA2ya ARSYGAOFE G2
not receive license fees or state subsidiasd is fully dependent on its income derived from the sale of
advertisements on its main and additional niche channels. TV2 was established as an indepenemofintegal

entity but has been transformed to a stocks company owned by the state as ptepafar a possible sale.

Through tenders following the beauty contests principles two private, commercial broadcasters have won the right
to broadcast through cable network and satellite. With the recent implantation of digital broadcasting they have
now been given access to terrestrial multiplexes. Private commercial channels have to comply with strict conditions
concerning the amount of news, own production, European production etc.

Austria has in principle allowed the establishment of private, comtmébroadcasters since 2002. In reality, only a
regional Vienna based broadcaster has been established as an alternative to the national public service
broadcaster. In other words, the main competitors to the national public service broadcaster, Otfe @erman

and Swiss German broadcasters that distribute across their borders to Austria.

In Germany with 82 million inhabitants there are 3 national public service broadcasters including one formed by
regional broadcasters and more than 10 private, coencial broadcasters which comply with relatively strict
criteria for the quality and public interest of the content they must broadcast.

Compared with these 3 EMember States Serbia has adopted an ultraliberal policy. The allocation of a number of

national frequencies to private, commercial broadcasters must be expected to result in cheap entertainment
programmes and serious financial ptelms for the broadcasters.

{SNDAIFIQ& Llzof A0 aSNWAOS ONBIROIFaAGAY3I Olyy2i 06S O02YLI NB
as Germany, Austria and Denmark (ARD and ZDF in Germany have a revenue of total 8.300 million euro per year
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and DR and TV2 in Denmark have total in yearly revenue 750 neillrorand 4 000 employeé%)‘rom the point of

view of revenueg although, the number oRTS employees is comparable (3.200). In the long term Serbian public

service broadcasting is unsustainable and is expected to be reduced like in most other broadcasters.

100 million Euros (the anticipated revenues for 2009 of the RTS top manageniieshse fee collections plus
commercial revenues) is the minimum amount, which allows for the survival of (acceptable) public service
television and radio broadcasting (on two TV channels, plus radio broadcasting).

With this budget however, RTS is locatedra bottom of public service televisions within the EBU.

A significant increase of advertising revenues to the public service broadcaster in aeshorbr midterm
perspective is unlikely (see e.g. TV 2@1l®arkets and Trends, Facts and Figures, Idates@iting and Research
2010).

It is also necessary to ensure that increases in income from license fees are reflected directly in public service
activities to maintain fair competition on the Serbian TV market. In accordance with the Amsterdam Protoaol publ
service broadcasters shall not engage in activities that are not necessary for fulfilling the public service mission and
which would result in disproportionate distortions of competition.

Whereas RTS income is at best expected to stagnate, RTS waysexpnust be expected to grow as a result of
the growth in the general Serbian economy. These wage expenseshiouge employees as well as external
independent audiovisual producers will constitute an additional economic burden for RTS.

' Statistics of respective broadcasting corporations.



Public Servic®8roadcast | License feeg License fees applicable | Collection
Financing advertisements to radio and TV sets or
all media
Denmark 5SYy Yl N] Q&4 w|Alownersofradioand |5SYy Yl NJ Q& w
license fees, TV 2 TV sets, computers and | for itself and distributes
Denmark solely Mobile phones that can | to the TV2 regional TV
commercial revenue receive programmes stations, and to a fund

for film and public
service programme

production
Germany ARD and ZDF have mixe Radio and TV sets, for | By company owned by
license fees and each receiving the public broadcasters

advertisement fimncing | equipment incl. mobile | but with public authority
phone or PC?

Austria ORF has mixed license | All broadcasting By a company GIs
fees and advertisement | reception equipment in | owned by the ORF, actin

financing use or operational ata | as an agency of the

given location Ministry of Financ¥

General characteristics and trends for the transitional media market

As indicated in the economic background, the Serl@duertising market is characterized by a high share of TV
advertising, typical for postommunist countries with less developed media markets and the subsequent arrival of
Internet media.

The share of TV advertising in total advertising expenditnnpostcommunist countries ranges from 50 to 80%,
whereas it represented 47 % in the EU27 countfigs2008 and in the USA 37%.

Serbian media experienced a significant drop of 22% in advertising revenue in 2009 which exceeded the average
global drop ofadvertising revenue of 7.2%. TV advertisements in Serbia dropped 16% compared to a 0.2% fall in TV
advertisement globally.

{SNDALY T RAOSNIA&ASYSyli O2yaiAriddziSa nop: 2F D5tT KFIEF 2F
status of media mikets in Germany, Denmark and Austria. For this reason the advertising market in Serbia is
expected to grow despite the recent fall in 2009, exceeding the world average.
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television advertising is losing its share of the advertising market, due to high quality broadband internet access

anda general increase in the number of internet users. This makes online media thrive and their share of the online
advertising grow accordingly.

The estimated economic capacity of the television market in Sédsad on the costs of countrywide operating TV
stations on comparable markets (see tables bgtow

By 4ol ara TSSE Aa OKI NASRKRYMISNIGRAER FISYBR FRINI IS ¢cNBHIFE VYXY@NBS Ay (KS OFf

!9 Responsible for licence administration in Austria is GISS 6 NKNByY Ly ¥2 {SNWAOS DYool X | wmng: adomiaiR
Company (ORF), as well as an agency dffinéstry of Finance, see Annex 5.16

2 excluding Malta



e Public service broadcaster with maximum 2 national full format TV channels and a revenue a bit over the
anticipated RTS minimum budget of approx. 100 million euro budget. With a fully efficient collettioense
fees it would also be possible for RTS to add niche channels as part of their public service obligations.

e Maximum 2 private national private channels including other potential derivatives such as thematic channels
after the digitization of TWroadcasting (based on the revenues from the remaining market for TV advertising
of 60 million euro in 2009 or 7680 million Euros in 2008).

The following examples of revenues in the GMvned commercial TV channels in CEE countries provide a useful
benchmark for comparison:

Year

CME revenues on CEE markets

2009 (2008)
Net Revenues Market Share in 2009 mil. EUR | mil. EUR
Croatia Nova TV, 22.3% 35.3 394
Czech Republic | TV Nova+Nova Cinema, together 44.0% 198.5 270.1
Romania ProTV+Acasa+Pro Cinema+Sport.Ro.+MTV Romania, together 2|  127.0 197.6
Slovak Republic | ¢+ al Ny NT I Z oH®DK: 77.3 95.5
Slovenia POP TV+Kanal A+TV Pika, together 38.3% 48.0 58.1

Source.CME
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Examples of the TV advertising market in the CEE regaide another useful benchmark for comparison:

TVADVERTISING MARKEREGION OVERVIEW

Population Per Capita | Total Advertising Total A dv;—r\t/isin TV Advertising
P GDP 2009 Spending per Advertising tsing Spendingas % of Total
Country 2009 . . Spending per vt ;
(in millions) (thousand capita 2009 Spendingas % capita 2009 Advertising Spending
EUR) (EUR) of GDP 2009 P 2009
(EUR)
Serbia 7.5 4.32 21.5 0.49% 12.7 59%
Bulgaria 7.5 4.48 25.61 0.57% 13.1 55%
Croatia 4.4 10.43 39.14 0.38% 21.1 54%
Czech Rep. 10.5 13.16 57.99 0.44% 24.9 43%
Romania 20.6 5.87 14.97 0.26% 9.5 63%
Slovakia 5.4 11.75 44.1 0.37% 21.6 49%
Slovenia 2.0 18.18 45.4 0.25% 28.4 63%

Source:Global Insight and CME estimates (Serbian data row added)

The European trend within public service broadcasiting

¢ A decline of the market share of public TV on country level

e A continued fall in the share of advertising revenue

e An implementation of alternatives to classical TV public service programmes

e An expected continued decline in the share of advertisemreménue to finance broadcasting, making Fay
revenue the largest source of income for EU broadcasters in 2009 and globally in 2010.

The national public service broadcaster in almost all EU Member States is a dominant voice in the public sphere and
a cricial transmitter of national cultural heritage. Yet it is important to allow more voices to be heard in the public
debate. In a small market there are two sustainable ways to maintain a dual broadcaster structure with a pluralism
of opinions. The number ofrequencies that are licensed to commercial broadcasters could be limited and
tendered on conditions that ensure programmes of a quality that goes well beyond cheap entertainment.

The alternative approach is to link public service to broadcasting okatnand in addition to RTS support public
service programme projects on other broadcasters. A call for proposals could request projects for broadcasting
public service programmes like investigative journalism, documentaries or fiction programmes ande provi
financing of these. With such a mechanism it would be important to define the criteria and the demands of these
calls as precisely as possible allowing the RBA to monitor and ensure that these criteria are implemented.

In principle both approacheuald be combined.

The cost to operate national radio stations on comparable markets demands minimum reven3enafln euro
per yearand the present large number of radio stations in Serbia is in our view unsustainable in a long term
perspective. Ecomic conditions will encourage several radio stations to mergeratdiork. Finally, considering
relevant benchmarks, it is our estimation that no more than 5 to 8 relevant national/regional players are
sustainable on the Serbian radio market.



Advertising sponsoring and product placement rules

Serbia has one comprehensive law on advertising, while in Germany the advertising legislation specific to
broadcasters or to print media are found in legislation concerning those specific sectors. Policy duwemgesing
advertisement legislation are not required. The comparison of provisions regarding the conditions for advertising
for public broadcasters on the one side and for private broadcasters on the other side has revealed no fundamental
differences between the main legal systems reviewed in Serbia when compared witMdthber States. In
principle, private broadcasters enjoy greater freedom to incorporate advertising time into their programs.
However, it should be noted that German public television buzeters are only allowed to broadcast advertising

and teleshopping on national programs.

The AVMS Directive addresses sponsoring and product placement. Sponsoring is allowed subject to certain
conditions while product placement is prohibited, but Member States can introduce exceptions subject to certain
conditions.

With regard to product placement, the EU Member States have adopted different policies which do not sum up in a

W6 Sald LINDbachihid B Que to ltieddt that Member States base their position on whether and to which

extent they seek to support media production by third party investors who request to have their products
displayed in a given production. In Germany for examptedpct placement is permitted in relation to cinema

movies, serials, and sports and light entertainment. There are, however, restrictions on tobacco products etc., and
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proposed such a solution in a draft law. Member states seem to have based their positions on this issue on ulterior
motives like investment and employment policy considerations.

Sponsoring is permissible in general if editorial fremde not infringed upon but the display of event sponsor logos
is highly restricted. Sponsoring by tobacco companies is illegal, and often sponsorship of programmes dealing with
markets of interest to for the sponsoring organization is prohibited.



2.4 REGULAORY BODIESRBARATEIRPRESSOUNCIL

2.4.1 EUAcQuis

With the establishment of the Republican Broadcasting Agency according tbativeon BroadcastingSerbia
formally complies with theEU Acquisbecause theAVMS Directiveequires that each Member State ensures the
independenceof the national regulatory body responsible for implementing that Directive. The main reason for
this requirement is to safeguard the principle of pluralism.

2.4.2 COESTANDARDS
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Regulatory authorities for the broadcasting media must function in an unbiased and effective manner, for instance

when granting licenses. Print media and Interbeised medi should not be required to hold a state license which
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media selfregulation including a right of reply and correction or voluntary ap@sdiy journalists. Media should

set up their own selfegulatory bodies, such as complaints commissions or ombudspersons, and decisions by such
02RASa aK2dZ R 0S AYLIX SYSYGSRe® ¢KSasS YSI adzNSa aKz2dzZ R oS

The conclusions of thRegional Seminar on the Progranonitoring Functions of National Regulatory Authorities

3-4 October 2003 emphasized that broadcasting regulatory authorities should have adequate and proportionate
authority to ensure access to networks and services, sahdsrds, promote quality and ensure a sustainable,
technologically ugo-date industry. Regulatory authorities should be closely involved in the development and
implementation of national audiovisual and broadcasting policies and legislation.

Press Counlsi are implemented standards in EU and the newly established Press Council in Serbia will be discussed
later in the chapter.

2.4.3 BECONOMIC BACKGROUND

There are two types of fee, broadcasters in Serbia are due ta; plag radio station fee (radio frequency eidee)
to RATEL and broadcasting fee to RBA. Both of the bodies are covering their operational expenses by a split of
these fees.

Public service broadcasting institutions of the Republic of Serbia and the autonomous provinces, radio and
television stationsof local and regional communities, which are wholly stavened, and civil sector radio and
television stations shall pay only the radio station fee (radio frequency use fee) and shall be exempt from paying
the broadcasting feé®

2 Exemption from the Obligation to Pay the Broadcasting Fee, Artiadé #i2 Broadcasting Act



The radio and televisiostations of local and regional communities, which are partly privately owned, pay part of
the broadcasting fee proportionate to the share of private capital.

RATEL sets formulas for calculating fees for:

a) radio frequency usage;

b) radio stations ifbroadcasting services;
¢) mobile and fixed services;

d) public services;

e) satellite services; and for

f) other radio stations.

The following criteria are taken into account when calculating fees:

a) number of inhabitants in the service area;

b) level d development of the area covered by the service area of the radio network;
c) signal type; and

d) mode of radiefrequency usage.

According to the report of RATEL for 2008 (An Overview on Telecom Market in the Republic of Serbia in 2008):
During 2008 RATEQ& G 2G+f NBOSydzSa | Y2dzyiSR (G2 FLIWNREAYIFGSEE m
were 556 million dinars. Pursuant to Article 18, paragraph 8 of the Law, the surplus of 681 million dinars was paid

into the Treasury of the Republic of Serbiadathe Autonomous Province of Vojvodina, in the amount of 669

million dinars and 12 million dinars respectively, once the financial reports had been auditgd2010 the fees

for frequency allocation and broadcasting license exceeded the actual costs.

The fee paid by every broadcaster for frequency allocation and use is supposed to cover the administrative costs of

RBA and RATEL including the monitoring of spectrum usage. The RBA administration estimates that a reduction in
license fees in 2010 would rdsun an overall reduction in income of approximately 5 million Euros. Apart from
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costs and break down of fees for frequency and broadcast license

The newly established Press Council has in the process been fiancially supported by the Ministry of Culture and the
Norwegian financial mechanism. As this is an independent professional gathering of stakeholders, the financing of
running costs will nobe covered by any systematic direct state funding.

More on financial details in the subchapters of respective councils.



2.4.4 STAKEHOLDER BACKGRDUN

Three institutions form the nucleus of the Serbian regulatory bodiramely the Republican BroadcastiAgency
(RBA), the Republican Agency for Telecommunications (RATEL) and the newly established self regulatory Press
Council.

The Republican Broadcasting AgengciRBA

The Republican Broadcasting Agency (RBA) is established as an independent regulatdnry thedBroadcasting

Law It is headed by an Agency Council consisting of 9 members from different areas of societal life. The board
takes most of the relevant decisions itself. However, the administration appears to be heavily involved in preparing
dechA2ya O2yGNRftftAYy3d GKS LINPGAAAZY 2F TF2NNIEAGASE Ay
responsibilities include the following:

e Passing the broadcasting development strategy;

e The consistent application of thdedia Law

e Licensing of broadcagts;

e Setting conditions for the broadcasting of programs (as specified iBribedcasting La)y
e Prescribing rules to ensure the implementation of the national broadcasting strategy;
e Supervising broadcasters;

e Handling complaints;

e Advising state bodids relation to accession of international conventions on broadcasting;
e Imposing sanctions on broadcasters where required;

e Performing other duties under thBroadcasting Law

e Taking measures to protect minors;

e Enforcing copyright regulation;

e Taking actiom against programs which incite discrimination, hatred etc.

The RBA has been implementing a policy according to which it allocated all available frequencies. This resulted in a
large number of broadcasters. Views have been expressedctbahtrary to wthat it appears to assumethe RBA
was not obliged to allocate all available spectrum to broadcasters.

In 2006 when almost all licenses for broadcasting were alloc#tedRBA was strongly criticized for having
published the criteria for assessing license applications after the application deadline. Also it was accused of not
taking into consideration the quality of the programming for the individual applicZnts.

2 http://www.osce.org/documents/srb/2006/05/20006_en.pdf read 12.4.1akubowicz, Karol LEGAL OPINION concerning the Decisions of the
RepublicarBroadcasting Agency Council of Serbia, on the allocation of broadcasting licenses for Radio and Television statioesiforytiod t
the Republic and for the territory of the Autonomous Province.



http://www.osce.org/documents/srb/2006/05/20006_en.pdf%20read%2012.4.10

The D09 EC Progress report says that progress was made in 288%nis of the transparency and accountability

of the activities of the Republican Broadcasting Agency; However, it also states that a small number of cases, in
particular those relating to mediasing minority languages, the decisions have proved controversial and procedural
irregularities were raised. A significant number of the stakeholders interviewed for this report pointed to unclear
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The 2009 EC Progress Report states that political interference in the work of media has continued, while some
media has continued breaching the rules on protection of privacy and ethics.

In August 2009 amendments Law on Public Informatiowere adopted, and both the government and parliament
were criticised over the lack of transparency and lack of public consultation prior to the adoption of the
amendments. Later some of the provisions have been changed.

The RB is in charge of adopting recommendations, and regulations of broadcasters to ensure efficient
implementation of the broadcasting policy. This competence is specified irBthadcasting LawHowever, it

appears that the RBA has not yet issued detailesypamming standards that broadcasters must follow. The RBA
administration has developed draft procedural regulation for cable operations. It is, however, a matter of dispute
pKSGKSN] adzOK WLINE OSRdAzNI f NHzZE SaQ F €t BahidsKokogosed & w. ! Q2
appropriate measures.

When organizing broadcasting licensing competitions, the RBA determines certain programming and technical
criteria which the contenders must fulfill. During the evaluation process, the RBA administration rexhetyser
applicants meet these criteria and reports to the council. However, interviewees repeatedly claim that, the criteria
used to evaluate the applications are not transparent and clearly defined. The Council, which makes the final
decisions, has a Ige margin of discretion, which is hardly judiciable.

RBA does seem not to have played a key role in the preparation of sector specific regulations, in media strategy
development or in media policy. The RBA administration does not seem to have a proatgiva relation to
developing such regulations or to involve proactively in commenting on draft law initiatives. Similarly, there seems
to be no decision making committees within the council which is detrimental to the efficiency of RBA operations.

Republican Agency for TelecommunicatiomsRATEL

The Republican Agency for Telecommunications (RATEL) is established as an independent regulatory body in charge
of regulating telecommunications networks and services. It is headed by a management boardakbgmost of

the relevant decisions itself. Apparently sigommittees or administrative bodies do not to take decisions
concerning specific issues. The following RATEL competencies are of particular relevance to media:

Allocation of frequencies,

Monitoring of frequency use,

Analysis of the available frequencies,

Monitoring of the technical capacity, mapping etc.,

2 |REX MSI 2010tp://www.irex.org/programs/msi_eur/2010/EE_MSI|_2010_Serbia pefad 1.6.2010.



http://www.irex.org/programs/msi_eur/2010/EE_MSI_2010_Serbia.pdf

e Provision of information of RBA about all free and available frequencies and allocation of
spectrum in the context of awarding broadcastirgglises,

e In the future (following the adoption of a revised law on electronic communications):
No more licensing of infrastructure operations (cable), but potentially the regulation of
broadcasting transmission markets and other electronic communicatiemnicges (e.g. wholesale
broadband access) where there is market failure (i.e. significant market power/dominance.

The study team was only provided with rather general information but had no access to details on digitization,
frequency fees and future re¢ptory environment for electronic communication.

RATEL left the study team with an impression that the division of responsibilities and competencies between RATEL
and the RBA is not ultimately clarified, in particular in the field of implementingstrbian Strategy for switching
from analogue to digital broadcasting of radio and television programs.

Convergence issues
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broadcasting. Accordg to Article 58 of the Telecommunications L&RATEL shall manage the frequencies, conduct

the technical survey of broadcasting equipment and keep records of relevant data in radio communications. The
allocation plan is to be passed by the Government atmd assignment plan by the Ministry for
Telecommunications, according to proposals made by RATEL.

A "onestop shopping" at the counter of the RBA is provided. The RBA should issue invitations to tender for
broadcasting licenses based upon the assignnpdait created together with the Agency for Telecommunications
concerning frequencies assigned for terrestrial radio and TV. Upon completion of the tender, the RBA attaches the
transmitters / radio station license as a part of the overall license. Folloaingnternal evaluation, the RBA
requests the issuance of a transmitter / radio station from RATE in accordance with therabatiened plan for
procedure.

Press Council
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hardly known to the public. One major impediment to the functioning of the Press Council is its lack of funding
from the media but the cooperation among the participating media and journalist associations could also be
improved.

The Press Council was established in the spring of 2010. The ethical codes of conduct from UNS and NUNS were
merged and this provides the basis for the work of the council. Activities have not yet been implemented, and the
Council is still in the proces$ preparing its work with the assistance of the Norwegian Press Council.



2.4.5 DENMARKGERMANYAUSTRIA

2.4.5.1 BROADCASTING AND ELEQNIC COMMUNICATI®REGULATORY AUTHOES

Germany
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similar ways:

The regulatory agency is represented by a director who carries out the decisions of the Council. The Council is
composed of representatives from the most relevant societal groups. It tieedecisions in plenary session, but

several sukcommittees are responsible for the presentation of topics and decisions. In addition, administrative
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by providing their expertise.
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complementary competencies:

e To promote media literacy;

e To review retransmission on cable networks and toedetine the programming on a certain
number of channels on cable networks;

e To commission media research projects;

e To promote necessary technical infrastructures to ensure comprehensive coverage of the
country;

e To award quality labels to specific broadcamtsl specific formats.

One measure to ensure the independence of the regulatory agency from state influence is that it is financed by
license fees collected from media consumers rather than through fees on the frequencies.

Austria

The AustrianCommunicabns Authority (KommAustria) was established to regulate broadcasting activities.
KommAustria assumed the responsibilities of the former private broadcasting authority and the Regional Radio Act
Commission (which also served as the Cable and Satellit€okeinission). In addition, KommAustria is responsible

for the administration of broadcasting frequencies and for applying the general competition law (Austrian
Competition Act) to the media sector. KommAustria has also been responsible for administeridgistizan

federal government's subsidies to media and to journalism. Finally, KommAustria acts as the supervisory authority
for collecting societies.

The AustrianRegulatory Authority for Broadcasting and Telecommunicati@ER) constitutes KommAustria's
operational arm and provides administrative support. RTR provides information, conducts reviews and makes
decisions in a competent, independent, transparent, and expedient manner.



For KommAustria, RTR manages the Digital Platform Austria working gresigtsawith the management of
broadcasting frequency, legal supervision and advertising monitoring, and supports the authority in procedures
carried out undemBroadcasting Law In providing operational support for the Teleke@ontrol Commission, RTR's
various teams are responsible amongst other things for frequency allocation procedures and competition
regulation. The Austrian federal government owns 100 percent of the shares in RTR which are administered by the
Federal Chancellery and the Federal Ministdy Transport, Innovation and Technology. KommAustria is an
individually empowered government authority which is subordinate to the Austrian Federal Chancellery.

The Broadcasting Advisory Boasgs set up as an advisory body for KommAustria and cordist voluntary
members. The board is to be consulted before licenses are issued and programming changes are approved.

The Federal Communications SenéBKS) was set up as an appeals authority within the Austrian Federal
Chancellery in orderto revieW 2 YY! dzZa G NA | Q& RSOA&A2ya Ay YIFIGGSNARA NBfF S|
the BKS is responsible for legal supervision of the Austrian Broadcasting Corporation (ORF) andnftaficst

decisions under the Act on Exclusive Television Rigatag€hExklusivrechtgesetz, or FERG). The five members of

the Federal Communications Board, three of whom have to be judges, are independent in their official activities (cf.
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Denmark

In Denmark the Radio and Television Board, the RTB, is the independent regulatory authority in charge of
supervising the implementation of the Danish broadcasting legislation. The RTB has the following tasks:

e Toissue licenses to private natiomald local broadcasters,
e To monitor whether private and public broadcasters are fulfilling their legal obligations,
e To administer the grants for necommercial local radio and television.

The RTB consists of eight members that together represent expettlsgal, financial/administrative, business and
media/cultural affairs. The Minister for Culture appoints the members for four ydaus reappointments are
possible. The decisions of the RTB cannot be appealed to the Ministry.

Convergence Issues

In the EU, converged regulators can be found in Finland, Italy and the United Kingdom. The Austrian regulatory
bodies appear to be under one roof, sharing an administrative structure. The rationale for establishing a converged
regulator is that a converged regtde is better suited to act in a context where distinctions between services and
network platforms are increasingly blurred, where competencies for content regulation are vague and where
jurisdiction in relation to converging media is unclear.

In theory,it may be unclear which of the Serbian agencies is responsible for regulation of providers of IPTV services,
RSLISYRAY3I 2y 6KSGKSNI GKASYy SH- SN AGOSH KaAgy Uit KAS/ SY RiBpvieydE Y2y yii K
such jurisdictional issues can lwdearly addressed by law and conflicts of competencies can be avaided

% Refer to Annex 5.2

% The study team notes that under the current version of the Serbian telecommunications law, there are dicengimements for internet
services providers. ISP providers might be required to obtain such a license dependiegnature of the service. However, the new draft law



Moreover, most OECD countries still maintain a system of separate regulators for broadcasting and for electronic
communication§® ¢ KSNBE Aa y2 Of St NJ Wo Scuitried #dudni & SpécificinbBeyfdr@ Ay 9!
converged regulatory body for electronic communications and broadcasting and / or content regulation.

Coregulation Issueé®

Coregulation involves the following concept: While statutory law target Hmtel djectives, they leave the details
of implementation either to so called "soft law" or to-cegulation and selfegulation. Stakeholders play a strong
role in both ceregulation and seifegulation. Public authorities set the objectives accordingtatutory Lawand
entrust stakeholders directly involved with implementing the means to reach these objectives:régwation,
public authorities also indicate that they reserve the right to intervene if theregjfilatory measures do not
achieve the set olgjctives.

In Austria and in a number of other EU countfiest is still unclear whether ceegulatory schemes will be
established.

In Cyprus, France, Lithuania, Luxembourgregulation is unlikely to be implemented.

Coregulatory elements are alreadyesent or are likely to be introduced in the following countries: Belgium (CSA
& VRM), Catalonia, Czech Republic, Germany, Ireland, Latvia, Netherlands, Romania, Slovenia and Slovakia.

Where coregulating exists or is envisaged, the following formeamifegulation can be identified:

¢ Inthe Czech Republic:-operation with Czech setbgulatory bodies which are not defined precisely.

e Facilitation of agreement among various broadcasting services providers to ensure adequate delimitation
of the complance with obligations and duties regarding conteAtticle 78 of the Catalan Broadcasting
Act).

e In Romania: the National Audiovisual Council has concluded agreements with associations such as the
Romanian Advertising Council Union to monitor regulaticcencerning advertising the National
Audiovisual Council has entered agreements with the Authority for Consumers Protection to identify
dzy FI ANJ O2YYSNOAFE LINF OGAOSa FyR 6AGK GKS W2dz2NYIf A&l
rules in the audivisual domain.

¢ In the UK: the Advertising Standards Authority is expected to manage day to day regulation for VOD
advertising content and investigate complaints, referring repeated or serious violations to Ofcom to
consider regulatory measures. Ofcasto receive an annual report on the number of complaints received,
how many cases of advertising these involved and how complaints were handled / resolved. Further, a co

on telecommunications will no longer include licensing requirements, as it seékgplement the EU 2002/2009 regulatory framework which
provides for a general authorization.

% OECDPolicy Considerations for Auditisual Content Distribution in a Multiplatform EnvironmeBSTI/ICCP/TISP(2006)3/FINAL, Jan. 12,
2007.

% Eor sources anfiirther details, please refer to
http://www.epra.org/content/english/press/papers/Dresden/Overview_transpositionAVMS Dresden_final. faf

®Italy, Poland, Portugal.


http://www.epra.org/content/english/press/papers/Dresden/Overview_transpositionAVMS_Dresden_final_final.pdf
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regulatory system is suggested, with the Association for Television On Demand resgpibmsible for
editorial VOD editorial content. This association is to draft and publish a set of enforcement and sanctions
procedures and to adjudicate on complaints.

e In Ireland: nodinear service will be required to establish their own regulatory gdtriecand devise their
own codes. The national regulator will have to sign off on these codes.

¢ In Slovenia: the new law is expected to provide the regulator with the legal basis to develop and introduce
coregulatory mechanisms in the field of TV advéntisand protection of minors and eventually also in the
field of nonlinear AVMS.

Areas of expected eregulation include:

e Advertising (UK, Slovenia, Slovakia, Romania)

e Media literacy (Belgium VRM)

e Protection of minors (Netherlands, Norway, Slovenia, Germany)

e Nonrtlinear services (Ireland, Slovenia, the UK, NL)

e Codes of conduct including HFSS food (Latvia)

e Sanctions: The Slovak regulatory body CBR has the possibility to take into account anl eeeratiezn
imposed by the selfegulation body.

2.4.5.2 PRES$OUNCIL

Austria

The Austrian Press Council was an association for regjfilation of the print media on the basis of a code of
honour. It was founded in 1961 by the association of newspaper editofsR 0& GKS W2 dz2Ny It A&adaQ
YAdaArzy 2F (GKS tNXBaa /2dzyOrt (2 KIYyRtS O2YLXlAyida O2
dismissed if the publication in question (severely) infringed the professional duties of the press;t dr wees

detrimental to the reputation of the press. Members printed the emblem of the Press Council on their publications
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authority and conflicts amongst the other members arose. The Association of editors increasingly criticized the
influence of the trade unions within the organization andirdled that only newspapers should assess journalistic
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authority. Basically, there is no press regulatory body in Austria today.

Germany

The German Press Council was founded in 1956 and was modeled after the British Press council. Its members are
SRAG2NEQ | aa20Al (A 2ighd Itlisyldday @rgatudell astan dssodiglion lwkosde2n@ih Huty is to
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The Press Council was founded to prevent state legislation on a PressiiCoun

The Press Council operates on the basis of areplbsed Code of Honor which is updated regularly and now also

covers electronic media; by tradition, a copy of the Code is submitted to the German President. Complaints about
infringements of the cod of honour can be filed by anyone. The Press Council can issue advice, a statement of
disapproval (which does not need publication), and a public statement of disapproval. In summary, effective self



regulation has prevented the adoption of further stateeasures. In addition, the Press Council has played a pro

active role in political discussion on media concentration and other issues which impact on press operations.
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Euros per year out of which 180.000 come from a grant scheme from the government.

Denmark

The original Danish Press Council was established voluntarily in 1964 by the association of Danish print media to
observe complianceith their Code of Ethics.

The Parliament adopted th&ledia Liability Actin 1991 (no. 348) and the appointment of the Press Council
followed in 1992. As a complaints authority, the Press Council consists of a chairman and deputy chairman to be
appointed upon recommendation by the President of the Supreme Court, two members are appointed upon
NBEO2YYSYyRIGAZ2Y o6& GKS 5FyArAakK W2dNylrftAaadiad !'yiazys (g2
managements upon recommendatidny the media, and two membersr& appointed as public representatives

upon recommendation by the Danish Council for Adult Education.

The Secretariat consists of 2 media lawyers preparing the monthly meetings for the Council members. The annual
budget is approximately 200.000 eurinanced equally by the public service broadcasters and the association of
Danish Newspapers.



2.5 DIGITALIZATION

2.5.1 EUAcQuis

The switch from analogue to digital broadcasting has been initiated by EU to make frequencies available for other
digital servicesBy digitalising television transmission Serbia gains access to 32 frequencies of same quality as the
present 8 national frequencies used today, a point which is elaborated further in this chapter. The future additional
services making use of the frequeesithat have been made available are termed the Digital Dividend. The Digital
Dividend is estimated to present a value of 250 billion euros a year and will be a significant contribution to
competitiveness and growth if new and innovative services areduired®.

To maximise the dividend and to regulate the Information SocietygteAcquitias developed several politices,
decisions, directives and recommendations set fortiRegulating the Market, Stimulating the Information Society
and Exploiting tle Benefit{See Annex 5.6).

A number of activities and support programmes are introduced to maximize the Digital dividend in education &
training, public administration and of course within the European cultural industries.

Relevant to thecultural industies is particularly theMEDIA 2007 programmehich aims to strengthen the
competitiveness of the Europeaaudiovisual industry and includes a series of pilot projects to account for rapid
technological changes. In practice all-fgldgrammes financing activities in the media and audiovisual fields
demarlg cross border cooperation and involvement of parties frdifferent countries in order to qualify for
grants:

2.5.2 COESTANDARDS

The transition to digital broadcasting will have significant influence on the TV market. It will have clear implications
for the media landscape and require firm political decisionthieySerbian government.

Experience from other countries proves that the switch from analogue to digital television will result in a larger
number of TV outlets at national level because of its additional frequencies. However, this will not necessarily me
increased diversity in terms of broadcaster ownership.

As early as 2003, the Committee of Ministers of the Council of Europe adofRed@nmendtion Rec(2003)9 on
Measures to Promote the Democratic and Social Contribution of Digital Broadcalstitgis document, the

% Communication from the Commission to the European Parliament, the Council, the European Economic and Social Committee and the
Committee of the Regions of 13 November 20@Reaping the full benefits of the digitdividend in Europe: A common approach to the use of

the spectrum released by the digital switchoverCQM(2007) 700 final - Not published in the Official Journal].
http://europa.eu/legislation _summaries/information_society/I24114 en.hRead 30.4.2010.

*The EU Acquis is very well developed in the area of the Information Society and the Digital Dividend expected to fatiitalitretidn of
television frequencies. Policies, Decisions, Directives, Recommendations, Activities anceimgadepnojects are described systematically and
AY RSGFAET G 9dzNRPLISQa Lymaind2642020y {20ASiGe ¢KSYFGAO t 2NII €
http://ec.europa.eu/information_society/policy/ecomm/radio _spectrum/documents/legislation/index_en.htm#recom



http://www.ebu.ch/CMSimages/en/leg_ref_coe_r2003_9_digital_broadcasting_280503_tcm6-5032.pdf
http://www.ebu.ch/CMSimages/en/leg_ref_coe_r2003_9_digital_broadcasting_280503_tcm6-5032.pdf
http://eur-lex.europa.eu/smartapi/cgi/sga_doc?smartapi!celexplus!prod!DocNumber&lg=en&type_doc=COMfinal&an_doc=2007&nu_doc=700
http://europa.eu/legislation_summaries/information_society/l24114_en.htm
http://ec.europa.eu/information_society/policy/ecomm/radio_spectrum/documents/legislation/index_en.htm#recom

Committee appreciates that digital technology opens new possibilities in the field of communication, which may
have a certain impet on the audiovisual landscape, and the public and private broadcasters. However, it stresses
that the digital technology also presents risks.

The COE recommendations suggest the creation of adequate legal and economic conditions to guarantee the
diversty of broadcasting services and public access to an increased variety of quality programmes, including the
availability of transfrontier services. Further, it is recommended to protect and, if necessary, implement measures
to safeguard and promote mediayshlism, as a counter measure to the increasing concentration in this sector. In
2003 the COE also encourages implementation of a scheme for adequate information on and training in the use of
digital equipment and new services.

The digital system also offe new possibilities for twavay communication, High Definition television, new
telecommunications services and better services to the citizens. A fully fledged digital system will offer possibilities

for services allowing people to watch a television MdgY YS G KSy S@SNJ (1 KS& gl yd (2o CNB
of view it offers the possibility for commercial television to open new pay TV channels where the consumers have

to pay for watching a film, a specialized programme or for having a decoder to d chdanel. Other broadcasters
broadcasting free to air are allowed to distribute their programming acros8 2hannels in the hope of gaining a

larger total audience and attracting more revenue from the selling of advertisement time. In 2008, The Gammitt

of Ministers adopteda Declaration on the allocation and management of the digital dividend and the public

interest (February 26§ 2008).

Forthe public service broadcasting system the new technology provides new ways to serve the public with many
more channels than tod&$:

2.5.3 BEcONOMIC BACKGROUND

The Regional Conference on Radio Communications of the International Telecommunication Uniome(tTid)

June 2006 in Geneva (ITU RRCO06), agreed that the introduction of digital broadcasting and stop of analogue
television in Europe, Africa and part of Asia should be completed by Jihears. The Serbian Government on its
meeting 2.7. 2009 commigd to implement the switch from analogue to digital terrestrial transmission by April
2012. A working group with the Ministry of Telecommunications and Information Society, the Ministry of Culture,
RATEIBM and RBA was established in October 2008 to peefiee Strategy and Action Plan for the transition from
analogue to digital broadcasting of radio and television programs in the Republic of ¥eFhia.fact that the
Ministry for Telecommunications and Information Society of the Republic of S@itS) has outlined its Digital
Switchover Strategy for Serbian terrestrial radio and television broadcasting, which was adopted by the
Government of the Republic of Serbia on tHe & July 2009 was assessed as a positive step in the Progress report
for 2009.

2t will be possible to have interactive educational programmes to contribute to lifelong learning programmes. A number spethalized
chamels will with the digitalization open possibility for e.g. children provide regional quality programmes, a channel wigémpneg from the

archive or a 2hour news channel. Also a separate channel for parliamentary sessions, employment servicess lpusgrasnmes etc would
be possible. See e.g. Dr. Karol Jakubowicz, Psdifiice broadcasting: a new beginning, or the beginning of the enghforing some of the
potential for public service broadcasting in a digitalized environment.

# Website of he Ministry of Telecommunications and Information Society,
http://www.mtid.gov.rs/digitalizacija/digitalizacija/proces _donosenja_strategije za prelazak sa analognog na_digitalncaej@it@dio i
televizijskog_programa_u_republici_srhiji.587.htmead 26.4.2010
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As described in the needs assessment in chapter 1, the Serbian media market is strained by the economic crisis.
With a relatively low GNP per capita the actual public and private investments in the digitalization will be
significant. The Ministry foTelecommunications and Information Society has with IREX analyzed the costs. It has
not, however, during the mission been possible to gain access to the final results.

For the Serbian national broadcasters and for the RBA the introduction of digitektéal broadcasting in itself

does not change much. Technically, it would in theory be possible to introduce numerous new television channels,
but economically it would hardly be feasible and politically it would still be desirable to ensure a much bette
sustainability and programme quality in the media.

The need for tightened procedures for frequency allocations and clear demands to the content must be made
explicit to ensure that programmes will be of public interest and stimulate the public delvatghér words the
important choices and demands to RBA under the current analogue system will remain after digitalization.
However, digitalization changes the situation for the consumer who will need to have new television sets prepared
for new digital stadards or have STB (set top boxes) for their television set converting the received digital signals
into analogue sound and pictures.

The Ministry of Telecommunications has decided to use the most modern sy 2, which provides better

quality and functions than the older DB system. Hower, the top sets for the new system are also significantly

more expensive. Support from the state to consumers might help securing a smooth transition. The costs of
establishing the new broadcasting system are sigaift, as are altso the expenses for the broadcasters who must

change to digital transmissionlAA f 2 G LINRP2SOG A& adFNIAy3a GKA& &SENI FAYI )
budget of 10,5 million will include DVER2 broadcasting equipment and iitstional support to the Ministry of
Telecommunication and Information Society and the working group for the digitalization.

Basically, transmission towers that were bombed in 1999 or are old and outdated will have to be rebuilt, and new
transmission eqyiment and antennaes have to be installed for the multiplexes. The present approximately 16 UHF
transmitters covering the entire country must be converted to digital broadcasting. Depending on the exact
technical calculations and the politically desiredmber of transmitters, each of them could function as a
broadcasting region in television terms. Besidedramsmitting the national signals they can transmit regional
programming in one or two or three of the bands in a multiplex.

It may even be techoally possible to establish a number of local television broadcasters, but the relative expense
for digital multiplexes and encoding systems at the local level is likely to be prohibitive. We do however not have
economic calculations to clarify this igsuThe Council oEurope underlined ithe appendix to the Council of
MinistersRecommendations Rec(2003)9 on Measures to Promote the Democratoeiatl Contribution of Digital
Broadcastingthe importance of ensuring that neprofit and regional/local broadcasters are given particular
attention through adequate technical legal and economic conditions. As such, it supports the recommendations in
chapter 2.1 for the Serbian government to allow different local content providers in the same region to establish
associations sharing a band and a quality based programme schedule in a regional multiplex.

Compared to many other countries Serbia is prgélé with a high number of national frequencies for terrestrial
broadcasting. Technically, each analogue fHdfuency will provide space for a multiplex that can carrg 2
frequencies dependent on the desired quality of the signal and the type of multiphstead of the current 8
national analogue frequencies it would theoretically be possible to have 32 national broadcasters in the same
guality as those broadcasting today. The challenge for broadcasters is to produce enough programmes of the same
or higher quality than today for more than one channel.


http://www.ebu.ch/CMSimages/en/leg_ref_coe_r2003_9_digital_broadcasting_280503_tcm6-5032.pdf
http://www.ebu.ch/CMSimages/en/leg_ref_coe_r2003_9_digital_broadcasting_280503_tcm6-5032.pdf

When video recorders were introduced on the market the consumers were expected to record the programmes

they wanted to see and watch them when they pleased. However, the traditional linear or flow chaonétaued

to attract the same audience despite the video recorders. This experience is almost repeated in countries that have
digitalized their television market. The decrease in viewing of traditional channels has been very limited, but

general viewing the has increased due to increased consumption of niche channels and pay television that will

become a dominant source of income with the possibility for more programme channels.

As discussed in chapter 2.2 and 2.6, it is difficult to imagine that the enamkSerbia can accommodate more
national broadcasters than RTS and a couple of commercial broadcasters as suggested in chapter 2.2. What is likely,
however, is that RTS would spread its programming from the present two channels to maybe 4, 5 or 6 digital
channels in the future. Likewise a commercial broadcaster would be likely to expand its programming to more
channels.

2.5.4 STAKEHOLDER BACKGRDUN

The Ministry of Telecommunications and Information Society expects that 3 or most probably 2 multiplexes will
introduced. One would be for national channels with the possibility for regional inserts and one would carry local
broadcasters. According to the Republic Telecommunications Agency (RATEL), the working group has not yet
decided on what solution to choes There are no plans for radio broadcasting. RATEL is convinced that Serbia will
not make a decision in the near future, and the radios can continue with analogue broadcasting, distribution via
cable or internet distribution. The position of televisiorohdcasters with valid licenses for analogue broadcasting

after April 2012 is also unclear.

The transmission systems have been transferred from RTS to a separate public company. However, before 2012 the
company has to complete significant tasks. Sevenakts have to be rebuilt after the 1998 mbings, new digital
equipment has to be procured, installed and tested before the digital switch can take place. According to the EU
Delegation to Serbia the needs assessment for the switch over has just beendifisithe purposes of launching

the tender procedure. The position of television broadcasters with valid licenses for analogue broadcast after April
2012 remains unclear. RATEL expresses concern about a timely implementatiorStrtiegy and Action Phafor

the Transition from Analogue to Digital Broadcast of TV Programwigte the Ministry of Culture is confident that

the strategy will be implemented in an efficient and coordinated effort.

If a national media strategy demands amendments to the Beaating and Telecommunications Laws in areas such

as broadcast structures, allocation of frequencies etc. the amendments must be in place in order to pass the
legislation and implement the final decisions in the digitalization process. As an example fthitiote of
anticipated regional broadcasting regions is directly interrelated with the number and placement of transmission
towers. The organizational structure of regional broadcasters as recommended in this study will undoubtedly
demand legislative chayes, and this process must take place before digitalization. These steps are however
realistic to achieve well ahead of the date for the digital switch.

The situation on the TV cable market



In the future also cables will continue to be used for distribtof TV signals. The cable TV network is fairly
developed in major cities. In Belgrade for example approx. 70% households are cabled, but in small cities and in the
countryside the penetration decreases. According to firaft Electronic Communications&egy, page 23, there

were 79 registered cable operators in Serbia in 2008, the majority of which distribute analogue. According to
information from providers of TV service and from RATEL, only new cable providers such as SBB distribute digital
signals ulike in many other countries. The only exceptions are long distance fiber connections; for carriage on
these connections, signals are converted into digital andomverted into analogue. The content providers pay the
cable operators for access to a givarea with programmes. Thus, cable operators in most cases charge the
broadcasters for broadcasting and retransmission and charge fees from their subscribers @seend

{SNDOAIIQa tINBSadG OlFoftS 2LISNI {2 NJ { ubscribér t6 Aidaldghe and\NiBitalR 6 | Y R0
TV broadcasting as well as broadband internet (SBB made its video service digital last year). In addition, it operates

a unigue regional TV satellite platform TV TOTAL covering 6 countries in the region. SBB offets-lolineet

(DTH) satellite television services, analogue programme cable and digital (D3) cable programme offer. The program
spectrum has been amended recently by a package of HD channels available to digital subscribers to the D3 service.
Monthly payment fo the most extensive package of digital D3 services including HD channels is 2.450 Dinars
(approx. 24 EUR), starting from O for the very basic packet. SBB is offering servicesutersnthouseholds),

companies (corporate networks) and to broadcasteisefised by RBA and authorized by RATEL) as well on
advanced technological level, featuring filgptics and FTTH.

2.5.5 DENMARKGERMANYAUSTRIA

The three selected Member States Germany, Austria and Denmark have switched from analogue to digital
television in2003, 2007 and 2009 respectively.

In all three countries the public service broadcasters have been given priority with a number of national channels
for immediate use and additional channels reserved for future needs of the public broadcasters. Theirrgmai
multiplexes¢ in Denmark e.g. foug have been tendered to a Gate Keeper, following the principles of a beauty
contest. The Gate Keeper is responsible for selling on commercial conditions the technical facilities of the
multiplexes to content provider as well as to the consumers that typically receive the television through digital
cable networks. The Gate Keeper is obliged to reserve parts of the digital network for various telecommunication
services and has been chosen because of the diversity aalitygof the content and services it offered in the
tender. In all three countries the demands to the Gate Keeper has included demands for either regional
programmes or programmes serving the public interest.

The three EtkMembers all protect the positiof the public service broadcaster after the transition to digital
ONFyavYyArAaarzyoe ¢KS ylFrdAz2ylf LldzofAO0 aASNIBAOS oNRBIFROIadGSNI I
status that ensures that every cable network must let the defined pus#iwice channels take up space in the
YySG2N] ® ¢KS aYdzad OF NNE¢ aidl Gdza Aad RSAONAOGSR Ay RSO AT
For Serbia it is anticipated in chapter 2.2 and 2.3 that RBA in the future will establish stricter conditions for the
programme content to thosenedia outlets applying for space in the terrestrial digital broadcasting system. This

will automatically reduce the number of channels and is expected to raise the quality and amount of programmes

of public interest.



In Germany, the reistributon of K S WRAIAGFf RAGARSYRQ Aa o0SAy3 AYLX SYSyi
MHz spectrum to mobile operators. The start of the auction was (unsuccessfully) challenged by cable operators on
technical grounds, alleging major interference problems. Turatian process is still ongoing.

All EU Member States have a legal obligation to implementAtéio Visual Media Services DirectiSee also

Annex 5.2). The directive aims to create a stronger European Audiovisual market based on European cooperation
At the same time the directive emphasizes a cultural approach to digitalizéfiodiovisual media services are as
much cultural services as they are economic services. Their growing importance for societies, demdaracy
particular by ensuring freedorf information, diversity of opinion anghedia pluralisnt education and culture
justifies the application of specific rules to these servites.

The EU further stresses that disabled and elder persons have the right to access audiovisual $éigiceeans

that sign language, subtitling, auditescription and easy menu navigation must be included in the audiovisual
services. For example8Bhours every day are set aside on the regional multiplex for television broadcasting of
programmes in sign teguage to hearinglisabled viewers.

Many EU countries emphasise media Iite?gcynelping consumers to use media effectively and safely,
understanding the nature of content and making use of all the services offered. Media literacy includes skills in
using the internet efficiently and the possibilities offered on the net, as well as in protecting minors from harmful
content. This is already integrated into curricula with an extensive use of computers linked to the i{tanein

a number of civil soctg initiatives¢ see e.g. The European Charter for Media Lite?gcy.

In addition to theAVMS Directivevhich promotes media literacy in the digital environment, the EU Commission
has issuedRecommendatior2009/625/ECon 20 August 2009 on media literacy in the digital environnfenta

more competitive audiovisual and content industry and an inclusive knowledge society. The Recommeamidation

to increase media literacy in the digital environment in order to achieve a more competitive knowledge economy
while contributing towards a more inclusive information society.

According to the recommendation, EU Member States
e Are invited to develp and implement ceregulatory initiatives to adopt codes of conduct relating to the
European media;

e Are encouraged to promote and finance research, studies and projects covering the different aspects and
dimensions of media literary in the digital enviroan;

e are also encouraged to organize debates in conferences and public events with concerning the inclusion of
media literary in the education curriculum and in key competences for lifelong learning;

% DIRECTIVE 2010/13/EU OF THE EUROPEAN FARLENMD OF THE COuUNCtled the AVMS Directive
% AVMS Directive, point 5 in preamble
% AVMS Directive, point 47

¥ Recommendation (2006)12f the Committee of Ministers to Member States on empowering children in the new information and
communications environment. The recommendation underlines the desirability of pursuing astaktholder approach with collaboration
between government, pviate sector and civil society.

% The European Charter for Media Literaoyebsite, http://www.euromedialiteracy.eu/index.phpead 26.4.2010



http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32009H0625:EN:NOT
http://www.euromedialiteracy.eu/index.php

e Should also implement national campaigns to raise tbblipc awareness of cultural heritage, as well as
raise the awareness of the risks involved in processing personal data through information and
communication networks.

Moreover, the Media Industry is invited to suggest tools to improve the level of miéghiarly, such as:
e Information tools related to digital content and search engines;

e Awarenesgaising campaigns about techniques used for commercial communication purposes (product
placement and online advertising);

e Information packs for young people ohe processing of personal data;

e Information seminars on the creative economy and copyright.
Convergence of broadcast and online media

Not only digital terrestrial broadcasting or satellite distribution are relevant in the future media landsghpady

Y26 5SYYIFIN]lZ DSNXIyYye |yR !dzZAGNAF RAAGNAROdziS aSOSNIt NI
alone transmits its four main radio channels including windows from 11 regional radios plus 22 niche channels with

news or specialized mugicogrammes on the Internet. On top of that the two national television programmes are

streamed live in Denmark and programmes can be viewed abroad after having been broadcast in Denmark. Similar
services are provided via the Internet in Germany, Austih@lsewhere.

In the three EU Member States the market for online media is rapidly increasing. Daily hewspapers have in recent
years published their news on their website, so that instead of one deadline for news every day the print media
now constantly lve to update their news. Online print media as well as radio and television are forced to compete
on not only the most important news but also on the latest. This has obviously negative consequences for the
quality of each story.

Despite these types adrawbacks the increased distribution of broadband in Serbia will give cheap access to the
Internet and endless possibilities for radio and television stations on all levels to provide programmes for the entire
world.



2.6 MEDIA CONTENT PROMM] DISTRIBUDNC IPRIGHTE USER LITERACY

Unlike the more institutional and technical issues addressed in the previous chapters, this chapter will address
a number of principal issues relating to content, distribution and the use of media on different ptform

2.6.1 EUAcQuis

Audiovisual media services directive (avms directj86

¢CKS FdzZRA2@A&adzrf YSRAI aSNWAOSE RANBOGAGS NB3IdzA F1Sa 0O2)
media. TheAVMS Directivelistinguishes rigorously between linear and Horear services. The main criterion for
the distinction is which entity decides upon the content and the time of its transmission:

a) The entity is the service provider firear services
b) The entity is the user =ron-linear services

The AVMS Directive does not govern-loe, noncommercial, audiovisual content, nor audiovisual content
transmitted for sharing purposes such as You Tube. For example, IPTV services should be considered linear or non
linear, depending on whether they aneteractive (on demand) or not.

For a more technical description of thd/MSDirective please see Annex 5.2.

TheAVMSDirectiveexpresses a number of principles:

The main objective of the Directive is to level the ground for linear TV servicesxéentlehe principle of the
country of origin to noHinear services, thus adhering to the principles of freedom of transmission and reception.
Providers are in principle subject to the jurisdiction of their home country. Consequently, content which may be
legally transmitted in its country of origin cannot be banned in another EU country. However, under precise
conditions established in the directive EU countries can restrict the retransmission of certain harrafieinamd
audiovisual content e.g. neeNad propaganda; that might not be banned in its country of origin.

Another principle pursued by the AVMS Directive is that of technologically neutral regulation. In principle, services
are available regardless of the platform and of the technological meased to transmit them (with some
exceptions for Tgbroadcasts). Thus, the legislative approach is resistant to technological development and change.

% Refer to Annex 5.2



Nonlinear services are not subject to licensing. The AVMS Directive seeks to aveiéguation andregulation

of services that differ from TWroadcasts (ho#inear transmission according to the light touch approach to
regulation). However, the rules on advertising and protecting children are stricter for television broadcasts than for
non-linear serices.

Reference is also made to the Beifer Internet Prograffl

Media literacy

The Europeanemphasis onmedia literacy in the digital environmelitmakesspecific educational projects and
issuessuch agiracy and understanding intellectual propertyhtga priority.

Please see the extensive documentation on media literacy by the CoE and the EU in Annexes 5.2 and 5.3.

ECommerce directive

The Electronic Commerce Directive 2001/31/8€ady regulates aspects regarding commercial online service
offers, but mainly restricts itself to aspects such as those concerning jurisdiction and aspects relating to provider
responsibility. The AVMS Directivaipulates, however, that it supersedes theCBmmerce Directive where their
provisions are conflicting.

According toArticle 31 of the Universal Services Diregtidd Member States may impose reasonable "must carry"
obligations, for the transmission of specified radio and television broadcast channels and services. These
obligations may be imposed on enéifi and electronic communications networks under member state jurisdiction

if a significant number of endza SNBA NBOSAGS NI RA2 FyR GStS@GAaA2y OoNRI ROI
rules have significant economic consequences for cable opef}étam;h obligations shall only be imposed where

they are essential to meet clearly defined public interest objectives such as pluralism and diversity and shall be
GNFyaLlk NSByidd 9! aSYOSNI {iGFGS&a YIre RSGSNNYAYS. WhedtIJNE LINR |
remuneration is provided for, Member States shall ensure that it is applied in a proportionate and transparent
YIEYyYySNW dadzai OF NNBEE 206f A3l dAz2ya SEAAG Ay Y2aiG 9! aSvYo!

Council Directive 93/83/EEC of 27 September 1993 on the Coordinatamtain Rules Concerning Copyright and
Rights Related to Copyright Applicable to Satellite Broadcasting and Cable Retransgugsios the application
of copyrightand related rights tosatellite and cable televisionin the European UnionThe main effect of the
Directive is to stipulate that cable retransmission must be on the basismifactual not statutory, licenses with

“° (http://ec.europa.eu/information_soiety/activities/sip/index_en.htm)
“' Refer to Annex 5.2

2 Refer tohttp://ec.europa.eu/information_society/policy/ecomm/doc/current/broadsting/working_doc_must_carry.pdf



http://en.wikipedia.org/wiki/Copyright
http://en.wikipedia.org/wiki/Satellite_television
http://en.wikipedia.org/wiki/Cable_television
http://en.wikipedia.org/wiki/European_Union
http://en.wikipedia.org/wiki/Contract
http://en.wikipedia.org/w/index.php?title=Statutory_licence&action=edit&redlink=1
http://ec.europa.eu/information_society/policy/ecomm/doc/current/broadcasting/working_doc_must_carry.pdf

copyright holders, although existing statutory license schemes were permitted to remaince datil the end of

1997 (Art8). Licenses may only be granted or refused dmjlecting societiedArt. 9(1)], thus making the
establishment of suclsocieties compulsory. A collecting society may be deemed to be mandated to manage the
cable retransmission rights of a copyright holder if no agreement is expressed9(@Ait. Broadcasting
organizations are free to exercise their right to license orhfisit cable retransmission of their own broadcasts
(Art. 10). The Directive also provides for mediation in disputes between cable operators and collecting societies
(Art. 11) and for measures to preveabuse of monopoly power@rt. 12).

As under the recent amendments to tf8erbian Copyright Aftom 2009, there are procedures which ensure that
a fair level of royalties is primarily negotiated, however, failing that, there mrediation mechanisms and
ultimately decision mechanisms in place to ensure that goal.

Supporting public awareness in IP rights protection must be done not only by legislative measures but also via
awareness campaigns, education of judges and prosecuagrswell as proper training of collective right
management societies.

To achieve benefits of proper Community legislation implementation are also relevant judgments of the Court of
Justice consideration (which judgment is relevant depends of issue tBckle

2.6.2 COESTANDARDS

The most important instrument promoted by the Council of Europe is the European Convention on Transfrontier
Television (ECTT), adopted in 1989 (entered into force in 1993) and amended in 2002. This document is currently
being revisedn order to adapt it to the new realities of the media industry.

The Convention applies to all transfrontier programmes regardless of the technical means of transmission (satellite,
cable, terrestrial transmitters, etc.).

Its main provisions cover:
o freedom of expression, reception, and retransmission;
e right to reply, including the transfrontier character of this right and other comparable recourse;
e prohibition of pornography, violence, incitement to racial hatred, etc. ;
e youth protection;

e the screening oEuropean works during most of the broadcasting time if applicable;


http://en.wikipedia.org/wiki/Copyright_collecting_society
http://en.wikipedia.org/wiki/Competition_law

e the screening of cinema films (normally not until 2 years after its release but 1 year in the case of-films co
produced with the broadcaster);

e advertising standards (e.g. prohibition ¢ime advertising of tobacco, medicines and prescription medical,
in addition to restrictions on the advertising of certain products such as alcoholic beverages);

e advertising time (normally less than 15% of daily transmission time and less than 20%ookeamyur
period);

e advertising breaks programme sponsorship rules.

TheDeclaration of the Committee of Ministers on freedom of communication on the intelatgdrates on the
principle of limited liability of service providers for Internet content. This principle entails that Member states
should ensure that service providers are not held liable for content on the Internet when they merely transmit
information or provide access to the Internet. However, such limitations should not affect the possibility of
issuing injunctions where service providers are required to terminate or prevent, if possible, an infringement of
the law.

Policies regarding thprotection of minorsare addressed in CoE recommendations such as:

e Recommendation 18822009). The promotion of Internet and online media services appropriate for
minors;

e Declaration on Protecting the Dignity, Security and Privacy of Children on the Intxtopted on 20
February 2008;

e Recommendation CM/Rec(2009)y the Committee of Ministers to Member States on measures to
protect children against harmful content amehaviouand to promote their active participation in the new
information and communications &ironment, adopted on 8 July 2009.

The study teamfinds that most of the issues addressed under CoE instruments are extensively covered by
legislation at the EU level as addressed above and provides signifjoatelinesfor { SN A Qa gl & (241 1
accesion.



2.6.3 BcONOMIC BACKGROUND

2.6.3.1 PIRACY

150-200 radio and TV stations are said to be pirating in Serbia with an unclear market share. Their activities cause
substantial loss and damages to the media market:

e Unauthorized rebroadcasting of content implies los§revenue to copyright holders;
o Distribution of advertisementdamages the market for TV and radio advertisements;
e Transmission interferes with other licensed broadcasters who the consumers paid license fees to watch.

In August 2008, the Republican Teleoounication Agency and the Republican Broadcasting Agency called on
radio station owners who had not been granted a broadcast license to cease activities by 1 September 2008 after
the completion of public tenders pursuant to Article 119 of fBmadcastingLaw. Based upon this public call,
RATEL undertook an intensive detection of radio stations operating without the | license in order to take
appropriate measures against these stations. By the end of 2008, over 150 broadcasting stations working without
the license were identified through controls and detection of illegal broadcasting. Based upon the obtained results
and pursuant to legal provisions regulating telecommunications and general administrative procedures, decrees
were adopted prohibiting, withoutlelay and indefinitely the operation of radio stations, due to unlawful usage of
radio frequencies. Also, RATEL informed the Broadcasting Agency in order to coordinate measures against the
owners of the stations operating without the license. Accordingléta from the metropolitan area of Belgrade

over 60% of stations without the license ceased operation by 1 September 2008 or immediately after. However, a
number of radio station owners kept working without the license in the hope of additional tendersdmnal and

local areas.

2.6.3.2 COPYRIGHT COLLECTING SOCIETIES

Users appear reluctant to pay copyright royaltiise interviews conducted@nply thatthis seemspartially dueto a
non-transparentroyalty structure. Another reason iack of informationabout why copyrights should be paid and
honored



In addition to he traditional copyright collection societySOKOJSerbian Music Authors' Organizatjéhnew
collecting societiehave been established

e OFPg Organisation of Producers of Phonogramscrfb%4 (the biggest phonogram producer in Serbia is
RTS)

e PIc Organization for Collective Management of Interpreters' Ritjhts

Independent audiovisual producers and broadcasters are not organized in an individual collecting society yet and
thus do not cokict/receive money?

Small broadcasters have problems negotiating and reporting to collecting societies. During interviews stakeholders
repeatedly complained that the level of copyright royalties was set in arbitrarily and was sometimes distributed
equallyarbitrarily to customers and users.

Amendments to the existing copyright act adopted by the end of 2009 which address the regulation and level of
royalties have not yet had any practical effects.

3 Sokoj protects rights of composers, songwriters, arrangers and other right holders in respect of musical works of abglesjreSerbian
Music Authors' Organization was founded in 1950. It is the oldest andranghtly the only organization for collective protection of music
copyright and related rights. It represents, on the basis of their authorizations, over 9.000 domestic authors and cbplgaght and more
than 2.000.000 foreign authors, on the basid 61 bilateral agreements concluded with foreign copyright societies.

Sokoj is presently organized as a very model of contemporary European society for collective management of copyriglerf@oksjits

activity on the basis of Copyright and Relateghis Act as revised and adopted in December 2009 (Official Gazette of RS no. 104/2009) and
appropriate authorization obtained, in accordance with the law, from Intellectual Property Office. Asprafitrorganization, performs two

basic groups of actites:

- issuing licenses for public performing and broadcasting protected music works;

- collects adequate remuneration from users of those works; distributes and effects payment of collected remuneration, te anthother
copyright holders both in t country and abroad.

“www.ofps.org.rs

“ Organization for Collective Administration of Performing Rights, abbreviated Organization PI, under Copyright Law afidSedtiiectve

management license performs the following: 1.collection and distributiopesformer's remuneration for broadcasting and communication to

the public of performances from the published phonograms; 2.collection and distribution of performer's remuneration fog rmeddiable to

the public of performances, by wired or wireless mea 3.collection and distribution of performer's remuneration for rental of the
performance; 4.collection and distribution of performer's remuneration for private copying; and 5. to provide protectimneiign holders of
performers and ensure protectich ¥ { SNB ALY LISNF2NYSNBEQ FOoNBFIR o6& O2yOfdzRAy3a oAt GSNI ¢

Founders of Organization Pl are societies/unions of performers that represent majority of perfartigtg in Serbia (including but not limited
to singers, classical instrumental players, musicians, dancews)v.pravainterpretatora.org

“® AGICOA has been representing international independent producer rights in Serbia in cooperation with SOKQOslarsormgoy This
cooperation is not running nowadaydollowing the actual information by the AGICOA board.

AGICOA is an international, Afmir-profit organization established twenty five years ago to track and distribute royalties on retransmission of
the products of independent producers. It represents clients worldwide and operates under the terms of audiovisual copyragtaledished

by the Berne Convention and the provisions of the Cable and Satellite Directive. Since 2000, they have colledstdbateticover half a
billion euros of royalty payments on a portfolio of more than 700.000 audiovisual products (www.agicoa.org).



Distribution channels

The revenues for separathstribution channels (2008) are shown in the RATEL réport

Allocation of Revenues by Services in 2008 Source: RATEL |
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The impact on the consumer spending as follows:

1]l High lisage Basket Source: RATEL
2007 2008

High usage basket sverage bil % gfs:r :::hly Aversge bill % o; :l'l :rl;ﬂ Wly
Fixed 928.88 2.69% 725.00 1.88%
Mobile (postpaid) 1,257.15 3.65% 1,333.12 3.4E%

TV (national TV subscription) 350.00 1.02% 387.00 1.00%
ADSL 1,309.89 3.80% 1,178.00 3.08%
CATV 563.04 163% 39261 1.02%
Total 4 403.96 12 79% 401573 10.40%.
Average net salary (in December) 34 47100 38,626.00

2.6.3.3 ECONOMICAL IMPACT MBSFCARRY REGULATIONSNENNWORK OPERATORS

Following the historical development of alternative distribution channelsléssical terrestrial broadcasting, must
carry rules have been introduced to safeguard natural diversity of programme offers in any particular location.
Must-carry obligations can impose a cost burden on network operators which operate in a commercial
environment. At the same time, mustarry may be appropriate in the absence of alternative delivery mechanisms,
including situations where subscribers are lockedo a given platforif. It should be noted that, next to must

" An Overview of Telekom Market in the Republic of Serbia in 2008, RATEL, www.ratel.rs

BeKAE AYLIOG A& ff GKS Y2NB AYLENIFYyGd aAy0S O02YLISGAGRZY NI RYX 2 LI MIRA Od
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internet access providers and more traditional telecommunications compa(siestce: EU working paper on must carry
http://ec.europa.eu/information_society/policy/ecomm/doc/current/broadcasting/working_doc_must_carry.pdfrjeeed on April 24 2010)



carry obligations, other rules mayponstrain the operation of cable networks in order to ensure an affordable cost
for the consumer, such as price controls.

In any event, cable operators will face increased capacity problems in the short term, because of the need to carry
both analogue andligital channels during the changeover from analogue to digital; must carry rules, if not well
managed can amplify such probleﬁ’?s.

The impact on distributors, from economical point of view comprises:
Direct cost

e Higher investment cost

0 This sizing afespective technologies has to be expanded due to the increase of number of channels
e Increase of cost for operation

o Cost of operation is higher because of increased number of channels
e Increase of cost for maintenance

o Cost of maintenance is higher becaugénereased number of channels.

The increase of cost follows to the numbers of channels obligatory distributed by the cable TV provider in the
network.

Indirect cost/lost on profit

e Copyrights clearing for mustarry programmes

e Decrease of incom@enerated by rdransmitting channels paying for being transmitted in the bundled
package offer of the cable TV network

e 5SONBIF&asS 2F alGGNYOGAQGSySaaeg 2F GKS odzyRft SR LJ O1F3S
following decrease in the numbef subscribers, thus profit forgone.

There are several ways to calculate the cost of ruasty obligations, ranging from an average pricing rule to an
efficient component pricing rule. In the former case, the cost of ruasty obligations will depend otthe cost of

each element of the network used to fulfill the obligations. In the latter case, the cost will depend on the cost of
each of the network element plus the profit forgone as the network has to be used for thegaust obligations
instead of preiding other electronic communications services.

However, distribution network providers face due to an continuous increase of programmes covered byamyst

regulations (as many of public service broadcasters on national and local levels expand ther pbimitlets they

2FFSND | NBFt 0dz2NRSY ¢KSy [-cary$pmdrdmings indtheiR Bdgmahnie Sifer i4J2 NI A 2
exceeded’.

“In the longefterm, capacity constraints may become less of a problem with digitalization, as is already the case with satellite bmgadcasti
However, certain technologies, such as digital terrestrial broadcasting, wilsnape capacity constraints in the foreseeable future.

*|n some Member States, 50 % or more of the capacity available on cable television networks is dedicatedcarmesannels. In certain
countries, compensation can be asked from broadcasters or scsiders. (source: EU working paper on must carry

http://ec.europa.eufinformation_society/policy/ecomm/doc/current/broadcasting/working_doc_must_carry.pdf , retrieved on 28t2010)



2.6.4 STAKEHOLDHBACKGROUND

2.6.4.1 LEGAL

Content and accountability

Content related issues (protection of minors, advertisietg,) for broadcasting and other media are addressed in
the laws on Advertising and on Public Informatid@ontent provision by generally defined linear and Hiaear
media services are not addressed by specific legislation, but are partly covered byldens". Accountability
issues for broadcasters are addressed in Breadcasting Lawor Broadcasters (Article 75Accountability for
internet services providers is addressed in ttaav on ECommerce?

Cable operators require an operator license unttex provisions of the current telecommunications act. It is likely
that this requirement will be replaced with a simple notification requirement following the adoption of a new
Electronic Communications Aeghich is expected to be based upon the 2003 D2 EU regulatory framework in
the field of electronic communications.

Serbian broadcasting legislation does not specifically address cable (other than stating that a broadcasting license is
needed for broadcasting over the cablelessalreadyhavinga license for terrestrial broadcasting). The RBA is in

the process ofpreparing procedural rules on cable network¥/etthere is doubt as to whether the RBA is
empowered to adopt such rules.

Copyright pertaining to media stakeholders

As already mentionedthe copyright act was amended by the end of 2009. In particutgulations concerning
royalties for national and international retransmission were adopted. Provisi@re introducedaimingto ensure
that collecting societies chargan appropriatelevel of copyright royalties from broadcasters and cable operators.
Thecopyrightlevel is determined on the basis of negotiatiofisthis fails a mediation procedurevill take place.
Ultimately the payment scheme and the level of royaltieay be determinedby the Intellectual Property Office.
The proceduremust align withspecified international standardslowever, here seems to be no specific reference
to non-linear services under Serbian Broadcasting Laws or to issues specifiedAviM&Directivein the amended
act on copyright

1 please refer to Annex 5.2 for further reference.

*2 Broadcastingsi defined in the Broadcasting law as a general term for radio and television mass pnediging analogue or digital
transmission of text, speech, soura,moving image in the form of program content via radio waves of cable distribution systems toaaelequ
reception devices and intended for the general public.



2.6.4.2 DISTRIBUTION CHANNELS

The media environment in Serkgad the generalsocietyare experiencing substantial changes as a resuiadal
technological innovationslowever; providerg ¥ &G Of I aaA Ol f ¢ & UstllayYa$ngjor fote in AR I NI Y'Y
Serbianandscape.

This may be the result of the multitude of analogue and cable broadcasters present in Serbia. With an increasing
broadband internet penetration, the audience may change to usimge distribution channelmstead.

IPTV was launched in Serbia in December 2008 by Telekom Srbija (Serbian Telecommunications). Currently there
are a total of 59 channels offered, 47 of which are in the main package and 12 optional.

2.6.4.3 STAKEHOLDER BEHAVIQUBHANNEL CONVERGENCE

Ashort history of TV broadcaster ARTliMustrates thedevelopment oftil K § & Gistylbilit®rycdpyrightsend-

dza SNE OANDES Ay { SNDAI @&stheirst private TV in Serbf Adclsiodg ok sukuSRartshayid ™M b ¢ H
science. It is financely advertisements as well as productions fbdrp&rties andwasonce the fifth largest station

in Belgrade. Following the implementation of the n@roadcasting Ac¢tthe economical situation of the station
deteriorated. ART TV had to pay a 160.000 eurdréguency license fee for the territory of Belgrade outaof
budget of ca 600.008uro per year. Unscrambled international cable TV programtreassliated toSerbian and an
unclear copyright situation created economic problems for the statilhen ART TVailed to receivegovernment
supportit hadto give up its 3 frequencies in 2009 and transmit via cable. Cable transmission is less costyy and
station is not requested tgay license fees. ART TV pays IP rights but disagrees with the revenue split system
which linksthe payment for rightdo the generated revenue. Thus, ART TV has decidexivitth to terrestrial

digital broadcasting to survive.

*Broadcasting regionally in the capital City of Belgrade and its surrounding.



2.6.5 GERMANYAUSTRIADENMARK

2.6.5.1 CONTENT ANBCCOUNTABILITY

Germany

Germany addresses definitions of broadcasting and media services, content and accountability issues for media
services in two different sets of law.

¢KS . NRIROIF&AGAY3 fFoa 27F (KSEin DSiNddtale agiderientdy Broadcasfingl y R S NI ¢
0SG6SSy (GKS [ NYRSNI 60St2¢g NBFSNNBR G2 Fta . NRIFIROLFaGAy
information or communications services which are not broadcasting. Telemedia services includes a gadefran

economic activities addressing the general publicaRd Yl Yy R ASNIBAOS& FyR WRA &G NA 0 dzi A 2
not considered broadcasting such as video text. Content related requirements and public order requirements are
addressed in th@roadcasting Lawseflecting the requirements in thAVMS Directivé. More particularly, product

placement is prohibited in principle, but exceptions exist in relation to cinema movies, serials, and sports. In
addition to that, theBroadcasting Lawstipulate that providers of Telemedia services must comply with general

legislation and recognized journalistic standards.

The Broadcasting Laws also define broadcasting as an information and communication service disseminating
images with or without sound acaing to an established program plan. Thus, the definition includes, for example
teleshopping programs. Further, the definition is technologically neutral, i.e. broadcasting is defined independently
of the technological platform (terrestrial, cable, satellilP). Consequently, where linear services fall within the
scope of this definition, they are considered as broadcasting and are subject to licensing requiréraedts
regulatory oversight in accordance with broadcasting rules.

Telemedia services ardésa addressed in Bederal Law on Telemedia Servidd®e split betweemroadcasting Laws

and theFederal Lavis primarily the result of a division of legislative competencies between the Federal State and
0KS W[ Ny RS NI dFedetal NBvDA TEerhedlig Servideglate té fRedoms of transmission and reception,
consumer protection, data protection, or online contracting. Most notably, where Telemedia Service Providers
offer additional electronic communications services such -asaé and internetaccess, certain liability privileges
apply which are designed in accordance with BREommerce Directive

% Refer to Annex 5.2 regarding the requirements for linear,-foear services and for broadcasting.

(o]
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months following the determination of the regulatory authority that the particular service amounts to broadcasting. Thiatesléegal
uncertainties for the provider.



Austria

In Austria, all general requirements for all media are addressed iividdia Lawwhich also extends to edemand
media services and onlingervices. Thus, all general content and accountability requirements cover online media.
However, ordemand online media enjoy certain liability privileges so as to avoid overregulation of personal
integrity rights: providers are only liable if they acteeglectfully.

2.6.5.2 MUSTCARRY

Cable

General

Cable Regulation aims to ensure diversity, fairness, and equal access to distribution. It should also enhance a stable
environment for future investments. At the technical level, it provides for frequeagulation and other technical
regulation (avoidance of interference, spectrum allocation for new channels). Spectrum requires allocation, at least
for new channels. It is, however, being considered to liberalize the use of cable frequency if limiterference

radiation are not exceeded and security relevant radio services are not affected.

l'ff LINRPINIYYS LINPGARSNE 6KAOK SyGSNI I WFSSRAYy3I Ay | INB.
written) cable retransmission with the nationakgulatory agency. Thisnotification does not mean that

programmes falling under the jurisdiction of another member state have to be registered in Germany to be
distributed. The principle of single registration and jurisdiction of the audiovisual medigcegrapplies to all

irrespectively of the means of distribution (satellite, cable, internet). The feeding in agreement addresses explicitly
remuneration to the cable operator and copyright issues.

The operator of an analogue cable network must assign dhannels so as to ensure full coverage with public
broadcasting programs in their coverage area. If the capacity to transmit programs is insufficient, the regulatory
agency decides which programs are to be prioritized on 17 channels according ticspéeifia. There are a total

of 36 channels.

S5A3AGEE OFoftS ySig2N)l a FNB &dzoa2S00 (2 GKS F2ft26Ay3a &Y
e Cable operators "mustarry” public broadcasting programs and their packages.

e One third of the capacity must be assigned in accordamite diversity criteria for providers and
programmes including nelinear media services.

e The cable operator can assign the remaining capacity as he sees fit in accordance with the law.
The regulatory authority must be informed in advance about thelfimiént of must carry obligations.

Access to cable must be open and rdiscriminatory (including at the technology level).



Denmark

In Denmark, owners of cable systems are obliged to transmit the programme of the public service broadcasters,
including regdnal programs within their coverage area and local channels. If a cable system has more than eight
channels, one channel must also be available for local television programs within the coverage area. These rules
must also be respected within program packaglistributed via cable. The Ministry lays down rules concerning
cable networks which may include provisions for consumer influence on program selection. The regulatory agency
oversees compliance with these rules and may impose related obligations awtiers of cable networks.

Austria

In Austria, cable network operators are obliged tetr@nsmit public service television programs. This obligation
extends also to the carriage of local programs. The media regulatory authority can oblige the cablerojpera
retransmit programmes from private television station in order to resolve a conflict concerning cable access.

Some EU Member States have adopted additional regulation in addition to the AVMS Directive. For example,
G YdAIKNNE ¢ 20 f toBxedIRTY gperatbrd i dfurderous EU countries, such as the Fspeeking part

of Belgium, France, Sweden, and the UK (although in practice, the parties have negotiated commercial
arrangements).

Legal Systems Comparison

Serbia has addressed issues relating to broadcasting iBitb@dcasting Acand in a number of other laws. In the
context of this chapter, the laws on Advertising and on Public information are of particular relevance. It appears to
the study team the ratinale behind this split approach is that each of these laws deals comprehensively with one
subject across all relevant industry sectors (e.g. lthev on Advertisingpplies to all industry sectors), but also
contain specific issues by industry sector asassary. By contrast, other countries take different approaches,
addressing all specific issues relating to one sector in a sector specifiCdgyright legislationvas upgraded by

the end of 2009 so as to introduce mechanisms for negotiating and ukimastablishing an appropriate level of
license fees which can be requested by collective rights management bodies. It is too early to assess whether the
implementation of these provisions is successful.

In Serbia media literacy is generally an evol¥ielgl and does currently not seem to be encouraged directly by the
Law.

2.7 PUBLIC SUPPORBROADCASTERRINT AND NEWS AGHENC



2.7.1 COESTANDARDS

There is a set of relevant Committee of Ministers Recommendations, Resolutions and Declarations adopged in th
media field regarding public media support most of them focusing on funding for public service media:

Recommendation Rec(200%Bthe Committee of Ministers to Member States on the remit of public service media
in the information society, adopted on 3knuary 2007,

Recommendation CM/Rec(2007)abthe Committee of Ministers to Member States on measures to promote the
public service value of the Internet, adopted on 7 November 2007,

Declaration of the Committee of Ministens the guarantee of the indesndence of public service broadcasting in
the Member States, adopted on 27 September 2006,

Recommendation No. R (96) d@ the guarantee of the independence of public service broadcasting and its
Explanatory Memorandum.

List of Recommendations and Resaus adopted by the Parliamentary Assembly of the Council of Europe in the
media field:

Recommendation 1878 (2009)he funding of public service broadcasting,

Recommendation 1773 (2008)he 2003 guidelines on the use of minority languages in the broaduvedia and
the Council of Europe standards: the need to enhancemeration and synergy with the OSCE,

Recommendation 1641 (200d) public service broadcasting.

2.7.2 EUAcQuIs

To the extent that public broadcasters benefit from fees or from direct statelifug, theProtocol on the System of

Public Broadcasting in the Member Statekiresses the EU Commission's task is to verify whether or not Member
States respect the Treaty provisions, especially the Stateudéd in this area. In it€ommunication Commission on

the Application of State Aid Ris to Public Service Broadcastirgm 2001, the EU Commission outlines its policy in

this area. It adopted sevised Communicatioon 2 July 2009The new Communication has sharpened the focus on
accountability and effective control at national level by including a transparent evaluation of the overall impact of
publiclyfunded new media services. The main changes include: ex ante review dtaigmnifew services launched

by public service broadcasters, balancing the market impact of such new services with their public value being a key
feature; clarifications concerning the inclusion of pay services within the public service remit; more effectiv
control of overcompensation and enhanced supervision of the public service mission at the national level.

While in the EU Commission takes the firm view that the financing of public broadcasters through license fees
constitutes a form of state aid, thejisprudence of the European Courts is less clear on this matter; this question
has not yet finally been resolved, as the jurisprudence of the European Courts point into different directions
without explicitly addressing the question.

2.7.3 BCONOMIC BACKGROUND


http://eur-lex.europa.eu/en/treaties/dat/11997D/htm/11997D.html#0109010012
http://eur-lex.europa.eu/en/treaties/dat/11997D/htm/11997D.html#0109010012
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52001XC1115(01):EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52001XC1115(01):EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52009XC1027(01):EN:NOT

The media study has focused on the organizational and economic needs and best European practices with a focus
on the media outlets and the regulation of media. This chapter will however look at public support to media and
media institutions to discuss valt principles are followed in Serbia compared to best EU practices, what is needed

to sustain the desired media structure and what should be changed. However, the media study does not look into
the economic structures surrounding the audio visual industrgerbia and EU as producers of content.

The public media support in Serbia has different modalities:

o Politically agreed level of license fees to RTS and to RTV

e Municipal budget allocations to municipal media (e.g. TV Nic, Studio B in the City afiBe&jc.)

e Support to media broadcasting in minority languages

e Grants allocations and funding through the Ministry of Culture

e State ownership and direct funding of the news agency TANJUG, as well as partial funding of some print media.

2.6.3.1PUBLIC RECHNG LICENSE FEBRITSAND TORTV

(SUBSCRIPTIONS PER TI-@ERBIAI\BROADCASTII\IG\W)

Public service television and radio broadcasting is financed by public receiving license fees according to the
provisions inArticle 81 of the Broadcasting Adtheamount to be paid by every household owning radio and TV is
monthly 500 Dinars. This sum is adjusted to the retail price growth index (explicitly stated in the law). The
obligation to pay is defined as 1 household having 1 electricity meter and at |@a&bl radio receiving sét.

The collection of fees from households is carried out by 5 acting branches of the electricity distribution companies
corresponding to the statistical regional structure of Serbia. To cover the cost for the collection thosengesnpa
keep a part of the collected amount.

The collection of fees from enterprises obliged to pay license fees according to the law is done by RTS whose
database holds information for this purpose.

The income generated from the collection of license feesxjdicitly indicated in the annual reports of RTS and
RTV.

%6 The introduced fee of 1.000 Dinar for car radio or TV set in a car (following the registration of the car) has not biegpidutignted yet.



2.6.3.2MUNICIPAL MEDIA PUBISUPPORT

Municipal media are listed explicitly in the municipal budget. The allocations are approved by the municipal
government on the basis of a programming scleeand a business and marketing plan. This funding can be
supplemented by grants allocations or subsidies from the Ministry of Culture.

2.6.3.33UPPORT TO MEDIA BRTGASTING IN MINORITANGUAGES

National Minority Councils have the right to establish their own médiaaccordance with Article 19 of the law on
National Councils of National Minorities. According to the Information Department of the Government of Vojvodina
Province politicians are mebers and strongly influencing the activities of the National Councils. The National
Councils of National Minorities in Vojvodina receive money for media support from the budget of the Government
of Vojvodina at a level, which according to the Informatidaepartment only makes the minority media survive
without being in competition with other print media in Serbia.

Media established and operating outside of the Vojvodina Province are supported directly by the Ministry of
Culture which is described laterinore detail.

2.6.3.4GRANTS ALLOCATIONDANBSIDIES BY TMENISTRY OBULTURE
Means originating directly from the state budget, allocated from the Ministry of Culture chapter, are distributed to
all types of media according to the standard rules fatestudgetary spending.

The plan of grants allocations and subsidies is worked out by the ministerial experts and officials, adopted by the
minister, and finally approved by the government.

2.6.3.5STATE PRESS AGEN&NJUG

TANJUG represents a complex ldean on its own. It has a long term debt from the past, which is gradually paid
back by the top management and ministerial funding. Small privately owned news agencies consider TANJUG a
monopoly market dominator, abusing state subsidies to achieve anrysdaition in the market.

2.6.3.6DUAL SYSTEM

The model of licenses fee combined with commercial reverweslled dual financing, is common for public
service broadcasters in Europe, but highly controversial among commercial broadcasters and disteissely iat
