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ANNEX I. Details of all bodies met on the on-site i8sion - Ministries, other government
authorities or bodies, private sector representatigs and others
Bosnia and Herzegovina

Central Bank of Bosnia and Herzegovina

Court of Bosnia and Herzegovina

Indirect Tax Administration of Bosnia and Herzegavi

Insurance Agency of Bosnia and Herzegovina

Koloseum Casino

Ministry of Justice of Bosnia and Herzegovina

Ministry of Security of Bosnia and Herzegovina

Office for Auditing Institutions in Bosnia and Hexgovina

Post Office

Prosecutors Office of Bosnia and Herzegovina

Security Intelligence Agency of Bosnia and Herzegav

State Investigation and Protection Agency (SIPA)

Tenfore

Working Group of Institutions of Bosnia and Herzeiga for the Prevention of Money Laundering
and Financing of Terrorist Activities

Federation of Boshia and Herzegovina

Association of Banks and Compliance Officers

Association of Brokerage Houses

Banking Agency of the Federation of Bosnia and Egaxina

Cantonal Court of the Federation of Bosnia and elgozina

Chamber of Lawyers of the Federation of Boshialarzegovina
Chamber of Notaries of the Federation of Bosniatldedegovina
Indirect Tax Administration of the Federation ofdBdia and Herzegovina
Insurance Agency of the Federation of Bosnia anaégmvina

Ministry of Finance of the Federation of Bosnia &tetzegovina

Ministry of Justice of the Federation of Bosnia &ietzegovina

Ministry of the Interior of the Federation of Boardand Herzegovina
Office for Auditing Institutions in the Federatiof Bosnia and Herzegovina
Privatisation Agency the Federation of Bosnia aedzdgovina
Prosecutors Office of the Federation of Bosnialdadzegovina

Sarajevo Stock Exchange

Securities Commission of the Federation of Bosnalderzegovina
Securities Registry of the Federation of Bosnialdadzegovina

Tax Administration of the Federation of Bosnia &f&tzegovina
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Federation Union of Accountants & Auditors
Republic Srpska

Association of Brokers of Republic of Srpska

Banja Luka Stock Exchange

Banking Agency of Republic of Srpska

Central Registry of Securities of Republic of Sgosk
Chamber of Lawyers of Republic of Srpska

Chamber of Notaries of Republic of Srpska
Insurance Agency of Republic of Srpska

Investment Development Bank of Republic of Srpska
Ministry of Finance of Republic of Srpska

Ministry of Interior of Republic of Srpska

Ministry of Justice of Republic of Srpska

Office for Public Sector Auditing of Republic of&aka
Prosecutors Office of Republic of Srpska

Securities Commission of Republic of Srpska

Tax Administration of Republic of Srpska

Union of Accountants and Auditors of Republic op&ka
Br¢ko District

Basic Court of Btko District

Breko District Finance Directorate

Brcko District Police

Judicial Commission of Bko District

Privatisation Directorate of Bko District

Prosecutor’s Office of Bko District

Securities Commission of Bo District

Tax Administration of Btko District

International Organisations

European Union Police Mission

International Criminal Investigative Training Adsisce Program (ICITAP)
International Prosecutors from the Court of Bogmd Herzegovina

Office of the High Representative



ANNEX II. Designated categories of offences

based the FATF Methodology

Bosnia &

Herzegovina

Designated categories of offences
based on the FATF Methodology

Offence in domestic legislation

Participation in an organised criminal group 4
racketeering

r@riminal offence of Associating for the Purpose
Perpetrating Criminal Offences, Article 249 a
Organised Crime, Article 250 of CC-BiH

of
nd

Terrorism, including terrorist financing

Criminal offence of Terrorism, Article 201 and reld

Activities, Article 202 of CC-BiH.

offences in Articles 197-198, Funding of Terrorist

Trafficking in  human
smuggling
Sexual exploitation, including sexual exploitati

of children

beings and migra

nCriminal offences of Establishment of Slavery g
Transport of Slaves Article 185, Trafficking
oRersons Article 186, International Procuring
Prostitution Article 187 and Smuggling of Persg
Article 189 of CC-BiH

ind
n

in
ns

Illicit trafficking in narcotic drugs and psychopiz
substances

Criminal offence of lllicit Trafficking in Narcotig
Drugs, Article 195 of CC-BiH

Illicit arms trafficking

Criminal offence of lllicit Trafficking in Arms anc

193 and Forbidden Arms and Other Means of Com
Article 193a of CC-BiH

Military Equipment and Products of Dual Use, Aiic

)

bat,

Illicit trafficking in stolen and other goods

Criminal offence of lllicit Trade, Article 212 of G
BiH

Corruption and bribery

Criminal offence of Accepting Gifts and Other For
of Benefits, Article 217, Giving Gifts and Oth
Forms of Benefits Article 218, lllegal Intercedit
Article 219, Abuse of Office or Official Authorit
Article 220 of CC-BiH

ns
er

9

Fraud

Only punishable pursuant to the Criminal Codes
both Entities and Biko District (see below)

of

Counterfeiting currency

Criminal offence of Counterfeiting of Money Artic
205 of CC-BiH

Counterfeiting and piracy of products

Criminal offence of Breaches of Copyrights Arti
242, Impermissible Use of Copyrights Article 24
lllegal Use of the Sound Recording Producers’ Rig
Article 244 of CC-BiH

le
13,
jht

Environmental crime

Only punishable pursuant to the Criminal Codes
both Entities and Biko District (see below)

of

Murder, grievous bodily injury

Only punishable pursuant to the Criminal Codes
both Entities and Biko District (see below)

of

Kidnapping, illegal restraint and hostage-taking

Criminal offence of Unlawful Deprivation of Freedo
Article 147, Kidnapping of a Representative of
Highest Institutions of Bosnia and Herzegov
Article 168, Taking of Hostages, Article 19
Endangering Internationally Protected Persons krf
192 of CC-BiH

m
he
na

ic

Robbery or theft

Only punishable pursuant to the Criminal Codes
both Entities and Biko District (see below)

of

4,

Smuggling

Criminal offence of Smuggling of Goods Article 21




Organising a Group or Association for Smuggling
Distribution of Goods on Which Duties were not P
Article 215 of CC-BiH

Extortion Only punishable pursuant to the Criminal Codes
both Entities and Biko District (see below)

Forgery Counterfeiting of Securities Article 206, Forging
Official Document Article 226 of CC-BiH

Piracy Criminal offence of Piracy Article 196 of CC-BiH

Insider trading and market manipulation

Criminalised at the level of the entities and¢i&r
District.

Federation of Bosnia & Herzegovina

Designated categories of offences
based on the FATF Methodology

Offence in domestic legislation

Participation in an organised criminal group 4
racketeering

r@riminal offence of Association for the Purpose
Perpetrating Criminal Offences Article 34
Participating in a Group of People which Perpe§:
Criminal Offence 341, Organised Criminal Gro
Article 342 of CC-FBIH

Terrorism, including terrorist financing

Criminal offence of Terrorism Article 201, Fundin§
Terrorist Activities Article 202 of CC-FBiH

Trafficking in  human
smuggling
Sexual exploitation, including sexual exploitati

of children

beings and migra

nTrafficking in human beings etc. is only punishg
pursuant to the state-level Criminal Code (CC-B
o(see above)

A range of offences under Chapter XIX of CC-FB

Morality, Articles 203-213) including Sexual
Intercourse with a Child Article 207 or Abuse of
Child or Juvenile for Pornography Article 211

or
aid

of

of
0 1
hte

up

ble
H)

iH

(Criminal Offences Against Sexual Freedom and

a

Illicit trafficking in narcotic drugs and psychopiz
substances

Criminal offence of Unauthorised Production andeS
of Narcotic Drugs Article 238, Possessing
Enabling Enjoyment of Narcotic Drugs Article 239
CC-FBiH

e

[e

al
ind
of

Illicit arms trafficking

Criminal offence of Production Procurement
Weapons and Instruments for the Perpetration
Criminal Offences Article 343, lllicit Possessioff

CC-FBiH (covers sale and purchase as well)

Weapons and Explosive Substances Article 371

of
of

of

Illicit trafficking in stolen and other goods

Criminal offence of Concealing Article 300, al
lllicit Trade Article 267 (and the same as regaydkl
coins and gold in Article 266) of CC-FBiH

(o]

(74

Corruption and bribery

Criminal offence of Accepting Gifts and Other For
of Benefits Article 380, Giving Gifts and Other s
of Benefits Article 381, lllegal Interceding Arte
382, Abuse of Office or Official Authority Articl883
etc. of CC-FBiH

ns

Fraud

Criminal offence of Fraud Article 294 and oth
offences like Fraud in Economic Operations Arti
251, Computer Fraud Article 395 etc. of CC-FBiH

er
cle

Counterfeiting currency

Only punishable pursuant to the state-level Crirhi

na

Code (CC-BiH) (see above)




Counterfeiting and piracy of products

Criminal offence of Breach of Inventor's Righ
Article 262, Unauthorised Use of Another's Mod
and Pattern Article 263 of CC-FBiH

ts
el

Environmental crime

A range of offences under Chapter XXVI of CC-FB
(Criminal Offences against Environment, Agricultt
and Natural Resources, Articles 303-322)

iH
ire

Murder, grievous bodily injury

Criminal offence of Murder Article 166 (and oth
offences against life up to Article 16%ggravated
Bodily Injury Article 172 of CC-FBIiH

er

Kidnapping, illegal restraint and hostage-taking

Criminal offence of Unlawful Deprivation of Freedo
Article 179, Kidnapping Article 180, Taking ¢
Hostages Article 200 of CC-FBIiH

m

=

Robbery or theft

Criminal offence of Theft Article 286, Aggravate
Theft Article 287, Robbery Article 288, Aggravat
Robbery Article 289 of CC-FBiH

2d
ed

Smuggling

Only punishable pursuant to the state-level Crirhi
Code (CC-BiH) (see above)

na

Extortion

Criminal offence of Extortion Article 295 an
Blackmail Article 296 of CC-FBiH

d

Forgery

Criminal offence of Counterfeiting of Securiti
Article 256, Counterfeiting Credit Cards and Ot
Non-Cash Payment Cards Article 257 (and sim
offences up to Article 261) Forgery of Documeé
Article 373-374, Forging of Official Document Artéc
389, Computer Forgery Article 394 of CC-FBiH

S
ner
ilar
2Nt

Piracy

Only punishable pursuant to the state-level Crirhi
Code (CC-BiH) (see above)

Insider trading and market manipulation

Offence of Privileged information Article 259 Lavn ¢
the Securities Market of the Federation of Bosmid
Herzegovina Articles 225 and 230 also apply.

Offence of Manipulation on the market Article 2
Law on the Securities Market of the Federation
Bosnia and Herzegovina Articles 232 to 234 &

apply.

of
\lso

Republi

c of Srpska

Designated categories of offences
based on the FATF Methodology

Offence in domestic legislation

Participation in an organised criminal group 4

racketeering

ardriminal offence of Organised Criminal Group Aréd
383, Organised Crime Article 383a, Participatingai
Group Committing Criminal Offence Article 386
CC-RS

= =

Df

Terrorism, including terrorist financing

Criminal offence of Terrorism Article 299, Funding
Terrorist Activities Article 301 of CC-RS

Trafficking in  human
smuggling
Sexual exploitation, including sexual exploitati

of children

beings

and migra

nTrafficking in Human Beings for the Purpose
Prostitution Article 198 of CC-R%further offences
orelated to trafficking in human beings etc.
punishable pursuant to the state-level Criminal €
(CC-BiH) (see above)

A range of offences under Chapter XIX of CC-
(Criminal Offences Against Sexual Integrity, Argsl

[e

of

\re
hd

)

193-201)including Sexual Abuse of a Child Articl




195 or Abusing Children and Juveniles f
Pornographic Purposes Article 199

Illicit trafficking in narcotic drugs and psychopic
substances

Criminal offence of Unauthorised Sale and Produnc
of Narcotics Article 224, Enabling Another to Enj
Narcotics Article 225 of CC-RS

Illicit arms trafficking

Criminal offence of Manufacturing and Procuri
Weapons and Instruments Designed for Commis
of Criminal Offences Article 398, lllicit Possessiof
Weapons or Explosive Substances Article 399 of
RS (covers sale and purchase as well)

Illicit trafficking in stolen and other goods

Criminal offence of Concealment Article 246, a
Illicit Commerce Article 281 of CC-RS

Dr

tio
9

ng
sion

CC-

SO

Corruption and bribery

Criminal offence of Unlawful Accepting of Gifts ¢
Presents Article 267, Unlawful Giving of Presents
Gifts Article 268, Accepting Bribe Article 351, Gig
Bribe Article 352, Unlawful Mediation Article 353f ¢
CC-RS

=

Fraud

Criminal offence of Fraud Article 239 and oth
offences like Insurance Fraud Article 240, Fraud
Creditors Article 258 etc. of CC-RS

er
on

Counterfeiting currency

Only punishable pursuant to the state-level Crirhi
Code (CC-BiH) (see above)

Counterfeiting and piracy of products

Criminal offence of Unauthorised Use of Anothe
Trade-Name, Prototype or Model Article 2
Unauthorised Use of Another’s Invention Article 2
of CC-RS

Ir's
72
73

Environmental crime

A range of offences under Chapter XXXIII of CC-R
(Criminal Offences against Environment, Articl
415-437)

Murder, grievous bodily injury

Criminal offence of Murder Article 148 (and oth
offences against life up to Article 152) Grievo
Bodily Harm Article 156 of CC-RS

Kidnapping, illegal restraint and hostage-taking

Criminal offence of Abduction Article 165, Unlawf
Deprivation of Liberty Article 166, Taking Hostag
Article 300 of CC-RS

S

Robbery or theft

Criminal offence of Theft Article 231, Aggravaté
Theft Article 232, Robbery Article 233, Aggravat
Robbery Article 234 of CC-RS

2d
ed

Smuggling

Only punishable pursuant to the state-level Crirhi
Code (CC-BiH) (see above)

na

Extortion

Criminal offence of Extortion Article 242 an
Blackmail Article 243 of CC-RS

d

Forgery

Criminal offence of Counterfeiting of Securiti
Article 275, Counterfeiting of Credit Cards and &t
Non-cash Payment Cards Article 276 (and sim
offences up to Article 279) Forging Docume
Article 377 (and others like Forging or Destroyiag
Official Document Article 379) of CC-RS

RS
R
ilar
nts

Piracy

Only punishable pursuant to the state-level Crirhi
Code (CC-BiH) (see above)

Insider trading and market manipulation

Offence of Unauthorised usage and divulgence
privileged information Article 291 Law on Securgi

of

11

of the Republic Srpska.




Offence of Manipulation of prices and spreading
false information Article 292 Law on Securitiestbé
Republic Srpska.

Bréko

District

Designated categories of offences
based on the FATF Methodology

Offence in domestic legislation

Participation in an organised criminal group 4
racketeering

r@driminal offence of Association to Commit a Crimiin
Offence Article 334, Participation in a Criminaldbip
Article 335, Criminal Association (“Criming
Enterprise” in other version) Article 336 of CC-BD

Terrorism, including terrorist financing

Criminal offence of Terrorism Article 198, Funding
Terrorist Activities Article 199 of CC-BD

Trafficking in  human
smuggling
Sexual exploitation, including sexual exploitati

of children

beings and migra

pursuant to the state-level Criminal Code (CC-B
o(see above)

A range of offences under Chapter XIX of CC-H
(Criminal Offences Against Sexual Integrity a
Moral, Articles 200-210) including Sexual Intercee
with a Child Article 204 or Abuse of a Child or
Minor for Pornographic Purposes Article 208

Illicit trafficking in narcotic drugs and psychopic
substances

~

Criminal offence of Unauthorised Production 3
Distribution of Narcotics Article 232, Enabling th

Consummation of Narcotics Article 233 of CC-BD

Illicit arms trafficking

Criminal offence of Manufacturing and Purchase
Weapons and Instruments for Crime Article 3
Unlawful Possession of Weapons or Explos
Substances Article 365 CC-BD (covers sale
purchase as well)

Illicit trafficking in stolen and other goods

Criminal offence of Concealment Article 294, a
lllicit Trade Article 261 (and the same as regaydkl
coins and gold in Article 260) of CC-BD

Corruption and bribery

Criminal offence of Accepting Gifts and Oth
Benefits Article 374, Giving Gifts and Other Bertgfi
Article 375, Unlawful Intermediation Article 376
Abuse of Office or Official Authority Article 377te.
of CC-BD

Fraud

Criminal offence of Fraud Article 288 and oth
offences like Fraud in Economic Transactions Agt
245, Computer Fraud Article 389 etc. of CC-BD

Counterfeiting currency

Only punishable pursuant to the state-level Crirhi
Code (CC-BiH) (see above)

Counterfeiting and piracy of products

Criminal offence of Violation of Other’s Patent Rig
Article 256, Unauthorised Use of Other Perso
Model or Pattern Article 257 of CC-BD

Environmental crime

A range of offences under Chapter XXVI of CC-H
(Criminal Offences against Environment Agricultu
and Natural Resources, Articles 297-316)

Murder, grievous bodily injury

Criminal offence of Murder Article 163 (and oth
offences against life up to Article 166) Grievo
Bodily Harm Article 169 of CC-BD

Kidnapping, illegal restraint and hostage-taking

Criminal offence of Unlawful Deprivation of Freedo
Article 176, Abduction Article 177, Taking ¢
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H)

3D
nd

a

nd

e

of

37,

ve

and

SO

er

er
cl

m

—



Hostages Article 197 of CC-BD

Robbery or theft

Criminal offence of Larceny Article 280, Grand

Larceny Article 281, Robbery Article 282, Armg
Robbery Article 283 of CC-BD

2d

Smuggling

Only punishable pursuant to the state-level Crirhi
Code (CC-BiH) (see above)

na

Extortion

Criminal offence of Extortion Article 289 an
Blackmail Article 290 of CC-BD

d

Forgery

Criminal offence of Counterfeiting of Securiti
Article 250, Counterfeiting Credit Cards and Ot
Non-Cash Cards Article 251 (and similar offences
to Article 255) Counterfeiting of Documents Articl
367-368, Counterfeiting of Official Documents Atég
383, Electronic Forgery Article 388 of CC-BD

eS

ner
up

e

Piracy

Only punishable pursuant to the state-level Crirhi
Code (CC-BiH) (see above)

Insider trading and market manipulation

Criminal offence of insider dealing in Article 79the
Law on Securities of Bko District, Article 75 alsg
applies.

Prohibition of market manipulation in Article 76
the Law on Securities of Bko District but no

criminal sanctions under the law
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ANNEX Ill. LAW ON THE PREVENTION OF MONEY LAUNDERIN G AND
FINANCING OF TERRORIST ACTIVITIES

| - GENERAL PROVISIONS

Article 1

(Subject of the Law)
This Law shall determine measures and respongiilfor detecting, preventing and investigating
money laundering and financing of terrorist actdgtby State Investigation of Protection Agency -
Financial-Intelligence Department of (hereinafteEID), persons under obligation, other
governmental bodies and legal persons with publibaisations and it shall also prescribe measures
and responsibilities of FID for international coogtéon for the prevention of money laundering and
the financing of terrorist activities.

Article 2
(Definition of Money Laundering and Financing of Terorist Activities)
For the purpose of this Law the terms shaliehthe following meaning:

1. “Money laundering” means:

a. The conversion or transfer of property, whenhspcoperty is derived from

criminal activity, for the purpose of concealingdisguising the illicit origin of the

property or of assisting any person who is involiedsuch activity to evade the
legal consequences of his or her action;

b. The concealment or disguise of the true natsoeyrce location, disposition,
movement, rights with respect to, or ownership perty, when such property is
derived from criminal activity or from an act ofrfiaipation in such activity;

c. The acquisition, possession or use of propestivedd from criminal activity or

from an act of participation in such activity;

d. Participation in, association to commit, attesnjot commit and aiding, abetting,
facilitating and counselling the commission of afighe actions mentioned above. .
e. Money laundering also covers the activities @enied on the territory of other
state that resulted in acquiring property subje¢atindering.

2. “Financing of terrorist activities” means:

a. Securing or collecting funds, in any manner, diyeor indirectly, with intention
or knowledge that it shall be utilised, completely partially, for performing of
terrorist acts by individual terrorists and/or teist organizations.

b. Financing of terrorist activities also means emaging and assistance in securing
and gathering of property, regardless whether d¢nerist act was committed and
whether the property was utilised for performingorist act.

3. “Terrorist act” includes one of the followingliberate actions which, given its nature
or its context, may cause serious damage to a statgternational organisation, with
aim of serious frightening or residents or forcgayernmental bodies of the government
of u Bosnia and Herzegovina, governments of otheuntty or international
organization, to perform or not to perform someghijor with the goal of serious
destabilisation or destroying primary politicahtsitory, economic or social structures of
Bosnia and Herzegovina, other country or intermati@rganisations:

a. Attack on life of person which may cause its death

b. Attack on physical integrity of person;

c.lllegal closure, maintaining closed or taking owver limiting freedom of
movement of other person otherwise, with aim toddim/her or somebody else
to perform not to perform or to bear (kidnapping}aking of hostages;

d.Inflicting great damage to facilities of Bosnia aHérzegovina, government of
other state or public institutions, transport egst an infrastructural buildings,

12



including information system, fixed platform |ted on the continental zone,
public place or private property, for which it isopable that it shall jeopardize
human life or cause significant economic damage;

e.Aircraft hijacking, boat jacking or hijacking of l@r means of public
transportation or means for the goods transportatio

f. Production, possession, acquisition, transportplsyptilisation or training for
the use of weapons, explosives, nuclear, biologibamical weapons or
radioactive material, as well as research and dpwent of biological-chemical
weapons or radioactive material,

g.Releasing dangerous substances, or causing finglosten or floods with
consequence of jeopardizing human lives;

h.Disruption or blocking water supply, power supplyamy other primary natural
resources with a consequence of jeopardizing huives

i. Threatening to commit some act referred to in iggrto h) of this paragraph.

4. ‘“Terrorist” is a person who independently ortwather persons:

a.directly or indirectly, with intention, performs tries to perform a terrorist act;

b. encourages or assists in performing a terrorist ac

c.with intention, or knowledge on intention of theogp of persons to perform a
terrorist act, contributes, or is contributing &rformance of a terrorist act.

5. “Terrorist organization” is an organized grafipersons which:

a.Intentionally, directly or indirectly, performs ties to perform a terrorist act;

b.Encourages or assists in performing of a terradstor an attempt to perform a
terrorist act;

c.With intention, or knowledge about the intention tbie group of persons to
perform a terrorist act, contributes, or is conttibg to performance of a terrorist
act.

Article 3
(Definition of other terms)
Definitions of other terms for the purpose of thid.aw are:

1. “Transaction” is any type of receiving, keepirexchange, transfer, disposal or other
handling with money or property by the person uratgigation.

2. “Suspicious transaction” is any transaction foricha person under obligation or
competent body evaluates that, in relation witmgeation, there are grounds for
suspicion of committing a criminal act of money ridering or financing of terrorist
activities or that transaction includes assets kwhiesult from illegal activities.
Suspicious transactions also include transactidrishwdepart from normal models of the
clients' activities, as well as each complex andsually large transaction that has no
evident economic, business or legal purpose.

3. *“Cash transaction” is any transaction where pleeson under obligation physically

receives or gives cash to the client.

“Connected transactions” are two or more tramsastoriginating from or destined to an

account or a legal or natural person in which tim@wants the transactions are below the

amount for conducting the identification or repogtiaccording to provisions of this Law,
but which together exceed the amount referred tArtitle 6 of this Law, and can be
considered to be related to each other due toithe $pan in which they have been
made, the recipient or the originator of the tratisas, the method of the transactions,
the reason for which the transactions have beerenmdother factors due to which the
transactions can be considered connected.

5. “Property” means assets of any kind, whether ri@teor immaterial, movable or
immovable and includes the legal documents or unstnts in any form, including
electronic or digital, evidencing title to, or inést in such property.

»
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6. Reference to value in “"KM” means also the egl@navalue in any foreign currency
according to the official exchange rate in uséhattime of the transaction.

7. “Cash” means coins or banknotes which are iru@aton as the legal means of payment
in Bosnia and Herzegovina, as well as any othearma of payment (travellers' checks,
personal checks, bank checks, money orders, or fuitas of payment in such form that
title thereto passes upon delivery).

8. “Predicate criminal act” is a criminal act withhich the property which is the subject of
a criminal act of money laundering was acquired.

9. “Risk of money laundering and financing of tersbactivities” is the risk that the client
shall use financial system or activity of the paramder obligation for committing
criminal acts of money laundering, i.e. that sorbesiness relationship, transaction,
service or product shall be used directly or inttisefor the above-mentioned criminal
acts.

10. “Business Relationship” is every business or ottggeed relationship established by the
person under obligation or concluded with the ¢lemd it is connected with performing
of activity of the person under obligation.

11. “Correspondent Relationship” is the relationshipaen the local credit institution and
foreign credit institution, i.e. other institutiavhich is established by opening account of
foreign credit institution in the local credit iitstion.

12. The “Shell Bank” is a foreign credit institution another institution engaged in the same
activity, which is registered in the country in whiit does not perform its activity, and
which is not related to any financial group whistrsubject to s monitoring for detecting
and preventing of money laundering or terrorisnatficing.

13. Person offering entrepreneur services (trust) &\elegal or natural person which as its
business activity for third persons performs soia® following services:

a.Establishes o legal person;

b.Performs function of the Chairman or Managementr8oa@ember, or partner, and
that thereby it is not actual performance of busininction, that is, that person
does not undertake a business risk in relatidihecacapital stake in legal person
in which it is formally a member or partner;

c.Secures to legal person a registered seat, os rentbusiness mailing or
administrative address and other services relatég t

d.Performs function or enables to other person téopa function of Manager of
the institution, fund or another similar foreigng& person which receives,
manages or shares property assets for particulgpope, where definition
excludes companies for managing investment ansigefunds;

e.Uses or enables to other person utilisation ofraghares for exercising the voting
right, except in case of a company whose finariogttuments are traded on the
market or other regulated public market, for whithaccordance with the EU
regulations or international standards, requestifdormation publication are
valid.

14. The client's “beneficial owner” is:

a. The client's beneficial owner and/or natural persowhich name the transaction or

activity is performed.

b. Beneficial owner of the company, that is, otlegral person is:
= natural person, who directly or indirectly ownsledst 20% of the business
share, stocks, voting right, or other rights, ornalitgrounds he/she participates in
management of the legal person or the funds thereoparticipates in the capital
of legal person with 20% or more share, or it hasidant position in managing
property m of a legal person;
= natural person, who indirectly secures or is saguassets to the company,
and who on those grounds has the right to sigmifigafluence on decision -
making of bodies managing the company, when makigjsions on financing
and business activities.
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c. beneficial owner of a foreign legal person, wtezeives, manages, or assigns
property for particular purposes is:
. natural person, who is director indirect benefigiof more than 20% of
property that is the subject of management, unclardition that future
beneficiaries are determined;
= natural person or group of persons in which eger foreign legal person
was established or operates, under conditionstett person or group of person
can be determined;
. natural person who directly or indirectly managathout limitation with
more than 20% of property with foreign legal person
15. Non-profit organizations are associations, indtng, services, and religious
communities, founded in accordance with the Lavg amo mostly engage in activity
which does not make profit.
16. “Factoring” is sale of accounts receivable withngthout recourse.
17. “Forfeiting” is export financing based on purchask long-term undue receivables,
secured by financial instruments with discount aod-recourse.
18. “Foreign legal person” is the legal person who $tase affiliation of the country in
which area he/she is seated.

Article 4
(Persons under Obligation of implementing measures)

1. Measures for detecting and preventing money laungleand financing of terrorist
activities shall be carried out according to thaam,. when conducted by persons under
obligation as listed below:

a. Banks

b. Post offices

c. Investment and mutual pension companies and riegardf the legal form;

d.Authorised intermediaries trading in money markstriuments, foreign exchange,
exchange, interest rate and index instruments,sfeeable securities and
commodity futures trading;

e.Insurance companies, brokerage companies in insgyansurance representation
companies and insurance representatives havingdicdmese for performing life
insurance operations;

f. Casinos, gambling houses and other organizers mkgaf chance and special
lottery games, particularly betting games, gameshaince on machines, internet
games and other telecommunication means;

g. Currency exchange offices;

h. Pawnbroker offices;

i. Public notaries, lawyers, accountants, auditors beghl or natural persons
performing accounting and services of tax advising;

j- Privatisation agencies;

k. Real estate agencies;

I. Legal and natural persons performing the followaiatjvities:

= Receiving and/or distributing money or property fbumanitarian,
charitable, religious, educational or social pugsps

= Transfer of money or value,

= Factoring,

» Forfeiting,

» Safekeeping, investing, administering, managing adwvising in the
management of property of third persons;

m. Issuing, managing and performing operations withitdend credit cards and

other means of payment,

n. Financial leasing;

0. lIssuing financial guarantees and other warraraiel commitments;
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p. Lending, crediting, offering and brokering in thegotiation of loans;

g. Underwriting, placement and brokering in insurapoécies;

r. Organizing and executing auctions;

s. Trade in precious metals and stones and produadie fitom these materials;
t. Trading with works of art, boats, vehicles andraifts;

u. Persons referred to in Article 3, item 13 of thésw.

Il -TASKS AND DUTIES OF PERSONS UNDER OBLIGATION

Article 5
(Risk Assessment)

1. Person under obligation is obliged to make a risteasment which shall determine the
risk level of group of clients or individual clienbusiness relationship, transaction or
product with possibility of misuse for the purpostmoney laundering or terrorism
financing.

2. The assessment referred to in paragraph 1 of thisléshall be prepared in accordance
with guidelines on risk assessment, established=Illy and competent supervisory
bodies, in accordance with sub-legal acts whigiernine closer criteria for creation of
guidelines (type of person under obligation, scapeé type of operations, type of clients,
i.e. products, etc.) as well as the type of tramsias for which, due to non-existence of
risk of money laundering and terrorism financiitgs necessary to perform a simplified
identification of the client within the meaningtbis Law.

Article 6
(Customer Due Diligence CDD)

1. A person under obligation is obliged to undertakeustomer due diligence of a client

when:
a.Establishing a business relationship with a client;
b.Performing transaction in the amount of 30,000 KMnoore, regardless of
whether the transaction was made in one operatiom ceveral obviously related
transactions;
c.Existence of doubt in the validity and adequacpraviously received information
about the client or the beneficial owner;
d.Existence of doubt of money laundering or finanaderrorist activities in terms
of transaction or client, regardless the amourntasfsaction.

2. During the Customer Due Diligence referred to iragaaph 1, item b. of this Article, is
performed based on previously established businelsgionship with person under
obligation, the person under obligation shall, witlhhe framework of customer due
diligence measures, only to check the client’s fiignthat is, the identity of persons
conducting the transaction and collect data whiehnaissing referred to in Article 7 of
this Law.

Article 7
(Elements of Customer Due Diligence)
1. Unless stipulated otherwise under this Law, messsaf customer due diligence consist
of:

a.Determining identity of the client and verificatiof its identity based on
documents, data, or information obtained from antibeand objective sources;
b.Identifying the beneficial owner;
c.Acquiring data on the purpose and intention of reatf a business relationship or
transaction, as well as other data prescribed isyLtw;
d.Regular monitoring of undertaken business actiwitiEthe client through persons
under obligation.
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2.

Article 8

The person under obligation shall define procedarédmplementation of measures of
Customer Due Diligence referred to in paragraphflthis Article as its internal
provision.

The person under obligation shall not establishuairness relationship, or perform
transaction if nit is unable able to implement nuees referred to in paragraph 1 of this
Article.

(Subsidiaries, Branch Offices and other organizatinal Units of person under obligation)

1.

Article 9

Persons under obligation are obliged to comjyleteplement provisions of this Law in
their seat, in all Branches and other organizatiamats in the country, and in all
international Branches or other organizationalaunit

Persons under obligation are obliged to impleénerhanced customer due diligence
measures over activities of international Brandes other international organizational
units, and particularly in countries which do npply internationally accepted standards
in the area of prevention of money laundering agrotism financing, or which do
perform such measures but insufficiently, as faihayg are permitted under the Laws and
regulations of foreign countries.

(Identifying and determining the identity of natural person)

1.

Person under obligation shall determine andfywehie identity of a client who is a
natural person as well as its legal representatind,the client, who is a entrepreneur or
a person engaged in other independent activityligtining data referred to in Article 7
of this Law, by scrutinizing valid identificationodument of the client in his/her
presence.

If a person under obligation is unable to cdligt prescribed data by scrutinizing valid
identification document, missing data shall be wied from other valid public
documents provided by the client, that is, eithiezadly from the client, otherwise.

Person under obligation can determine and ctieeidentity of a client, who is a natural
person, i.e. his/her legal representative, tradasnzend person engaged in other
independent activity, and otherwise, if the Ministd Security of BiH (hereinafter:
Minister) determines such activity under Book ofézu

Article 10
(Identifying and determining identity of legal person)

1.

Person under obligation shall determine andyéhne identity of a client, who is a legal
person, by obtaining data referred to in ArticlefZhis Law, by scrutinizing the original
or certified copy of documentation from the Courgistry or other public registry,
which is submitted to him/her in the name of thgaleperson by a legal representative or
authorised person on behalf of the legal person.

Documentation referred to in Article 1 of thistigle, when submitted to the person
under obligation, must be up-to-date and accuiatd, must reflect the client’s actual
situation.,

The person under obligation can determine andlclige identity of legal person by
collecting data referred to in Article 7 of thisviaby direct examination in the court
registry or other public registry. A person undbligation shall enter the date, time, and
the surname of the person who performed examinatiotine form of a note in the
statement from the registry in which the examimatwas made. A person under
obligation shall keep statement from the registeadécordance with provisions of this
Law which relate to protection and keeping of data.

A person under obligation shall acquire otheadaferred to in Article 7 of this Law,
except for data on beneficial owner, by examinihg original or certified copies of
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documents and other business documentation. B ot possible to collect all data
referred to in Article 7 of this Law from those dmeents and records, a person under
obligation shall acquire the missing data diredilgm the legal representative or
authorized person.

If, during the identification and verifying of thkegal person’s identity, a person
under obligation questions the validity of colksttdata or validity of documents and
other business documentation from which data wértaimed, he/she must request a
written statement from the legal representative amthorized person prior to
establishment of a business relationship or perdioiga of transaction.

If a client is a foreign legal person who perforadivity in Boshia and Herzegovina
through his/her business unit —Subsidiary, a petsater obligation shall establish and
verify identity of a foreign legal person and itsbSidiary.

If a foreign legal person, with exception of intational governmental organizations,
performs transactions, a person under obligatiabiigied to repeat, at least once a year,
identification by obtaining data from Article 7 olis Law and new authorizations
referred to in Articles 11 and 12 of this Law.

Article 11
(Identifying and determining the identity of a legd person’s representative)

1.

A person under obligation shall establish andifwadentity of the legal person’s
representative by obtaining of data from Articlefthis Law, and examining the official
identification document of the legal representatiire his/her presence. If it is not
possible to obtain all required data from the ddfipersonal documents, missing data
shall be obtained from other valid public documerdaposed by a client, i.e. submitted
by legal representative.

If, when identifying and verifying identity of l@gal person’s representative, a person
under obligation suspects the validity of obtairtda, he/she must request a written
statement from the legal representative.

Article 12
(Establishing and determining the identity of the égal person’s authorized person)

1.

If a business relationship on behalf of legalspa instead of the legal representative
from Article 11 of this Law is established by auiked person, a person under
obligation shall establish and verify identity aftlorized person by examining official
identification document of authorized person intes presence.

If it is not possible to obtain all prescribedarmation from the document referred to in
paragraph 1 of this Article, missing data shall di#ained from other valid public
identification document submitted by authorizedsper or directly from authorized
person. A person under obligation shall obtain deferred to in Article 11 of this Law
on legal representative who, on behalf of a legabgn, issued authorization based on
data from certified authorization.

If authorized person shall perform the transectreferred to in Article 6 of this Law on
behalf of a client who is legal person, naturakpar tradesman, or person who engaged
in other independent activity, a person under aliign shall establish and verify identity
of authorized person by obtaining the data refetodad Article 7 of this Law.

A person under obligation shall gather datarreteto in Article 10 of this Law on the
client who is legal person, and who is represebie@uthorized person, based on data
from certified authorization.

If a legal person, when establishing and venifyidentity of authorized person, suspects
the truthfulness of obtained data, he/she must esiqthe written statement from
authorized person.
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Article 13
(Establishing and determining the identity of otherlegal persons)

1.

2.

For associations, foundations and other legasqres who don’t perform economic
activities and for religious communities and asatons which don’t operate in the
capacity of a legal person but act independentljegal transactions, a person under
obligation is obliged to:

1.1 Establish and check the identity of a persatharized to represent or to be

representative:

» Obtain a representation authorization
» Collect data referred to in Article 10 of thisviLa

A person under obligation shall establish andckhthe identity of a representative
referred to in paragraph 1 of this Article by cotlag data referred to in Article 10 of
this Law, and scrutinizing official identificatiodocument of the representative, in his
presence. If it is not possible to obtain from tt,ecument required data, missing data
shall be collected from other valid public documeobmitted by a representative or
directly from a representative.
Data referred to in Article 10 of this Law onchanatural person who is a member of an
association or any other subject referred to inagreaph 1 of this Article shall be
collected by a person under obligation from auttaiion for representation which is
submitted to him by a representative. If it is possible to obtain all data referred to in
Article 10 of this Law, missing data shall be acgdidirectly from representative.
If, while establishing and checking of the idgnbf a person from paragraph 1 referred
to in this Article, a person under obligation sugpethe validity of collected data or
credibility of identification documents from whit¢he data have been obtained, prior to
establishing of business relationship or performofgtransaction, he/she must also
request written statement from a representative.

Article 14
(Specific Cases Related to Determining and Establisg of Client’s Identity)

1.

A person under obligation, who performs actiwfysafe keeping in safe deposit boxes,
must establish and check identity of a client wiestablishing a business relationship
with a client which is based on renting a safe-dépbox. Client’s identity must be
established and checked also on every access safeleposit box.

. While establishing and checking of client’s idgnbased on paragraph 1 of this Article a

person under obligation shall collect data refeteeith Article 7 of this Law.

Provisions of this Article in relation to obligan to check client's identity when his
accessing to the safe-deposit box relate to edchahgerson who actually makes access
to safe-deposit box, regardless of whether it ésdfife deposit box user according to the
Safe Deposit Box Agreement , or her/his legal regmé&ative or authorized person.
Insurance company and other legal and naturaopebrokering in the sale of life
insurance policies shall identify the client inatgbn to life insurance, for which
individual jobs or several instalments of the premiwhich should be paid in one year,
amount to 2.000 KM or more, or i the payment of siigle premium is 5, 000 KM or
more. ldentification shall also be performed whewlividual instalment or several
instalments of the premium to be paid within onaryare increased to 2, 000 KM or
more.

Insurance company and natural and legal persokeking in the sale of insurance
policies shall conduct the customer due diligentehe client in relation to pension
insurance, if insurance policy can be transfertredsed as collateral for taking loan.

Legal or natural persons who perform activitié®i@anizing or conducting auctions or
trade with works of art boats, vehicles or airgafhall conduct the identification when
carrying out a cash transaction or several condetgmsactions in amount of 30, 000
KM or more.
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7. Casinos, gaming houses and other organizersnoégaf chance and special lotteries are
obliged to establish and check a customer’s identihen conducting transactions in
amount of 5, 000 KM or more.

8. A person under obligation shall identify the @wiof the bankbook for every transaction
which is performed based on a bankbook.

Article 15

(Determining and Establishing the Identity of a Bewficial Owner)
1.In order to establish identity of beneficial owregal person, a person under obligation
will collect data by examining the originals andified documents from court register or
other public records which have to be updated awdect and it must reflect the actual
condition of a client. A person under obligatiom @btain those data by direct examination
in the court or other public register, acting irc@dance with provisions from Article 10
paragraph 3 of this Law.
2.If all necessary data about beneficial owner carmobbtained from the court or other
public register, a person under obligation willleot missing data by reviewing the original
or verified documents and business records sulinhlite legal representative or his/her
authorized person. When a person under obligaomat obtain data in a way described in
this Article, he will get them from written statemteby legal representative or his/her
authorized person.

Article 16
(Third Party)

1. Third parties, within the meaning are:
1.10rganization mentioned in items a, ¢, d and paodgraph 1 referred to Article 4 of
this Law

2. Other persons who meet conditions set by the Minist Book of Rules. Among others,
the Minister will take a report on technical critseadopted by European Commission in
accordance with Article 40 of Directive 2005/60/Edata from competent international
organizations and data from the FID.

3. Apart from the above-mentioned in paragraph 1 isf Ainticle, audit companies referred
to in Article 38 of this Law will also be considéras third parties

4. Third persons referred to in paragraph 1 of thische will not include outsourcing and
agents.

5. Minister will make a list of countries which intrade and accept standards against
money laundering and financing of terrorist acidgi as defined under Directive
2005/60/EC and in parallel, he/she shall checkntsgmlopted by European Commission
as an instrument in accordance with Article 40 aofeEtive 2005/60/EC, data from
competent international organizations and data firtn

6. Notwithstanding paragraph 1 of this Article, a persinder obligation cannot rely on
third parties when implementing of customer du@eiice procedure of client if a client
is:

a. Foreign legal person who is not engaged mnaengage in trade, production or
other activities in the country of registration
b. Fiduciary or other similar foreign legarpon with unknown or hidden owners
or managers.

Article 17
(Customer due Diligence of Clients through Third Péties)

1. A person under obligation can, under conditidatermined under this Law and other
regulations adopted in accordance with this Law,emvhestablishing a business
relationship with a client, entrust to the thirdrtgaestablishing and checking of the
client’'s identity, establishing of the identity dhe client's beneficial owner and
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collecting of data on the purpose and anticipatatlne of business relationship or
transaction.

2. A person under obligation is obliged to presly verify whether the third party, to
whom implementing measures of customer due diligesitall be entrusted, meets
conditions prescribed by this Law.

3. A person under obligation shall still bear fiveal responsibility for implementing
measures of customer due diligence entrusted tthitteparty.

Article 18
(Regular Monitoring of the Client’s Business Activiies)

1. A person under obligation shall monitor businessvities undertaken by a client by
implementing customer due diligence measures vgiieation of the principle to get to
know your client including the origin of assetstthee used in business operations.

2. Monitoring of business activities undertaken ayclient through a person under
obligation includes:

a. Establishing of client's business activities in @cance with purpose and
intention of business relationship established betwa client and a person
under obligation

b. Monitoring and establishing of client’s businestwiges in accordance with the
scope of his/her work

3. A person under obligation should determine theps and frequency of measures
referred to in paragraph 2 of this Article whichrresponds to the risk of money
laundering or financing of terrorist activities which he/she is exposed in performing
individual transactions or business activities aflividual client. A person under
obligation will evaluate such risk in accordancéwhrticle 5 of this Law.

Article 19
(Forms of Customer due Diligence)
1.During customer due diligence of client’s actiwiti@ person under obligation, depending
on the risk of each client, can apply:
a.enhanced customer due diligence
b.Simplified customer due diligence

Article 20
(Enhanced Customer due Diligence of a Client)
1.Enhanced measures of customer due diligence, fipartmeasures referred to in Article
7, also include additional measures prescribedhisyliaw when:
a.Establishing a correspondent relationship with tBank or other similar foreign
credit institution
b. Establishing a business relationship or performiremsactions referred to in
Article 6 of this Law with a client who is polititg exposed person referred to in
Article 22 of this Law
c. The client was not present during determinatind verification of the identity
during carrying out of customer due diligence measu
2. The obliged person may apply enhanced custdomediligence measures in some other
cases when, due to nature of a business relatprasid the manner of performing
transaction, the client’s business profile or ottiecumstances related to the client, the
risk of money laundering or financing of terroréstivities exists.

Article 21
(Correspondent Relationship with Foreign Loan Insttutions)
1. When establishing a correspondent business resdiprwith the Bank or similar foreign
loan institution, a person under obligation shaibly the measures referred to in Article 7

21



of this Law, related to procedure on customerdiligence of the client, and furthermore,
the following data, information and documentation:

a.Data on the issue and valid period of authorizatar offering banking services,
name and seat of competent body who issued @zdtion;

b.The description of implementing internal procedurelating to detecting and
preventing money laundering and financing of testorctivities, especially
procedures for customer due diligence of the cligmocedures determining the
beneficial owner, for data concerned with report suspicious transactions to
competent bodies, for keeping of report, internahtml and other procedures
adopted by the Bank or similar credit institutioor fdetecting and preventing
money laundering or financing of terrorist actieg]

c.The description of relevant legislation in areadsftecting and preventing of
money laundering and financing of terrorist aci@sgtapplied in countries in which
the Bank or other similar credit institution wasifaled or registered;

d.Written statement that the Bank or other similanlanstitution does not perform
business with the shell banks;

e.Written statement stating that the Bank or similaan institution has no
established relationship or it does not enter irdosiness relationship with the
shell banks;

f. Written statement stating that the Bank or similaan institution has no
administrative supervision in the country of itatser registration and that it is
obliged, pursuant to legislation of that countiy,harmonize its operations with
the laws and provisions concerned with detectiod prevention of money
laundering and financing of terrorist activities.

2.Employees of a person under obligation, who esthb# relationship with the
correspondent Bank referred to in Paragraph 1 isfAlticle and implements enhanced
customer due diligence of the client, shall colleittverbal consents from their superior
and responsible person of the person under oldigaprior to entering in such
relationship.

3.The person under obligation shall collect all dafarred to in Paragraph 1 of this Article,
making in public or other available registers ampdréviewing documents and business
reports enclosed by the Bank or other similar fprddan institution.

4. The person obligation shall not enter or procedih worrespondent relation with the
Bank or other similar foreign loan institution if:

a.Data referred to in items a, b, ¢, d, e, of Paplgrl of this Article are not
obtained in advance

b.Employees of the person under obligation, who didraceive previously written
approval from their supervisor for entering intocrespondent relationship;

c.The bank or other similar foreign loan institutibdoes not apply the system for
detection and prevention of money laundering andriting of terrorist activities,
or in accordance with legislation of the countryitsfseat or registration, is not
obliged to apply the laws and other relevant reguia concerned with detection
and prevention of money laundering and financinteoforist activities.

d.The Bank or other similar foreign loan institutibooperates as the shell bank or
enters into correspondent or other business rektips, and performs
transactions with the shell banks.

Article 22
(Foreign Politically Exposed Parties)

1. Persons under obligation shall establish apprappedcedure for determining whether the
foreign person is politically exposed. They shadfide such procedures through their
internal act, while following guidelines of bodigscharge for supervision referred to in
Article 68 of this Law.
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2. A foreign politically exposed party referred toRaragraph 1 of this Article includes any
natural person which is entrusted or was entruai#id significant public function in the
previous year, including closest family members elode associates.

3. A natural person having or which had entrustedit@mt public function is:

1.Head of the State, Prime Minister, Ministers argirtBeputies or Assistants;

2.Selected representatives in legislation bodies;

3.The judges of the Supreme or Constitutional Courd &ther high judicial
institutions;

4.Members of Audit and Governing Board of the CenBahk;

5.Ambassadors and high-ranking military officers;

6.Members of the Management or Supervisory Boardsoaipanies which are in
the majority ownership of the state.

4. Closest family members of persons referred to imgtaph 2 of this Article are: spouses,
parents, siblings, children and their spouses.

5. Close associates referred to in Article 2 are allral persons participating in profit from
the property or are in business relationship onegted to business otherwise.

6. When the client, who enters a business relationshipakes transaction, or if the client on
whose behalf a business relationship is enteredantransaction is being performed, is a
foreign politically exposed person, a person uratgigation will undertake the following
measures, apart from measures referred to in Ar806l of this Law, within the procedure
of enhanced customer due diligence of the client:

1.0Obtain data on the source of assets and propeatyate or will be the subject of
business relationship or transaction from documemtsl other documents
submitted by the client. Once those data cannotliained in aforementioned
manner, a person under obligation shall obtain tlractly from a written
statement of the client.

2.Employees of the person under obligation, who peréo  procedure for
establishment of business relationship with thentliwho is a foreign politically
exposed person, shall secure a written consentiteogupervisor for entering into
a correspondent relationship.

3.Upon entering into a business relationship, a pewsaer obligation will monitor
transactions and other business activities of aidar politically exposed person,
which are performed through persons under obligatising customer due
diligence procedure.

Article 23
(Determining and Establishing the Identity withoutthe Client’'s Physical Presence)
1.When the client is not physically present before ferson under obligation when
determining and establishing identity, a personennabligation, apart from measures
referred to in Article 7 of this Law, within custem due diligence procedure, shall
undertake one or several measures referred toragfRgoh 2 of this Article.
2. When determining and verifying identity, the peramder obligation will implement the
following measures:
a.Obtain additional documents, data, or informaticasdal on which the client’s
identity shall be verified.
b.Additionally verify submitted documents or confittrem additionally by the credit
or financial institution.
c.Apply measure that the first payment in businedwigicis made through account
opened on behalf of the client or other creditiingon.
3.1t is not allowed to establish a business relatigmsvithout the client’'s presence, if the
person under obligation applies the measure refetwein Paragraph 2 item c of this
Article.
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Article 24
(Simplified Customer due Diligence of the Client)
1. Procedure of simplified customer due diligencehef tlient is possible if the client is:

a. the body of Bosnia and Herzegovina (hereinaftetd)BiFederation of BiH,
Republika Srpska (hereinafter: RS) or District aHBor institution with public
authorizations;

b. the Bank, insurance company or other legal andralagperson engaged in
brokering in the sale of insurance policies, amgestment and pension funds,
without regard to legal form, with seat in Bosmiad Herzegovina or seat or
headquarters in EU member countries or in countvidsch, according to
information obtained from FID, international orgaations and other competent
international bodies, meet the necessary acceptedards in area of prevention
and detection of money laundering and financingeaforist activities, and which
was determined by the Minister as such.

c. Classified by the person under obligation in theugrof clients with the low risk
level.

Article 25

(Gathering and Identifying data on the Client within Simplified Procedure for Customer due
Diligence)

1.Data on the client, which are gathered and verifigthin simplified customer due
diligence when establishing a business relationsirig
a.Name, address, and seat of the legal person ttailishes a business relationship
i.e. legal entity for which a business relationskipstablished;
b.Name and surname of the legal representative ohoeméd person which
establishes a business relationship for the legraom;
c.Purpose and apparent nature of a business relaifpoasd date of establishing a
business relationship;

2. A person under obligation is obliged to obtain daferred to in paragraph (1) of this
Article by examining the original or verified copyf documentation from the official
public register, which is submitted by the cliert by direct examination in the official
public register.

3.If it is not possible to obtain data in the mandefined under paragraph 2 of this Article,
missing data will be obtained from the originalverified copies of documents and other
business records submitted by the client. The petswler obligation shall acquire the
missing data, which cannot be obtained in aforeibeatl manner, directly from the
written statement of representative or authorizayp

4. Documentation referred to in paragraphs 2 and ghisf Article must be up-to-date and
correct, and it must reflect only the actual stdtelient.

Article 26
(Electronic Cash Transfer)

1. Credit and financial institutions, including compem performing particular payment
operations services or cash transfer (hereingdegment service providers), are obliged to
obtain correct and complete data on payer anddecthem in application or note which
follows the electronic cash transfer, sent orik@xzkin any currency. Thereby, those data
must follow the transfer all the time during transsion through the payment chain.

2. The Minister shall stipulate under the Book of Rullee content and type of data that are
gathered on the payer, and other obligations of ghgment service provider, and
exceptions from obligation to gather data durihg tash transfer that represents an
irrelevant risk for money laundering or financingterrorist activities.
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3. Payment service providers, which are intermediaterecipients of cash, will refuse the
cash transfer which does not contain complete alathe payer referred to in paragraph 2
of this Article, or will request that data on thaypr are completed in a particular period.

4. Payment service providers can limit or terminatdusiness relationship with those
payment service providers who frequently do not tmeenditions referred to in
paragraphs 1 and 2 of this Article, therewith ity can wan them on thereof, prior to
undertaking such measures. Payment service prowilenotify FID on any long-term
limitations or termination of a business relatiapsh

5. Payment service providers, which are intermediateggcipients of cash, will consider the
lack of data on the payer, with regard to assksis& level as a possible reason for
applying measures for enhanced customer due ddeen

6. Provisions of paragraphs 1 to 5 of this Articleatelto electronic cash transfer which is
performed by the local and foreign payment serpiciders.

7. When obtaining data referred to in paragraph Ihisf Article, payment service providers
shall identify the payer using official identifitat document, and valid and reliable
sources of documentation.

Il - LIMITATIONS IN CASE OF CLIENTS OPERATIONS

Article 27
(Ban of Using Hidden Accounts)
1.A person under obligation will not open, issue wnchidden accounts, saving account on
bearers or other products that enable, directipdirectly, hiding of the client’s identity.

Article 28
(Ban of Performing Operations with the Shell Banks)
1. A person under obligation will not enter into orntioue relation with correspondent
banking with correspondent bank that operates oropgerate as the shell bank or other
similar credit institution known for allowing these of accounts of shell banks.

Article 29
(Limitations of Cash Payments)
1.Persons which are not persons under obligationresfeo in Article 4 of this Law, who
perform activities of sale of goods and serviceBasnia and Herzegovina, will not accept
cash payment if it exceeds 30.000 KM from theirchasers or third parties in case of sale
of individual goods and services. Persons perfogmaetivity of the goods sale also
include legal and natural persons, who organizgeoiorm auctions, which concern works
of arts, noble metals or precious stone or sinpladucts, and other legal and natural
persons receiving cash for goods and services.
2.Cash payment limitation, referred to in the presiparagraph, shall be applied even when
the payment is performed in several connected taslkactions, and when its total value
does not exceed 30.000 KM.
3.Persons who are not persons under obligationsreeféo in Article 4 of this Law, and
which are engaged in activity of the sale of goadd provide services, will receive a
payment referred to in paragraphs 1 and 2 of thikl& from the client or third party on
his/her transaction account, except if not antigidatherwise by some other Law.
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IV - REPORTING FINANCIAL INTELLIGENCE DEPARTMENT ON
TRANSACTIONS

Article 30
1. (Reporting)A person under obligation shall be addigto forward is to the FID
information referred to in Article 44, paragrapbfithis Law regarding:
a.Each attempt and performed transaction, client ensgn that is suspicious of
money laundering and funding of terrorist actigtie
b.A cash transaction whose value amount to 30,0000Kkore;
c.Connected cash transactions which together amow8@,000 KM or more.
2. When the person under obligation reports a sugmcicansaction, it submits data to the
FID that:
a.Transaction according its characteristics relatath whe client's status or other
client's characteristics, assets, or other cheniatits, obviously departs from usual
transactions of the same client, and that it cpoeds to the necessary number and
type of indicators which indicate that there arasmns for suspicion of money
laundering or funding of terrorist activities.

3. The FID shall notify persons under obligation, redd to in Article 4 of this Law, who
reported a transaction, on results of data analykish relate to transaction or person in
relation to which reasons established for suspic@bmoney laundering or funding of
terrorist activities was identified, unless if ivaduates that it might harm further
development and outcome of the procedure.

4. The Minister shall further prescribe what infornoati data and documentation shall be
forwarded to the FID in accordance with the praisi of Article 44, paragraph 1 of this
Law.

5. Upon consultations with the FID, the Minister shdditermine the conditions with a sub-
legal act under which a person obligation will & required to forward to the FID
information about the transactions of a particalant in the same amounts or higher than
those referred to in paragraph 1, items b. and thi® Article.

Article 31
(Deadline for Reporting on Transactions)

1.In such cases as referred to in Article 30, pafdydg item a. of this Law, a person under
obligation shall forward to the FID informationatd and documentation immediately
when suspicion has arisen and before the transaidicompleted, and shall state the
period during which the transaction is expectede@xecuted.

2. Exception to the general rule of submitting noéfion to the FID on suspicious
transactions prior to their completion are situagiovhen the person under obligation, due
to nature of transactions or other objective reason if their non-execution would
probably disable efforts in detecting the reason guspicion of money laundering
operations or funding of terrorist activitid®erson under obligation is obliged to deliver
notification not later than the following workingag, with explanation of reasons for
inability to submit report on suspicious transaasig@rior to their completion.

3.In such cases as referred to in Article 30, papdyrg, items b. and c. of this Law, the
person under obligation shall forward to the Fle thformation, data and documentation
immediately upon completion of a transaction, bot rater than 3 days after the
completion of the transaction.

4. Persons under obligation can submit informationtite FID through the application
software for registering transaction in electrofuom (hereinafter: the AMLS), through
persons authorised for operations of mail trafded through person authorised for
submitting documentation—messenger.

5. The notification referred to in the paragraph 1hi$ Article may be also delivered by fax,
but it is necessary to submit a copy in the maneferred to in paragraph 4 of this Article.
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6. The notification referred to in paragraph 1 of tArsicle may also be given by telephone,
but the FID must be informed subsequently in wgitirot later than the following working
day.

7.1f an obliged person cannot, in such cases asreefdo in Article 30, paragraph 1, item a.
of this Law, due to the nature of the transactionbecause a transaction was not
completed or due to other justifiable reasonsjraetcordance with the provision referred
to in the paragraph 1 of this Article, he/she shallobliged to forward the information,
data and documentation to the FID as soon as pessiéh immediately after the suspicion
of money laundering or funding of terrorist aciie® is raised. The person under
obligation shall explain the reasons for not actimgccordance with the provisions of the
paragraph 1 of this Article.

V - AUTHORISED PERSON, PROFESSIONAL TRAINING, LIST OF
INDICATORS AND INTERNAL CONTROL

Article 32
(Authorised Person and His/Her Deputy)

1. For the purpose of delivering the information te 1D and for the performance of other
duties in accordance with the provisions of thisvl.ghe person under obligation shall
appoint an authorised person. It shall also to mppone or several deputies of the
authorised person and shall notify the FID aboas¢happointments within 7 days from
the day of the appointment, i.e. change of dataaothorised person or a deputy of
authorised person.

2. Notwithstanding paragraph 1 of this Article, thgesons under obligation with four or
less employees shall not be required to appoinawthorised person and shall not be
required to conduct internal control as prescriinethis Law.

Article 33

(Requirements for Authorised Person and Deputy)
1. The person under obligation shall secure that ¢theqgf authorised person is entrusted
exclusively to the person who should meet thefailhg conditions:

a. Occupying a position within systematization of j@hich is ranked high enough
as to enable a fast, efficient and timely fulfilmen tasks as prescribed under this
Law and provisions arising thereafter;

b. That is was not sentenced by a valid verdict ot thaminal proceeding is not
conducted against it;

c. That it has appropriate professional qualificatidos the tasks of preventing
money laundering and funding of terrorist actiwfieand characteristics and
experience necessary for performing the functicancauthorised person;

d. Thatitis well acquainted with the nature of Imesis activities of the person under
obligation in areas exposed to the risk of monayndkering and funding of
terrorist activities.

2. Deputy to an authorised person should also meeiregents stipulated under the items
b. c. and d. referred to in the paragraph 1 ofAhiile.

Article 34
(Tasks of an Authorised Person and Deputy)
1. Authorised person referred to in Article 32 of theawv shall perform the following tasks:
a.Ensure the establishment, functioning and developwithe system for detection and
prevention of money laundering and funding of tastoactivities in case of person
under obligation;
b.Ensure proper and timely reporting towards the FRccordance with this Law and
the provisions arising thereafter;
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c.Participate in defining and altering of operatiopeocedures and in preparation of
internal provisions that relate to prevention amdedtion of money laundering and
funding of terrorist activities;

d.Participate in development of guidelines for impésration of control related to
prevention of money laundering and funding of testactivities;

e.Monitor and coordinate the activities of persongiamobligation in the area of
detection and prevention of money laundering amdifug of terrorist activities;

f. Participate in the establishment and developmetiieofT support in connection with
activities which refer to detection and preventammoney laundering and funding of
terrorist activities;

g.Make proposals for the Management or other admatige bodies of persons under
obligation, with the aim to improve the system dietection and prevention of money
laundering and funding of terrorist activities;

h.Participate in preparation of a professional edanaand training programs for the
employees in area of prevention and detection afiepwdaundering and funding of
terrorist activities.

2.Deputies shall replace the authorised personsédin #bsence in the performance of all

tasks as stipulated in the paragraph 1 of thisckertand perform all the other tasks as
prescribed by this Law.

Article 35
(Professional Training)

1. Person under obligation is required to ensure egguiofessional education, training and
specialisation of employees performing duties oevention and detection of money
laundering and funding of terrorist activities;

2. Professional education, training and specialisatiefers to familiarising with the
provisions of the Law and regulations issued orbésis and internal official documents,
with the professional literature on prevention afetection of money laundering and
funding of terrorist activities, with a list of if@htors for identifying of the client and
transactions for which there are basis for suspicibmoney laundering and funding of
terrorist activities.

3. Person under obligation is required to develop pinegram of annual professional
education, training, and specialisation of the aypks working on prevention and
detection of money laundering and funding of testaactivities, not later than the end of
March for the current year.

Article 36
(Internal Control and Audit)

1. Person under obligation is required to ensure allaegnternal control and audit of
performing of operations for prevention and detectf money laundering and funding of
terrorist activities;

2. Compliance of operations of person under obligatiith the provisions of this Law shall
be the subject to activities of internal controdamudit, which include assessment of
adequacy of policies and procedures of personsrwidigation and training of authorised
and responsible persons from the aspect of standaatl define the prevention of money
laundering and funding of terrorist activities.

Article 37
(List of Indicators)
1. The persons under obligation referred to in Arti¢lef this Law shall draw up a list of
indicators for identification of clients and trang8ans in respect of which there are basis

for suspicion of money laundering and funding ofdsst activities, in cooperation with
the FID and other supervisory bodies.
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2. Persons under obligation are required to submgtadferred to in the paragraph 1 of this
Article to the Financial Intelligence Departmenthim six months from the day when this
Law comes into effect.

VI -OBLIGATIONS AND TASKS OF LAWYERS, LAW FIRMS, NO TARIES,
AUDIT COMPANIES AND INDEPENDENT AUDITORS, LEGAL AND
NATURAL PERSONS WHO PERFORM ACCOUNTING SERVICES AND TAX
CONSULTING SERVICES

Article 38
(General Provisions)

1. Lawyer, lawyer company, notary and audit company imdlependent auditor, legal and
natural persons who perform accounting servicestaxnadonsulting services (hereinafter:
the persons conducting professional activities)emviperforming operations from their
scope of activity, as set by other laws, are reglio enforce measures of prevention and
detection of money laundering as well as fundingeoforist activities, and act according
to the provisions of this Law and the regulatiossued on the basis of this Law, which
regulate the tasks and obligations of other persorder obligation, if not stipulated
otherwise by this chapter.

Article 39
(Tasks and Obligations of the Persons Performing Bfessional Activities)
1. Notwithstanding provisions of Article 6 of this Wwa lawyer, law companies and their
staff shall act in accordance with the provisiohths Law when:
1.1.They assist in planning or transactions for entlin relation to:
2.1. buying and selling of a real estate or a shairéise company;
2. Managing of cash, financial instruments or otheesowned by the client;
3. Opening and managing of bank accounts, saving dspasthe accounts for operations
with financial instruments;
4.Collecting of assets necessary for establishmeetations and management of company;
and
5.Establishment, operation or management of insbitytfund, company or other similar
legal-organisational form;
6.They perform on behalf and for the account of antlia financial transaction or
transactions related to real estates

Article 40
(Procedure of Customer due Diligence of a Client)

1.The persons who perform professional activities thie framework of procedure of
customer due diligence of a client, when estabighbusiness relationships under Article
6, paragraph 1, item a, and when performing trdise referred to in Article 6,
paragraph 1, item b. of this Law, shall gathendaferred to in Article 7 of this Law.

2.The persons who perform professional activitiestie framework of procedures of
customer due diligence a client, are to collecadat referred to in Article 7.of this Law in
case when there is a suspicion in credibility aachwity of previously collected data on
clients or the beneficial owner, and always wheeré are reasons for doubt of money
laundering or funding of terrorist activities inlaton to transaction or client- as referred
to in Article 6.paragraph 1.item d. of this Law.

3. Within identification of a client, persons perfongiprofessional activities shall determine
the identity of a client or his/her legal represgine, authorized person and collect data as
referred to in Article 7. of this Law by examininige valid identification document of a
client, i.e. original documents, verified copy bdtdocument or verified documentation

29



from a court or other public register, which mus¢ up-to-date and accurate, and it must
reflect the actual state of a client.

4. Persons performing professional activities shaleeine the beneficial owner of the
client that is a legal person or other similar legygity, based on information as referred to
in Article 7. of this Law, by examining original aferified copy of the documentation
from a court or other public register which mustugeto-date and accurate and which
must reflect the actual state of a client. If, lobhs@ an excerpts from a court or other
public register, it is not possible to collect dita, missing data are to be collected by
examining the original or verified copies of documseand other business documentation
presented by the legal representative or authopeesbn of the legal entity.

5. Persons performing professional activities shallecb other data, as referred to in Article
7 of this Law, by examining the original or verdiecopies of documents and other
business documentation.

6. If it is not possible to collect all data on themar determined in this Article, missing
data are to be collected immediately based on Henwrstatement of a client or his/her
legal representative.

7. Persons performing professional activities are émpnt the procedure of customer due
diligence of a client as referred to in paragrapht 6.0f this Article, in extent and scale
appropriate to their scope of work.

Article 41

(Responsibility of Persons Performing Professiondctivities on Informing the Financial-
Intelligence Department)

1. When performing duties as referred to in Article.d9this Law, the lawyer, law
companies, notary, audit company, independent @aydigal and natural persons who
perform accounting or tax consulting services éislatihat there are reasons to suspect
money laundering or funding of terrorist activitiga connection with transaction or
certain person, they are obliged to inform the R¥idhout delay, in accordance with
provisions of Article 30.of this Law.

2. Each time when a client requests an advice inioglab money laundering or funding of
terrorist activities, persons performing profesaiaactivities shall be obliged to inform the
FID immediately and not later than three workingygldrom the date when the client
requested such advice.

3. When reporting on a suspicious transaction, pergmrforming professional activities
shall forward to the FID the data as referred téiticle 7.of this Law in the manner that
Minister stipulated under the Book of Rules.

Article 42
(Exceptions from Reporting)

1. The provisions as referred to in Article 41.of thisw shall not apply to persons who
perform professional activities in relation to dawhich they receive from a client or
collect from a client during determining the legéhtus of a client or when representing
the client in connection with a court proceedingjch includes consulting for proposal or
avoidance of judicial procedures, regardless ofthwr the data were obtained or
collected before, during or after completion of iia procedures, except if, in
connection with the client, there are reasons &pect a money laundering or funding
terrorist activities.

2.In case referred to in paragraph 1.of this Artigersons performing professional
activities are not obliged to deliver data, infotioa and documentation on request of the
FID, as pursuant to Article 30.of this Law. In thedse, they are obliged to explain
immediately in writing the reasons for not actimgaccordance with the request of the
FID, and not later than fifteen working days aseafeipt of the request.
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3. Apart from the obligations stipulated by this Lawpersons performing professional
activities are not obliged to:

1.Inform the FID on cash transactions referred téiiicle 30.paragraph 1. ltems b. and
c. of this Law, unless if in connection with traci$an or the client there are reasons to
suspect money laundering or funding of terroristsvdies in,

2.Appoint authorized persons and its deputy,

3.Implement internal audit on performance of taskpnevention of money laundering
and terrorist activities funding.

Article 43
(List of Indicators for Facial Recognition and Transactions for which there are basis for
Suspicion on Money Laundering or Terrorists’ Activities Funding)

1. Persons performing professional activities shalfesponsible to develop, in cooperation
with the FID and other supervisory bodies, arestadf indicators for facial recognition and
transactions for which there are basis for suspi@a money laundering or terrorists’
activities funding.

2. When developing a list as referred to in panalgra.of this Article, persons performing
professional activities shall take into considenatihe complexity and scope of execution
of transactions, unusual method of execution ,ev@uconnection of transactions which
do not have economically or legally based purpiosewhich are not harmonized or which
are in disproportion with its normal, expected epiens of a client, as well as other
circumstances that are connected with the statather characteristics of a client.

3. When establishing the basis for suspicion of eyolaundering or funding of terrorists
activities and other circumstances relating tpérsons performing professional activities
are obliged to apply the list of indicators as medd to in paragraph 1.of this Article.

VIl - RECORD

Article 44
(Content of the Record)

1.The record on conducted procedure of customer digente of clients and transactions,
referred to in Article 7.paragraph 1.of this Lawhalf, as minimum, include the
following information:

2. The company's hame, seat and registration nuofbarlegal person having a business
relationship or conducting the transaction, i.galeperson on whose behalf a business
relationship is being established or the transadddeing performed;

3. The name, surname, address, date and placertbf bocial security humber of an
employee or authorized person who establishes iadmssrelationship or carries out a
transaction on behalf of a legal person, as wethasname of the authority that issued
the official personal identification document;

4. The name, surname, address, date and placetiof $mcial security number of a natural
person who establishes a business relationshigrseim the premises of a casino,
gaming house or other concessionaire for specitério games, or carries out a
transaction, i.e. or of the natural person on whHosealf the business relationship is
being established or for whom a transaction isdegrried out, as well as the number
and name of the authority that issued the offigeksonal identification number;
Reasons for establishing of a business reldtipner conducting a transaction and
information about a client’s activities;

. Date of establishing a business relationshigooducting a transaction;

. Time of execution of transaction;

. Amount of a transaction and the currency usexkécution of a transaction;

. The purpose of transaction, as well as the namaame and address, i.e. name and seat
of the company to which the transaction is beingaled,;
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10.
11.

12.
13.
14.

15.

16.

17.

18.

Manner of executing transaction;
Name, surname or company and seat of the peesuwling the order in case of transfers
from abroad;
Data about the source of money or property viig¢he subject of a transaction;
The reasons why a transaction, person or giesuspicious;
Name, surname, permanent address, date aregflboth of each natural person who
directly or indirectly owns at least 20% of busiseshare, stocks, i.e. other rights
based on which he/she participates in managenfetiteclegal entity i.e. the funds
thereof.
For their own requirements, persons under atitig shall leave copies of the documents
based on which identification of a client was mamewhich they shall be stated that the
inspection of original documents was performed.
The Minister shall give guidelines about whrdibimation referred to in paragraph 1. of
this Article will be included in the records on duted identification of clients and
transactions.
Records as well as information, referred taiicle 59. of this Law, related to transport
of cash and assets across the state border stlaliénthe following data:
a.Name, surname, permanent address, date andgsldoeh of a natural person on
whose behalf cash or assets are being transpantesisathe state border;
b.Name of the company and seat of a legal persoramie, surname, and permanent
address of a natural person on whose behalf cagtssmts are being transported
across the state border;
c.Amount, currency, type and purpose of transactiot place, date and time of the
state border crossing;
d.Data on whether transaction was reported toukms authorities.
All data, information and documentation froniewt identification records shall be
delivered to the FID free of charge.

VIl - TASKS AND COMPETENCES OF THE FINANCIAL-INTEL LIGENCE
DEPARTMENT

Section A — FID Procedure

Article 45

(General Provisions on the Financial-Intelligence Bpartment)
The Financial-Intelligence Department (FID) fromettBiH State Investigation and
Protection Agency under supervision of director Sthte investigation and Protection
Agency (hereinafter: Director) performs the taskdated to prevention, investigation,
detection of money laundering and funding of testoactivities in accordance with the
provisions of the Law on SIPA, this and other lawsymotion of cooperation between
competent bodies of the BiH, Federation of Bosnia aderzegovina (hereinafter:
Federation), Republika Srpska (hereinafter: theaR&}Xhe BiH Brcko District (hereinafter:
District) in the area of prevention of money laurdg and funding of terrorist activities, as
well as promotion of cooperation and exchange @rination with competent bodies of
other states and international organizations irrgghdor prevention of money laundering
and funding of terrorist activities.

Article 46
(Detection and Investigation of Money Laundering ad Funding of Terrorist Activities)
1.FID shall receive, gather, record, analyse and,wsigpulated by this or other Law,
forward to competent prosecutor’s office data, infation and documentation received
according to the provisions of this law.
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2.1f the FID, based on data, information and docursgon obtained from paragraph 1. of
this Article, estimate that there are basis to doui criminal act, related to certain
transaction or person, the FID is responsible tonsua written report with gathered
documentation to the competent prosecutor’s offi@e.demand of prosecutors, the FID
shall continue on further collection of data, imfmtion and documentation in order to
determine the basis for suspicion that there isiraial act of money laundering and
funding of terrorist activities.

3.The FID, in notification from paragraph 1.of thigti&le, shall not state data on the
employee or persons under obligation which impamédrmation to it pursuant to this
Law, or who were in any other way involved in penfiing of transaction on behalf of
person under obligation, unless there are reasonsifspicion that the person under
obligation or its employee has committed a crimiet, or if that information is required
for determination of facts during a judicial prodiwsy.

4 After detailed collection of data, information addcumentation from paragraph 2.of this
Article, the FID shall make a report on a perpetraand reasons for suspicion of
committed a criminal act of money laundering andding of terrorist activities with a

proposal of measures and actions necessary todsgtaken by competent prosecutors by
its judgment during of investigation.

Article 47

(Request to Persons under Obligation to SubmittingData on Suspicious Transactions or
Persons)

1.If the FID suspects money laundering or fundingtexforist activities in reference to
transaction or person, the FID may demand in writterm from the person under
obligation information stated in Article 44.of thisaw, information on property and on
bank deposits of such person, as well as othernrdbon, data and documentation,
necessary for performing the tasks of the FID pamsuo the provisions of this Law. In
urgent cases, the FID may request information, dathdocumentation verbally, and may
inspect documentation in the premises of persoruabligation however, the FID shall
be obliged to submit a written request to persodeurobligation not later than the
following working day.

2.The person under obligation shall forward informatidata and documentation referred to
in paragraph 1.of this Article to the FID withouwgldy, or within 8 working days from the
day the FID received the request.

3.Should persons performing professional activitre$erred to in Article 38.of this Law,
decline to forward information, data and documeotabased on a request from the FID
referred to in paragraph 1.of this Article, theyalslinform the FID in writing about the
reasons due to which they did not act upon theasigintom the FID within the deadline
prescribed in paragraph 2.of this Article.

4.In cases of extensive documentation or due to gtigifiable reasons, the FID, upon a
written request, may extend deadline determinedairagraph 2. of this Article upon a

written request and it may, in such cases, ingiectiocumentation in the premises of the
person under obligation.

Article 48
(Temporary Suspension of Transactions)
1.If the FID suspects money laundering or fundingesforist activities in reference to a

certain transaction, account or person, it mayeisauwritten order for a temporary
suspension of transaction or transactions, lastotgonger than 5 working days, and the
deadline of duration of temporary suspension afgaation starts to run from the moment
of issuing of order for suspension of transactigntie FID , i.e. from the moment of
reporting on suspicious transaction, when reporisngerformed before transaction, and
confirmed by the FID. The FID may provide additibirestructions to the person under
obligation in connection with the transaction, ®rsgpon of transaction, execution of
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transaction as well as communication with the pei@opersons who are connected with
transaction or transactions.
2.In order to perform its duties in accordance wiik provisions of this Law, in urgent
cases, the FID may, if it suspects on money launger funding of terrorist activities in
relation to transaction, account or person, issuerbal order for temporary suspension of
transaction or transactions, however, the FID Igged to submit a written order to person
under obligation not later than the following waorgiday.
3.The FID may issue both, either verbal or writteesrfor temporary suspension of a
suspicious transaction or transactions referreih toaragraphs 1.and 2.of this Article at
request of the BiH Law enforcement agencies, oblugties and institutions in the BiH
mentioned in Article 51.paragraghaswell as foreign financial-intelligence units.
4. Order on temporary suspension of transaction aséetions contains:
a.Date and time when the deadline for temporary susipa has started;
b.Number of transaction account;
c.Data about the owner of account;
d.Name of person under obligation and its other data;
e.Amount of financial transaction or transactionstthee temporarily suspended or
suspended from execution;
f. Other data related to person under obligation anodpisious transaction or
transactions.
5. After the deadline referred to in paragraph 1.dé #hrticle expires, financial transaction
may be temporarily suspended only by resolutiothef court pursuant to the BiH Law
on Criminal Procedure.

Article 49
(Cessation of Order for Temporary Suspension of Trasactions)

1. Should FID, after issuing the order for temporasiispension of transaction/s, within the
time limits provided in Article 48, Item 1 of thisaw, determines that there is no further
suspicion on money laundering or financing of testoactivities, it will without delay
inform the person under obligation in writing, whimay then execute the transaction
immediately.

2. If FID does not undertake measures provided inptieeious paragraph, the person under
obligation may proceed with the transaction immiedya

Article 50
(Order to the Person under Obligation for Continuows Monitoring of Financial Operations of
Client)
1.FID may, in written form, order the person und®&ligation to continually monitor
financial operations of client in respect of whtblere are grounds for suspicion on money
laundering or financing of terrorist activities; other person for which it is possible to
concluded that he/she aided or took part in traiss or affairs conclude that it has
supported or participated in transactions or opmratof persons for which there is a
doubt, and regular reporting to the FID on thensactions or operations which are
performed, or intended to be performed with thesperunder obligation by specified
persons. In the request, the FID must specify lireglin which persons under obligation
must provide requested information.
2.The person under obligation must submit data froenparagraph 1 of this Article prior to
transaction or establishing of the business reiahigp; and if because of the nature of
transaction or business relationship, or for othestified reasons, the person under
obligation has not performed in requested mannersgn under obligation must submit
the report to FID, which must include reasons tahsactions.
3.Enforcement of measures referred to in paragragtitis Article may last not longer than
three months, and in justified cases, duratiome&sures may be extended each time for
one month, but the enforcement of measures in nodgl last not longer than six months
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Article 51
(Inter-institutional Cooperation)

1. FID can request the bodies of Bosnia and Herzegoviederation of BiH, Republika
Srpska, Btko District and from other organizations with pgalduthorizations to provide
information, data and documentation needed to eéxethe duties of FID in accordance
with Provisions of this Law.

2. Bodies and Institutions with public authorizatioreferred to in paragraph 1 of this Article
shall, without compensation, submit to the FID @loéged to deliver data, information and
documentation and allow the FID direct electronicess to the information, data and
documentation.

3. Authorizations and organizations with public authation referred to in paragraph 1 of
this Article, shall forward data, information andodimentation referred to in the previous
paragraphs to FID, not later than eight workingsdapon from the date of receipt of
request.

4.In cases of extensive documentation or due to gunifiable reasons, and upon the
written request, the FID can extend the deadlimensparagraph 3 of this Article, and in
such cases, it can inspect documentation in themipes of the authorities and
organizations with public authorization mentionegaragraph 1 of this Article.

5. Upon the approval of SIPA Director, and upon a itefarequest, the FID can provide
bodies and institutions referred to in paragrapif this Article with data and information
related to money laundering and financing of testaactivities, only if such information
and data may be significant to these bodies ariutians when issuing decisions of their
competence and investigation purposes.

Article 52
(Other Obligations of the FID)
1. Except from obligations previously mentioned insthiaw, the FID has the following
obligations in relation to money laundering andhfining of terrorist activities:

a. to suggest to the competent bodies changes raeddments of regulations which
refer to prevention and detection of money laumdgerand financing of terrorist
activities;

b. Participate in development of list of indicatfws recognizing suspicious transactions
and list of countries applying internationally rgozed standards in the prevention
and detection of money laundering and financinggobrist activities;

c. Participate in the professional training of eoyples and authorized persons in persons
under obligation, authorized bodies of BiH, FBiH5, RDistrict and organizations with
public authorizations.

d. At least once a year, publish statistics frore #rea of money laundering and
financing of terrorist activities, and in other appriate manner inform the public on
occurring forms of money laundering and financifigeororist activities.

e. submit the annual reports to the Manager amdskir on general FID activities, and
on activities related to preventing of money laenmg and financing of terrorist
activities, and even more often on their request.

Section B - International Cooperation

Article 53
(Request to Foreign Body to Submitting of Data, Infrmation, and Documentation)

1. FID can request from foreign Law enforcement, pcasarial or administrative bodies,
financial-intelligence units and international amgations involved in prevention of
money laundering and financing of terrorist actégtdata, information and documentation
needed for performing the duties of the FID in adaeace with provisions of this Law.

35



2. FID can not submit or give access to data, infoilmnand documentation obtained in
accordance with paragraph 1 of this Article todhiatural or legal person, i.e. to other
body or use them for purposes contrary to the ¢mmdi and restrictions set by the body,
unit or organization referred to in paragraph thig Article, to which the request is sent.

Article 54
(Submission of Data, Information, and Documentationby the FID to other Financial-
Intelligence Units)

1. FID can submit data, information and documentatibtained in Bosnia and Herzegovina
to financial-intelligence units from other couns;eas per their request and upon its own
initiative, in accordance with provisions of thiaw, provided they are subject to similar
confidentiality requirements.

2. Prior to forwarding data to foreign financial-iigence units, the FID shall obtain
writing assurance that the aforementioned shall tise information, data and
documentation solely for purposes defined by piowis of this Law. For any further
forwarding of data, information and documentatiorfdreign police and judicial bodies,
previous written consent of the FID is required.

Article 55
(Submission of Data to Foreign Bodies Involved in Mney Laundering and Financing of
Terrorist Activities)
1.FID can forward data, information and documentatiohtained in Bosnia and
Herzegovina to other foreign agencies for impleratomn of the Law only in those cases
when the explanation of suspicion is provided amthcoete connections to money
laundering and financing of terrorist activitiesutbunder conditions that similar
confidentiality is provided.
2. Prior to forwarding of data to other foreign Lawf@eement agencies, the FID shall
request a written assurance that information, datel documentation will be used solely
for purposes defined by provisions of this Law.

Article 56
(Proposal for Temporary Delay of Transaction to Foeign Financial-Intelligence Unit)

1. During enforcement of measures and activities few@nting and detecting criminal acts
of money laundering and financing of terrorist @ges, in accordance with provisions of
this Law, FID can submit a written proposal for parary delay of conducting certain
transaction or transactions to foreign financiaéiliigence unit if there is a suspicion for
money laundering or financing of terrorist actiefliin relation to certain person or
transaction(s).

Article 57
(Temporary Delay of Transaction Conducting on Propsal to Foreign Financial-Intelligence
Unit)

1. As per written proposal from foreign financial-ilitgence unit, under conditions set by
this Law and on the basis of actual reciprocityp Ean, by written order, order to a person
under obligation temporary delay of conducting e$pcious transaction to a maximum
of 5 working days.

2.FID will immediately inform BiH Prosecutor’'s Officen written order referred to in
paragraph 1 of this Article.

3. FID will act in accordance with provisions of paragh 1 of this Article if, on basis of
reasons for doubt mentioned in written proposafoogign financial-intelligence unit, it
assesses that:

a.Transaction is related to money laundering or fiiragn of terrorist activities, and
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b.Transaction would be temporary suspended if ttaatstction is subject to domestic
report on suspicious transaction in accordance pritiwisions of the article 30 of this
Law.

4. FID will not accept a proposal from foreign finaaleintelligence unit if on basis of facts
and circumstances, mentioned in proposal refemeth tparagraph 1 of this Article, it
assess that the reasons for suspicion on moneyldang and financing of terrorist
activities are not explained. FID will inform, inriting, a foreign financial-intelligence
unit on non-acceptance of proposal, stating theoreawhy the proposal is not accepted.

5. In connection with order for temporary delaytrainsaction conducting in accordance with
this Article, provisions of the Articles 48 and dBthis Law shall be applied accordingly.

Section C - Record Management by FID

Article 58
(Type of Records)
1. FID shall manage the following records:
1.1 Record of information and notifications in a@ance with provisions of Article 46 of
this Law which includes the following information:
a.Name, surname, date of birth and address of ngterabn, or the name and seat
of the company in connection with which the FID mutited notification or
information;
b.Information on the amount, currency, date or penbdonducting of transaction
in connection to which there are reasons for si@piof committing a criminal
act;
c.Reasons for suspicion of committing a criminal act.
1.2. Record on issued orders for temporary susperisbm conducting of transaction or
transactions that contains information referrechtthe Article 48, paragraph 4 of this
Law.
1.3. Records on information forwarded abroad agsuktted by the provisions of the
Article 53, 54, 55, 56, 57 of this Law that incluthe following information:
a. Name, surname, date of birth and address ofuaahgerson, or the name and seat
of the company whose data are sent abroad;
b. Name of the country and name of the competedy @ which these information
are sent.

IX - DUTIES OF OTHER AUTHORITIES UNDER THIS LAW

Article 59
(Indirect Taxation Authority of BiH)

1. Indirect Taxation Authority of BiH is obliged to Ismit information to the FID on each
transaction of cash over the state border in amofid0.00 KM or more, not later than
three days as of the date of transaction.

2. Indirect Taxation Authority is obliged to submit tbhe FID information on undertaken
measures and activities against persons in commetdi which the request for initiating
misdemeanour procedure is submitted.

Article 60
(Forwarding of statistical data by the Prosecutor’'sOffice and Courts)
1. In order to enable centralization and analysisliofl@a related to money laundering and
financing of terrorism, competent Prosecutor'sé@f will be obliged to forward, twice a
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year to the FID, the following information on sebis for which the indictment is
confirmed:

a. Name, surname, date of birth and permanent ssldfea natural person and name and
seat of the company against which an indictmentrioney laundering or financing
terrorism was confirmed;

b. Place, time and manner of perpetrating the stisgect, which has the elements of a
criminal act;

c. stage of procedure; and

d. the amount of money or value of other propestyich is the subject of a temporary
seizure, and the date of decision.

2. Authorized Courts of BiH are obliged to send to Fiwice a year, the following
information on:

a. valid court cases for criminal acts of moneytiering and financing terrorism;

b. offences in accordance with provisions of thdickes 72 and 73 of this Law.

X - DATA PROTECTION AND STORAGE

Article 61

(General Provisions)
FID shall use information, data and documentatibtained in accordance to this Law only
for the purposes defined by this Law.

Article 62
(Protection of Data Secrecy)

1. A person under obligation and its staff, includthg members of the Board, supervisory,
and other executive bodies or other persons while faccess to secret data, shall not
reveal to the client or third person the forwardofgnformation, data or documentation
about the client or to FID or that the FID in adtamce to article 48 of this Law
temporarily suspended transaction, or gave ingtmgto a person under obligation.

2. Information about FID requests, or about forwardimgrmation, data or documentation
to FID, and about the temporary suspension ofreséretion or instructions in accordance
to paragraph (1) of this Article, shall be treadsdsecret information.

3. The FID, other official person, or Prosecutor canmive information, data and
documentation collected in accordance with this taywersons to which they refer to.

4. The FID shall decide on removing the classificatidsecret information.

Article 63
(Exceptions to the Principle of Keeping the Data Seecy)
1.When forwarding data, information and documentatmrthe FID in accordance with this
Law, the obligation to protect bank, business,cidfi lawyer, notary or other professional
secrecy shall not apply to the person under olitigaauthorities of BiH, Federation of BiH,
RS and Bkko District; organisations with public authorisatjgprosecutors, court and their
personnel, unless stipulated otherwise in this.Law
2.The person under obligation or its personnel shallbe liable for any damage caused to
clients or third person or held criminally or ¢idiable due to their submission of
information, data or documentation to FID, or doghe implementation of the FID's order
to temporarily suspend a transaction or for conmglyivith the instructions issued in
connection with the aforementioned order in acaocdawith provisions of this Law or in
accordance with regulations passed on the basissofaw.

Article 64
(Use of Collected Data)
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1. FID, persons under obligation referred to in Adiel of this Law, state bodies, legal
persons with public authorisations and other sibjaend their employees, may use the
data, information and documentation obtained iroetance to this Law only for the
purpose of prevention and detection of money latingeand financing of terrorist
activities, if not stipulated otherwise by this Law

Article 65
(Deadline for Keeping Data by the Person under Ohijation)
1.A person under obligation is required to keep imfation, data, and documentation
obtained in accordance to this Law for at leasyddrs after identification, completion of
a transaction, closing of an account or terminatibbusiness relationship.
2.A person under obligation shall keep informationl @orresponding documentation on
authorised person and deputy authorised personionedtin Article 32 of this Law, on
the professional training of employees and condgctf internal control for at least 4
years after the appointment of the authorised peasal deputy authorised person, after
the completion of professional training and conohgcdf internal control.

Article 66
(Deadline for Keeping Data by Indirect Taxation Authority of BiH)
l.Indirect Taxation Authority shall keep the inforrioat of transport of cash and assets
across the state border, for 10 years from the dage transport occurred. This
information and data shall be destroyed after #pérg of the 10-year period.

Article 67

(Deadline for Keeping Data by the FID)
FID shall keep the information, data, and documesrtacollected and disseminated in
accordance with this Law for 10 years from the diateas obtained or disseminated and it
shall be destroyed after the expiry of 10-yearqukri

Xl - SUPERVISION

Article 68

(General Provisions)
The supervision over person under obligation iatieh to the implementation of this Law
and other laws which regulate obligations of impdatng measures for prevention of
money laundering and financing of terrorist aci@st is implemented by special agencies
and bodies in accordance with provisions of thid apecial Laws which regulated the
work of certain persons under obligation and commieagencies and bodies.
1. Supervision over implementation of provisionstbis Law with the person under
obligation, whose work are not supervised by thecisp agencies and bodies, are
implemented by the FID.
2. The FID and the supervising bodies shall coafeen supervising of implementation of
the provisions of this Law, within their individuebmpetencies.

Article 69
(Procedure of the Supervising Bodies in Case of legularities in Work of a Person under
Obligation)
1.If supervising bodies detects violation referredrtdArticles 72 and 73 of this Law or
other Laws that regulate work of a persons unddigation, they will order the
implementation of adequate control measures ang ghell, without delay, notify the
FID in writing about detected violations.
2.Natification referred to in paragraph 1 of this idleé especially contains the following
data:
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a.Name, surname, date and place of birth and pernhadleness of natural person i.e.
name of company and seat of the legal persongtstspected of violation or minor
offence;

b.Place, time and manner of committing the suspedt#dtion or minor offence and

c.Information as to whether supervising bodies ormexry control measures under
their competences.

Article 70
(Procedure of the FID in Case of Irregularities inWork of a Person under Obligation)
1. FID shall monitor implementation of provisions bfg Law by gathering and checking of
information, data and documentation submitted soegance with provisions of this Law.
2. If the FID discovers the case of breaching prowvisiof this Law, it can:
a.Request that the person under obligation remowxeguilarities, provided that
consequences of breaching the Law can be elimirsatiesequently s;
b.Propose to supervising bodies to implement, undighin their competencies,
adequate monitoring measures;
c.Request the competent authority to initiate offepreeedings.
3. While making a decision about the measure refeiwdd paragraph 2 of this Article, the
FID shall take into consideration the circumstancegler which the offence was
committed, repetition of offence and control measuthat another supervisory body
imposed against a person under obligation.
4. Eliminating breach of the Law referred to in paeggr 2 item 1 of this Article shall be
conducted within 8 working days.

Article 71
(Notifying the Supervising Body)
1. FID shall notify competent supervising body updiiniy a request for initiation of offence
proceedings.

X1l - PUNITIVE PROVISIONS

Article 72
(Penalty of Legal Persons and Responsible Personkthe Legal Person for Severe Forms of
Offence)
1. Legal person, referred to in Article 4 of this Lastall be fined for offence in the amount
from 20.000 KM up to 200.000 KM if:
a. Fails to identify a client or if identification it done in accordance with provisions
of the article 7 of this Law;
b. Opens, issues or enables a client to have a hiddeount and other products
referred to in Article 27 of this Law;
c. Establishes a business relationship with shell asferred to in Article 28 of this
Law;
d. Allows cash payment in the amount exceeding 30KI@O0 contrary to provisions of
the Article 29 of this Law;
e.Does not inform FID or does not submit informatiaata or documentation as
defined by the Articles 30 and 31 of this Law;
f. Does not implement order of FID on temporary sasfma of transaction or does
not implement instructions issued by FID in conimttvith the order as prescribed
Avrticle 48 of this Law;
g. Does not keep information, data and documentatioaccordance with provisions
of the Article 65 of this Law at least for 10 yeafter identification, transaction or
closing of an account;
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2. For the offence referred to in paragraph 1 of #riscle a responsible person of the legal
person shall be fined from 2.000 KM to 15.000 KM.

3. For the offence referred to in paragraph 1 of thiticle a self-employed natural person
conducting activities shall be fined from 5.000 K&/120.000 KM.

Article 73
(Penalty of Legal Persons and Responsible Persorfgloe Legal Person for Minor Offence)
1. For the offence referred to in the Article 4 ofsthiaw, a legal person shall be

fined with amount from 10.000 KM to 100.000 KM if:
a.Does not obtain all required information for idénttion in accordance with
provisions of the Article 7 of this Law or if idefitation is not done as per
methods referred to in Articles 10, 11, 12, 13,18land 17 of this Law;
b.Does not re-check identification of foreign legargon at least once a year in
accordance with provisions of the Article 10 pasgdr 7 of this Law;
c.Does not forward information to FID or does notmittinformation as defined by
provisions of the Article 47 of this Law;
d.Does not ensure internal control or does not drpwa list of indicators that show
suspicious transactions within deadline or inrttenner prescribed in Articles 36
and 37 of this Law;
e.Does not appoint an authorised person and hisémutgd and to notify the FID on
such appointment as prescribed in Article 32 of tlaw;
f. Does not ensure professional training of persoimakcordance with provisions
of the Article 35 of this Law;
g.Does not keep information on authorized person #&iglher deputy, on
professional training of employees and on inteooaltrol carried out at least four
year after appointment of authorized person anthérideputy, after completion
of professional training and carrying out of intaricontrol in accordance with
provision of the Article 65 paragraph 2 of this Law
2.For a minor offence referred to in paragraph 1he$ Article, a responsible person of the
legal person shall be fined an amount from 1.000tkN.000 KM.
3.For a minor offence referred to in paragraph 1hi$ tArticle, a self-employed natural
person conducting activities referred to in Artidlef this Law, shall be fined an amount
from 2.000 KM to 20.000 KM.

Xl - JURISDICTION FOR ISSUING SUB-LEGAL ACTS

Article 74
(Sub-legal acts for Implementation of this Law)

1. The Minister will pass a decision and instructicgficed by the Articles 26, 30, 41 and 44
of this Law after consultations with FID and in amtance with international standards on
prevention of money laundering and financing ofdest activities within 3 months as of
the date of enforcement of this Law.

2. The Minister can further prescribe additional instrons on issues referred to in
paragraph 1 of this Article.

XIV - TRANSITIONAL AND FINAL PROVISIONS

Article 76
(Deadline for Development of the List of Indicator3
1. Persons under obligations are obliged to draw upstaof indicators for recognizing
suspicious transactions in accordance with promssiof this Law, not later than six
months after this Law enters into force.
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Article 76
(Implementation of other regulations)
1. If some issues are not regulated by this Lappra@priate measures of other Law
regulations shall be implemented.
2. Within the year from the date of entering ifdrce of this Law, other Law regulations,
by which this matter is governed, shall be complieith.

Article 77
(Taking out of force)
On the day of entry into force of this Law, the Law the Prevention of Money Laundering
(Official Gazette of Bosnia and Herzegovina, No/029 shall cease to be applied.
Article 78
(Entry into force)
1. This Law shall enter into force on the eight dagaits publication in the “Official
Gazette of BiH".
PABIH no. 362/09
June 18 2009, Sarajevo
Chairman of the House of Representatives
of Parliamentary Assembly of BiH
Beriz Belki¢, s.r.
Chairman of the House of Peoples

of Parliamentary Assembly of BiH

llija Filipovi ¢, s.r.

| certify herewith that this is a true and faithfidndering of the original text written in
Bosnian language.

Reg. No. 1809/2009
Sarajevo, September 18, 2 Orhan PaSalé, certified court
nterpreter for English language
Pursuant to Article 1V 4 a) of the ConstitutionBdsnia and Herzegovina, the Parliamentary
Assembly of Bosnia and Herzegovina at the sesditineoHouse of Representatives held on

24 April 2004 and at the session of the House opks held on 4 May 2004, has adopted
the
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ANNEX IV. THE LAW ON THE PREVENTION OF MONEY LAUNDE RING

In line with Article IV 4. a) of the ConstitutionfdBosnia and Herzegovina, the Parliamentary
Assembly of Bosnia and Herzegovina, during theisassf House of Representatives , held 8ro#
May 2004 as well as during the session of the Hd$eople, held on"4of May 2004, adopted

I-GENERAL PROVISIONS
Article 1

This Law shall determine measures and responghilfor detecting, preventing and investigating
money laundering and the funding of terrorist atés and shall also prescribe measures and
responsibilities for international cooperation foe prevention of money laundering and the funding
of terrorist activities.

Avrticle 2

For the purpose of this Law terms shall have thleviong meaning:

1. “Money laundering” means:

The conversion or transfer of property, when sudperty is derived from criminal activity, for the

purpose of concealing or disguising the illicit g of the property or of assisting any person

involved in such activity to evade the legal consages of his or her action;

a. The concealment or disguise of the true nature,cedocation, disposition, movement, rights
with respect to, or ownership of property, whenhsycoperty is derived from criminal
activity or from an act of participation in suchisity;

b. The acquisition, possession or use of propertyddrfrom criminal actions or from an act of
participation in such activity;

c. Participation in or association to commit, atternrtptsommit and aiding, abetting, facilitating
and counselling the commission of any of the astimentioned above.

2. “Funding of terrorist activities” means actsda$ined by criminal legislation.

3. “Transaction” means account opening, deposthdrawal, transfer between accounts, exchange of
currency, loans, extension of credit, purchaseate sf any share, stock, bond, certificate of
deposit, or other monetary instruments or investrsenurity, real estates or any other payment,
transfer, or delivery by ,through or to a natunalegial person referred in Article 3 of this Law, b
whatever means;

4. “Connected transactions” are two or more tratisas originating from or destined to an account of
a legal or natural person in which the amountshef transactions are below the amount for
conducting the identification or reporting accoglito this Law, but which together exceed the
aforementioned amount and can be considered telatd to each other due to the time span in
which they have been made, the recipient or thgir@ior of the transactions, the method of the
transactions, the reason for which the transacti@ve been made or other factors due to which
the transactions can be considered connected.

5. “Property” means assets of any kind, whetherenetor immaterial, movable or immovable and
includes the legal documents or instruments evideriitle to, or interest in such property.

6. Reference to value in “"KM” means also the egeivevalue in any foreign currency according to
the official exchange rate in use at the time efttlansaction.

7. “Cash” means coins or banknotes of Bosnia anzdg@vina or any other country, travellers'
checks, personal checks, bank checks, money omteosher forms of payment in such form that
title thereto passes upon delivery.

Article 3

(1) Measures for detecting and preventing money laumglend funding terrorist activities shall be
carried out according to this Law, when conductggdérsons under obligation as listed below.
(2) Persons under obligation are the following legal aatural persons:
1. Banks, as defined in the laws on banks,
2. Post offices,
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3. Investment and mutual pension companies andsfumatever the legal form,

4. Stock exchanges, stock exchange agencies, si@tiange agencies branches and any other
legal or natural person trading in money marketrimsents, foreign exchange, interest rate and
index instruments, transferable securities and codity futures trading,

5. Insurance and reinsurance companies,

6. Casinos, gaming houses and other organizeramég of chance and special lottery games,

7. Currency exchange offices,

8. Pawnbroker offices,

9. Lawyers, accountants, auditors and legal orrabpersons as prescribed in Article 4 of this

Law,

10. Privatization agencies,

11. Travel agencies,

12. Real estate agencies,

13. Public notaries,

14. Legal and natural persons performing the fdtgvactivities:

a) Receiving and/or distributing money or property famrmanitarian, charitable, religious,
educational or social purposes,

b) Transfer of money or value,

c) Sale and purchase of claims,

d) Safekeeping, investing, administering, managingadvising in the management of
property of third persons,

e) lIssuing, managing and performing operations withitdend credit cards and other means
of payment,

f) Financial leasing,

g) Issuing financial guarantees and other warranhedscammitments,

h) Lending, crediting, offering and brokering in negtbn of loans,

i) Underwriting, placement and brokering in insurapoécies,

j) Organizing and executing auctions,

k) Trade in precious metals and stones and produas fram these materials ,

I) Trading with works of art, boats, vehicles and raiftc

Article 4

(1) Lawyers, law firms and their staff shall comply lwihe provisions of this law when acting for, or

on behalf of clients in the planning, preparatio®xecution of transactions relating to:

a) buying and selling of real estates;

b) managing of client money, securities and othertasse

¢) management of bank, savings or securities accounts;

d) organization of contributions for the creation, igi®n or management of companies;

e) creation, operation or management of legal persoremrangements and buying and selling
business entities.

(2) Accountants, auditors, audit and accountancy fiamd their staff, and legal or natural persons
performing an audit function or performing accounaia services on behalf of a client, shall
comply with the provisions of this Law.

(3) In no event, however, shall the obligation presdilin this law apply when the person under
obligation mentioned in paragraphs 1 and 2 of friicle acquired or received the information
before, during or after judicial proceedings, othe course of ascertaining the legal position of a
client unless the person under obligation and iestiknow or should know that the client is
seeking legal advise for the purposes of moneydering or funding of terrorist activities.

Article 5

Duties related to the prevention, investigation datéction of money laundering and funding tertoris

activities prescribed in the Law on the State Itigasion and Protection Agency, this Law and other
laws, to the promotion of co-operation between autiles of Bosnia and Herzegovina, the Federation
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of Bosnia and Herzegovina (hereinafter: the FedergtRepublika Srpska (hereinafter: the RS) and
District of Brcko (hereinafter: the District) fohé prevention of money laundering and funding
terrorist activities as well as to the promotion caf-operation and exchange of information with
authorities of foreign states and internationalaoigations responsible for the prevention of money
laundering and funding terrorist activities arerigat out under the supervision of the Director o t
State Investigation and Protection Agency (herégmathe Director) by the Financial Intelligence
Department of the State Investigation and Protecigency (hereinafter: the FID).

Il - DUTIES AND OBLIGATIONS OF PERSONS UNDER OBILTEN
1. Identification

Article 6
A person under obligation shall, when identifyingleent, acquire information about a client and a
transaction according to this Law.

Article 7

(1) In addition to what is later prescribed in this Lagentification shall always be conducted when a
transaction, client or person is suspicious. Thaister competent for security of Bosnia and
Herzegovina (hereinafter: the Minister) may giveidglines as to what are indicators for
suspicion.

(2) When a person under obligation opens an accountafalient or establishes a business
relationship with a client, the person under olilmashall at the same time identify the client.

(3) The person under obligation shall be required eniifly the client during each transaction or
connected transactions of 30.000 KM or more.

(4) Insurance companies and natural and legal persokerng in the sale of life insurance policies,
shall identify the client in relation to life insamces for which individual or several instalmerfts o
the premium, that are to be paid in the period gfedr amount to 2.000 KM or more or the
payment of the single premium is 5.000 KM or mddentification shall also be performed when
individual or several instalments of the premiumbt paid in the period of 1 year increase to
2.000 KM or more.

(5) Insurance companies and natural and legal persaering in the sale of insurance policies
shall conduct the identification of the client ielation to a pension insurance, if the insurance
policy can be transferred or used as collateraldking loan or credit.

(6) Legal or natural persons performing activities ofamizing or executing of auctions or trading
with works of art, boats, vehicles or aircraftslsbanduct the identification when carrying out a
cash transaction or several connected transaatio®@.000 KM or more. The Minister may give
guidelines as to what is to be considered conndcdedactions.

(7) Casinos, gaming houses and other organizers of gafmghance and special lottery games shall
identify a customer when conducting a transactioh @0 KM or more.
(8) Identification of a client shall not be required time execution of transactions referred to in
paragraphs 2 to 6 of this Article if the client is:
1. An authority of Bosnia and Herzegovina, the Fedenatthe RS or the District or an
organization with public authorization;
2. A bank, insurance company and natural and legaoperbrokering in the sale of insurance
policies and investment and mutual pension compaaie funds whatever the legal form
with headquarters or parent institutions in a mendoeintry of the European Union or in a
country which, according to information from theDk-linternational organizations and other
competent international bodies, meets internatipredcepted standards for the prevention
and detection of money laundering and funding t&tactivities and is designated as such a
country by the Minister.
(9) The person under obligation shall conduct the ifleation of the bearer of a passbook during
each transaction performed using a passbook.
(10) The person under obligation shall terminate or Iskakline to enter into a business
relationship or to execute a transaction with obehalf of a bank incorporated in a jurisdiction in
which it has no physical presence or if identifigatcannot be conducted as prescribed by this
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Law and shall inform the Financial Intelligence Regment within the time prescribed in Article
14, paragraph 2 of this Law.

Article 8
(1) The records on the conducted identification ofntbeand transactions referred to in Article 7,
paragraph 1 of this Law shall as a minimum incltréefollowing information:

1. The company name, seat and registration numbehefldgal person having a business
relationship or conducting the transaction or & kbgal person on whose behalf a business
relation is being established or transaction isdpearried out;

2. The name, surname, permanent address, date arel gfidurth and the personal identity
number of the employee or authorized person whdedralf of a legal person is establishing
a business relationship or conducting the transactand the number and name of the
authority that issued the official personal idenéfion document;

3. The name, surname, permanent address, date arel gfldmrth and the personal identity
number of the natural person who is establishindpuainess relationship, enters the
establishment of a casino, gaming house or othecessionaire for special lottery games or
conducts the transaction, or of the natural pemsowhose behalf the business relationship is
being established or the transaction is being @adrout, and the name of the authority that
issued the official personal identification documen

4. Reasons for establishing a business relationshgpmducting the transaction and information
about the activities of the client;

5. Date of establishing a business relationship oduooting the transaction;

6. Time of execution of transaction;

7. Amount of the transaction and currency in whichtth@saction is being carried out;

8. Purpose of the transaction and the name, surnath@dudress or name of the company and
seat of the person to whom the transaction is bdiregted;

9. Manner of executing the transaction;

10.Name and surname or company and seat of the peeswling the order in case of transfers

from abroad;

11. Information about the source of money or propdrgt ts subject of the transaction; and

12.Reasons why a transaction, client or person iSGos|s;

13. Name, surname, permanent address, date and pfabirth of each natural person, who

indirectly or directly owns at least 20% of the imess share, stocks or other rights, on which

grounds he or she participates in the managemehedégal person or the funds thereof.

(2) The Minister shall give guidelines on what inforrnatmentioned in paragraph 1 of this Article
shall be included in the records on the condudedtification of clients and transactions referred
to in article 7, paragraphs 2 to 7 of this Law.

(3) The records and information referred to in Arti@® of this Law of a transport of cash and
securities across the state border shall inclueéalfowing data:

1. The name, surname, permanent address and datéaaedop birth of the natural person who
is transporting cash or securities across the btatter;

2. The name of the company and seat of the legal pessthe name, surname and permanent
address of the natural person on whose behalf @askcurities is being transported across
the state border;

3. The amount, currency, type and purpose of trarmaethd place, date and time of crossing
the state border; and

4. Information whether the transport was reported&odustoms authorities.

(4) All data, information and documentation from pelaaata records shall be forwarded to the FID
free of charge.

Article 9

(1) The person under obligation shall obtain the infation on legal persons referred to in Article 8,
paragraph 1, item 1 of this Law by an examinatiénthe original or certified copy of the
documentation from the court register or other joutdgister.
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(2) The person under obligation shall obtain the infation referred to in Article 8, paragraph 1,
items 2 and 3 of this Law from the client's offigi@rsonal identification documents issued by the
competent authorities. If it is not possible toadbtall the necessary information from the client's
submitted official personal identification documethien the missing information should be
obtained from the client’s other official persordentification documents.

(3) The person under obligation shall obtain the infation referred to in Article 8, paragraph 1,
items 4 through 11 and 13 of this Law from the artd business documentation.

(4) If it is not possible to obtain all the informatitiated in Article 8, paragraph 1 of this Law, from
the official personal documents, acts and busidessimentation, the missing information, with
the exception of the information referred to iniélg 8, paragraph 1, items 11 and 13 of this Law,
shall be obtained from the client.

(5) In the case of identification of a non-residenemwtiin accordance with Article 7, paragraphs 2, 3
when the transaction is conducted in cash, andymgshs 6 and 10 of this Law, a copy of the
client's official personal document shall also tedm

Article 10

(1) In the case of the identification referred to irtiéle 7 of this Law, a person under obligation thal
be obliged to demand from a client a statement aghether the client is acting on his own behalf
or on authorization.

(2) If a transaction is made on behalf of a client byaathorized person, a person under obligation
shall obtain the information referred to in Artide paragraph 1, items 2 and 3 of this Law from
the written authorization given by the client onosk behalf the authorized person is acting. A
person under obligation shall obtain all the ohésrmation referred to in Article 8, paragraph 1
of this Law, with the exception of the informaticeferred to in Article 8, paragraph 1, item 13 of
this Law, in the manner stipulated in Article 9.

(3) If the authorized person is performing a transactieferred to in Article 7, paragraphs 1, 3, when
conducted in cash, 6 and 9 of this Law in the nafrtbe foreign legal person, that does not or is
prohibited from performing commercial or manufagtgractivity in the country, in which it is
registered, or in cases when foreign fiduciary ionilar companies with unknown owners or
managers are involved, unless stipulated othertlieperson under obligation shall obtain the
information referred in Article 8, paragraph 1nitéd 3 of this Law, by examining the original or
certified copies of documentation of the court ségi or any other public register, that shall not
be older than 3 months. If all the information cainbe obtained from the court register or any
other public register, the person under obligatsbrall obtain missing information, data or
documentation by examining the documents and bssirdocumentation presented by the
authorized person. The person under obligationl sttgjuire the missing information, data or
documentation, which cannot be obtained for objecteasons in the aforementioned way, from
the written statement of the authorized person.

(4) A person under obligation shall, when obtaining if®rmation on the basis of the previous
paragraph, in all cases, when another legal passtime direct or indirect owner of 20% of the
businesses share, stocks or other rights of thal legrson, obtain the information referred in
Article 8, paragraph 1, item 13 of this Law forghither legal person.

Article 11

If a foreign legal person, with the exception dieimational governmental organizations, carries out
transactions, the person under obligation shalrdspiired to re-identify the client, at least once
annually, by obtaining the information specifieddan Article 8, paragraph 1, items 1 and 13 and by
acquiring new authorization in accordance with @etil0, paragraph 2.

Article 12

(1) The person under obligation may, when opening acowat or establishing a business
relationship, identify a client also in his absendevertheless, it shall indisputably establish the
client’s identity by obtaining all the informatian accordance with this Law and in the manner
regulated by the Minister.
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(2) Identification prescribed in paragraph 1 of thidiéle is possible only when the client is a non-
resident, a state body, an organization with publithorization or a person under obligation
referred to in Article 3 of this Law.

(3) With reference to the client, who is a non-residém identification on the basis of paragraph 1
of this Article may be performed only, when theenliis a citizen of Bosnia and Herzegovina or a
citizen of a country, which meets internationallycepted standards for the prevention and
detection of money laundering and funding of testaactivities and the country is designated as
such by the Minister in a manner as prescribedriitik 7, paragraph 8 of this Law.

(4) Notwithstanding paragraphs 1 through 3 of this dti the identification of the client in his
absence at the opening of an account or estalgishipusiness relationship is not permissible if
the client is a foreign legal person, that doesonghay not perform commercial or manufacturing
activity in the country, in which it is registered when foreign fiduciary or similar companies
with unknown owners or managers are involved.

2. Reporting

Article 13

(1) A person under obligation shall be obliged to famvin the FID information referred to in Article
8, paragraph 1 of this Law regarding:
1. A transaction, client or person that is suspicious;
2. A cash transaction of 30.000 KM or more;
3. Connected cash transactions which together am@u@0@ KM or more.

(2) The Minister shall further prescribe what informati data and documentation referred to in
Article 8 shall be forwarded to FID.

(3) The Minister, in consultation with the FID, sha#itdrmine the conditions under which a person
under obligation shall not be required to forwardre FID information about the transactions of
or over the amounts, mentioned in paragraph 1sit2mnd 3 of this Article, of a particular client.

Article 14

(1) In such cases as referred to in Article 13, paggra, item 1 of this Law a person under
obligation shall forward the information, data ash@cumentation to the FID immediately when
suspicion has arisen and before the transactiaonspleted and shall state the period during
which the transaction is expected to be executed.

(2) In such cases as referred to in Article 13, papdwpd, items 2 and 3 of this Law a person under
obligation shall forward the information, data alatumentation to the FID immediately after the
transaction is completed, but not later than tlliees after the completion of the transaction.

(3) The natification referred to in paragraph 1 of tAisicle may be given also by telephone, but the
FID must be notified subsequently in writing ndelathan the next working day.

(4) If, in such cases as referred to in Article 13,agaaph 1, item 1 of this Law, a person under
obligation cannot, due to the nature of the trafsacor because the transaction was not
completed or due to other justifiable reasonsaacprescribed in paragraph 1 of this Article, it
shall be obliged to forward the information, dated documentation to the FID as soon as
possible or immediately after suspicion of moneyntiering or funding of terrorist activities is
raised. The person under obligation shall explairthie report the reasons for not acting in
accordance with the provisions of paragraph hisfArticle.

3. Authorized person, training, list of indicatorsand internal control

Article 15
(1) For the purpose of forwarding information to théFind for the performance of other duties
prescribed in this Law, a person under obligatioallsappoint an authorized person. It shall also

name one or more deputies of the authorized pesswh shall notify the FID about these
appointments.

(2) The person under obligation shall be obliged to/igi® professional training for all its employees
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performing transactions prescribed in this Law,dwat internal control over the performance of
these duties and prepare a list of indicatorsdoognizing suspicious transactions.
(3) Notwithstanding paragraphs 1 and 2 of thisddtithose persons under obligation
with four or lesgmployees shall not be required to appoint an aizéba person and
shall not be required to conduct internal cards prescribed in this Law.

[l - DUTIES AND COMPETENCIES OF THE FINANCIAL INTTHGENCE DEPARTMENT

1. Money laundering detection and investigation

Article 16

The FID shall receive, collect, record, analyze aviten prescribed by this Law or other Laws
forward to a prosecutor and upon authorizationstigate and forward to another authorized official
information, data and documentation received imetance with the provisions of this Law.

Article 17

(1) If the FID suspects money laundering or fundingteforist activities in connection with a
transaction or a person, it may demand in writtenmf from a person under obligation
information listed in Article 8, paragraph 1 of ghiaw, information on property and on bank
deposits of such a person as well as all otherrimdtion, data and documents needed for
performing the duties of the FID according to tmevpsions of this law. In urgent cases the FID
may request the information, data and documentataobally and may inspect the documentation
in the premises of the person under obligation,tbetFID shall be obliged to submit a written
request to the person under obligation the follgwirorking day at the latest.

(2) The FID may request from a person under obligatidtien information, data and documentation
on the performance of the duties of the person ruobléggation as provided by this Law as well as
other information, which the FID requires to enstwenpliance to this Law.

(3) The person under obligation shall forward the infation, data and documentation referred to in
paragraph 1 and 2 of this Article to the FID withaelay and at the latest within 7 days of
receiving the request from the FID.

(4) Should a lawyer, law firm, accountant, audit compandependent auditor or legal or natural
persons be entitled according to Article 4 of thesv to decline to forward the information, data
and documentation on the basis of a request oFildefrom paragraph 1 of this Article, it shall
inform the FID in writing, in the time limit presbied in paragraph 3 of this Article on the reasons
why it has not acted in accordance with the reqoieste FID.

(5) In cases of extensive documentation or due to gtistifiable reasons the FID may upon written
request extend in writing, the deadline determiimeg@aragraph 3 of this Article and it may, in
such cases, inspect the documentation in the peerofsthe person under obligation.

Article 18

(1) In order to perform its duties according to theysins of this law, the FID may issue a written
order temporarily suspending a transaction or &etisns for 5 working days at most, if the FID
suspects money laundering or funding of terrortsivdies in connection with a transaction, an
account or a person. The FID may issue additiomstructions to the person under obligation
concerning the transaction, the suspension of taesaction, executing the transaction and
communicating with the person or persons relatatigdransaction.

(2) In urgent cases the order may be issued verbaltythie FID shall be obliged to submit a written
order to the person under obligation the followivayking day at the latest.

Article 19

(1) If the FID after issuing an order temporarily susgieg a transaction or transactions finds within
the time provided in Article 18, paragraph 1 thnegre is no longer reasons for suspicion of money
laundering or funding of terrorist activities, hal without delay inform in writing the person
under obligation, which may then execute the tretisa immediately.
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(2) If the FID does not act within the time providedArticle 18, paragraph 1 of this Law, the person
under obligation may proceed with the transactiomediately.

Article 20

(1) The FID may demand from authorities of Bosnia amazidgovina, the Federation, the RS and the
District and from other organizations with publiatleorization information, data and
documentation needed for performing the dutieshef EID according to the provisions of this
Law.

(2) Authorities and organizations with public authoti@a referred to in paragraph 1 of this article
shall allow the FID, without compensation, diretdctronic access to the information, data and
documentation.

(3) Authorities and organizations with public authoti@a referred to in paragraph 1 of this article
shall forward to the FID the data, information agmtumentation referred to in the preceding
paragraphs within 7 days of receipt of the reqifetste information is not available to the FID
according to paragraph 1 of this Article.

(4) In cases of extensive documentation or due to gtiséifiable reasons the FID may upon written
request extend in writing, the deadline determiimeg@aragraph 3 of this Article and it may, in
such cases, inspect the documentation in the pesnaisthe authorities and organizations with
public authorization mentioned in paragraph 1 & Hrticle.

2. International cooperation

Article 21

(1) The FID may request from foreign law enforcememfyspcutorial or administrative bodies,
Financial Intelligence Units and international argations engaged in the prevention of money
laundering and the funding of terrorist activitisformation, data and documentation needed for
performing the duties of the FID according to thevsions of this law.

(2) The FID may forward information, data and documinrta collected within Bosnia and
Herzegovina to foreign Financial Intelligence Unifzrovided they are subject to similar
confidentiality requirements, on their request pomiits own initiative.

(3) Prior to forwarding personal data to a foreign Rizial Intelligence Unit the FID shall obtain
assurance that the aforementioned shall use tbemation, data and documentation solely for
the purposes stipulated by this Law.

3. Notifying prosecutor

Article 22

(1) If the FID considers on the basis of informatioatadand documentation obtained under this Law
that there are grounds for suspicion of a crimofénce in connection with a transaction or a
person, it shall notify in writing and submit theaessary documentation to a prosecutor.

(2) In the notification referred to in paragraph 1 lstArticle, the FID shall not state information
about the employee or employees of the person uwthigation, which forwarded the
information according to this Law or were in anhetway involved in executing the transaction
on behalf of the person under obligation unlessetlage reasons to suspect that the person under
obligation or its employee committed a criminalesf€e or if the information is necessary in order
to establish facts during criminal proceedings.
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4. Prevention of money laundering and funding terraist activities

Article 23

The FID shall in addition to the duties mentioneevously in this Law have the following duties for

the prevention of money laundering and the fundihggrrorist activities:

1. Proposing to competent bodies changes and amensiteertgulations concerning the prevention
and detection of money laundering and funding wbteést activities;

2. Participating in drawing up the list of indicatdos recognizing suspicious transactions and a list
of countries, which apply internationally accep&tdndards for the prevention and detection of
money laundering and funding terrorist activities;

3. Participating in the professional training of thtafsof persons under obligation, authorities of
Bosnia and Herzegovina, the Federation, the RStladistrict and organizations with public
authorizations;

4. Publishing, at least once annually, statisticaadatthe field of money laundering and funding of
terrorist activities and informing in an appropeiahanner the public about the various forms of
money laundering and funding of terrorist actiatie

5. Reporting to the Minister

Article 24
The FID shall give an annual report on the genactivities of the FID and on the prevention of
money laundering and funding of terrorist actidtte the Director and the Minister.

IV - DUTIES OF OTHER AUTHORITIES UNDER THIS LAW
1. Customs administration authorities

Article 25

Customs administration authorities shall be obligedforward to the FID information on each
transportation of cash and securities in the amoiirit0.000 KM or more when crossing the state
border within 3 days of the transportation.

2. Forwarding statistical data

Article 26

(1) To enable the centralization and analysis of ahdealated to money launderimad funding of
terrorist activities, prosecutor’s offices shaliviard to the FID information on criminal offences
of money laundering and funding of terrorist ad¢iés and on minor offences as prescribed in

Articles 39 and 40 of this Law.

(2) Prosecutor’s offices shall be obliged to forwardicevannually to the FID the following
information:

1. The name, surname, date of birth and permanentessldor the name and seat of the
company against whom an indictment has been coedirfor money laundering or the
financing of terrorist activities or a request foitiating minor offence proceedings based on
the provisions of this law has been filed;

2. Place, time and manner of perpetrating the suspeciminal offence or minor offence;

3. The stage of the proceedings;

4. The amount of money or the value of other propestdyich is the subject of a temporary
seizure, an arrest in property, or confiscation thieddate of the decision.

3. Participation in the preparation of the list ofindicators

Article 27

(1) The bodies competent for regulating and supervibgks, insurance companies and lawyers as
well as other bodies competent for supervisinggesainder obligation (hereinafter referred to as
supervising bodies) shall cooperate with persordeurobligation under their supervision, in
drawing up the list of indicators for recognizingspicious transactions.
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(2) The list of indicators mentioned in paragraph ihig Article is to be submitted to the FID by the
person under obligation.

V - KEEPING AND PROTECTING INFORMATION

Article 28

The FID may use the information, data and docuntiemtabtained according to this Law solely for
the purposes stipulated in this Law.

Article 29

(1) A person under obligation and its staff shall resteral to a client or third person the forwarding to
the FID of the information, data or documentatibouwt a client or transaction or that the FID has
in accordance with the provisions of Article 18t Law temporarily suspended a transaction or
given instructions to a person under obligation.

(2) Information about a request from the FID or abomvirding information, data or documentation
to the FID and about the temporary suspensiontadresaction or about the instructions referred
to in paragraph 1 of this Article shall be officgscrets.

(3) The FID shall decide on the lifting of the classifion of the official secrecy.

Article 30

(1) When forwarding information, data and documentatiorthe FID according to this Law, the
obligation to protect bank, business and officiatrecy shall not apply to a person under
obligation, authorities of Bosnia and Herzegovitiee Federation, the RS and the District, an
organization with public authorization, a prosecut® court and their staff unless stipulated
otherwise in this law.

(2) A person under obligation or its staff shall notliaéle for damage caused to a client or to a third
person or held criminally liable due to their subsion of information, data or documentation to
the FID or due to the implementation of the FID'des to temporarily suspend a transaction or
for complying with the instructions issued in coatien with the said order in accordance with
the provisions of this Law or in accordance withulations passed on the basis of this Law.

Article 31

(1) A person under obligation shall keep informatioatadand documentation obtained on the basis
of this Law for at least ten years after identifica, completion of a transaction, closing of an
account or the termination of the validity of a traot.

(2) A person under obligation shall keep the informmatémd corresponding documentation on the
authorized person and deputy authorized personiomect in Article 15 of this Law, on the
professional training of the staff and the condwgtof internal control for at least four years afte
the appointment of the authorized person and dequityorized person and after the completion
of professional training and conducting internaitcol.

Article 32

Customs administration authorities shall keep mm@iion on the transport of cash and securities
across the state border, for a period of twelversydiaom the date the transport was made. This
information, data and documentation shall be dgsti@fter expiry of this period.

Article 33

(1) The FID shall keep information, data and documénatollected and disseminated according to
this Law for twelve years from the date it was aied or disseminated and it shall be destroyed
after expiry of this period.

(2) The records of the personal data sent abroad eeféorin Article 21 of this Law shall include the
following data:
1. The name, surname, date of birth and permanenessidr name of the company and seat of

the person whose data is being sent abroad; and

2. The name of the country and title of the authdigtyvhich the data is being sent.
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(3) The records of notifications and the informatiofereed to in Article 22 of this Law shall include
the following data:
1. The name, surname, date of birth and permanenessidr name of the company and seat of
the person in connection with whom the FID forwardenotification or information;
2. Information on the amount, currency, date or peraidexecution of a transaction, in
connection with which there exist reasons for stispiof an offence;
3. Reasons for suspicion of an offence.
(4) The FID, other authorized official or prosecutorlémot inform the person concerned that
information, data and documentation about thenbleas compiled according to this Law.

VI - INSTRUCTIONS ON THE IMPLEMENTATION OF TASKS AN D ON THE
COMPULSORY INCLUSION OF INDICATORS

Article 34

(1) The Minister shall, in consultation with the FIDdaaccording to international standards for the
prevention of money laundering and the financingesforist activities, issue the decision and
guidelines referred to in Articles 7, 8, 10, 12 ddof this Law within 3 months from the day this
Law has become effective.

(2) The Minister may further prescribe additional instions on the matters referred to in paragraph
1 of this Article.

VIl - SUPERVISION

Article 35
The FID and the supervising bodies shall coopetiatesupervising, within their individual
competencies, the implementation of the provisumfribis Law.

Article 36
(1) If the supervising bodies discover a violation redd to in Articles 39 and 40 of this Law or of
provisions of other laws, which govern the operatid persons under obligation, they shall order
the implementation of the appropriate control mess@and shall without delay notify in writing
the FID about the violations discovered.
(2) The notification referred to in paragraph 1 shadlude especially the following information:
1. Name, surname, date of birth and permanent addfebe natural person name of company
and seat of the legal person suspected of a \oolati minor offence;
2. Place, time and manner of committing the suspegtddtion or minor offence, and;
3. Information as to whether supervising bodies ordemey control measures under their
competencies.

Article 37

(1) The FID shall monitor the implementation of the \pstons of this Law by gathering and
comparing data, information and the documentatimeived on the basis of the provisions of this
Law.

(2) If the FID discovers a violation of the provisiaoisthis Law, it may:

1. Demand that the person under obligation removesithation, provided the consequences of
the violation can be eliminated subsequently;

2. Propose to supervising bodies to implement the auate control measure within their
competencies;

3. Request the competent authority to initiate mirfteree proceedings.

(3) When making the decision about the measure reféaéd paragraph 2f this Article the FID
shall take into account the circumstances undeclwtiie offence was committed, repetition of
the offence and the control measures imposed bthansupervising body on the person under
obligation.

(4) The removal of the violation referred to in pargdr2, item 1 of this Article shall be conducted
within the deadline as prescribed in Article 17,gomaph 3.
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Article 38
The FID shall notify the competent supervising baoghpn filing a request for the initiation of minor
offence proceedings.

VIIl - PENALTY PROVISIONS

Article 39
(1) A legal person referred to in article 3 of this Lahall be punished for a minor offence by a fine
from 20.000 KM up to 200.000 KM, if such a person:

1.

2.

3.

Fails to identify the client or the identificatios not performed in accordance with what is
prescribed in Article 7 of this Law;

Fails to notify or to forward to the FID the infoation, data or documentation as prescribed
in Articles 13 and 14 of this Law;

Fails to implement the FID 's order to temporasilispend a transaction or fails to implement
the instructions issued by the FID in connectiothwie order as prescribed in Article 18 of
this Law;

Fails to keep the information, data and documestigbrescribed in Article 8 of this Law for
ten years after identification, completion of ansaction, closing of an account or the
termination of the validity of a contract as présed in Article 31 of this Law;

(2) A responsible person of a legal person under diitigashall be punished by a fine from 2.000
KM up to 15.000 KM for a minor offence referreditoparagraph 1 of this Article.

(3) A self-employed natural person conducting actisitieferred to in Article 3 of this Law, shall be
punished by a fine from 5.000 KM to 20.000 KM foménor offence referred to in paragraph 1 of
this Article.

Article 40
(1) A legal person referred to in article 3 of this Lahall be punished for a minor offence by a fine
from 10.000 KM up to 100.000 KM, if such a person;

1.

No

Failed to acquire all the information required fdentification as prescribed in Article 8 of
this Law or conduct the identification in the madhmrescribed in Articles 9, 10 and 12 of this
Law;

Failed to re-identify at least once a year a fordepal person as prescribed in Article 11 of
this Law;

Failed to forward to the FID the information or fiailure to forward the information in the
manner as prescribed in Article 17 of this Law;

Failed to ensure internal control or for failuredaw up a list of indicators for recognizing
suspicious transactions within the period or in thanner prescribed in Article 15 of this
Law;

Failed to appoint an authorized person and his tyepnd to notify the FID of such
appointment as prescribed in Article 15 of this tLaw

Failed to ensure the professional training of stafprescribed in Article 15 of this Law;
Failed to keep information on the authorized perand deputy authorized person, on the
professional training of staff and the conductifignternal control for at least four years after
the appointment of the authorized person and deputiiorized person, completion of the
professional training or conducting internal coh&® prescribed in Article 31 of this Law.

(2) For a minor offence referred to in paragraph 1hi$ tArticle, a responsible person in a legal
person shall be punished by a fine from 1.000 KMaip.000 KM.

(3) For a minor offence referred to in paragraph 1hié tArticle, a self-employed natural person
conducting activities referred to in Article 3 dfig Law shall be punished by a fine from 2.000
KM to 20.000 KM.
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IX - TRANSITIONAL AND FINAL PROVISIONS

Article 41

Persons under obligation shall draw up the lisindfcators for recognizing suspicious transactions
not later than six months after the entering it@é of this Law.

Article 42
This Law shall enter into force six months afterpublication in the Official Gazette of Bosnia and
Herzegovina.

Article 43

On the day of entry into force of this Law, the Law the Prevention of Money Laundering in the
Federation of Bosnia and Herzegovina (Official Gizef the Federation of Bosnia and Herzegovina,
No. 08/00), the Law on the Prevention of Money Ldenng in Republika Srpska (Official Gazette of
Republika Srpska No. 52/01) and the Law on the €réon of Money Laundering in the Brcko
District of Bosnia and Herzegovina (Official Gaeetbf the Brcko District of Bosnia and
Herzegovina, No. 13/03) shall cease to be applied.

PA B&H number 49/04
May 04, 2004

Sarajevo

55



ANNEX V. Law on the State Investigation and Protedbn Agency

| — GENERAL PROVISIONS

Article 1

Scope of Regulation
1. This Law shall establish the State Investigatind Protection Agency (hereinafter: SIPA)
and shall regulate its competence and organisaasna policy body of Bosnia and
Herzegovina (hereinafter: BIH).
2. For all other issues relevant for the functignof SIPA as a police body, such as police
powers, working relations, education and trainirigoolice officials within SIPA, to the
extent not prescribed by this Law, the Law on Roldficials of BiH shall apply.
3. For all organizational and management issueotreat issues relevant for the functioning
of SIPA as an administrative organization, sucheaactment of Rulebook on Internal
Organization and other regulation, administrativgpesvision, relations between the
institutions of BiH and relations towards legal andtural persons, to the extent not
prescribed by this Law, the Law on Ministries antthéd Administrative Bodies of BiH and
the Law on Administration shall apply.

Article 2

Definition of SIPA
1. SIPA is an administrative organization withinetiMinistry of Security of BiH
(hereinafter: the Ministry) with operational automy established for the purpose of
performing police tasks, headed by a director andnted from the “Budget of the
Institutions of Bosnia and Herzegovina and Inteomatl Obligations of Bosnia and
Herzegovina”.
2. SIPA shall act exclusively on professional grsiand shall not be involved in furthering,
protecting or undermining the interests of any tmal party, registered organization or
association, any constituent or other people in.BiH

Article 3
Competence of SIPA

1. The tasks within the scope of SIPA’s competeree
1.1 Prevention, detection and investigation of orah offences falling within the
jurisdiction of the Court of Bosnia and Herzegov{hareinafter: the Court), especially:
organized crime, terrorism, war crimes, traffickimy persons and other criminal
offences against humanity and values protectechtgyriational law, as well as serious
financial crime;
2.2 Collection of information and data on crimiélences referred to in item 1 of this
Paragraph, as well as observance and analysescofitgesituation and phenomena
conducive to the emergence and development of grime
3.3 Assistance to the Court and the ProsecutorfcéObf Bosnia and Herzegovina
(hereinafter: the Prosecutor’'s Office) in securinfprmation, and execution of the
orders of the Court and of the Chief Prosecutdibf (hereinafter: the Prosecutor);
4.4 Physical and technical protection of persoasilifies and other property protected
under this Law;
5.5 Witness protection;
6.6 Implementation of international agreements olicp co-operation and of other
international instruments that fall within the seayf its competence;
7.7 Criminal expertise;
8.8 Other tasks as prescribed by law or other etigus.

2. SIPA shall process data and keep records inrdaooe with the Law on Police Officials

of BiH, the Law on the protection of personal dait&iH and other regulations of BiH.
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Article 4

Establishment of SIPA
1. The SIPA’s headquarters shall be in Sarajevo.
2. SIPA shall have at least two regional officethvgieats in Banja Luka and Mostar.
3. The Council of Ministers may pass a decisioatdisthing new regional offices
4. SIPA shall have departments and units.
5. In addition to the departments and units esthbtl by this Law, other organizational units
within or outside SIPA’'s headquarters may be esthétl by the Rulebook on Internal
Organisation, which shall be passed in accordante tiwve Law on Ministries and Other
Administrative Bodies of BiH.

Article 5

Working Relations within SIPA
1. Employees of SIPA are police officials, civingants and other employees in accordance
with the Rulebook on Internal Organisation.
2. Police officials are authorised officials, onagke working relations the Law on Police
Officials shall apply.
3. On working relations of other employees in pos# requiring a university degree, the
Law on Civil Service in the Institutions of BiH dhapply, while for other employees in
positions not requiring a university degree spegllations shall apply.
4. Positions of police officials and positions dfilcservants as well as of other employees
shall be regulated by the Rulebook on Internal Giggdion.

Article 6

Police Powers
Police officials employed within SIPA shall applglize powers in accordance with the Law
on Police Officials of BiH and shall act as autBed officials in accordance with criminal
procedure codes in BiH (hereinafter: criminal pawe code).

I — ORGANISATION

1. Management
Article 7

Line of Managing and Reporting
1. SIPA shall be managed by a Director of SIPA dhwfter: the Director), who has the
highest authorised police rank.
2. The Director shall have one deputy and assislaettors. The Deputy and assistant
directors are responsible to the Director for therk.
3. The Director, Deputy Director, Assistant Diractor the Criminal Investigative
Department and the Assistant Director for the haéerControl Department shall be
appointed by the Council of Ministers upon proposélthe Selection Commission in
accordance with the Law on Police Officials of B{Hereinafter: the Commission), for
mandate of four years with the possibility of reaéfor a second consecutive term.
4. The Council of Ministers shall appoint and dissnithe Director, Deputy Director,
Assistant Director for the Criminal Investigativeefpartment and the Assistant Director for
Internal Control Department under the conditiond ana procedure according to the Law
on Police Officials of BiH.
5. The Director shall be responsible for his/herknend the work of SIPA, as well as for the
situation in the fields falling within the scope &IPA’s competence, to the minister
competent for the security of BiH (hereinafter: Mmmister) and to the Council of Ministers.
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6. The Director shall submit reports on the worlStA to the Minister.

Article 8
Duties and Responsibilities of the Director
1. The Director shall:
a. Represent SIPA;
b. Develop an annual Activity Programme accordioghe guidelines formulated by the
Chair of the Council of Ministers, as well as timaal budget for SIPA and propose them to
the Minister, who shall submit them to the CouwnfiMinisters;
c. Manage and direct the implementation of theg&sling within the scope of SIPA’s
competence;
d. Ensure proper implementation of the guidelinesl alirectives of the Prosecutor
concerning the activities of police officials idaton to criminal proceedings;
e. Ensure co-operation with law enforcement agsrenel other appropriate bodies in BiH;
f. Ensure co-operation with law enforcement ancptiompetent agencies of foreign States
and implementation of other international agreement police co-operation as well as other
international instruments that fall within the seagf SIPA’s competence.
2. In addition to the duties and responsibilitieerred to in Paragraph 1 of this Article, the
Director shall also carry out other tasks, such as:
a. Proposing to the Council of Ministers the Rul@dbon Internal Organisation, other
regulation envisaged by law and regulations necgdsa the performance of tasks
within the scope of SIPA’s competence, in accordamith laws of BiH;
b. Assigning duties to assistant directors and $i@acaccordance with the law, the
Rulebook on Internal Organisation and other regarat
c. Issuing decisions on employment, deployment tanchination of employment of
the employees within SIPA, in accordance with tlasvion Police Officials of BiH
and other laws and regulations;
d. In consultation with the Minister, carrying othe procurement of weapons,
ammunition, equipment and other material resouiaethe needs of SIPA;
e. In consultation with the Minister, developingdaimplementing programs for
education and training of the employees within SIPA
f. Providing an annual Activity Report on the wahd situation in the fields falling
within the scope of SIPA’s competence to the Matistvho shall submit it to Council
of Ministers, as well as special reports when néexden the request of the Minister;
g. Submitting reports to the Parliamentary AssenabliiH, the Council of Ministers
and the Presidency of BiH, upon their request;
h. Performing other duties as prescribed by lawtber regulations.
3. The Director shall be responsible for the lawfwbrk of SIPA and for the lawful
expenditure of funds granted to SIPA from the “Betdgf the Institutions of Bosnia and
Herzegovina and International Obligations of Bosamd Herzegovina”.

Article 9

The Deputy Director, Assistant Directors and Heads
1. The Deputy Director shall be a substitute fa Director during the Director’'s absence,
shall exercise particular duties delegated to hémBy the Director and shall perform tasks
entrusted to him/her by the Director as requiredefibective and duly performance of the
work of SIPA.
2. Assistant directors and heads shall manage uepats or units that they head, and for
their work and the work of the department or the simall be responsible to the Director.
3. Assistant directors, except the Assistant Dinector the Criminal Investigative
Department and the Assistant Director for the maéControl Department, and heads shall
be appointed and dismissed by the Director, in razoe with the Law on Police Officials
of BiH.
4. Assistant directors must hold a university degre
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Article 10

Director’s Inability
1. If the Director is not able to carry out his/tduties and responsibilities, the Deputy
Director shall perform them, until the Directorable to reassume them or until the new
Director is appointed.
2. Should the Director be unable to reassume histhties and responsibilities, the
Commission shall propose to the Council of Ministercandidate for the new Director.

2. Structure

Article 11
Composition of SIPA
SIPA shall be composed of the following departmemis units:
. The Criminal Investigative Department;
2. The Financial Intelligence Department;
3. The Department for Protection of Persons ane 4
4. The Witness Protection Department;
5. The Special Support Unit;
6. The Internal Control Department;
7. Other lower organisational units established thg Rulebook on Internal
Organisation.

[

Article 12
Duties of the Criminal Investigative Department
The Criminal Investigative Department (hereinafteiD) shall:

a. Work on detection and investigation of criminaffences falling within the
jurisdiction of the Court, locating and capturinftbe perpetrators of these criminal
offences and bringing them before the Prosecutateuthe supervision of and pursuant
to the guidelines and directives issued by thedtater in accordance with the criminal
procedure code;
b. Work on prevention of criminal offences;
c. Provide operational assistance to the Finamaielligence Department;
d. Collect information and data on criminal offesc®bserve and analyse security
situation and phenomena conducive to the emergamteevelopment of crime;
e. Organise and conduct criminal expertise.

Article 13
Duties of the Financial Intelligence Department
The Financial Intelligence Department (hereinafiéD) shall:

a. Receive, collect, record, analyse, investigabel dorward to the Prosecutor
information, data and documentation received inoetance with the law and other
regulations of BiH on prevention of money laundgramd funding of terrorist activities;
b. Carry out international co-operation in the digf prevention and investigation of
money laundering and funding of terrorist actiitie
c. Provide to the Prosecutor an expert suppottarfinancial field.

Article 14

Duties of the Department for Protection of Personand Objects
The Department for Protection of Persons and Objdutreinafter: DPPO) shall provide
physical and technical protection of persons pteteander this Law (hereinafter: protected
persons), protected facilities and other proteptegerty.
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Article 15
Protected Persons
1. The protected persons shall be:
a. The members of the Presidency of BiH;
b. The Chair of the Council of Ministers;
c. The ministers of the Council of Ministers;
d. The Chair of the House of Peoples of the Padigary Assembly of BiH;
e. The Chair of the House of Representatives oPHréamentary Assembly of BiH;
f. The President of the Court of BiH;
g. The Chief Prosecutor of BiH;
h. Foreign dignitaries visiting BiH and other persas designated by the Council of
Ministers.
2. Upon justified request of the protected persefsrred to in Paragraph 1, items d), e), f)
and g) of this Article, SIPA shall provide protextifor other members of the Parliamentary
Assembly of BiH, other judges of the Court, Dep®npsecutor and other prosecutors of
BiH, upon the decision of the Director and SIPA’efpssional evaluation.
3. When the situation so requires, SIPA may proyidgection to persons employed within
the institutions of BiH, diplomatic and consularssions in BiH and persons visiting BiH,
upon the decision of the Director and SIPA’s prsi@sal evaluation.

Article 16

Protected Facilities and Other Protected Property
1. Protected shall be the facilities and other prigpfor which BiH is obligated to provide
protection according to the international or domedstv.
2. The protection for other facilities and propeshall be provided upon the decision of the
Council of Ministers.

Article 17

Duties of the Witness Protection Department
The Witness Protection Department (hereinafter: WRBall carry out protection of
witnesses in accordance with laws and other regakbf BiH on witness protection.

Article 18

Role of the Special Support Unit
1. The Special Support Unit (hereinafter: SSU) Ishssist other departments by providing
additional police tactics, equipment and persorwbken enhanced security measures must
be taken.
2. SSU shall undertake the most sophisticated celcand technical police operations,
applying police powers in high-risk situations whepecial skills, training and equipment
are necessary.
3. The use of SSU shall be approved by the Director

Article 19
Role of the Internal Control Department
The Internal Control Department (hereinafter: 1GDball be competent for:

a. Internal investigations of complaints of miscocidof the SIPA’s employees;
b. Investigations of actions involving the use oicke, especially the use of firearms,
corruption and abuse of authority by police offigjan accordance with the Law on
Police Officials of BiH;
c. Internal inspections of procedures within thepataments, in order to insure
compliance with law, rulebooks, police manuals amitten directives;
d. Professional standards and policy development.
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Article 20

Additional Duties of Each Department
In addition to the duties of departments prescribgdthis Law, each department shall
perform other duties as prescribed by the Rulelmyolnternal Organisation.

Il - OFFICIAL CO-OPERATION

Article 21

Rendering Assistance
1. The administrative and other bodies, servicas @ther institutions in BiH, Entity and
Cantonal Ministries of Interior, customs and ta¥hatities, financial police, Interpol liaison
bodies, competent bodies of theiBy District of BiH and other appropriate bodieslsba
obliged to co-operate with SIPA and upon its regiteassist SIPA in performing the duties
of its competence, and shall coordinate activitighin the scope of their competences, in
accordance with the law and other regulations @npttotection of sources, methods and
other non-public information.
2. SIPA shall be obliged to co-operate and rendsistance to the bodies referred to in
Paragraph 1 of this Article upon their request.
3. The manner of assistance and all other issugsdig the assistance and co-operation
referred to in Paragraphs 1 and 2 of this Artitiallsbe regulated by the mutual agreement
or by the other legal act, to the extent not deiteechby law.

Article 22

Duty to Inform Competent Body
1. SIPA shall be obliged to inform competent bodre8iH about information obtained in
the course of performing its duties, regarding pineparation or perpetration of criminal
offences that fall within the scope of work of thdmdies, as well as about the measures and
actions taken with the goal to prevent perpetratioto locate and capture the perpetrators
of such criminal offences.
2. Competent bodies in BiH shall be obliged to infdSIPA about information obtained in
the course of performing their duties, regarding pineparation or perpetration of criminal
offences that fall within the scope of SIPA’s congmee, as well as about the measures and
actions taken with the goal to prevent perpetratioto locate and capture the perpetrators
of such criminal offences.

Article 23

International Co-operation
1. SIPA may co-operate with foreign law enforcemmmd other foreign appropriate bodies,
for the purpose of fulfilling its tasks under tHiaw. The co-operation may include the
exchange of data and joint execution of the aatiwithat fall within the scope of SIPA’s
competence.
2. SIPA may provide foreign law enforcement anceoforeign appropriate bodies with data
on citizens of BiH based on information that thézen poses a danger to the security of
BiH, the receiving State or a broader danger t@red or global security.
3. In criminal matters, the co-operation with fgreilaw enforcement agencies shall be
conducted through the Office for Co-operation vitterpol.
4. Notwithstanding Paragraph 2 of this Article, &IBhall not provide data on citizens of
BiH unless it has reasonable assurance that tiygeetwill provide the data with the same
level of protection as provided in BiH.
5. If the data relate to the criminal proceedingstiiuted in BiH, the exchange of data
referred to in this Article shall be carried outadncordance with the criminal procedure
code.
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IV - TRANSITIONAL AND FINAL PROVISIONS

Article 24

Cessation of Previous Laws
1. On the day of the entry into force of this Lale Law on the Agency of Bosnia and
Herzegovina for Information and Protection (Officidazette of Bosnia and Herzegovina,
No. 15/02) shall cease to apply.
2. Employees, property, including liabilities, aather resources of the Agency of Bosnia
and Herzegovina for Information and Protection Islha&come employees, property and
resources of the State Investigation and Prote&gency (SIPA).

Article 25

Applicable Regulations
1. The Rulebook on Internal Organisation of SIPAllsbe passed within 30 days of the
entry into force of this Law.
2. Pending the adoption of appropriate regulatid@®A shall apply regulations issued
pursuant to the laws referred to in Article 24 libtLaw, to the extent that such regulations
are not inconsistent with this Law or the Law oni¢&Officials of BiH.

Article 26

The Appointments
1. The procedure of appointment of the Directompig Director, Assistant Director for the
Criminal Investigative Department and the Assist&itector for the Internal Control
Department shall be initiated after the expiratadndeadline of 90 days from the day of
entry into force of this Law, and shall be finatiseot later than 6 months from the day of
entry into force of this Law.
2. The appointments referred to in Paragraph hisfArticle shall become effective on the
first day after the expiration of the deadline aihénths from the day of entry into force of
this Law, during which period the Director and theputy Directors appointed pursuant to
the law referred to in Article 24, Paragraph 1 bifstLaw shall perform duties and
responsibilities pursuant to this Law.

Article 27
Entry into Force
This Law shall enter into force on the eight dajemits publication in the “Official
Gazette of Bosnia and Herzegovina”.

PA BiH No. 39/04

4 May 2004-06-18

Sarajevo
Chair Chair
of the House of Representatives of the Hodis&eople
of the Parliamentary Assembly of BiH  of thelRanentary Assembly of BiH
Martin Raguz Mustafa Pamuk
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ANNEX VI. Law on Mutual Assistance in Criminal Matt ers
CHAPTER |
GENERAL PROVISIONS

Article 1
Subject

1.The present Law governs the manner and procedutreegirovision of mutual assistance
in criminal matters (hereafter: mutual judicial issmnce or international legal assistance),
unless otherwise stipulated in an internationakagrent or an international agreement
does not exist.

2. Mutual judicial assistance shall be affordedaotordance with the provisions of the
present Law, in proceedings in respect of offeicepunishment of which, at the time of
the request for assistance, falls within the jucison of the judicial authorities of the
requesting Party.

3.Mutual judicial assistance shall be afforded, incdance with the provisions of this Law,
in proceedings before courts and administrativdaities in respect of petty offences
punishable with imprisonment or fines in accordangin the legislation of Bosnia and
Herzegovina and in the cases where in the procgedindecision of an administrative
authority can result in proceedings before a couith subject-matter jurisdiction over
criminal matters.

4 Mutual judicial assistance shall be afforded inaadance with an international agreement
in respect of international courts and other irddomal organizations Bosnia and
Herzegovina is a member of.

Article 2
Meaning of Terms and Concepts

For the purposes of this Law the terms and concyzth have the following meaning:

a."requesting State” means the State whose compatgnbrity has sent a letter rogatory;

b.“requested State” means the State whose compatehority has been sent a letter
rogatory to;

c. "sentencing State" means the State in which thieesee was imposed on a person;

d."administering State" means the State to whichsdrgenced person may be, or has been,
transferred in order to serve his sentence;

e. “National judicial authority” courts and prosecus offices that are designated by a
special law to provide international legal assistaand all authorities that can ask for
international legal assistance in accordance mithlaw;

f. “Foreign judicial authority”: foreign courts other authorities that are competent to act
in criminal and petty offences matters in accoréanith the requested State legislation;

g."Foreigner”: any person who is not a national o6Bia and Herzegovina;

h.“Criminal legislation of Bosnia and Herzegovina”:ri@inal Codes and Criminal
Procedure Codes of Bosnia and Herzegovina, ther&&ale of Bosnia and Herzegovina,
Republika Srpska and Brcko District of Bosnia aretzégovina.

Article 3
Letters Rogatory
1.A request for international legal assistance shallsubmitted in the form of a letter
rogatory.
2.The letter rogatory of a foreign judicial authoritpgether with supporting documents,
shall be accompanied by a translation into onehef dfficial languages of Bosnia and
Herzegovina. The translation shall be certifiecalourt certified translator.
3.The letter rogatory by a national judicial authgriiogether with supporting documents,
shall be accompanied by a translation into thesiaffianguage of the requested State.
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4.Unless otherwise stipulated in an internationaéagrent or provisions of the present Law,
a letter rogatory shall indicate as follows:
a.the name of the authority making the request, #s® mumber, the full name of the
requested State and the name of the requestedigyttigpossible,
b.legal grounds for the mutual assistance requested,
c.a full description of the actions requested in thgtual assistance and the cause of
submission of the letter rogatory,
d.the Legal qualification of offence and a summaryhef facts,
e.precise personal details and nationality of thesq@eithe mutual assistance pertains to
and his capacity in the case,
f.  name of the document and the name, addresgeqidrson to be served on, if it is
service of process that is requested and
g.other details that may be important for the actmbe taken at the letter rogatory.
5.A letter rogatory and the documents sent by coortsther competent authorities shall be
signed and stamped by the seal of issuing cowsthar authority.
6.1f the information indicated in a letter rogatonydasupporting documents are not sufficient,
additional information and documents can be asked f

Article 4
Communication

1.Letters rogatory by national judicial authoritidsall be sent to foreign judicial authorities
through the Ministry of Justice of Bosnia and Heména. Letters rogatory by foreign
judicial authorities shall be sent to national gidi authorities in the same manner.

2.As an exception to paragraph above, national jadauthorities can sent to foreign judicial
authorities letters rogatory directly, when the memof communication is stipulated in an
international agreement.

3.In urgent cases, when the manner of communicatsorstipulated in an international
agreement, letters rogatory can be received antl teesugh the International Criminal
Police Organization — INTERPOL.

4.In the case of communication under paragraphs Zaitbve, the national judicial authority
shall send a copy of the letter rogatory to theidig of Justice of Bosnia and Herzegovina.

5.In the case of the lack of an international agre@ra@d when an international agreements
explicitly stipulates communication through dipldmahannels, the Ministry of Justice of
Bosnia and Herzegovina receives and sends letigegary through the Ministry of Foreign
Affairs of Bosnia and Herzegovina

6.Letters rogatory can be received electronicallpyiother means of telecommunication that
produce written records when the competent forgiglicial authority is willing to send a
written notice of the manner of sending and thgioal letter rogatory at a request, provided
that this manner of delivery is stipulated in areinational agreement.

Article 5
Urgent Proceeding
1. The Ministry of Justice of Bosnia and Herzegovihalktransmit without delay any letter
rogatory to the competent national authority fotiat unless when it is obvious that the
letter rogatory is not in line with an internatibagreement and the present Law and should
be rejected.
2. In cases under Article 4(3) above, INTERPOL shedhsmit any letter rogatory to the
competent national authority through the Ministfylostice of Bosnia and Herzegovina.

Article 6
Admissibility And The Manner of Performance
1. Admissibility and the manner of performance of tngions that are the subject of a
request for mutual assistance sent by a foreigiomadtauthority shall be decided by the

64



competent national authority in pursuance of thgonal legislation, unless otherwise
determined in the present Law or stipulated inrg@rhational agreement.

2. The competent national authority shall act withdatay in compliance with the letter
rogatory.

Article 7

Delivery of A Letter Rogatory to The Competent Auttority
Where the authority which receives a request fotualuassistance has no competence to
comply therewith, it shall transmit the requestite competent authority and shall so inform
the requesting authority.

Article 8
Scope (Types)
Mutual assistance in criminal matters shall include
a.general types of legal assistance,
b.specific types of legal assistance,
1. extradition of suspects, inductees and sentenoso s
2. transfer of criminal proceedings,
3. recognition and enforcement of foreign judicial idems.

Article 9
Refusal of Legal Assistance
1. The competent national judicial authority may refasrequest for assistance:
a.if execution of the request would be in contravemtof ordre publicof Bosnia and
Herzegovina or is likely to prejudice the soverg&ygor security.
b.if the request concerns an offence which is comsttia political offence or an offence
connected with a political offence;
c.if the request concerns an offence under militavy. |
2. Crimes against humanity and other values proteictéde international law or attempted
commission of these crimes and complicity in thiees shall not be grounds for refusing
a request for assistance in the sense of para@t{i).
3. Arequest for assistance shall not be refusedusix@ly for the reason that it concerns an
offence which the national legislation treats dis@al offence.

Article 10
Grounds for Refusal of A Letter Rogatory
1. The competent national judicial auttyoshall refuse a request for assistance:

a. if the accused has been acquitted or the procestiane been terminated or if the
accused has been released from punishment or piuthishment has been executed or
cannot be executed under the legislation of theesemg State.

b. If the accused is prosecuted in Bosnia and Heregdur the same offence, unless
the execution of the letter rogatory may bring dtzdecision on release of the
accused.

c. If prosecution or execution of the punishment aszluded under the national statute
of limitations.

2. Paragraph 1(a) above shall not applyases of new proceedings being conducted in
the requesting State.

Article 11
Reasoning of Non-compliance

Reasons shall be given for any refusal of mutusitence or non-compliance with a request
for assistance.
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Article 12
Rule of Reciprocity
1. Requests for assistance by judicial authoritieshef State that Bosnia and Herzegovina
does not have an agreement concluded on mutuatasse in criminal matters shall be
executed only if, on the grounds of guaranteesthietequesting State has given, the State
may be expected to execute a similar request afidtienal judicial authorities.
2. A guarantee under paragraph 1 shall not be souwghhé service of process, decisions,
submissions and other documents.

CHAPTER I
GENERAL TYPES OF MUTUAL LEGAL ASSISTANCE

Article 13

The Concept
General types of mutual legal assistance shallid®clexecution of individual procedural
actions such as service of summons on a suspecidtused, an inductee, a witness, an
expert or other party to the criminal proceedirggyvice of documents, written materials
and other objects relevant to the criminal proaegsliin the requesting State, seizure of
objects, handing over of seized objects to the gstjug State, taking testimony from the
accused, a witness or an expert, spot examinagearch of sites and persons, confiscation
and control of delivery, surveillance and telephaapping, information and intelligence
exchange and other actions that may arise in calmpgroceedings to require mutual
assistance and are not contrary to the present Law.

Article 14

A Summons
A summons of the requesting State citing a suspleetaccused, an inductee, a witness, an
expert or other party in proceedings shall not aonta notice of penalty in the event of
failure to appear. If he/she fails to appear hesstadl not be subjected to any punishment or
measure of restraint.

Article 15
Delivery
1. Service of process shall be proved by a proof pfiee that is put together in accordance
with the legislation of the requested State. Thaopof service shall state the place and the
date of such service, the signature of the recipgendescription of other method of
delivery.
2. If service is impossible to accomplish, the rege@sbtate shall inform about it without
delay, stating the reasons that prevented thecgervi

Article 16
Protection of Withesses and Experts
1. A witness or expert with temporary or permanentideysce abroad, whatever his
nationality is, staying in the territory of Bosnéad Herzegovina on the grounds of a
summons before the national judicial authoritieallshot be prosecuted or detained or
subjected to any other restriction of his persdit@rty in respect of acts that are the
subject of the judicial proceedings where his apese has been requested or the
commission of acts anterior to his departure fromterritory of Bosnia and Herzegovina
or some earlier convictions.
2. The immunity provided for in paragraph 1 above Isbease when the witness or expert,
having had an opportunity of leaving for a periddifteen consecutive days from the date
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when his presence is no longer required by theciaidiauthorities, has nevertheless
remained in the territory of Bosnia and Herzegovina

Article 17
Protection of The Accused

1.

A person, whatever his nationality, summonefbtgethe national judicial authorities to

answer for acts forming the subject of proceedengginst him, shall not be prosecuted or
detained or subjected to any other restrictionigfoersonal liberty for acts or convictions
anterior to his departure from the territory of Biasand Herzegovina and not specified in
the summons.

Prosecution or detention or any other restricod personal liberty shall be allowed if a

summoned person, having had an opportunity of hegfdr a period of fifteen consecutive

days from the date when his presence is no loreggrired by the judicial authorities, has
nevertheless remained in the territory of Bosnid Bierzegovina, or having left it, has

returned.

Article 18
Summons And Surrender of A Person In Custody

1.

A person in custody in Bosnia and Herzegovina, whmarsonal appearance as a witness
or for purposes of confrontation, is summoned bfprgign judicial authority, can be
temporarily transferred to the requesting State.
The person shall be temporarily transferred toréggiesting State if it gives guarantees in
respect of his protection under Article 17 above gnarantees that he will be returned by
the deadline fixed.
Transfer may be refused:

a. if the person in custody does not consent;

b.if transfer is liable to prolong his detention, or

c. if there are other overriding grounds for nansferring him to the territory of the

requesting Party.
Transfer may be delayed if his presence is necesstacriminal proceedings pending
before a national judicial authority.
Transfer of a person in custody in Bosnia and Hgvma shall be decided by the
Ministry of Justice of Bosnia and Herzegovina wéhprior approval by the authority
having ordered the custody.
Transfer of a person in custody through the tewritdf Bosnia and Herzegovina by a third
State shall be granted if the person is not a natiof Bosnia and Herzegovina. The
decision shall be made by the Ministry of JustiEt®osnia and Herzegovina with a prior
approval by the Ministry of Security of Bosnia afdrzegovina.
The transferred person under paragraph 1 shallinemacustody in the territory of the
requesting Party.

Article 19
Seizure of Property

1.

Any property, documents or proceeds that were defae the purpose of evidentiary
proceedings as well as files and decisions shalhdeded over to the foreign judicial
authority at its request after the mutual assigggnoceedings have been closed in Bosnia
and Herzegovina.

If a third person who acquirdzbna fiderights, a national authority or an aggrieved party
with permanent residence in Boshia and Herzegosiaians the property, documents or
proceeds under paragraph 1 above, the propertyntgrds or proceeds shall be handed
over to a foreign judicial authority only if it primles guarantees that they will be returned
free of charge after the evidentiary proceedinge lteeen closed.
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3. Bosnia and Herzegovina may delay the handing o¥eany property, documents or
proceeds requested, if it requires them in conaeratiith pending criminal proceedings in
Bosnia and Herzegovina.

Article 20

Handing Over of Seized Property

1. Any property or proceeds having been seized inrdadprotect them, may be handed over
to a foreign judicial authority at its request aftee mutual assistance proceedings have
been closed in order to confiscate them or retuemtto an authorized person.

2. Property and proceeds under paragraph 1 abovelmihe following:

a. objects used in the commission of an offence;

b. objects resulted from the commission of an offesrctheir counter value;

c. proceeds of crime or their counter value;

d.gifts and other things given with a view to incgiran offence and giving
remuneration for an offence or their value.

3. The hand-over may be accomplished at any stadgeeafriminal proceedings, but only on
the grounds of a final and binding decision of ieeiign judicial authority.

4. Property and proceeds may be retained in Bosmidd&nzegovina for good if:

e. aggrieved party has permanent residence in Boand Herzegovina and he
should recover them;
f. the competent national authority claims the rigigrahem on behalf of Bosnia and
Herzegovina,
g. a person who was not a party to the offence amolse claims are not guaranteed
by the requesting State proves that he acquioedh fiderights over the property and
proceeds in Bosnia and Herzegovina or abroad ahd tias permanent residence in
Bosnia and Herzegovina,
h. Property and proceeds are required in connectitimpending criminal proceedings
in Bosnia and Herzegovina or in the implementatibthe measure of confiscation in
Bosnia and Herzegovina.

Article 21

Attending Actions Taken In The Mutual Assistance Povision

1.

2.

If explicitly requested by the Requesting Partyational judicial authority shall inform it
about the time and place of the execution of aletigatory.

Representatives of foreign judicial authorities cemed and parties in the criminal
proceedings and their defence attorney can attetimha taken in the execution of a letter
rogatory.

The approval for attendance by the representatvedoreign judicial authorities
concerned and other individuals in terms of panalgr2above in Bosnia and Herzegovina
shall be given by the Ministry of Justice of Bosarad Herzegovina, with a prior opinion
of the authority acting on the letter rogatory, e@vhshall be sent in written to the Ministry
of Justice of Bosnia and Herzegovina together thighnotice under paragraph 1 above.

Article 22
Delaying

1.

A national judicial authority may delay the exeoutiof a letter rogatory if it would
adversely affect the course of investigation, praden or criminal proceedings pending
before a national judicial authority, which are gented to the letter rogatory.

In the event of delaying the execution of a lettegatory, the requesting competent
foreign judicial authority shall be informed abayttogether with a statement of reasons
for delay.
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Article 23
Proceeding In A Particular Manner

1. At the request of a court or other requesting aitth@ national judicial authority can
comply with the letter rogatory in the manner citedit, provided that it is not in
contravention of fundamental principles of the leggstem of Bosnia and Herzegovina
and that the possibility is stipulated in an intgional agreement.

2. A national judicial authority shall issue a decisi@s soon as possible on a letter rogatory
of a foreign judicial authority, taking accountggfecifically fixed deadlines set forth in the
letter rogatory.

3. If a national judicial authority judges that it itot be able to comply with the letter
rogatory meeting the specifically fixed deadlingsshall promptly inform the requesting
State about it, indicating the period of time nekfte execution of the letter rogatory.

4. If a national judicial authority is not able to ex¢e the letter rogatory meeting the
requirements set forth, it shall promptly infornethequesting State about it, stating the
reasons thereof.

Article 24
Expenses
1. Execution of requests for mutual assistance sloalentail refunding of expenses except

a. Significant amounts incurred by the attendancexpées and preparation of
expert opinions
b. Amounts incurred by temporary transfer of a peiisarustody for personal
appearance as a witness or for purposes of coafrontin the requesting State and
c. Significant amounts of extraordinary expenses

2. The allowances, including subsistence, and thesliiag expenses shall be refunded to a
witness or expert, who appear on a summons of #@mnaht judicial authority, in
accordance with the national legislation.

3. The summons under paragraph 2 above shall indittete approximate allowances
payable and the travelling and subsistence expeagewdable and, if a specific request is
made, an advance payment can be approved.

4. An expert opinion can be made conditional upon adgapayment if a party in the
proceedings bears expenses of expert opinion.

Article 25
Information Given Without A Letter Rogatory

1. Without prejudice to their own investigationslariminal proceedings and under the
condition of reciprocity and without a letter rogat, national judicial authorities can send
to the competent foreign judicial authorities imf@tion about offences, which are
collected during their own investigations if theslibve that such information may help in
the institution of investigations or criminal precings or if it may result in a letter
rogatory.

2. The competent national judicial authority stk of the foreign judicial authority that has
received the information under paragraph 1 aboweftom it about actions taken on the
receipt of information and also can set other nemménts for the use of such information
in the receiving State.

Article 26

Preliminary Measures
At the request of foreign judicial authorities a@ndaccordance with the national legislation,
national judicial authority shall take preliminameasures with a view to collecting

evidentiary material and ensuring already collect@@tlence or protecting harmed legal
interests.
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Article 27
Protection of The Accused

1

. At the request of a foreign judicial authority, ténistry of Justice of Bosnia and
Herzegovina and competent national judicial authesrishall keep confidential
information contained in the letter rogatory, excapneeded for the execution.

If a request under paragraph 1 above cannot belmampith, the Ministry of Justice of
Bosnia and Herzegovina/a national judicial autiyasfiall promptly inform the foreign
judicial authority thereof..

Article 28
Delivery of Information About Convicted Foreigners

1.

As soon as a verdict becomes final and binding,cayt in Bosnia and Herzegovina shall
send information to a foreign State through theiig of Justice of Bosnia and
Herzegovina about any conviction of foreigners clatipg a form that the Ministry of
Justice of Bosnia and Herzegovina shall prescribe.

The Ministry of Justice of Bosnia and Herzegovihalspromptly transmit the

information to the convicted person’s State, untgberwise stipulated in an international
agreement.

At the request of foreign judicial authorities sy individual case, the Ministry of Justice
of Bosnia and Herzegovina shall transmit a copyenflict that they have been informed
about.

At the request of foreign judicial authorities, tMinistry of Justice of Bosnia and
Herzegovina shall transmit any other informatiamirthe criminal records.

At the request of a foreign judicial authority,@iaformation about nationals of the State
concerned, who are under investigation or agaihstmvcriminal proceedings are pending
in Bosnia and Herzegovina.

When a case involves offences of counterfeitingmafney, money laundering, illicit
production, possessing and trafficking in narcdtiags, trafficking in human beings and
other offences in respect of which the treatiesvipi® for centralized registers, the
prosecuting authority shall promptly send to thenistry of Justice of Bosnia and
Herzegovina information about the offence and ttiender, whereas the trial court shall
send the final verdict.

Avrticle 29

Crimi

nal Records of Bosnia and Herzegovina

Nationals Convicted Abroad

1.

The authorities in charge of criminal records insBia and Herzegovina shall keep
criminal records of Bosnia and Herzegovina natieného are convicted abroad, including
Bosnia and Herzegovina nationals who were bornaabro

Upon the receipt of the information about Bosnia &terzegovina nationals who are
convicted abroad but who were not born in Bosnié ldarzegovina from a foreign State,
the Ministry of Justice of Bosnia and Herzegovitelks send the information to the

Ministry of Security of Bosnia and Herzegovina, alhishall keep a central register and
promptly transmit the information to the authostia charge of criminal records.

If the information about Bosnia and Herzegovinaiaratls who are convicted abroad is
not translated into one of the official languagé8osnia and Herzegovina, the Ministry

of Security of Bosnia and Herzegovina shall proadeanslation.

Article 30
Information About The Legislation

At the request of national judicial authoritiese tiMinistry of Justice of Bosnia and
Herzegovina shall obtain from competent foreignigiad authorities pieces of legislation
that are valid or was valid in other countries dhd information about particular legal
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guestions, as needed. In the same manner the Minisfustice of Bosnia and Herzegovina
shall transmit to foreign judicial authorities pescof legislation and the information about
particular legal questions, as requested, the atitimplementing the pieces of legislation
being obligated to send the pieces of legislatiwhthe information.

Chapter llI
EXTRADITION OF SUSPECTS, INDICTEES AND SENTENCED PERSONS
FROM BOSNIA AND HERZEGOVINA TO ANOTHER COUNTRY

Article 31
Legislation Governing Extradition
1. Extradition of foreign suspects, inductees and eser@d persons from Boshia and
Herzegovina to a foreign State shall be carrieduoder the provisions of this Law, unless
otherwise stipulated in an international agreement.
2. The procedure of surrender of suspects and indaictb® are tried before international
criminal tribunals shall be defined in a separate. |

Article 32
Extraditable Offences

1. Extradition of a foreigner to a foreign State isrpissible for prosecution or execution of a
final decision on prison sentence.

2. Extradition in terms of paragraph 1 above shalytzted in respect of offences
punishable under the laws of both Bosnia and Hendag and the requesting State.

3. Extradition for prosecution is permissible only fiffences punishable with imprisonment
for a minimum period of at least one year underdhes of both Bosnia and Herzegovina
and the requesting State.

4. Extradition for execution of a final decision ongan sentence is permissible only if the
prison term or the remaining term of the prisoneece is at least four months.

Article 33
Requirements for Extradition
1. The requirements for extradition shall be as fodow
a. that a person sought is not a national of BosnibHerzegovina,;
b. that a person sought has not been granted an asylBwosnia and Herzegovina,
or that the person is not in the process of seekdytum in Bosnia and Herzegovina at
the time of the extradition request;
c. that the offence in respect of which the extiadiis requested was not
committed in the territory of Bosnia and Herzegayiagainst it or its nationals;
d. that the offense in respect of which the extraditis regarded as a criminal
offence under the national legislation as well adan the legislation of the state in
which it was committed;
e. that the offence in respect of which the extradifis requested is not a political or
military criminal offence;
f.  that the statute of limitation does not applyhwigéspect to criminal prosecution
or execution of the sentence under the nation@&l&gn before the foreigner is taken
into custody or examined as a suspect or indutheé the foreigner sought has not
been convicted for the same offence by a natiooakr that he has not been validly
released by the national Court with regard to Hrmaesoffence, unless conditions have
been met for new criminal proceedings to be coretijctor that no criminal
proceedings were instituted in Bosnia and Herzegobwgainst the foreigner for the
same criminal offense, and if the proceedings westtuted for an offense committed
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against a national of Bosnia and Herzegovina iterguired that a surety bond is
deposited to secure the damages claim of the ohjpaety;

g. that the identity of the person sought is verified;

h. that there is sufficient evidence for a suspicidrattthe sought foreigner
committed a criminal offence or that there is adsaérdict;

i. that the extradition of a foreigner is not reqedsfor the following purposes:
criminal prosecution or punishment on the grourfdsi® race, sex, national or ethnic
origin, religious belief or political views and tHais extradition is not requested on the
grounds of a criminal offence that carries a deatitence under the legislation of the
requesting State unless the requesting State hmsdprguarantees that no death
sentence shall be imposed or executed.

Article 34
Request for Extradition

1.

2.

3.

6.

The procedure for the extradition of foreign suspeinductees or sentenced persons shall
be initiated upon request of a foreign state.
The request for extradition shall be submitted digko diplomatic channels or directly to
the Ministry of Justice, if so stipulated in anemiational agreement.
If reciprocity is agreed on with the requested &ttie request shall be submitted through
diplomatic channels.
The request for extradition shall be accompanieddbguments stipulated in a bilateral
agreement between the requesting State and Bosdidlerzegovina or a treaty that is
mandatory for the two States.
Unless otherwise stipulated in the internationakament, the following documents shall
be required to support the request for extradition:
a.items for establishing the identity of the suspeéntjuctees or sentenced person
(precise description, photographs, fingerprints)gtc
b.certificate of citizenship of the foreigner, if tiperson is a national of the requesting
State, or data on citizenship of the foreignethé person is a national of another State;
c.the text of the article from the criminal code bé trequesting State for the offense in
respect of which the extradition is requested,
d.the original or an authenticated copy of the verdicthe person is convicted, or
original or an authenticated copy of the indictmanthe warrant of arrest or other order
having the same legal effect, stating all information the offence committed , the
offender’s identity and evidence for probable cause
If the request and supporting documentdeurparagraph 3 above are in a foreign

language, a certified translation into one of tffecial languages in Bosnia and Herzegovina
shall be enclosed, unless otherwise stipulated intarnational agreement.

Article 35
Procedure Upon A Request for Extradition

1.

2.

Upon receipt of a request, the Ministry of Justafe Bosnia and Herzegovina shall
promptly deliver the request to the Prosecutor'c@fof Bosnia and Herzegovina.

The Prosecutor's Office shall examine whether thquest for extradition has been
submitted in line with Article 43 above and, if éstablishes that the request is not
complete, it shall request the Ministry of JustideBosnia and Herzegovina to inform the
competent authority of the requesting State to kentbe shortcomings.

If the Prosecutor’s Office of Bosnia and Herzegavihat the requesting State has sent
complete extradition documentation, it shall prdmptansmit it to the Court of Bosnia
and Herzegovina for decision-making.

Article 36
Deprivation of Liberty
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A person sought shall be deprived of liberty ongh®unds of international arrest warrant or
on the grounds of request of the requesting Stasecordance with the provisions of the
present Law.
Article 37
Procedure Before A Preliminary Proceedings Judge
1. After a person sought is deprived of liberty on greunds of arrest warrant issued by
INTERPOL Sarajevo on the grounds of internatiomegst warrant of the requesting State
or on the grounds of request of the requestingeSta¢ shall be brought before the
preliminary proceedings judge who shall advise hwwvithout delay, after having
established the person’s identity, why and on vwewadence his extradition is requested
and invite him to give his defence.
2. The preliminary proceedings judge shall instruet prerson under paragraph 1 of his right
to retain a defence attorney of his choice aneitlbes not do it, the Court will appoint a
defence attorney at no cost if his case is an offevhere a defence attorney is mandatory
in accordance with the criminal legislation of Biasand Herzegovina.
3. Arrecord of the questioning and defence stated bbeahade.

Article 38
Remanding A Sought Person In Custody

1. If an extradition request fulfils the requiremeuntsler Article 34(5) above, the preliminary
proceedings judge shall issue an order to detanfdheigner, on the proposal of the
Prosecutor’s Office, in the following cases:

a. if there is a risk of his absconding the extriaditproceedings or extradition
itself;

b.if there are circumstances suggesting that theopessught will destroy, conceal,
alter or falsify evidence or clues important to tnieninal proceedings;

c.if particular circumstances indicate that the persought will hinder the criminal
proceedings or extradition proceedings by influegcwitnesses, accessories or
accomplices.

2. The custody shall last until the decision on extrad has been enforced but no longer
than another six (6) months.

3. The custody shall not be ordered if it is cleamrirthe request itself that extradition is
uncalled-for.

4. If the circumstances warrant it, the competent ttean take, instead of custody, other
measures to ensure the presence of the foreigner.

5. When custody is ordered in accordance with promsiof paragraph 1 above, the
preliminary proceedings judge shall inform abouttlite Ministry of Bosnia and
Herzegovina in order to inform the foreign State.

6. The preliminary proceedings judge shall order far foreigner to be released when the
reasons for custody cease to exist or if an exteadrequest is not submitted within 30
days of placing the foreigner in custody.

7. The foreign State shall be informed about the tiimét- under paragraph 1 above, which
can be extended at the request of the foreign @iatethe custody can be extended
accordingly but not more than 10 days.

8. If a person sought is in custody on some otherrgisuthe deadlines under paragraphs 6
and 7 above shall start running on the date detemnin a decision on custody with a
purpose of extradition issued by the Court of Basmd Herzegovina.

9. When an extradition request is not submitted witthie deadline set, the preliminary
proceedings judge shall order for the foreigndrdaeleased.

Article 39
Procedure In Cases Involving Bosnia And Herzegovinilationals
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If, acting on the grounds of international arresirnant of a foreign State and viewing the
existing data base of nationals or in some othgr, WiTERPOL Sarajevo ascertains that
the person is a Bosnia and Herzegovina nationahatl inform the requesting State,
which issued the international arrest warrant &ddBRPOL headquarters that it is not
possible to extradite its own national or issuareutar arrest warrant in the territory of
Bosnia and Herzegovina with the purpose of hisagliiion to a foreign State.

Together with the notification under paragraph aéve) INTERPOL Sarajevo shall inform
the foreign State that the competent authoritieghef State can transfer the criminal
proceedings to the competent authorities of BoanchHerzegovina.

INTERPOL Sarajevo shall inform the Ministry of Bagnand Herzegovina about an
international arrest warrant issued by a foreigateStvith the purpose of his extradition to
the foreign State.

If INTERPOL Sarajevo cannot ascertain that a persmumght by a foreign Country is a
Bosnia and Herzegovina national, and the CourtasdniBa and Herzegovina consequently
ascertains that the person placed in custody Wwétptirpose of his extradition to a foreign
State is a Boshia and Herzegovina national, theopeshall be promptly released, unless
the requirements for transfer of criminal procegdito Bosnia and Herzegovina or other
circumstances warranting a transfer of the pemsoanother competent authority for
prosecution that is in charge of Bosnia and Herziegoauthorities are met.

Article 40
Provisional arrest of a sought foreigner

1.

In case of urgency, when there is a risk of a sbyghson escaping or hiding, at the
request of the competent authority of the requgstmate, regardless of the form of
request, the competent law enforcement authoriife®osnia and Herzegovina shall
deprive the person of liberty and bring him befarpreliminary proceedings judge in the
Court of Bosnia and Herzegovina with a view to ded@ the request for provisional
arrest.

The request for provisional arrest shall be accongohby documents verifying the
identity of the sought person, arrest warrant deeptdocument with similar legal effect,
the name of offence in respect of which provisicaraést is requested and a statement that
it is intended to send a request for extradition.

After bringing the person sought and hearing hhm, ireliminary proceedings judge shall
deciding the request for provisional arrest.

If the request of the requesting State for provial@rrest of the person sought is granted,
the requesting State shall be informed about @ugh the Ministry of Justice of Bosnia
and Herzegovina.

Provisional arrest shall not last longer than 1psda

The time-limit under paragraph 5 above can be eddérat the request of the foreign State
but it shall not, in any event, exceed 40 days ftbendate of such arrest.

If the requesting State does not submit an extediequest and documentation within
the deadline set, the Court of Bosnia and Herzegoshall order for the foreigner to be
released.

If a person sought is in custody on some othermgtsuthe deadlines under paragraphs 5
and 6 above shall start running on the date ofsét®tion custody issued at a request for
provisional arrest.

If a person sought is realized due to the failareneet the deadlines under paragraphs 5
and 6 above, extradition custody shall not be edlesn the grounds of a request for
provisional arrest; it can be ordered only on thaugds of extradition request instead.

Article 41
Investigative Actions and transmitting of the file to a Panel of the Court of Bosnia and
Herzegovina
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1.

When the preliminary proceedings judge has headPtbsecutor and defense attorney, he
shall also, as appropriate, carry out other ingasitte actions in order to establish if the

conditions have been met to extradite the foreigmaurrender the objects on which or by

way of which the offense has been committed, iE¢hebjects have been seized from the
foreigner.

Upon execution of investigative actions, the prafeny proceedings judge shall deliver

the files on the investigation, along with his apim to a Panel of the Court of Boshia and

Herzegovina.

If criminal proceedings against the foreigner sduagle pending at a national Court due to
the same or another offence, the preliminary prdiogs judge shall indicate that in the

files.

Article 42
Decision on requirements for extradition

1.

Deciding an extradition request of a foreign Statextradition proceedings the Court of
Bosnia and Herzegovina shall decide whether leggalirements for extradition are met or
not.

If extradition is requested concurrently by moraritone State, the Court of Bosnia and
Herzegovina shall make its decision on each indaidequest having regard to whether
legal requirements for extradition are met or notless the Minister of Justice has not
already issued a (procedural) decision on exti@ditin the grounds of an earlier decision
of the Court of Bosnia and Herzegovina.

Article 43
Decision Establishing fulfilment of the Requiremets for Extradition

1.

If the Panel of the Court of Bosnia and Herzegoviaa found that legal requirements for
the extradition of the foreigner have been fuldlllé shall confirm that by way of a
(procedural) decision.

The foreigner shall have the right to appeal su@trecedural) decision to the Appellate
Division Panel of the Court of Bosnia and Herzegawithin 3 days of receipt of the
(procedural) decision.

The Appellate Division Panel of the Court of Bosaral Herzegovina shall decide the
appeal against the (procedural) decision undergpapa 1 above by way of a (procedural)
decision.

If deciding the appeal against the (procedural)silee under paragraph 1 above the
Appellate Division Panel of the Court of Bosnia a&telzegovina finds that the appeal is
not sustainable and that legal requirements foe#iadition of the foreigner have been
fulfilled or if an appeal is not lodged against {peocedural) decision, the file shall be
transmitted to the Minister of Justice to issuprag¢edural) decision on extradition.

Article 44
Decision Refusing Extradition

1.

If the Panel of the Court of Bosnia and HerzegoViaa found that the legal requirements
for extradition have not been fulfilled, it shaBsue a decision that the request for
extradition has been rejected. This decision dhaliransmitted to the Appellate Division

Panel of the Court of Bosnia and Herzegovina, whsbtlall, upon having heard the

Prosecutor of Bosnia and Herzegovina, confirm, kevar alter the decision.

If the foreigner is in detention, the Panel of theurt of Bosnia and Herzegovina may
decide that h shall remain in detention until tleeision rejecting the extradition becomes
final and binding.

The final and binding decision rejecting the exitiad shall be delivered through the

Ministry of Justice of Bosnia and Herzegovina te fbreign state.

If the extradition is rejected due to the reasomgdeun Article 33(a) and 33(b) above, the
decision rejecting the extradition shall also, tbge with all available documentation and
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without delay, be transmitted to the competent &wowr in Bosnia and Herzegovina for
possible transfer or institution of the criminabpeedings, which the Ministry of Justice of
Bosnia and Herzegovina shall be informed of.

In any case under paragraph 4 above the compatesgditor shall inform in written the
Ministry of Justice of Bosnia and Herzegovina aldfustdecision within 30 days of issuing
a final decision to reject an extradition requedtereas the notification shall contain an
enumeration and explanation of reasons for noritirisig criminal proceedings in Bosnia
and Herzegovina and when a notification of theitusdn of criminal proceedings in
Bosnia and Herzegovina against the person is sddifional information and evidence
can be asked of the foreign State.

The requesting State shall be informed about thts fander paragraph 5 above by the
Ministry of Justice of Bosnia and Herzegovina.

Article 45
Issuing of the Final Decision on Extradition

1.

If the Panel of the Court of Bosnia and Herzégm has found that legal requirements for
extradition of the foreigner have been fulfilledtea having viewed the entire extradition
documentation, the Minister of Justice of Bosniad aderzegovina shall issue a
(procedural) decision granting or not grantingekgadition.

The (procedural) decision under paragraph 1 afstrall not be appealed or challenged in
an administrative dispute.

the Minister of Justice can reject extraditibit is requested with regard to the offence
punishable with imprisonment of up to three yeardhie national legislation or if the
foreign court imposed a prison term of up to onarye

In the event of the Minister of Justice of Bi@sand Herzegovina rejecting extradition of
the person whose extradition the Court of Bosni@ ldarzegovina has granted in a final
decision finding that that legal requirements fatradition of the foreigner have been
fulfilled, the Prosecutor’s Office of Bosnia andrizegovina can institute an administrative
dispute.

Article 46
Postponed surrender

1.

After a decision on the request for extraditicas made, the Minister of Justice of Bosnia
and Herzegovina may postpone the surrender of ¢hgop sought while the person is
prosecuted in Bosnia and Herzegovina for anothiemoé or in order o serve the prison
sentence he received in Bosnia and Herzegovina.

The Minister of Justice of Bosnia and Herzegavinay decide to temporarily surrender
the person sought, whose surrender was postpamede trequesting State, as needed in
urgent procedural actions, if this will not harne ttriminal proceedings pending before a
national court and if the requesting State givesrguiees that it will continue keeping this
person in custody while staying in the State antlirme him back to Bosnia and
Herzegovina at the time determined by the Minisfedustice of Bosnia and Herzegovina
on a proposal of the Court of Bosnia and Herzeguovin

Article 47

Rule of specialty
The Minister of Justice of Bosnia and Herzegowhall specifically state in the
(procedural) decision on granting extradition tbkofving:

1.

2.

3.

A person who has been extradited shall notrbsgeuted for any offence committed prior
to his surrender;

that he shall not be subjected to the enforo¢mmiea sentence for another criminal offense
committed prior to the extradition;

that a sentence more severe than the sentertwasireceived, including death penalty,
shall not be applied to him;
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4.
5.

that, if he was trieth absentia he shall be tried ia trial de novo

that he shall not be extradited to a third doufor prosecution for a criminal offense
committed prior to the extradition or for enforcerhef a prison sentence imposed prior to
the extradition.

Apart from the reasons above the Minister of JesbicBoshia and Herzegovina may also put
forward other conditions for extradition in accanda with the present Law and an
international agreement.

Article 48
Procedure in Case of Conflicting requests

1.

3.
4,

If extradition is requested concurrently by morarttone State, either for the same offence
or for different offences, the Minister of JustweBosnia and Herzegovina shall make its
decision having regard to all the circumstancesespcially the relative seriousness and
place of commission of the offences, the respectates of the requests, the nationality of
the person sought, better opportunities for somdiabilitation and the possibility of
subsequent extradition to another State.

If the requesting State made requests for samienilas offences, some of which does not
fulfil requirements in regard to the level of serde under Article 32(3) and 32(4) of the
present Law, extradition may be granted in respktiiese offences too.

The decision under paragraphs 1 and 2 shall bemeds

While making the decision under paragraphs 1 anthe€,consent may be given to the
requesting State that the person sought might trergilered to another State requesting
his extradition.

Avrticle 49
Re-extradition to a third state

1. The requesting Party shall not, without the consdrihe requested State, surrender to a
third State a person and sought surrendered tetheesting State.

2. Giving consent under paragraph 1 above shall irchubmitting a request for consent and
supporting documents by the State the sought pewsgnextradited to and conducting of
the statutory proceedings for extradition of forgigs from Boshia and Herzegovina in
accordance with the provisions of the present Law.

3. The decision giving consent to surrender to a tBitate a person and sought surrendered
to the requesting State shall be issued by the stéiniof Justice of Bosnia and
Herzegovina.

Article 50
Delivery of the decision and Surrender of the persoto a foreign State

1. The decision of the Minister of Justice of Bosma &lerzegovina granting extradition of
a foreigner shall be sent to the requesting State.

2. The decision granting extradition of a foreignealsbe sent to INTERPOL Sarajevo and
the Border Police of Boshia and Herzegovina.

3. INTERPOL Sarajevo shall agree on details of reibmaof extradition with INTERPOL
of the requesting State and the extradition, igagport and surrender of the person sought
to authorized officials of the requesting Statelldtea done by the Border Police of Bosnia
and Herzegovina, with assistance of INTERPOL Samje

4. Surrender of the person whose extradition has gesrted shall happen within 30 days of
the issue of decision of the Minister of Justicdotnia and Herzegovina granting
extradition.

5. If the requesting State fails to take over the gerahose extradition has been granted
within 5 days without any sound reason, he shatebeEased.

6. The time-limit under paragraph 5 above may be elddrio 15 days at an explicit and

justified reason of the requesting State.
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7. While agreeing on details of surrender and takingr f the person sought, INTERPOL
Sarajevo shall advise INTERPOL of the requestirgeSof the effects of failure to take
over and the deadlines under paragraphs 5 andv abo

Article 51

Simplified Extradition Procedure

1. Any person sought may give consent to surrendéreoequesting State in a simplified
procedure, without full extradition proceedingsriEat out, and may waive the rule of
specialty.

2. While hearing a person sought, the preliminary pegings judge shall advise him of the
possibility of simplified surrender procedure ungaragraph 1 above and its effects.

3. The consent and the waiver under paragraph 1 ajwlebe entered in the record taken
by the Court of Bosnia and Herzegovina.

4. The consent and the waiver under paragraph 1 adiwlkbe irrevocable.

5. The competent court shall inform about the consestrrrender in a simplified procedure
the Ministry of Justice of Bosnia and Herzegovimhich shall promptly inform the
requesting State about it. In this case the remgeState is not obliged to send an
extradition request.

6. The simplified extradition procedure has the saegall effects and is subject to the same
requirements, which the requesting State shalldraed about.

Article 52

Re-extradition

1. If a person who was extradited to the requestirageSth some way absconds prosecution
or serving the sentence in the requesting Statggatslto come to the territory of Bosnia
and Herzegovina may be extradited if the requesinswed.

2. For the purpose of paragraph 1 above, the reqge$Siate is not obliged to send
supporting documents with the extradition request.

Article 53

Extradition proceedings after the expiry of a deadhe for submission of extradition
documentation

If the requesting State does not send an extradi#quest and supporting documents within
the time-limit set by the Court of Bosnia and Hg@éna, the Court may decide to carry out
the extradition proceedings.

Article 54
New Extradition Proceedings

1.

If, from the time when the Court of Bosnia and Hgavina issued a final decision to the
time when the Minister of Justice of Bosnia and Z¢govina issued a decision on
extradition, the circumstances with regard to savhehe requirements for extradition
under article 33 above changed, the Minister ofida®f Bosnia and Herzegovina shall
transmit the entire documentation to the Court o$fBa and Herzegovina and ask for new
extradition proceedings in accordance with the gmesaw in order to find whether the
legal requirements for extradition are fulfilled.

If the Minister of Justice of Bosnia and Herzegavissued a decision on extradition and
the circumstances with regard to some of the requents for extradition under Article 33
above changed before extradition, the Ministerustide of Bosnia and Herzegovina shall
rescind his decision and transmit it to the CodrBosnia and Herzegovina and ask for
new extradition proceedings in accordance withpresent Law in order to find whether
the legal requirements for extradition are fulfille
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3. On the grounds of a decision issued by the CouRasiia and Herzegovina in repeated
proceedings, the Minister of Justice of Bosnia kletzegovina shall issue a decision on
extradition.

Article 55
Search of persons and sites and seizure

1. At the request of the requesting State, thertCouBosnia and Herzegovina shall order
search of the sought person, who is deprived drtjb search of sites and seize of
property.

2. Property found on the sought person, who igideg of liberty, shall be handed over to
the requesting State at its request:

a. which may be required as evidence, or
b.which has been acquired as a result of the offandewnhich, at the time of the arrest,
is found in the possession of the person sougist discovered subsequently.

3. The property mentioned in paragraph 1 of thigcla shall be handed over even if
extradition, having been agreed to, cannot be edwut owing to the death or escape of
the person sought.

4. When the said property is liable to seizure anmfiscation in the territory of Bosnia and
Herzegovina, the latter may, in connection withgieg criminal proceedings, temporarily
retain it or hand it over on condition that it &urned.

5. The provisions of this Article are without prdjce to the ownership rights and other rights
over the property.

CHAPTER IV

PROCEDURE OF EXTRADITION FROM ANOTHER STATE TO BOSN IA AND
HERZEGOVINA

Article 56
Request for extradition from a foreign State
1. If criminal proceedings are pending in Bosnia aretZzégovina against a person who is in
a foreign State or if a national court has impasegntence on a person who is in a foreign
State, the Minister of Justice of Bosnia and Heoxéta may submit a request for
extradition of the person upon a reasoned propogahe authority conducting the
proceedings or authority in charge of the executibsentence.
2. The request shall be communicated to the Ministrgharge of justice in the requested
State through the diplomatic channel or directy, provided for in an international
agreement.

Article 57
Request for provisional arrest
1. In case of urgency, when there is a risk of a sbpgtson escaping or hiding, the Minister
of Justice of Bosnia and Herzegovina may request the requested State the provisional
arrest of the person sought before sending a reépresxtradition.
2. The request for provisional arrest shall be accongoh by documents verifying the
identity of the sought person, arrest warrant beotlocument with similar legal effect, or
a final verdict if the trial of case has been firdd, the name of offence in respect of which
provisional arrest is requested and a statementittha intended to send a request for
extradition.
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Article 58
Guarantees for an extradited person

1. If a sought person is extradited to Bosnia and éfpozina, prosecution for another
offence or execution of a sentence for anothemo#eshall not be permissible, except for
the offence that is the subject of extradition esjuand if the sought person waives the
immunity and the requested State did not makedralition.

2. If extradition of a sought person to Boshia andzdgovina is granted conditional upon
the legal nature and duration of the penalty that be imposed or executed and the
conditions are accepted by the requesting authdtigy competent court in Bosnia and
Herzegovina shall be bound by the conditions wimiposing a sentence, and when it is
execution of already imposed sentence in questi@ncourt of last instance shall modify
the sentence and bring the imposed sentence iwithehe conditions of extradition.

3. If extradition of a sought person to Boshia andzdgovina is granted conditional upon
the type of custodial institution where he is toveethe sentence and the conditions are
accepted by the requesting authority, the compedeattiority that sends the sentenced
person to serve his prison term shall be boundite the conditions of extradition into
account in terms of the type of custodial instantivhere he is to serve the sentence.

4. If the extradited person was held in detentioa foreign country in respect of the offence
he is extradited for, the period of detention sha#l credited against the term of
imprisonment he received.

Article 59

Expenses
Expenses incurred by reason of extradition gratadglosnia and Herzegovina shall be borne
from the budget funding the authority that requetste extradition and the expenses shall be
planned and paid by the Ministry of Justice funéledn the budget and in the case of Brcko
District it shall be the Judicial Commission of BocDistrict.

CHAPTER V

TRANSPORT OF A FOREIGNER THROUGH THE TERRITORY OF B OSNIA
AND HERZEGOVINA

Article 60
Request for Transit through the territory of Bosnia and Herzegovina
1. If a request for extradition is filed by a fape State to another State and the person
sought is to be transported through the territdrasnia and Herzegovina, at the request
of a State concerned, the Minister of Justice ofrii®m and Herzegovina may grant a
request for transit of a sentenced person throtggteiritory, provided that the sentenced
person is not one of its nationals and that thena# for which the sentence was imposed
is not an offence under its own law.
2. Any request for transit shall contain all infation under Article 35(5) above.
3. Under the rule of reciprocity, any expensesuired by reason of transit of a sentenced
person through the territory of Bosnia and Herzagmghall be borne from the budget of
Bosnia and Herzegovina if the transit is carriedgiand.

CHAPTER VI

ENFORCEMENT OF FOREIGN CRIMINAL JUDGMENTS

Article 61
General provisions
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1.

2.

3.

A national court shall comply with a requestitoé sentencing State for enforcement of a
criminal judgment only if it is provided for in anternational agreement and shall enforce
a final judgment concerning a criminal sentencedsagl by a foreign court in the manner
that it shall render a judgment imposing a sentencaccordance with the criminal
legislation of Bosnia and Herzegovina.
A foreign criminal judgment may be enforced iagh a national of Bosnia and
Herzegovina and persons who are permanent residestterritory.
A foreign criminal judgment imposing a custodiehalty may be enforced:
a. Atthe requested of a sentencing State whesghtenced person is not accessible in
the State and he is a national of Bosnia and Hexzeg and a permanent resident in its
territory or he is only a permanent resident irtetsitory and
b. At the requested of a national of Bosnia and Hg¥ia who is serving a custodial
penalty the sentencing State for transfer to Bosmid Herzegovina to serve the
remaining term of sentence imposed on him in tiéeseing State.

Article 62
Requirements for the transfer of enforcement of adreign criminal judgment

1.

2.

Unless otherwise stipulated in an internatiomgleement, a foreign criminal judgment
shall be enforced provided that:
a. the judgment is final and enforceable and issued bympetent judicial authority
in the sentencing State;
b. the acts or omissions constitute offences accordmghe law Bosnia and
Herzegovina;
c. the sentenced person still has at least six maofthise sentence to serve at the
time of submission of the request;
d. the sentenced person has given consent;
e. afinal judgment against the sentenced personsipect of the same acts has not
been delivered in Bosnia and Herzegovina or crinpnaceedings against the sentenced
person in respect of the same acts has not beelingen Bosnia and Herzegovina or he
has not been acquitted of the charges;
f. under the laws of the sentencing State or Bosnid Berzegovina, the
enforcement is not barred by time limitations.
A foreign criminal judgment shall not be erted:
a. If itis in contravention of fundamental principle$ the legal system of Bosnia
and Herzegovina or commitments Bosnia and Herzegolias overtaken signing an
international agreement and
b. If, in the opinion of the Bosnia and Herzegovinsuiag authority, the offence in
respect of which the enforcement is requestegislifical or military criminal offence.

Article 63

Subject-matter and territorial jurisdiction of a court in deciding a request
Subject-matter and territorial jurisdiction of aucbin Bosnia and Herzegovina over a case
under a request for recognition and enforcemera &reign criminal judgment shall be
determined in the same manner as over the patticulainal case if it was conducted in
Bosnia and Herzegovina.

Article 64

Documentation enclosed with a request for enforcemé by the sentencing State
If an international agreement provides for the iBgarpossibility to make other requirements
apart from the agreed ones in regard to the doctatien accompanying a request for
enforcement, the sentencing State shall submiblleving:

a. the original or a duly certified copy of the fijatlgment with an execution clause
stamped,;
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b. Details of the sentenced person, including, beghi® personal details, his
citizenship, permanent residence, the place df bisst permanent residence and other
information that can be relevant to determiningspliction of a court to decide the
request;

c. Information about the sentence imposed, includingtaiement certifying any
period of provisional detention already served my part of the sentence which has
already been enforced and

d. the text of the legal provisions applied in theecas

Article 65
Procedure on a request for recognition and enforceemt of a foreign criminal judgment filed by
a foreign State

1.

When the Ministry of Justice of Bosnia and Herzegavreceives a request for
recognition and enforcement of a foreign criminadlgment, it shall transmit it together
with supporting documents to:
- The Court of Bosnia and Herzegovina if offencekudader jurisdiction of the Court
of Bosnia and Herzegovina;
- The competent Entity Ministry of Justice or the idiadl Commission of Brcko
District of Bosnia and Herzegovina if offences fafider jurisdiction of the courts in
Entities or the Court of Brcko District of BosniacdaHerzegovina.
Upon receipt, the competent Entity Ministry of Jeestor the Judicial Commission of
Brcko District of Bosnhia and Herzegovina shall suuit it together with supporting
documents to the competent court for adjudication.
If the competent court finds that a request isaambmpanied by necessary documentation
in accordance with an international agreement erpifesent Law, it shall ask through the
Ministry of Justice of Bosnia and Herzegovina frélne competent authorities of the
sentencing State to complete it.
Where the court which receives the documentatiodsfithat it lacks jurisdiction, it shall
transmit the request together with the documenidtiothe court with subject-matter and
territorial jurisdiction and shall so inform the Mstry of Justice of Bosnia and
Herzegovina.
If the sentencing State fails to provide the retpeeslocumentation within 3 months, the
request and the documentation shall be returndtiecsentencing State, the sentencing
State being entitled to re-submit the request watimplete documentation.

Article 66
Defense attorney

Throughout the proceedings, the person against whienenforcement of a criminal
judgment is requested has the right to retain araef attorney of his choice and if he does
not do it, the Court will appoint a defence attgria¢ no cost if his case is an offence where
a defence attorney is mandatory in accordance thihcriminal legislation of Bosnia and
Herzegovina.

Article 67
Issuing a judgment

1.

2.

3.

A Panel of the competent court consisting of thpgsges shall decide a request for
recognition and enforcement of a foreign criminglgment in non-trial proceedings.

The Prosecutor, the sentenced person and his @éeéttacney shall be informed about the
session of the Panel.

While deciding a request, the court shall be bdupthe findings as to the facts insofar as
they appear explicitly or implicitly in the judgmtehanded down in the sentencing State
and shall render its own judgment stating theredidition and the name of the court from
the foreign judgment and shall determine the pgngfbunding the decision on penalty on

82



a penalty laid down by the law of Bosnia and Heafga and the reasons thereof shall be
entered in the reasoning of the judgment.

4. A recognized foreign criminal judgment shall beanéd in the same manner as if issued
by the court that has recognized it.

5. The court shall not aggravate by its nature or tihumathe penalty imposed in the
sentencing State.

Article 68
An appeal against the decision

1. The Prosecutor, the sentenced person and his @eétorney may file an appeal against
the judgment under Article 67 above within thregd8ys from the day the judgment was
received.

2. An appeal against the judgment issued on a redaestcognition and enforcement of a
foreign criminal judgment shall be decided by a dbtan charge of deciding appeals
against judgments in accordance with the relevaotigions of the Criminal Procedure
Code applied by the particular court.

Article 69

Delivery of a final decision
A final decision issued on a request for recognitémd enforcement of a foreign criminal
judgment shall be transmitted through the Minigtfylustice of Bosnia and Herzegovina to
the sentencing State and the sentenced person.

Article 70
Consequences of transfer

1. If enforcement of a foreign criminal judgment isrsferred, the enforcement of the
judgment in the sentencing State shall be susperaed the enforcement shall be
continued in Bosnia and Herzegovina.

2. Any application for new criminal proceedings shbk decided exclusively by the
sentencing State.

3. Both the sentencing State and Bosnia and Herzegawviay grant amnesty, pardon or
commutation of a penalty or sanction.

4. If the judgment that is a request of the sentenS&itage based on is subsequently rescinded
or modified, the competent court in Bosnia and gavina shall conduct, at the request
of the sentenced person, new proceedings of reboigrand enforcement of a foreign
criminal judgment and decide on the remaining tefrprison sentence to be served on the
grounds of the new judgment of the sentencing State

5. If the sentenced person absconds the enforcem&usnia and Herzegovina, the right of
enforcement shall revert to the sentencing Stake 3entencing State shall promptly
inform Bosnia and Herzegovina about such circuntgsin

6. The sentencing State and Bosnia and Herzegovink igfiarm each other about the
circumstances under paragraph 5 above.

Article 71

Mandatory notification
Bosnia and Herzegovina shall inform the sentenSitage about any circumstances with regard
to amnesty or pardon.

Article 72
Request of a judicial authority of Bosnia and Herzgovina for recognition and enforcement of a
criminal judgment issued by a national court
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At the request of a national authority in chargehaf enforcement of criminal sentences, the

Ministry of Justice of Bosnia and Herzegovina shetjuest of a foreign State the recognition

and enforcement of a criminal judgment issued hgitéonal court:

a. if Bosnia and Herzegovina cannot ensure the enfioece of the criminal judgment issued
by the national court and

b. if the transfer of enforcement warrants expectatiohbetter social rehabilitation of the
sentenced person.

Article 73
The manner and procedure of filing a request
1. A request for the enforcement of a criminal judgmissued by a national court to be
submitted to a foreign State shall be accompanieddzumentation provided for in an
international agreement and, in any event, by decuation provided for in Article 64

above.
2. The language of the request and supporting docwarisrdetermined in an international
agreement.
Article 74

Consequences of transfer of enforcement of a judgmeissued by a national court
If the enforcement of a criminal judgment issueddlyational court is transferred to a foreign
State, the enforcement of the sentence in BosrdaHmmzegovina shall be suspended on the
date of commencement of enforcement in the adrennigt State.

Article 75
Consequences of transfer of enforcement in case a@hodification or termination of the
enforcement of a criminal judgment
1. If, after the enforcement of a criminal judgmersiuied by a national court was transferred
to the administering State, the enforcement of $keatence has been modified or
terminated in Bosnia and Herzegovina, the adndrirgj State shall be notified thereof..
2. If a sentenced person absconds the enforcemenhdanatiministering State, which

recognized a criminal judgment issued by a natiooart, the enforcement shall resume in
Bosnia and Herzegovina.

CHAPTER VII

TRANSFER OF SENTENCED PERSONS FROM A FOREIGN STATETO BOSNIA
AND HERZEGOVINA

Article 76
General provisions
1. A Bosnia and Herzegovina national serving his prisentence in a foreign State may be
transferred to Bosnia and Herzegovina, at his palscequest, in order to serve the
remaining term of sentence imposed on him in theido State.
2. Transfer of a sentenced person, a Bosnia and Herzegnational, shall be carried on
only with approval of the sentencing State, proglidbat the sentenced Bosnia and

Herzegovina national has given consent and thadtiiehas at least six months of the
sentence to serve.

Article 77
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Procedure of deciding requests of Bosnia and Herzegina sentenced nationals for transfer to
Bosnia and Herzegovina in order to serve the remaing term of sentence imposed on them in
the Sentencing State

1. With regard to the manner and procedure of issairtcision on a request of a Bosnia
and Herzegovina national for transfer to Boshia Haizegovina in order to serve the
remaining term of sentence imposed on him in tideseing State, Articles 65, 66, 67 and
68 above shall apply analogously.

2. After a national court has issued a decision t@geize a foreign court judgment in
criminal matters, it shall be sent to the senterqeron in the sentencing State and the
competent authorities of the sentencing State.

3. After the sentenced person has signed the prosénfice, the proof of service shall be
returned to the issuing Court.

4. After the decision has become final and the commpetathorities of the sentencing State
has approved it, the transfer from sentencing StatBosnia and Herzegovina shall be
carried on.

CHAPTER VI

TRANSFER OF SENTENCED PERSONS FROM BOSNIA AND HERZEGOVINA TO A
FOREIGN STATE

Article 78
Procedure of deciding requests of foreigners for ainsfer to the State whose nationals they are in
order to serve the remaining term of sentence impesl on them in Bosnia and Herzegovina

1. A foreign national serving his prison senteimcBosnia and Herzegovina in accordance
with a national court’s decision, may file a requesserve the sentence imposed on him in
the foreign State whose national he is.

2. The correctional institution where a sentenced iforenational is serving his prison
sentence shall inform the person about the poggilbd serve the sentence imposed on
him in the foreign State whose national he is.

3. The request under paragraph 1 above shall beilddthe correctional institution where
a sentenced foreign national is serving his prisamence.

4. The correctional institution shall complete the wilmentation to accompany the request in
pursuance of an international agreement obligatoryBosnia and Herzegovina and the
administering State, that is in pursuance of Aetié4 above and send the completed
documentation to the Ministry of Justice of Bosaial Herzegovina.

5. With regard to the persons sentenced by Entityrok@®District courts, the request under
paragraph 1 shall be filed through the Entity Mirés of Justice and the Judicial
Commission of Brcko District respectively.

6. The Ministry of Justice of Bosnia and Herzegovimalssend the request to the State
where the sentenced person wants to serve thensente continue serving the sentence,
whose national he is.

Article 79

Issuing a decision on transfer of a foreigner
If the State whose national is a sentenced perpproeges his transfer, the final decision on
transfer shall be issued by the Minister of JustifeBosnia and Herzegovina with prior
approval by the Entity Ministries of Justice and tludicial Commission of Brcko District for
judgments issued by Entity and Brcko District ceusspectively, whereas in the case of the
Court of Bosnia and Herzegovina judgments, the #fami of Justice of Bosnia and
Herzegovina shall issue a decision solely on tbermps of the judgment of this Court.

Article 80
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Place, time and manner of surrender
The time, place and date of taking the sentencesopefrom Bosnia and Herzegovina in
charge of the administering State or from the senbg State in charge of Bosnia and
Herzegovina and the manner of his transport stalbadreed between INTERPOL Sarajevo
and INTERPOL of that State; while the transfer kbal carried on by the Border Police of
Bosnia and Herzegovina with assistance of INTERS@tajevo.

Article 81
Expenses of transfer

1.

Any expenses incurred in the transfer of sex@@npersons shall be borne by the
administering State, except expenses incurred sixelly in the territory of the sentencing
State.

Any costs incurred in the bringing of the persehose transfer is granted in Bosnia and
Herzegovina shall be borne from the budget fundmeg Court that issued the decision
enabling the transfer of the sentenced persontendxpenses will be planned and paid by
the Ministry of Justice funded from the budget &amthe case of Brcko District it shall be
the Judicial Commission of Brcko District.

In the event of the agreed transfer from theesering State to Boshia and Herzegovina
not being carried out for any reason, any expeimesred shall be borne by a budgetary
beneficiary in pursuance of paragraph 2 above.

CHAPTER IX

TRANSFER OF CRIMINAL PROCEEDINGS

Article 82
Transfer of criminal proceedings to a foreign State

1. If a foreigner who has permanent residence foraign State is suspected of having
committed an offence in the territory of Bosnia a&tetzegovina, the criminal file may be
transmitted with a view to transferring prosecutam trial to the State, if the State does
not oppose it.

2. Transfer of prosecution and trial is not pesitile if a foreigner may be subjected to
unfair trial, inhuman or degrading treatment oripbment.

3. The Prosecutor shall make a decision on transfeproceedings before bringing an
indictment. After bringing an indictment and befgiging the files to a judge or a panel of
judges to schedule a hearing, the decision shath&ge by the preliminary proceedings
judge on a proposal of the Prosecutor.

4. After the beginning of trial, a decision onriséer of proceedings shall be made by the
trial judge or panel of judges on a proposal ofRhesecutor.

5. Proceedings may be transferred when the casdves an offence under jurisdiction of
the court that is punishable by a period of upetoytears’ imprisonment, unless otherwise
stipulated in an international agreement.

6. If the injured party is a national of Bosniadarderzegovina, the proceedings may not be
transferred if he opposes it, unless a surety wpssited against the damages claim of the
injured party.

Article 83
Letter rogatory for Transfer of criminal proceedings from a foreign State

1. Arequest fotransfer of criminal proceedings shall be filedhwét foreign State in a form
of letter rogatory.

2. Unless otherwise stipulated in an internatiagieement, &etter rogatory fotransfer of

proceedings shall contaimter alia, the personal details of the suspect/inductee, his
citizenship, permanent residence, a descriptioncamdification of the offence committed
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and a reasoned explanation of the reason for &amgj the proceedings to the requested
State.

3. The request and supporting documents shallrdeslated into the language of the
requested State, unless otherwise stipulated intamational agreement.

Article 84
Procedure of handling a Letter rogatory for Transfa of criminal proceedings from a foreign
State filed by a national judicial authority

1. A request of a national judicial authority for tef@r of proceedings from a foreign State
together with the criminal file shall be transnitt® the Ministry of Justice of Bosnia and
Herzegovina.

2. If the case being transferred falls under jurigdictof an Entity judicial authority or a
judicial authority of Brcko District of Bosnia artderzegovina, the request under Article
83 above together with the criminal file shall b&nsmitted to the Ministry of Justice of
Bosnia and Herzegovina through the Entity Minigtrief Justice or the Judicial
Commission of Brcko District of Bosnia and Herzeigay

3. Upon receipt of the request for transfer of proasgsifrom a foreign State, the Ministry
of Justice of Bosnia and Herzegovina shall trangmdigether with the criminal file to the
competent judicial authority of the requested Statel ask it to give a feedback on the
decision on the request issued by the competeitigliduthority of the requested State.

4. If, upon receipt of the request for transfer ofqaedings, the Ministry of Justice of Bosnia
and Herzegovina finds that the request is not cetapbr translated into the language of
the requested State, if so provided in an inteonati agreement, the competent authority
shall be requested to remove the shortcomings m@idays.

5. If the competent authority fails to remove the stmmings within the deadline set in
paragraph 4 above, the request and the documensdiasl be returned to the authority.

Article 85
Transfer of criminal proceedings from a foreign Stade at the request of the foreign State

1. Upon a request for transfer of proceedings fromdbwapetent judicial authority of the
requesting State, the competent judicial authasityBosnia and Herzegovina may take
over proceedings in cases provided by law and iim@nnational agreement.

2. The competent judicial authority of Bosnia and Hgavina may take over proceedings
involving offences committed abroad in respect dfich extradition from Bosnia and
Herzegovina is not permissible at the request &raign State, if the foreign judicial
authority requesting extradition states that il wdt prosecute the person sought for the
same offence once the person is finally convictedhe competent judicial authority of
Bosnia and Herzegovina.

3. Upon receipt of a request for transfer of procegsliinom a foreign State, the Ministry of
Justice of Bosnia and Herzegovina shall transnbdt it

- The Prosecutor's Office of Bosnia and Herzegovihaoffences fall under

jurisdiction of the Court of Bosnia and Herzegoyina

- The competent Entity Prosecutor’s Office through Emtity Ministry of Justice if

offences fall under jurisdiction of the courts intles and

- The competent Prosecutor’'s Office of Brcko Disto€tBosnia and Herzegovina
through the Judicial Commission of Brcko Distridt Bosnia and Herzegovina if
offences fall under jurisdiction of the Court of dRo District of Boshia and

Herzegovina.

4. If a damages claim of the injured party is filedygther with a request for transfer of
proceedings from a foreign State, it shall be meed as if filed with the court.

Article 86
The content of the Letter rogatory for Transfer of criminal proceedings
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1. A request fortransfer of proceedings from a foreign State shkalitain all elements
stipulated in an international agreement, if any.

2. Arequest for proceedings under paragraph 1 skadidscompanied by the criminal file and
all pieces of evidence and the text of the legalvisions applied in the case in the
requesting State.

Article 87
Procedure at the request of a foreign State for Tnasfer of criminal proceedings from the State
1. The competent Prosecutor shall make a decgsiamansfer of proceedings from a foreign
State.
2. If prosecution is transferred, the criminal ggedings shall follow the criminal procedure
codes of Bosnia and Herzegovina.
Article 88
Validity of evidential actions
Any evidential action, taken by judicial authoritief the requesting State in accordance with
its law and regulations, shall have the same wglidi Bosnia and Herzegovina as actions
taken in accordance with its law and regulationdess this is in contravention of the
fundamental principles of the national legal systerstandards under human rights treaties.

Article 89
Refusal of transfer of criminal proceedings

1. The requesting State shall be informed aboutdatision refusing a request for transfer
of proceedings and about the final decision issn¢de criminal proceedings.

2. If arequest for transfer of proceedings frém tequesting State is refused, the competent
Prosecutor shall give a reasoned explanation foreafor the refusal, and transmit it
together with the case file to the Ministry of Jostof Bosnia and Herzegovina for
returning it to the requesting State.

Article 90
Consequences of transfer of proceedings to a natiarjudicial authority

1. Consequences of transfer of proceedings framwdhuesting State at its request to Bosnia
and Herzegovina are stipulated in an internatiagatement, if any.

2. In case of lacking an international agreemeahsequences of transfer of proceedings
from the requesting State at its request to Bosrid Herzegovina are such that
prosecution of the person for the offence concestall be suspended in the requesting
State from the date of making a decision to semelgaest until the date of Bosnia and
Herzegovina making a decision to take over thequraton.

3. It shall be considered that the requesting $taseabandoned prosecution of a person:

a.if the requested competent authority in Bosnia &tetzegovina definitely
terminates the criminal proceedings due to insigificevidence or because the act
is not an offence;

b.if the inductee is acquitted in a final decision;

c. if the decision issued by a court in Bosnia &fetzegovina is enforced or
enforcement is not permissible by law or due talparor amnesty orders or the
statute of limitations of either Bosnia and Heragga or the requesting State
applies.

4. The right of prosecution and enforcement ofjjuént shall revert to the sentencing State:
d. If Bosnia and Herzegovina informs the requesttate that it will not take
over the proceedings;
e.If Bosnia and Herzegovina refuses a request ofdgfaesting State to take over
the proceedings;

f.  If Bosnia and Herzegovina informs the requestitate that it withdraws the
decision granting the transfer of proceedings terisand Herzegovina;
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g.If the requesting State withdraws a request befbeecompetent authority in
Bosnia and Herzegovina decides the request oftiigessting State.

Article 91
Information on the status of criminal proceedings
1. The authority that took over the criminal predimgs in Bosnia and Herzegovina, i.e. the
authority conducting the criminal proceedings insBia and Herzegovina, shall give
information about the status of criminal proceediagthe request of the requesting State.
2. When the criminal proceedings is closed, thehauty that took over the criminal
proceedings shall notify the requesting State atf@ibutcome of the proceedings through
the Ministry of Justice of Bosnia and Herzegovind &ransmit the final and binding court
decision at the request of the requesting State.

CHAPTER X
FINAL PROVISIONS

Article 92

Cessation of validity of the provisions of CriminalProcedure Code
Chapters Thirty and Thirty One of the Criminal Redare Code of Bosnia and Herzegovina
shall cease from application on the affective détidis Law.

Article 93

Implementing regulations (Statutory instruments)
The Ministry of Security of Bosnia and Herzegovatall enact implementing regulations on
the criminal records where sentences imposed alwpaBosnia and Herzegovina nationals,
who were not born in Bosnia and Herzegovina, gbalfecorded, within three months of the
affective date of this Law.

Article 94

The criminal record template for sentences imposedn foreigners in Bosnia and Herzegovina
The Minister of Justice of Bosnia and Herzegovihallsenact a criminal record template for
recording sentences imposed on foreigners in BasmdaHerzegovina within thirty days of the
affective date of this Law.

Article 95

Relevant application of other regulations
Relevant provisions of the Criminal Procedure Cod&sminal Codes, the Law on Petty
Offences and the Law on Courts shall be appligtiéanatters that concern mutual assistance
in criminal matters and are not specifically re¢edbin the present Law.

Article 96

Transitional provision
The extradition proceedings pending on the affectiate of this Law shall be completed in
pursuance of Chapter Thirty One of the Criminaldedure Code of Bosnia and Herzegovina.

Article 97

Entry into Force
This Law shall enter into force on the eighth ddypablishing in the “Official Gazette of
Bosnia and Herzegovina”.

Pursuant to Article IV 4 a) of the Constitution &osnia and Herzegovina, the
Parliamentary Assembly of Bosnia and Herzegovinatha 7%' session of the House of
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Representatives held on 7 March 2006 and at tfes&8sion of the House of Peoples held on
27 March 2006,

Adopted
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ANNEX VII. Law on Application of Certain Temporary Measures in Support of
Effective Implementation of the Mandate of the Inteénational Criminal Tribunal for the
Former Yugoslavia, and Other International Restricve Measures

CHAPTER |. BASIC PROVISIONS

Article 1

(Subject and Purpose of the Law)
1. This Law regulates the application of internadilorestrictive measures that, in accordance
with the international law, Bosnia and Herzegovigaplies against states, international
organisations, territorial entities, movements atunal and legal persons, and other subjects
covered by the international restrictive measures.
2. This Law specifically regulates the introductiand application of certain temporary
measures aimed to temporarily prevent any usejal@n or other disposal of property of
persons indicted in front of the International Tial for the Prosecution of Persons
Responsible for Serious Violations of Internatioklmanitarian Law Committed in the
Territory of the Former Yugoslavia since 1991 (irsteort form: International Criminal
Tribunal for the former Yugoslavia; hereinafter:TC), who are not available to that
tribunal and their assistants in evading availgbib that tribunal
3. The purpose of this Law is to regulate in Bosara Herzegovina the manner of
implementation of United Nations Security Counesolutions or European Union decisions
that foresee international restrictive measuregjqodarly United Nations Security Council
Resolution 1503 (2003) through the application eftain measures in support of effective
implementation of the ICTY mandate.

Article 2

(International Restrictive Measures)
1. International restrictive measures include aemdbargo, complete or partial restrictions
on import or export, restrictions on admission iatocountry, financial restrictions, and other
measures in accordance with international law.
2. Bosnia and Herzegovina applies internationdtiotise measures due to implementation
of decisions of the United Nations, which are birgdunder the international law, or when it
joins the restrictive measures of the European mioin other cases in accordance with
international law.
3. The Council of Ministers of Bosnia and Herzegavi(hereinafter. the Council of
Ministers) shall decide on the manner of introdugtiimplementation and termination of
international restrictive measures not specificafigulated by this Law, after consultation
with the Presidency of Bosnia and Herzegovina (hefter: the Presidency).
4. The provisions of Chapters Il and Il of thiswahall apply to financial restrictions
against persons other than persons indicted int fobrthe ICTY but unavailable to that
tribunal and their assistants, unless otherwisésaged by international law.
5. As soon as international restrictive measuresdatermined, the Ministry of Foreign
Affairs of Bosnia and Herzegovina (hereinafter: Mmistry of Foreign Affairs) and the
Directorate for EU Integrations of the Council ofriiéters (hereinafter: the Directorate for
EU Integrations) shall inform the Council of Mirést and the Presidency.

Article 3
(Definition of Terms in the Law)
Particular terms used in this Law shall have thie¥ong meaning:

a. Indicted person is a person against whom thietmdnt has been brought in front of
the ICTY and who is not available to that tribunal.
b. Assistant to an indicted person is any naturdegal person for which grounds for
suspicion exist for providing assistance to andtetl person in evasion of availability to
the ICTY, including marital or extramarital partpnérst-line blood relative, brother or
sister, adoptive parent or adopted child and therital or extramarital partner. An
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assistant is also a defence lawyer, medical damtoeligious confessor of an indicted
person, if there are grounds for suspicion thatsstance such a person provides to an
indicted person is not the assistance within thepecof professional service, but an
assistance in evading availability to the ICTY.
c. Funds mean financial assets and benefits of/dwed, such as:
1. cash, cheques, claims on money, drafts, mondgrerand other payment
instruments,
2. deposit with financial institutions or other iéies, balances on accounts,
debts and debt obligations;
3. securities subject to stock exchange or othge tf trade, such as stocks or
shares, certificates, bonds and other kinds ofrg&s)
4. interest, dividends and other income on or valceruing from or generated
by assets,
5. credit, right of set-off, guarantees and otlerfcial commitments,
6. letters of credit, bills of lading, bills of al
7. documents evidencing an interest in funds arfanal resources,
8. any other instrument of export financing.
d. Economic resources mean assets of every kinétheh tangible or intangible,
movable or immovable, which are not funds but caruged to obtain funds, goods or
services.

CHAPTER Il. TEMPORARY FINANCIAL MEASURES AGAINSRSNS INDICTED IN
FRONT OF ICTY AND THEIR ASSISTANTS
Article 4
(Types of Temporary Financial Measures under this bw)
1. Temporary measures, which are applied pursoahig Law, with the aim to temporarily
prevent any use, alienation or other disposal operty, are:
a. freezing of funds; and
b. freezing of economic resources.
2. Freezing of funds is preventing any move, transdlteration, use of, access to, or dealing
with funds in any way that would result in any carin their volume, amount, location,
ownership, possession, character, destinationhar @hange that would enable the funds to
be used, including portfolio management.
3. Freezing of economic resources is preventing tise to obtain funds, goods or services
in any way, such as their selling, hiring or modigg.

Article 5
(Features of Temporary Measures)
1. The application of temporary measures of fregzih funds and freezing of economic
resources shall entail that:
a. All funds and economic resources belonging t@wened, possessed or held by
the person against whom the measures are apptialdl pge frozen;
b. No funds or economic resources shall be madiabig directly or indirectly, to
or for the benefit of the person against whom tleasares are applied; and
c. Activities the object or effect of which is, datly or indirectly, to consciously
circumvent the measures referred to in sub-paragrap and b) of this paragraph
shall be prohibited.
2. The provision of sub-paragraph b) of paragraphspall not apply to the addition to
frozen accounts of interest or other earnings @sdhaccounts, or payments due under
contracts, agreements or obligations that wereladaed or arose prior to the beginning of
enforcement of the decision on application of messuagainst the particular person,
provided that any such interest, other earningspayinents continue to be subject to sub-
paragraph a) of paragraph (1) of this Article.
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3. Provision of sub-paragraph b) of paragraph (l}hcs Article shall not prevent the
crediting of the frozen accounts by financial ingtons that receive funds transferred by
third parties to the account of the person agaisim the measures are applied, provided
that any such additions to such accounts will Bksérozen.

Article 6

(Obligation to Deliver Information)
1. Natural and legal persons, organisations, bodie$ institutions shall without delay
deliver to the Ministry of Security of Bosnia anceidegovina (hereinafter: Ministry of
Security) any information on the enforcement of dleeision on application of the measures
against the particular person, such as informatioaccounts and amounts frozen, and shall
co-operate with the Ministry of Security in any ifieation of this information.
2. The financial institutions shall especially info the Ministry of Security about
transactions referred to in Article bgatures of Temporary Measujgsragraph (3) of this
Law.
3. The Ministry of Security may use the informatifioom this Article only for the purpose
for which the information was provided.

Article 7

(Keeping Records)
1. The Ministry of Security shall establish and fxeecords on persons against whom
international restrictive measures or temporary suess under this Law have been
introduced.
2. The data from records shall be available tatigins of Boshia and Herzegovina and
other institutions or bodies that require suchrimfation in the scope of their competency or
to perform authorised activities. The regulations grotection of personal data and on
protection of secret data shall apply.
3. Upon request, the Ministry of Security shall\pde data from records to the United
Nations and the European Union.

Article 8

(Exceptions for Living Expenses)
1. By way of derogation from Article 3-éatures of Temporary Measujgsaragraph (1) of
this Law, the Court of Bosnia and Herzegovina (imafter: the Court of BiH) shall
authorise the release of certain frozen funds on@mic resources or the making available
of certain frozen funds or economic resourcest dfetermines that the funds or economic
resources concerned are necessary for basic lffenses, including payments for food-
stuffs, rent or lease or mortgage for the livinggal, medicines and medical treatment, taxes,
insurance premiums, and public utility charges.
2. By way of derogation from Article 5, paragrafd) 6f this Law, the Court of BiH may
also authorise the release of certain frozen fumdgconomic resources or the making
available of certain frozen funds or economic reses, if it determines that the funds or
economic resources concerned are:
a. intended exclusively for payment of reasonabtggssional fees and reimbursement of
incurred expenses associated with the provisidag#l services; or
b. intended exclusively for payment of fees or mervcharges for routine holding or
maintenance of frozen funds or economic resoumnres;
c. necessary for extraordinary expenses.
3. When deciding pursuant to paragraphs (1) anaf(2his Article, the Court of BiH may
determine conditions under which it authorisesrillease or making available of funds or
economic resources.
4. The Court of BiH shall inform the Ministry of 8ty of any authorisation granted under
this Article no later than eight days prior to tiranting of authorisation.
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5. The Ministry of Security shall inform the comget bodies of international organisations
and of states that apply the same restrictive measagainst the same persons of any
authorisation granted under this Article.

Article 9
(Exceptions for Certain Obligations)
1. By way of derogation from Article 3-éatures of Temporary Measujgsaragraph (1) of
this Law, the Court of BiH may also authorise tledease of certain frozen funds or
economic resources, if the following conditions iaret:
a. if the funds or economic resources became abjgcobligation under a judicial,
administrative or arbitral decision prior to thegbming of implementation of the
decision on application of measures against aquéati person; and
b. if the funds or economic resources will be usedlusively to satisfy such a
obligation; and
c. if a judicial, administrative or arbitral de@si has not been rendered for the benefit
of a person against whom the temporary measuréeeding of funds and economic
resources are applied; and
d. if recognising such an obligation is not contrar the legal system of Bosnia and
Herzegovina.
2. The Court of BiH shall inform the Ministry of 8grity of any authorisation granted under
this Article no later than eight days prior to tiranting of authorisation.
3. The Ministry of Security shall inform the comget bodies of international organisations
and of states that apply the same restrictive measagainst the same persons of any
authorisation granted under this Article.

CHAPTER lll. IMPOSING TEMPORARY FINANCIAL MEASURBSPERSONS INDICTED IN
FRONT OF ICTY AND THEIR ASSISTANTS

Article 10

(Application to Indicted Persons)
1. Temporary measures of freezing of funds andre¢zing of economic resources of
persons indicted by the ICTY but unavailable ta thunal shall be applied in Bosnia and
Herzegovina.
2. The list of persons referred to in paragraph fL}his Article against whom certain
measures apply, imposed by the United Nations @ HBuropean Union, including
amendments thereto, shall be applied in Bosnia ldazegovina, in accordance with
paragraph (3) of this Article.
3. The Council of Minister shall render a decisiommoducing the temporary measures from
paragraph (1) against persons indicted in frorthefICTY but unavailable to that tribunal,
on the basis of the list from paragraph (2) of #iscle, and shall publish it in the “Official
Gazette of BiH".
4. Against the decision of the Council of Ministeeferred to in paragraph (3) of this
Article, a procedure in front of the Court of BiHagnbe initiated.
5. The Ministry of Foreign Affairs and the Direcébe for EU Integration are obliged to
immediately inform the Council of Ministers abobietimposition of the list of persons from
paragraph (2) of this Article.

Article 11

(Application to Assistants)
1. Temporary measures of freezing of funds andreézing of economic resources of
assistants of persons indicted in front of the ICHM unavailable to that tribunal shall be
applied pursuant to the Criminal Procedure CodeBo$nia and Herzegovina (“Official
Gazette of BiH", 3/03, 32/03, 36/03, 26/04, 63/A8/05 and 48/05; hereinafter: the
Criminal Procedure Code).
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2. In accordance with paragraph (1) of this Articgainst assistants of persons indicted in
front of the ICTY but unavailable to that tribunéile Chief Prosecutor of Bosnia and
Herzegovina (hereinafter: the Prosecutor) proceegarticular under Article 35Rights and
Dutieg and Article 216 Qrder for Conducting an Investigatipof the Criminal Procedure
Code. To issuing and enforcing of temporary measagainst these persons, Article 65
(Order for Seizure of ObjedtsArticle 66 Seizure without the Seizure Warrprarticle 72
(Order Issued to a Bank or to Another Legal Pejsmmd Article 73 Temporary Seizure of
lllicitly Gained Property and Arrest in Propeityas well as other provisions of the Criminal
Procedure Code shall apply.

3. When the United Nations, another internation@anisation or the European Union
decide on application of certain restrictive meastwwards a citizen of Bosnia and
Herzegovina, or towards another person but inioglatith the existence of grounds for
suspicion that a criminal offence was perpetratethe territory of Bosnia and Herzegovina,
the Prosecutor proceeds under Article 35 and 246vedl as under other provisions of the
Criminal Procedure Code, as soon as he becomesg dwarthe restrictive measure has been
imposed.

4. Provisions of this Article shall not influendeetimplementation of the decision of the
United Nations, which Bosnia and Herzegovina israbto implement under international
law, nor shall it affect the international obligais of Bosnia and Herzegovina (Article 2,
International Restrictive Measures

Article 12
(Obligations of Institutions)
1. In accordance with the decision from Article (®pplication to Indicted Persohs
paragraph (3) or Article 11Application to Assistanisparagraph (1) and (2) on the
application of temporary measures towards a pdatiquerson, and with the provisions of
Article 5 (Features of Temporary Measujeand decisions from Article &kceptions for
Living Expensésand Article 9 Exceptions for Certain Obligatiopsof this Law, the
following obligations particularly exist:
a. All competent institutions in Bosnia and Heragga that have data on property of
a person against whom the measures are applieltl,bshabliged to take within the
scope of their competencies concrete actions with gurpose of application of
temporary measures.
b. All banks and other financial institutions, aslhas insurance companies in Bosnia
and Herzegovina, with whom the person against wktemmeasures are applied has
an account, shall be obliged to disable financihgdactions from the account of that
person.
c. All bodies and institutions in Bosnia and Hekaéga, who pursuant to the law keep
records on property, shall be obliged to disabithiwtheir competencies, any change
of ownership, transfer of the right of ownershippmssession and encumbering of
property.
2. In the context of sub-paragraph c) of paragrdptof this Article, the competent bodies
and institutions that keep records on propertyll seeord by an official note the temporary
measure, and registry courts shall disable any gdhaif status of businesses and other
entities owned or co-owned by the person againgimvthe measures are applied, or if
otherwise determined that that person participateproperty of those entities, in the
owner’s, co-owner’s or other share of that person.

Article 13

(Cessation of Application of Measures to Indicted €rsons)
1. The application of temporary measures of frepzhfunds and of freezing of economic
resources towards a particular person indicteddntfof the ICTY but unavailable to that
tribunal, shall cease to apply when the cessatfaie application of the measure against
that person is determined.
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2. The decision on cessation of the applicatioa ofeasure against an indicted person shall
be passed by the Council of Ministers, on the baSibe list of persons subject to certain
measures, which is imposed by the United NationgherEuropean Union. The decision
shall be passed by amending the list or othervesd, shall be published in the “Official
Gazette of BiH".
3. The reasons for cessation of the applicatioa afieasure against a persons indicted in
front of the ICTY but unavailable to that triburza:

a. if the indicted person against whom the tempgonagasures are imposed became

available to the institutions of Bosnia and Herzega or directly to the ICTY; or

b. if it is established that the indicted personiagt whom the temporary measures

are imposed is deceased; or

C. in other circumstances in accordance with therimational law.
4. In order to establish the existence of reasonghe cessation of the application of the
measures, the Council of Ministers shall consitlerlist of indicted persons subject to such
measures in the shortest period possible followliregoccurrence of any of the reason listed
in paragraph (3) of this Article, but at least gviree months form the day of the beginning
of application of the measures. However, a tempom@asure may not cease to apply in
Bosnia and Herzegovina prior to the cessationsadyiplication at international level.

Article 14

(Cessation of Application of Measures to Assistants
1. To the cessation of application of the measwagainst an assistant, the Criminal
Procedure Code shall apply.
2. A temporary measure against an assistant trmimposed pursuant to this Law, shall be
terminated in the cases referred to in Article Cgqsation of Application of Measures to
Indicted Personsparagraph (3), sub-paragraph a) and b), unless ik another reason for
its application pursuant to the criminal legislatiof Bosnhia and Herzegovina.

CHAPTER IV. MINOR OFFENCE PROVISIONS
Article 15
(Violations of Provisions of Article 5 and 12 of ts Law)
1. A legal person shall be punished for a minoemde by a fine of not less than 50.000 up
to 150.000 KM if it:
a. in violation of provisions of Article 5Fgatures of Temporary Measujeand
Article 12 (Obligations of Institutions paragraph (1) sub-paragraph b), and in
accordance with decisions from Article Bxgeptions for Living Expenggsaragraphs
(1) and (2), Article 9 Exceptions for Certain Obligatiohgaragraph (1), Article 10
(Application to Indicted Persopsparagraph (3) or Article 11Application to
Assistanty paragraphs (1) and (2) of this Law, does notziekinds or economic
resources belonging to, or owned, possessed orbyelde person against whom the
measures are applied; or
b. in violation of provisions of Article 5 and Acte 12 paragraph (1) sub-paragraph
b), and in accordance with decisions from Articlpa8agraphs (1) and (2), Article 9
paragraph (1), Article 10 paragraph (3) or Artidle paragraphs (1) and (2) of this
Law, makes available funds or economic resourdesctty or indirectly, to or for the
benefit of the person against whom the measureagoiesd.
2. For the minor offences prescribed in paragrdplof this Article, a responsible person in
a legal person shall also be punished, by a fimebfess than 5.000 up to 15.000 KM.
3. A natural person shall be punished by a fineatfless than 2.000 up to 5.000 KM for the
minor offences prescribed in paragraph (1), if redtperson may legally conduct relevant
activities.
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Article 16
(Violations of Provisions of Article 6 of this Law)
1. A legal person shall be punished for a minoemde by a fine of not less than 5.000 up to
15.000 KM if it:
a. in violation of the provision of Article 60pligation to Deliver Information
paragraph (1) of this Law, does not deliver withdalay to the Ministry of Security
any information on the enforcement of the decisionapplication of the measures
against the particular person, or does not co-tgevih the Ministry of Security in a
verification of such information; or
b. in violation of the provision of Article 6 panagph (2) of this Law, does not inform
the Ministry of Security about transactions refdri® in Article 5 Features of
Temporary Measur@paragraph (3) of this Law.
2. For the minor offences prescribed in paragrdptof this Article, a responsible person in
a legal person shall also be punished, by a fimobfess than 500 up to 1.500 KM.
3. A natural person shall be punished by a finaaifless than 300 up to 900 KM for the
minor offences prescribed in paragraph (1), if redtperson may legally conduct relevant
activities.

CHAPTER V. TRANSITIONAL AND FINAL PROVISIONS

Article 17

(Monitoring of Application of Temporary Financial M easures Against Indicted Persons and

Assistants)
1. The Ministry of Security shall monitor the amaliion of temporary measures against
persons indicted in front of the ICTY but unavaltato that tribunal and their assistants, and
report thereupon to the Council of Ministers asuregl, but at least every three months, or
at the request of the Council of Ministers.
2. The Ministry of Security shall take appropriaeasures within its authority to prevent
actions that might lead to consequences contratyetagontents of the temporary measures.

Article 18

(Monitoring of Implementation of International Restrictive Measures)
1. For the monitoring of implementation of the mm&tional restrictive measures referred to
in Article 2 of this Law, at the request of the $idency or on the proposal of the Ministry of
Foreign Affairs or Ministry of Security, the Couhdf Ministers shall establish an Inter-
ministerial Group for Monitoring of Application ofnternational Restrictive Measures
(hereinafter: the Inter-ministerial Group).
2. The Inter-ministerial Group shall be a standirmmyking body.
3. The Inter-ministerial Group shall include remmstives of the ministries of foreign
affairs, security, defence, finance, economic rehat, and justice.
4. Expert and administrative support to the Intémisterial Group shall be provided by the
Ministry of Foreign Affairs.
5. The method of work of the Inter-ministerial Gposhall be regulated by the Rules of
Procedure to be issued by the Group itself.

Article 19

(Harmonisation of Previous Regulation)
The Council of Ministers shall harmonise its "Demisby which Persons Accused by the
International Criminal Tribunal for the Former Ywgjavia, who are not Available to the
Tribunal, are Prevented to Use their Property isrB®m and Herzegovina”, No. 274/04 of 19
November 2004 (“Official Gazette of BiH”, 60/04)thwithe provisions of this Law.
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Article 20

(Entry into force of the Law)
This Law shall enter into force on the eighth dderathe date of its publication in the
“Official Gazette of BiH".

PA BiH No. 288/06
27 March 2006
Sarajevo
Chairman
of the House of Representatives
of the Parliamentary Assembly of BiH
PhD Nikola Spiri¢, m.p.
Chairman
of the House of Peoples
of the Parliamentary Assembly of BiH

Mustafa Pamuk m.p.
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ANNEX VIIl. BOOK OF RULES On data, information, doc uments, identification
methods and minimum other indicators required for dficient implementation of
provisions of the Law on the Prevention of Money Landering

Based on Article 34, in connection with Articles&],11, and 12 of the Law on the Prevention of
Money Laundering (“BIH Official Gazzette”, number9/R4), Minister of Security enacts the
following:

. General Provisions

Article 1

This Book of Rules prescribes information, data doduments required for identification of clients
and transactions, methods for non-face to facetifitstion, information, data and documents that
shall be forwarded to the SIPA Financial-IntelligerDepartment (FOO), as well as defines indicators
for suspicious transactions, defines in detailcagvihat is to be considered a connected transaction,
proscribes conditions and procedures for exempfiom reporting large and connected cash
transactions to the SIPA Financial-Intelligence 8#ment, as well as ways and deadlines for
reporting to FOO.

Il.  Information, data and documents required for idiécation of clients and transactions

Article 2

In establishing business relationship and condaaifdransaction, identification is carried out in
accordance with the provisions of the Law on thevention of Money Laundering and this Book of
Rules. In case the identification can not be cotetlias prescribed by the afore mentioned Law and
the Book of Rules, a person under obligation steathinate or shall decline to enter into business
relationship, i.e. shall not execute transactiord ahall immediately inform Financial-Intelligence
Department.

Information, DATA and documentation required fagntification

Article 3

The person under obligation shall keep the recamdsidentification of suspicious clients and
transactions as prescribed in Article 7, paragrdplof the Law on the Prevention of Money
Laundering using as a minimum the following infotioa, data and documentation:

1. The name, seat and registration number of the Ipgedon having a business relationship or
conducting the transaction or of the legal personmose behalf a business relation is being
established or the transaction is being carrieg out

2. The name, surname, permanent address, date amdgblagth and the personal identity number
of the employee or authorized person who, on bebfadf legal person is establishing a business
relationship or conducting the transaction, andrtheaber and name of the authority that issued
the official personal identification document;

3. The name, surname, permanent address, date ardgflboth and the personal identity number

of the natural person who is establishing a busimekationship, or conducts a transaction, or of

the natural person on whose behalf the busineaaeship is being established or the transaction
is being carried out, and the name of the authahniag issued the official personal identification
document;

Reasons for establishing a business relationshiponducting the transaction and information

about the activities of the client;

Date of establishing a business relationship oduooting the transaction;

Time of execution of transaction;

Amount of the transaction and currency in whichtth@saction is being carried out;

Purpose of the transaction and as appropriateaimensurname and address or seat of the person

(natural or legal) to whom the transaction is balirgcted:;
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9. Manner of executing the transaction;
10. As appropriate the name, surname and addressbofsthe person (natural or legal) sending the
order in case of transfers from abroad;
11. Information about the source of money or prop#rét is subject of the
transaction;
12. Reasons why a transaction, client or person isiciosis;
13. Name, surname, permanent address, date and placthaf each natural
person, who indirectly or directly owns ase20% of the business share,
stocks or other rights, on which grounds hshe participates in the
management of the legal person or the fuineieof.

Article 4

The person under obligation shall keep the recorddentification of a client when opening an
account for a client or establishing a businesatimiship with a client as prescribed in Article 7,
paragraph 2 of the Law on the Prevention of Monayrdering using as a minimum the following
information, data and documentation:

1. The name, seat and registration number of the Iggabson establishing a business
relationship or of the legal person on whose behalfisiness relation is being established,;

2. The name, surname, permanent address, date arel gfldgrth and the personal identity
number of the employee or authorized person whdetralf of a legal person is establishing
a business relationship, and the name of the atyhtirat issued the official personal
identification document;

3. The name, surname, permanent address, date arel gildgrth and the personal identity
number of the natural person who is establishingusiness relationship or of the natural
person on whose behalf the business relationshigiisy established, and the name of the
authority that issued the official personal iden#éfion document;

4. Reasons for establishing a business relationshipirgiormation about the activities of the
client;

5. Date of establishing a business relationship;

6. Name, surname, permanent address, date and plabetlofof each natural person, who
indirectly or directly owns at least 20% of the imess share, stocks or other rights, on which
grounds he or she patrticipates in the managemehedégal person or the funds thereof.

Article 5

The person under obligation shall conduct the ifleation of a client during each transaction or
connected transaction of 30.000 KM or more as pitesd in Article 7, paragraph 3 of the Law on the
Prevention of Money Laundering using as a minimume following information, data and
documentation:

1. The name, seat and registration number of the legiaon conducting the transaction or of
the legal person on whose behalf the transactibrirgy carried out;

2. The name, surname, permanent address, date arel gfldmrth and the personal identity
number of the employee or authorized person whdyedralf of a legal person is conducting
the transaction, and the name of the authority idsated the official personal identification
document;

3. The name, surname, permanent address, date arel gfldgrth and the personal identity

number of the natural person who conducts the @i, or of the natural person on whose

behalf the transaction is being carried out, arel name of the authority that issued the
official personal identification document;

Date of conducting the transaction;

Time of execution of transaction;

Amount of the transaction and currency in whichtth@saction is being carried out;

Purpose of the transaction and the name, surnachadudress or name of the company and

seat of the person to whom the transaction is bdiregted;

No ok
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8. Manner of executing the transaction;

9. Name, surname, permanent address, date and plabgttofof each natural person, who
indirectly or directly owns at least 20% of the im@ss share, stocks or other rights, on which
grounds he or she participates in the managemehedégal person or the funds thereof.

Article 6

Insurance companies and natural and legal persokering in the sale of life insurance policieslsha
conduct the identification of a client in relati¢m life insurances for which individual or several
installments of the premium, that are to be paithanperiod of 1 year, amount to 2.000 KM or more
or the payment of the single premium is 5.000 KMmare or when individual or several installments
of the premium to be paid in the period of 1 yagaréase to 2.000 KM or more as prescribed in
Article 7, paragraph 4 of the Law on the PreventibrMoney Laundering using as a minimum the
following information, data and documentation:

1. The name, seat and registration number of the legiaon conducting the transaction or of
the legal person on whose behalf the transactibrirgy carried out;

2. The name, surname, permanent address, date arel gfldmrth and the personal identity
number of the employee or authorized person whdyedralf of a legal person is conducting
the transaction, and the name of the authority idgated the official personal identification
document;

3. The name, surname, permanent address, date arel gfldgrth and the personal identity
number of the natural person who conducts the adim, or of the natural person on whose
behalf the transaction is being carried out, arel name of the authority that issued the
official personal identification document;

4. Reasons for conducting the transaction and infaomatbout the activities of the client;

5. Date of conducting the transaction;

6. Time of execution of transaction;

7. Amount of the transaction and currency in whichttia@saction is being carried out;

8. Purpose of the transaction and the name, surnathaddress or name of the company and
seat of the person to whom the transaction is bdiregted;

9. Manner of executing the transaction;

10. Name, surname, permanent address, date and plabitiofof each natural person, who
indirectly or directly owns at least 20% of the im@ss share, stocks or other rights, on which
grounds he or she patrticipates in the managemehedégal person or the funds thereof.

Article 7

Insurance companies and natural and legal persakeing in the sale of insurance policEzall
conduct the identification of a client in relatitma pension insurance, if the insurance policy lman
transferred or used as collateral as prescribékttiole 7, paragraph 5 of the Law on the Prevention
of Money Laundering using as a minimum the follogvinformation, data and documentation:

1. The name, seat and registration number of the legiaon conducting the transaction or of
the legal person on whose behalf the transactibeiigy carried out;

2. The name, surname, permanent address, date arel gfldgrth and the personal identity
number of the employee or authorized person whdyedalf of a legal person is conducting
the transaction, and the name of the authority idgated the official personal identification
document;

3. The name, surname, permanent address, date arel gildgrth and the personal identity
number of the natural person who conducts the @i, or of the natural person on whose
behalf the transaction is being carried out, arel name of the authority that issued the
official personal identification document;

4. Reasons for conducting the transaction and infaomatbout the activities of the client;

5. Date of conducting the transaction;

101



6. Name, surname, permanent address, date and plabgttofof each natural person, who
indirectly or directly owns at least 20% of the imess share, stocks or other rights, on which
grounds he or she participates in the managemehedégal person or the funds thereof.

Article 8

Persons under obligation performing activities mfamizing or executing of auctions or trading with
works of art, boats, vehicles or aircrafts shalidwct the identification of a client when carryiogt a
cash transaction or several connected cash tramsscif 30.000 KM or more as prescribed in Article
7, paragraph 6 of the Law on the Prevention of Mdreundering using as a minimum the following
information, data and documentation:

1. The name, seat and registration number of the lggaon conducting the transaction or of
the legal person on whose behalf the transactibriigy carried out;

2. The name, surname, permanent address, date arel gfldgrth and the personal identity
number of the employee or authorized person whdyedralf of a legal person is conducting
the transaction, and the number and name of theoatyt that issued the official personal
identification document;

3. The name, surname, permanent address, date arel gfldgrth and the personal identity
number of the natural person who conducts the @i, or of the natural person on whose
behalf the transaction is being carried out, arel iame of the authority that issued the
official personal identification document;

4. Date of conducting the transaction;

5. Time of execution of transaction;

6. Amount of the transaction and currency in whichtth@saction is being carried out;

7. Purpose of the transaction and the name, surnath@dudress or name of the company and
seat of the person to whom the transaction is bdiiegted;

8. Manner of executing the transaction;

9. Name, surname, permanent address, date and plabitiofof each natural person, who

indirectly or directly owns at least 20% of the imess share, stocks or other rights, on which
grounds he or she participates in the managemehedégal person or the funds thereof.

Article 9

(1) Casinos, gaming houses and other organizegamks of chance and special lottery gastes|
conduct the identification of a client when condugta transaction of 5.000 KM or more as
prescribed in Article 7, paragraph 7 of the Lawtba Prevention of Money Laundering using as a
minimum the following information, data and docurtation:

1. The name, seat and registration number of the lggaon conducting the transaction or of
the legal person on whose behalf the transactibeiigy carried out;

2. The name, surname, permanent address, date arel gfldmrth and the personal identity
number of the employee or authorized person whdyaedvalf of a legal person is conducting
the transaction, and the number and name of theoatyt that issued the official personal
identification document;

3. The name, surname, permanent address, date arel gildgrth and the personal identity

number of the natural person who conducts the adits, or of the natural person on whose

behalf the transaction is being carried out, arel name of the authority that issued the
official personal identification document;

Date of conducting the transaction;

Time of execution of transaction;

Amount of the transaction and currency in whichtth@saction is being carried out;

Purpose of the transaction and the name, surnathadudress or name of the company and

seat of the person to whom the transaction is bdiregted;

Manner of executing the transaction;

No ok
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9. Name, surname, permanent address, date and plabettofof each natural person, who
indirectly or directly owns at least 20% of the imess share, stocks or other rights, on which
grounds he or she patrticipates in the managemehedégal person or the funds thereof.

(2) The identification requirement shall be considefulfilled when the client is identified accondi
to paragraph 1 of this Article on entry into thesipises of a casino, gaming house or other
concessionaire for special lottery games.

Article 10

(1) Persons under obligation shall conduct the tifleation of a client, which is a bearer of a
passbook during each transaction performed usjpasabook as prescribed in Article 7, paragraph 9
of the Law on the Prevention of Money Launderinngsas a minimum the following information,
data and documentation:

1. The name, seat and registration number of the lggaon conducting the transaction or of
the legal person on whose behalf the transactibrirgy carried out;

2. The name, surname, permanent address, date arel gfldmrth and the personal identity
number of the employee or authorized person whdyedralf of a legal person is conducting
the transaction, and the number and name of theodtyt that issued the official personal
identification document;

3. The name, surname, permanent address, date arel gfldgrth and the personal identity
number of the natural person who conducts the @i, or of the natural person on whose
behalf the transaction is being carried out, arel iame of the authority that issued the
official personal identification document;

4. Date of conducting the transaction;

5. Time of execution of transaction;

6. Amount of the transaction and currency in whichtth@saction is being carried out;

7. Purpose of the transaction and the name, surnath@dudress or name of the company and
seat of the person to whom the transaction is bdiregted;

8. Manner of executing the transaction;

9. Name, surname, permanent address, date and plabitlofof each natural person, who

indirectly or directly owns at least 20% of the imess share, stocks or other rights, on which
grounds he or she patrticipates in the managemehedégal person or the funds thereof.
(2) It is prohibited to conduct a transaction usanigearer passbook, which does not reveal theifgent
of the account holder.

Article 11

Identifying a natural person shall be conductecgigin ID card, driver's license, passport or other
official document with a photograph proving theritiy of the person. The identification document
shall provide a unified citizen’s number and if motilable the passport number and for non-resident
clients additionally information on the countryussy the passport.

Article 12
Identifying a legal person shall be conducted usioguments providing:
1. Proof of their legal status — statement from thgistey book maintained by the registry
institution;
2. ID number assigned by the Tax Authorities;
3. Financial statements of operations;
4. Document describing basic business activitiesieht|
5. Sample of authorized signatories;
6. Information and ID documents of authorized repres@res as prescribed in article 11 of the
Book of Rules and a sample of their signatures.

Article 13

1. For all original documents that can not be lefthwiihe person under obligation, the client
shall be required to provide photocopies the cdanténwhich has been certified by the
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competent authority. In case of foreign documewiswritten in one of the languages being
used in BiH, these shoud be translated and cetitijethe authorised court interpreter.

2. The persons under obligation from Article 3, paaggr 2, point 1. of the Law can establish
business relations by which accounts for purposegidlar monthly salaries and savings are
being opened, on the basis of copies of documbatsatre certified by the authorized person
of the person under obligation.

Article 14

Persons under obligation shall ensure that infdonatata and documentation, which are the basis
for the identification of a client are valid andenant by performing regular reviews of existing
documents throughout the business relationshighdfe are significant transactions, significant
changes made in a way the client performs tramsectir other significant changes prompting a need
to re-evaluate the client relationship, new or iddal identification information should be requesbt
and/or collected.

Article 15

A person under obligation should use the servidespecialized service bureaus (credit bureaus)
where available to the person under obligatioraddition, information may be collected from other
sources such as reference materials to be acqoyrédird parties, telephone books, address books,
internet etc.

SPECIAL SITUATIONS OF IDENTIFICATION

Article 16

Information accompanying cross-border (transfermoiney or value) wire transfers should always
contain the name of the originator and where amwucexists, the number of that account. In the
absence of an account, a unique reference numbeldsbe included.

Article 17

(1) When establishing correspondent banking waatips with a respondent bank, Banks shall
require all necessary information concerning tlspoadent bank in order to have a full knowledge of
the nature of operations of the respondent bank.

(2) Necessary information:

1. Location (country) of the respondent bank;

2. Management of the respondent bank;

3. Major business activities of the respondent bank;

4. Efforts of the respondent bank in area of preventbmoney laundering and prevention of
terrorist financing, as well as adequate clienteptance policies and know your client
policies;

5. Reason for opening account;

6. Identity of third parties to be using the resporideank banking services;

7. Condition of bank regulations and supervision fiorcin the respondent bank’s country, etc.

(3) Banks are allowed to establish correspondenkibg relationships only with banks that are
located in countries where authorized institutipagform efficient bank supervision.

(4) Banks are required to prevent the risk of reseomt bank accounts being used, directly or
indirectly, by third parties to perform activities their own behalf.

Article 18

(1) In addition to what is prescribed for clienemification in the Law on the Prevention of Money
Laundering, in these Guidelines and in the decssiand guidelines of the bodies competent for
regulating and supervising banks, insurance conegaaid lawyers as well as bodies competent for
supervising other persons under obligation, thegreunder obligation may require other additional
information, data and documentation in order tesBathe identification requirement.

(2) Other laws or regulations may provide for a ensirict identification requirement, in which case
those provisions shall be applied.
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(3) The person under obligation shall pay spect&néion to the identification of clients and
transaction for which there is a raised risk fomeyplaundering or financing of terrorist activities

Article 19

Financial institutions may utilize software progmato assist in identifying customers and in gatigeri
and analyzing information, data and documentatbevant to identifying clients and transactions and
in determining the risk for money laundering andhficing of terrorist activities.

I1l. Methods for non-face to face identification

Article 20

Persons under obligation shall implement efficipracedures for client identification and for
continuous monitoring of non-face-to-face clientsonestablish a business relationship or conduct a
transaction by telephone or by different electraaihnologies.

Article 21
A person under obligation may perform an indepehdariew of such client by a reputable third
party, such as a company specialized in due ditigeaviews of clients.

Article 22
When establishing a business relationship or camy@ transaction with a non-face-to-face
client, the persons under obligation shall:

1. Implement equally efficient identification procedaras for other clients and transactions and
require information, documentation and data thatraquired in the Law on the Prevention of
Money Laundering and the Ministry of Security Glides to what information and
documents the person under obligation is requivecbtlect as a minimum in order to fulfill
the identification requirement;

2. Determine special and appropriate measures foedsitrg the higher risk

level existing in operations with non-faceféme clients.

Article 23
In addition to other measures, persons under digigahall implement the following measures
to decrease the risk in non-face-to-face transastio

Certification of submitted documents;

Requirement for additional documents that are bagatory for other clients;

Bank contact with client;

Engaging third party specialized in due diligenedew;

Requiring that first payment is made on behalfhaf tlient and through an account opened
with some other bank that is also required to immget similar standards for client due
diligence reviews.
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IV. Information, data and documentation that shmlforwarded to the SIPA Financial-
Intelligence Department

INFORMATION REQUIRED FOR ALL REPORTS

Article 24
(1) Information on person under obligation providing thformation:
a. Name;
b. Registration number;
c. Address;
d. Contact Person;
10&



e. Telephone;

f. Fax;

g. Email;

h. Category of person under obligation as prescribedarticle 3 of the Law on the
Prevention of Money Laundering (bank, insurance), et

i. Date of report;

j-  Number of pages (if in paper form).

(2) General information on transaction:
a. Account number(s), if applicable;
b. Transaction number(s), if applicable;
c. Date and time of conducting transaction;
d. Amount of the transaction and currency in whichttia@saction is being carried out;
e. Manner of executing the transaction.

(3) Information on the client -natural person:
a. Surname;
b. First Name;
c. Middle Initial or Patronymic;
d. Personal identity number.

(4) Information on the client -legal person:
a) Name;
b) Registration number;
c) Domicile / permanent address.

INFORMATION REQUIRED FOR SUSPICIOUS TRANSACTIONS, C LIENTS AND
PERSONS

Article 25
(1) Additional information on client and transactio
Date of birth;
Nationality;
Domicile / permanent address;
Address;
Telephone;
Fax;
Email;
Profession, business activity, type of business;
Place of business activity;
Reasons for establishing a business relationshgomducting the transaction and information
about the activities of the client;
Purpose of the transaction and the name, surnathadudress or name of the company and
seat of the person to whom the transaction is bdiregted;
I.  Name and surname or company and seat of the psesating the order in case of transfers
from abroad,;
m. Information about the source of money or propdrgt ts subject of the transaction.
(2) Information on third persons involved (holdémpower of attorney, payee, insured person, etc.) —
natural person:
a. Surname;
b. First Name;
c. Middle Initial or Patronymic;
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Personal identity number;
Date of birth;

Nationality;

Domicile / permanent address;
Telephone;

Fax;

Profession/Business Activity.

(3) Information on third persons involved (holdémpower of attorney, payee, insured person, etc.) —
legal person:

~Po0oTY

Name;

Registration number;

Domicile / permanent address;
Telephone;

Fax;

Email.

(4) Description of the factual circumstances ragssnspicion:

( Free text)

(5) Description of suspicion (why are the factual cmsiances suspicious):

1. ( Free text)

(6) Attachments :

- ldentification documents (Passport, ID, etc)
- Account statement(s)

- Payment order(s)

- Other relevant documents

V. Guidelines to what are indicators for suspicidansactions

Article 26

The person under obligation as prescribed in AgtRlof the Law on the Prevention of Money
Laundering should consider as suspicious such tchetivity and transactions that are out of the
ordinary for the type of client in question or thermal business of the person under obligation and
therefore shall consider reporting such transactmient or person to the Financial Intelligence
Department of the State Investigation and Protectigency as prescribed in Article 13 of the Law
on the Prevention of Money Laundering.

Article 27
The following are general indicators to what shdutdconsidered suspicious:

1.
2.

3.

Client does not want correspondence sent to houhess!

Client appears to have accounts with several filahirstitutions in one geographical area for
no apparent reason;

Client repeatedly uses an address, but frequehtynges the names of legal and natural
persons residing at the address;

Client uses a post office box or other type of ndadp address, instead of a street address
when this is not the norm in that geographical ;area

Client starts conducting frequent cash transactiofarge amounts when this has not been a
normal activity for the client in the past;

Client makes cash transactions of consistently dedroff large amounts (e.g., KM 20.000,
KM 15.000, KM 9.900, KM 8.500 etc.);

Client consistently makes cash transactions treajust under the identification or reporting
threshold amounts;

Client conducts a transaction in an amount thatnssual compared to amounts of past
transactions;
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9. Client asks the person under obligation to holdransmit large sums of money or other
assets when this type of activity is unusual fer¢hent;

10. Transactions where the structure indicates soregailllpurpose, their commercial purpose is
unclear or appears irrational from a commerciahpof view;

11. Transactions involving a withdrawal of assets dig@fter funds have been deposited with the
person under obligation (pass-through accountsyiged that the instant withdrawal of such
assets cannot be accounted for on the basis cfiémt's business activity;

12. Transactions where the client’s reason for selgdtiis particular person under obligation or
branch office of a person under obligation to cauyits transactions is unclear;

13. Transactions resulting in significant, but unexpdal, activity on an account which was
previously mostly dormant;

14. Transactions which are inconsistent with the persoder obligations knowledge and
experience of the client and the stated purposeedbusiness relationship;

15. Clients who supply false or misleading informattorpersons under obligation, or refuse for
no credible reason to provide information and doent® which are required and routinely
supplied in relation to the relevant business égtiv

16. Client requires to have excessive liquidity in ihisiness relationship;

17. Provision of security (pledges, guarantees) byltparties unknown to the bank, who have no
obvious affiliation to the client and who have nmedible and apparent reasons to provide
such guarantees;

18. Transfers of large amounts, or frequent transfierspr from countries known to produce
illegal drugs;

19. Client is very nervous for no apparent reason;

20. Client is accompanied, monitored and / or watched;

21. Client brings in money exceeding the amounts piiesdrin the Law on the Prevention of
Money Laundering which require identification andfeporting that the customer has not
counted, unless this (not counting) is common exdlrent’s business activities;

22. Unexpected repayment of a non-performing loan wittamy credible explanation;

23. Client tries to evade attempts by the person uabligation to establish personal contact;

24. Client of person under obligation has been prosectdr a criminal offence.

Article 28
The following indicators for suspicion relate sgieeilly to transactions onto and through bank
accounts:

1. Opening an account when the client's address @d=uthe local service area for no apparent
reason;

2. Account with a large number of small cash depoaitd a small humber of large cash
withdrawals;

3. Funds deposited into several accounts, consolidiaited one and transferred outside the
country;

4. Client frequently uses many deposit locations detsif the client’'s home branch location;

5. Client makes multiple transactions on the samevatagn this is not the norm for this specific
client;

6. Account activity far exceeds activity projectedts time of opening of the account;

7. Dormant account suddenly used actively;

8. Unexplained transfers between the client's compacgunts;

9. Multiple deposits are made to a client's accourthivg parties;

10. Transfers to another bank without supplying dew@ilthe beneficiary;

11. Providing surety bonds or bank guarantees by wageotirity for third party loans, which
have not been agreed on market terms;

12. A large number of different individuals make caglpaisits into a single account;

13. Withdrawal of funds shortly after funds have beeadied to the account (pass through

account);
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14.

15.

16.

17.
18.

19.

The holding of shares in unlisted companies indadiary capacity, where the bank has no
knowledge of the business conducted by such corapani

Client requests accounts to be closed and to openatcounts in his own name, or in the
name of a family member, without leaving a papaif;tr

Client requests receipts for cash withdrawals diveiees of securities which in effect never

took place, followed by the immediate deposit aftsassets at the same bank;

Client requests payment orders to be executedimgtirrect remitter’s details;

Client requests that certain payment be routecutifraostro accounts held by the financial
institution or sundry accounts instead of its owooaint;

Request by the client to accept or record in tlwowats loan collateral which is inconsistent
with commercial reality, or grant fiduciary loans fwhich notional collateral is recorded in

the accounts.

Article 29
The following indicators for suspicion relate tarisactions involving areas outside of Bosnia
and Herzegovina:

PownhpRE
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Client and other parties to the transaction havapparent ties to Bosnia and Herzegovina;
Transaction crosses several international bourglarie

Transaction involves a country where illicit drugpg@uction or exporting may be prevalent;
Transaction involves a country or territory whehnere is no effective system for prevention
and detection of money laundering and the fundirtgmorism activities

Transaction involves a country known for highlyretiwe banking and corporate law; except
in a case of countries that have excepted intemaltistandards concerning money laundering
prevention:

Transaction involves a country known or suspectethtilitate money-laundering activities
or to support terrorism.

Article 30
The following indicators for suspicion relate tarisactions related to offshore business activity:

1. Accumulation of large balances, inconsistent whid known turnover of the client's business,
and subsequent transfers to overseas account(s);
2. Loans to or from offshore companies;
3. Unexplained electronic funds transfers by clientarin-and-out basis.
Article 31

The following indicators for suspicion relate tagenal transactions:

1.
2.

3.

Client appears to have accounts with several fimhircstitutions in one geographical area;
Client makes one or more cash deposits on the gleaecount of foreign correspondent
bank;

Client runs large credit card balances;

Client wishes to have credit and debit cards serihternational or domestic destinations
other than his or her address;

Client has numerous accounts and deposits casleatto of them with the total credits being
a large amount;

Client frequently makes automatic banking machiepogdits (when service available by the
bank) just below the identification or reportingeshold;

Third parties make cash payments or deposit chequeslient's credit card;

The exchange of a large amount of small-denomindiemknotes (foreign and domestic) for
large-denomination banknotes;

The acquisition of bearer instruments by meansgsigal delivery.
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Article 32
The following indicators for suspicion relate taporate and business transactions:

1. Accounts are used to receive or disburse large sbutsshow virtually no normal business-
related activities, such as the payment of payrolioices, etc;

2. Deposits to or withdrawals from a corporate accaustprimarily in cash rather than in the
form of debit and credit normally associated witimenercial operations;

3. Client pays in cash or deposits cash to cover liaaks, money transfers or other negotiable
and marketable money instruments;

4. Client makes a large volume of seemingly unrelatiegposits to several accounts and
frequently transfers a major portion of the balanttea single account at the same bank or
elsewhere;

5. Client consistently makes immediate large withdidavilmm an account that has just received
a large and unexpected credit from abroad;

6. Small, one-location business makes deposits orsdhee day at different branches across a
broad geographic area that does not appear pHafctidhe business;

7. There is a substantial increase in deposits of caghegotiable instruments by a company
offering professional advisory services, especiiéltife deposits are promptly transferred,;

8. Client wishes to have credit and debit cards sennternational or domestic destinations
other than the client’s place of business;

9. There is a marked increase in transaction volumanoaccount with significant changes in an
account balance that is inconsistent with or ndtdaping with normal business practices of
the clients account;

10. Unexplained transactions are repeated betweenmadrand commercial accounts;

11. Use of loan facilities that, while normal in intational trade, is inconsistent with the known
activity of the client.

Article 33

The following indicators for suspicion relate torgens under obligation that send or receive
electronic fund transfers:

1. Client transfers large sums of money to foreigratmns with instructions to the foreign
entity for payment in cash;

2. Client receives large sums of money from a foréggtion via electronic funds transfer that
includes instructions or payment in cash;

3. Client transfers funds to foreign location withebienging the form of currency;

4. Large incoming wire transfers from foreign jurigibos are removed immediately by
company principals ;

5. Size of electronic transfers is out of the ordinatith normal business transactions for that
client;

6. Client conducts transactions involving countriesokn for illicit drug production or
exporting or as trans-shipment points for narcptics

7. Client conducts transactions involving countriest tare known for highly secretive banking
and corporate law practices; except in a case ohtoes that have excepted international
standards concerning money laundering prevention;

8. Client makes electronic funds transfers to freddrar off-shore zones when such activity is
not in line with the client's business.

Article 34

The following indicators for suspicion relate tagens under obligation that provide loans:

1)

Client suddenly repays a problem loan unexpectedlyout proper justification;
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2) Loan transactions are entered into in situationsrevtthe client has significant assets and the

loan transaction does not make economic sense.

Article 35
The following indicators for suspicion relate torgens under obligation that provide life
insurance or broker or act as agents in life inscesa:

1. Client conducts a transaction that results in aspmuous increase in investment
contributions;

2. Client cancels investment or insurance soon afiechase;

3. The duration of the life insurance contract is ks three years;

4. Transaction involves use and payment of a perfoceadyond resulting in a cross border
payment;

5. The insured accepts very unfavorable conditionslated to the clients health or age.

Article 36

The following indicators for suspicion relate torgens under obligation that conduct business
activities with securities:

1.

2.

Accounts that have been inactive suddenly expegi¢srge investments that are inconsistent
with the normal investment practice of the clignahcial ability;

Client wishes to purchase a number of investmeritts money orders, traveller's cheques,
cashier's cheques, bank drafts or other bank msints, especially in amounts that are
slightly less than the identification or reportirgquirement, when the transaction is
inconsistent with the normal investment practicéhef client or its financial ability;

Client uses securities or brokerage firm to holddf&ithat are not being used in trading of
securities or derivative instruments such as figtared options for an extended period of time
and such activity is inconsistent with the normalestment practice of the client or its
financial ability;

Client makes large or unusual settlements of siéesiin cash;

Transfers of funds or securities between accousttkmown to be related to the client;
Proposed transactions are to be funded by intemtiwire payments, particularly if
transaction involves countries where there is fecéf’e system for prevention and detection
of money laundering and the funding of terrorisrivities.

VI. Connected transactions

Article 37

In order to detect transactions that are done siithller amounts than those prescribed in Articles 7
and 13 of the Law on the Prevention of Money Lauimgeand would thus avoid the identification
and reporting requirements, it is necessary toro@be such transactions, which originate or may
have originated from a larger amount.

Article 38

In addition to the general definition of a connéctansaction in Article 2, item 4 of the Law dret
Prevention of Money Laundering, the person undeligation shall further consider that any
transactions conducted between a payer (or itstaged the recipient in a twenty-four hour period
are connected transactions, in case these cormspmnthe general definition of connected
transactions stipulated in Article 2 of the aforetn@ned Law.
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Article 39

Transactions shall be considered connected evémeyf are conducted within a period of more than
twenty-four hours if the person under obligation eacertain, that each transaction is one of aseri
of related transactions.

VIl. Exemption of persons under obligation fromaemg large and connected cash transactions
to the Financial Intelligence Department of thet8tmvestigation and Protection Agency.

Article 40

(1) The exemption from reporting large and conegatash transactions is intended to decrease the
reporting of repeated cash transactions that are gifathe normal business activities of well
established clients engaged in legitimate businagswhose activities are known to the person under
obligation thus simplifying the reporting requiremi@nd providing better quality information to the
FID.

(2) The exemption to reporting does not affectittemtification, record keeping and other obligaton
of a person under obligation as prescribed in foeeanentioned Law.

Article 41

The non-reporting of cash transactions shall benjiggd only when specified in this Book of Rules.

If it is unclear whether or not a cash transactball be reported, the person under obligation is
obliged to contact the FID for advise and shallinciccordance with the provisions of the Book of
Rules.

Article 42

(1) A suspicious transaction or client shall alwbgsreported to the FID.

(2) If alarge or connected cash transaction ascpiteed in Article 13, paragraph 1, items 2 and 3
of the Law on the Prevention of Money Launderingl& suspicious, it shall be reported to the FID.

Article 43
The reporting of large or connected cash transastshall not be required, if the transaction is
conducted:

a. By an authority of Bosnia and Herzegovina, the Fatiten of Bosnia and Herzegovina, the
Republic Srpska or the District of Brcko or an arigation with public authorization;

b. Between a person under obligation and a clientcpiteed in the Law on the Prevention of
Money Laundering Article 3, paragraph 1, item 1nfda item 3 (investment and mutual
pension companies and funds whatever the legal)fotem 5 (insurance company) and item
14i (natural and legal persons brokering in the sélinsurance policies) with headquarters or
parent institutions in a member country of the BPean Union or in a country which,
according to information from the FID, internatibn@arganizations and other competent
international bodies, meets internationally acagtandards for the prevention and detection
of money laundering and funding terrorist actitand is designated as such a country by the
Minister of Security of Bosnia and Herzegovina dhe transaction is such as prescribed in
Article 7, paragraphs 2 to 6 of the Law on thevBengion of Money Laundering;

c. Between a person under obligation prescribed icler8, paragraph 1, item 1 (bank) and a
person under obligation prescribed in Article 3;ggmaph 1, items 2-5 (client) of the Law on
the Prevention of Money Laundering providing that:

i. The client has opened an account or establishagiadss relationship with
the bank more than 12 months prior to the castsé@ion that is eligible for
exemption from reporting,

ii. The cash transaction is a deposit to or a withdrémgan an account of the
client and the account has been opened for theaidsosiness activities of
the client and

iii. The amount and currency of the cash transactiaorisal for the transaction
activity of the client;
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d. Between a person under obligation prescribed iclsrB, paragraph 1, item 1 (bank) and a
client other than those prescribed in item ¢) aljmeiding that:

i. The client is a legal person registered in Bosmd Eerzegovina for the
purposes of wholesale or retalil,

ii. The client has opened an account or establishagiadss relationship with
the bank more than 12 months prior to the castsé@tion that is eligible for
exemption from reporting,

iii. The cash transaction is a deposit to or a withdrém@an an account of the
client and the account has been opened for the alaretail or wholesale
business activities of the client or for pay rdltlee employees of the client,

iv. The amount and currency of the cash transactioimal for the retail or
wholesale business activities of the client ortfar pay roll of the employees
of the client and one of several repeated regularimilar amounts for the
purposes prescribed above,

v. A responsible person of the client has submittedthe person under
obligation a written statement confirming that tient believes that such
large and connected cash transactions are elifgibkxemption as prescribed
in this Decision and

vi. A responsible person of the person under obligdtes submitted to the FID
a written statement informing of the decision tempt cash transactions of a
specified client.

Article 44

If a cash transaction that is conducted using aowt for which previous cash transactions have
been exempt as prescribed by this Decision, butlwdiffers by 50 % in amount, currency, method
of execution or other aspect, the cash transastiail be reported to the FID.

Article 45

(1) The person under obligation shall keep a cémé@ register of the clients and their accounts fo
which cash transactions are exempt from reportityat the decision of the person under obligation
concerning the exemption.

(2) The register shall include the following infaation, data and documentation:

a. Which category of exemption prescribed in Articleo#this Decision the exemption falls
under,

b. The name, seat (domicile) and registration nhumtbeh® legal person conducting the cash
transactions or of the legal person on whose behi#lé transaction is being carried out,

c. The date when the client established a businessareship,

d. Description of the purpose of the cash transactamd whether they are withdrawals or
deposits,

e. The range (minimum and maximum amounts) and cuyrehthe exempt cash transactions,

The frequency with which the transactions are cotetli(e.g. once a week, once a month,

once a year etc)
g. The name of the responsible person of the persdarwbligation that has made the decision

to exempt cash transactions of a specified client.
(3) The person under obligation is required to tdan a regular basis, central register of clianis
their accounts, and enable FID direct and contiswmmeess to the register.

Article 46

If cash transactions recorded in the exemptiorstegare considered by the FID not to be eligibte f
exemption, the FID shall instruct in writing therpen under obligation to either vary the exemption
or to submit to the FID reports on large and cotegecash transactions of the specified client
according to the Law on the Prevention of Moneyridering.

—h
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Article 47

The person under obligation shall review once altywibe cash transactions, which have been
exempt from reporting and the account into or fahich they have been conducted in order to verify
that the transactions meet the requirements fanpiien according to this Decision and to verifyttha
the information in the exemption register is cotrec

Article 48

If the information in the exemption register doest reflect the conducted cash transactions, the
person under obligation shall request the cliensubmit a new written statement as prescribed in
Article 44, item d) v of the Book of Rules.

Article 49

If a person under obligation considers that thergten of cash transactions of a specified cliemt n
longer fulfills the requirements for exemptionshall report those cash transactions to the FID and
shall inform the FID that the exemption no longeplées.

VIII. Countries, which meet internationally accepted standards for the prevention and detection
of money laundering and the funding of terrorist adivities.

Article 50

Member countries of the European Union (EU), of Eheopean Economic Area (EEA) and of the
Financial Action Task Force (FATF) listed in aréic3 of this Decision, which are required to enact
legislation and financial sector procedures in etance with the European Union Money Laundering
Directives and the FATF 40 Recommendations candmsidered to have internationally accepted
standards for the prevention and detection of mdaaydering and funding of terrorist activities

equivalent or more stringent to those applied isrid® and Herzegovina.

Article 51
The following countries and territories shall bensidered to have internationally accepted standards
for the prevention and detection of money laundgend funding of terrorist activities equivalent or
more stringent to those applied in Bosnia and H@vma:
Argentina
Australia
Austria
Belgium
Brazil
Cyprus
Czech Republic
Denmark
Estonia
Finland
2. France
Gibraltar
Greece
Hong Kong
Croatia
Ireland
Iceland
Italy
Japan
South Africa
Canada
Latvia
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Liechtenstein

Lithuania

Luxembourg

Hungary

Malta

Mexico

Netherlands (including Netherlands Antilles and l#a)
Germany

Norway

New Zealand

Poland

Portugal

Russia

Singapore

United States of America
Slovakia

Slovenia

Spain

Serbia and Montenegro
Sweden

Switzerland

Turkey

United Kingdom

Article 52

A list of countries stipulated in the previous @i will be updated every six months, and
subsequently delivered to the Minister of Secuwit{dosnia and Herzegovina for his/her signature.

IX. Final provisions

Article 53

This Book of Rules shall enter into force on thg @& publication in the Official Gazette of

Bosnia and Herzegovina.

Article 54

The persons under obligation are required to haizeateir internal legal documents with this
Book of Rules within 60 day from the day of entgrthis Book of Rules into force.

Number
March 14, 2005

Sarajevo
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ANNEX IX. THE LAW OF THE SECURITIES MARKET (REPUBLI C SRPSKA)

| BASIC PROVISIONS

Article 1.

This Law shall regulate:

a) issue of securities;

b) transactions regarding securities and estabésihiand activities of authorized participants an th
securities market;

¢) establishment and activities of the stock exgkamnd other regulated public markets;

d) establishment and activities of the Central Riegiof Securities;

e) protection of interests of securities rightsdeoland investors on the securities market;

f) public character of activities in trading sedties;

g) organization and competence of the Securitiear@igsion of Republic Srpska (hereinafter: the
Commission);

h) other issues of importance for successful famatig of the securities market.

Article 2.

Individual terms used in the Law shall have théofeing meanings:

“Issuer’ shall be a legal entity involved in issuing oteéties for the purpose of raising funds and
which is, in respect to securities holders, resjmas$or fulfilment of obligations incorporated the
securities itself.

“Owner” shall be an entity whose ownership on securiidsased on the ownership rights (owner) or
on respective contract (hominee owner).

“Security” shall be a transferable document in demateridlfoem — electronic form, issued in series,
based on which owners accomplish the rights graoyatie issuer in accordance with the law and a
decision on the issue.

»Securities issued through public offer shall be securities issued pursuant to provisidriseo
Articles from 13 to 43 of this Law, as well shafiesm privatization process of the state capital in
enterprises and banks issued in accordance withaveon Privatization of State Capital in
Enterprises (“The Official Gazette of Republic SggsNo. 54/05 — updated text, 109/05) and the
Law on Privatization of State Capital in Banks (&T@fficial Gazette of Republic Srpska ” No. 24/98,
5/99, 18/99 and 70/01). Securities issued by bankisinsurance companies are deemed publicly
issued securities.

“Issue of securities”shall be range of activities undertaken by an isBuethe purpose of raising
funds by selling securities to the first ownerghwesponsibility, in respect to everyone of théon,
fulfil obligations incorporated in the securitig¢sdlf.

“The issue of securities through public offering“shall be the issue in which subscription and
paying-in of securities is carried out on the basigublic invitation addressed to an undefined
number of persons.

“The issue of securities through private offering”shall be the issue in which an invitation for
subscription and payment of securities is beingesibd to a previously determined buyers -
institutional investors or the issuer's employessas well up to 20 other natural persons or legal
entities (hereinafter: previously determined buyetisvestor” shall be a domestic of foreign entity
who invests in securitieslristitutional investor” shall be a domestic or foreign legal entity, whic
operates as an investment fund, a mutual fundnsige fund, a bank, an insurance company, broker-
dealer company or other legal entity whose statusstitutional investors has been approved by the
Commission, and which, due to its type of actigitimay evaluate a worth of its future investment in
securities. Trade of securities shall be transfer of ownership rights based omctuded transactions
in purchase, sale, exchange, gifting, lending uiitazh to other legal activities in accordance wiis
Law. “Privileged (inside) information” shall be non-public information, significant for
determination of the price of securitieMdnipulation of the securities market’ shall be the process
of creating semblance of active trade on the siesitinarket, through purchase or sale of secuGties
by use of other means in order to increase or dsetesupport of destabilize their market value.
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“Authorized participant on the securities market (hereinafter: authorized participant) shall be a
legal entity or natural person that have obtailmed@ommission’s license to perform activities
regarding securitiesStock exchange intermediary shall be a broker-dealer company or a bank
holding the Commission’s license to perform tratisas with securities in accordance with this Law.
“Broker“shall be natural person authorized to trade in secumiitisng as the employee of the stock
exchange intermediarylrivestment advisor* shall be natural person advising on investment,
purchase or sale of securities, as well as exeofigghts arising from them, acting as the empéoye
of the stock exchange intermediary or other autledrparticipant on the securities market.
“Investment manager“shall be natural person who, based on written ageeéwith the client,
takes over, for the purpose of management, cligrfolio of securities, entirely or in one part,
acting as the employee of the stock broker or adlaéinorized participant on the securities market.
“Custody banK, in the context of this Law, shall be a bank htdthe Commission’s license to
manage securities account for the account of atdied to act upon the order of a client, as veell t
perform other activities in accordance with thisw.&Professional organizatiori shall be
professional organization of authorized particigaom the securities market and other entities who
perform activities regarding securities, which @tes in accordance with the Law and its own rules.
“The stock exchangéshall be legal entity that organizes trade irnusities and derivative financial
instruments and other activities in accordance with Law, holding the Commission’s license to
conduct these activities.

“The Central Registry of Securitie$ (hereinafter: Registry) shall be legal entity winikeeps unique
register of securities and owners of securities rigphts arising from securities, the third pattreghts
arising from securities, activities regarding clegy settlement and transfer of securities and mone
obligations and claims arising from transactionthwgecurities as well other activities in accordanc
with this Law.

Il SECURITIES
1. Term, types and compulsory elements of securite

Article 3.

(1) Securities, in the context of this Law, shaldhares, bonds, warrants, treasury bills, comaiderci
papers, certificates of deposits and other seearigisued in series, determined by the Commission.
(2) Securities issued in series shall be securifiése same issuer, issued simultaneously, andgyiv

the same rights. (3) Securities shall be registeeedrities.

Article 4.

(1) Shares shall be equities issued by a joinkstompany in accordance with Law.

(2) Bonds shall be debt securities that give tHddraight to collect the principal and interestida
other income in accordance to the Law and the ecan issuance.

(3) Equity warrants and bond warrants shall be rigesithat give the holder the right to purchase
shares or bonds, respectively, at some futureatdts a particular period of time, following their
issue, at previously determined or determinableepri

(4) Treasury bills and commercial papers shallHmetsterm debt securities issued for the purpose of
raising funds. Banks and other financial organtregimay issue treasury bills. Other legal entities
may issue commercial papers.

(5) Certificates of deposits shall be debt seasgithat oblige the issuer to, in determined peofod
time, pay the holder deposit with the interest attached to it. Banks atter financial organizations
may issue certificates of deposits.

(6) Financial derivatives shall be derivative fingh instruments whose value derives from the value
of the item underlying the contract, whose typemhar, quality and other characteristics are
standardized.

(7) Short-term securities shall be securities wétim to maturity up to one year.

(8) Long-term securities shall be securities waimnt to maturity of more than one year.



Article 5.

Compulsory elements of security shall be as foltaysdentification of security’s type; b)
designation of security’ class; ¢) number and destign of the security in the Registry; d) name,
head office and address of securities’ issueddtgnation and registration number in the Register
Issuers maintained by the Commission; e€) nomireal) (palue;

f) data about the owner of security such as namad loffice and registration number of the legal
entity or the name and surname, and personal fariton number of a natural person, as well as
related identification number for a foreign legatigy and natural person; g) issuer’s liabilitiesveell
as rights of security’s owner including the maningtheir fulfilment; h) other elements stipulategd
particular law or regulations of the Commission.

2. Issuer of securities

Article 6.
The issuer of securities may be the Republic Sgpsisg municipality, investment fund and any other
legal entity established as a joint stock comparg company with limited liability.

Article 7.

(1) The Commission shall maintain the Registersetiers of Securities (hereinafter: Register of
Issuers) in which it enters the data about theeisand the issue itself. (2) Register of Issueead e

the record of general data about the issuer, loasécabout issued securities, share capital of the
issuer, bodies of the issuer and other data detedriy the regulation of the Commission. (3) Issuer
of securities shall be obliged to file the applioatfor entry of the data specified in the paragramf
this Article within the period of seven days fronetday conditions for entry are met, in accorddaace
provisions of this Law and regulations of the Cossion.

Article 8.

(1) Registration, maintenance of data and traraffeecurities shall be carried out in electronieifo
on issuer’s accounts, account of owners and otteenents in the Registry, in accordance with this
Law and enactments of the Registry. (2) The isshall be obliged to submit request form for
registration of securities within the period ofd&ys from the day the decision on registratiorhef t
issuer with the Commission has been received,dordance with this Law.

3. Acquisition, transfer, limitation of rights and rights of the third parties on securities

Article 9.

(1) The legal basis for acquisition and transferigifits from securities shall be a legal transactio
whose purpose is acquisition and transfer of ovwners judicial decision or a decision of other
competent authority. (2) The legal basis for littiita of the rights from securities shall be the
decision on issuance, a legal transaction, a caling or a decision of other competent autho(By.
Rights and obligations from securities shall beuaregl, transferred and limited by their entry on
owner’s account in the Registry.

(4) Excluding the paragraph 3 of this Article, #mity that acquired securities on the basis of
purchase transaction of securities, concluded erstibck exchange or other regulated public market,
may give the order to sell acquired securitiesrgndransfer of ownership rights to acquirer ie th
Registry.

Article 10.

(1) The third parties may acquire the right of gieénd usufruct. (2) The right of pledge on segit
shall be acquired by the entry of that right in Registry on the basis of a legal transaction aaied
between the owner and the third party, of unildtexaression of owners’ will, a judicial decision o
on the basis of law. (3) Right of usufruct on sés shall be acquired by the entry of that right
the Registry on the basis of a legal transactioclcmled between the owner and the third party or
unilateral expression of owners’ will.

[ ISSUANCE OF SECURITIES
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Article 11.

(1) When issuing securities in the Republic Srp#ka,issuer shall be obliged to publish a prosgectu
(public offer) or to deliver it to previously deteined buyers (private offering). (2) The prospectus
must contain complete, accurate and objective inébion on assets and liabilities, loss or profit,
financial standing and prospects of the issuerpthipose of raising funds, risk factors as well
information on the rights incorporated in secusitie which the prospectus pertains, based on wich
potential investor can make an objective assessaieigk of investment and make a decision about
investment. (3) The prospectus shall not be puktigr delivered to previously determined buyers
before it has been approved by the Commission.

Article 12.
Payment of securities issued in accordance witkigiamns of this Law shall be carried out only in
cash.

1. Public issue

Article 13.

The securities public issue procedure shall incladi@reparation of the prospectus; b) decision-
making regarding the issue; ¢) contract arrangeimeiwteen the issuer and a bank for the purpose of
opening of temporary account for depositing of pagitrarising from purchase of securities; d)
submission of issue approval request to the Coniomise) decision-making upon the request of the
issuer; f) publishing of a prospectus and pubhdtation for subscription and payment of securities
g) subscription and payment of securities; h) deiteation and publishing of the issue results; i)
entering the issue into the Register of Issuerk thik Commission and registration of securities on
the account with the Registry.

1.1. Prospectus

Article 14.

Prospectus shell contain: a) the data on the isblgne data on securities subject to the isuhec
data on the issuer’s business activities, d) the oia place, manner, deadline and time of subgznipt
and payment of shares, e) statement on invesjitige fdata on issuer’s responsible parties, g) the
data on guarantor of the issue, h) statement feser’s responsible parties.

Article 15.

The data on the issuer shall be as follows: a) reamdenead office of the issuer, b) designation and
registration number of the issuer in the Registdssuers with the Commission, ¢) number and the
date of the registration in the Court Registeledpl status, e) prevailing business activities, f)
number and date of the decision on approval toateeissued by a competent authority, for issuers
for which such approval is prescribed by a spdaia] g) information on parties related to the issue

in accordance with the Law (name, head office,igp#tion in capital), h) the amount of subscribed
and paid in share capital on the day of the lastiahand interim financial statements, types, ¢lass
number and nominal value of existing shares or bawotvertible into shares, i) structure of total
amount of capital on the day of the last annualiatetim financial statements, j) ownership struetu

of share capital on the day of the last annualiatgdim financial statements, including: 1) the: 6§
entities who, directly or indirectly, have signditt influence on management of the issuer (hame and
surname, address, function (membership) in bodidsedssuer for natural persons, or a company and
head office for a legal entity), 2) the list of silaolders with 5 % or more of total number of vptes
stating in addition the percentage of votes thexel{faame and surname, address, function
(membership) in bodies of the issuer for naturasges, or a company and head office for a legal
entity), 3) total number of votes in assembly & tbsuer, total number of shareholders with voting
rights, number and nominal value of company’s ohares.

Avrticle 16.
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The data on securities subject to the issue skabkldollows: a) title of a competent authoritygiag
the decision on issuance and the date the decasrpassed, b) ordinary number of the issue, type
and class of securities,

¢) number, nominal value of security and total eadfi the issue, d) maturity, interest, manner and
deadline for payment of principal and interesto@se of debt securities issue), e) rights incotpdra
in securities and limitation of these rights, fJders, deadline and manner to exercise pre-emption
right, g) sell price and manner of its determinatio) total number of issued securities of the same
type and class, i) statement on listing of the @déwy issues of securities of the same type arsdcla
on the stock exchange or other regulated publiketar

Article 17.

(1) The data on the issuer’s business activitiedl fle as follows: a) short description of actestiand
history of issuer’s business operations, b) shestdption of the issuers’ market position, c) vo&u

of production or services for the last three yedyslependence on licenses or other rights on
intellectual property or on special contracts intaot for issuer’s business activities, €) possessfo
company’s own patents or other rights on intellacpoperty, f) review of foremost current
investments (technical structure, value, dynamaijticularly referring to investments in research
and development, g) structure of company’s ownfpliotof securities, h) basic information on
initiated or expected disputes which may signifteafifiect on the issuer’s business activities, i)
comparative review of main aggregate items of tlarre sheet, the profit and loss account and the
cash flow statement on annual statement of accdantke last three business years (own statements
and consolidated financial statements), expressatisolute and relative values, including
explanation for significant changes of the balastoeet items (more then 10%), j) main aggregate
items of the balance sheet, the profit and losswaticand the cash flow statement from the last
interim statement of accounts, k) paid dividendstyges of shares for preceding business year, 1)
amount of liabilities that are due and their p@pttion in total amount of liabilities on the ddet
decision on issuance was made, m) number of daga Wie bank account was frozen in the
preceding and current year until the day the prasggevas published, n) mortgage, pledge and other
limitations on the issuers’ assets, 0) name and b#fice of audit company, name and surname of an
authorized auditor who audited financial reportd apinion on performed audit of financial reports
from the paragraph 1 item h) of this Article, d)alanges or discharge of authorized auditors
involved in audit of financial reports which arentained in the prospectus, as well as reasons#or t
(2) If the issuer is a bank or other financial origation, apart from the data in the paragraph thisf
Article, this part of the prospectus shall cont&iso the data on: a) insurance of payment policy, b
value and structure of reserves for losses ontstag)ivalue of foreign exchange, d) capital adegua
and e) other indicators which are required fromkisdsy particular regulation.

(3) If the issuer is an insurance organizationstdipam data in the paragraph 1 of this Articlasth

part of the prospectus shall contain also the diata@) contingency funds, b) value of reserves, c)
prevention fund, d) re-insurance and e) other aidis which are required by particular regulation.

Article 18.

The data on the place, manner, deadline and tirtleecfubscription and payment of shares shall be as
follows: a) the list of locations for the subscidpt and payment of shares, name, head office and th
address of the bank at which the temporary acdoambeen opened for depositing of payments as
well time of the subscription and payment of shabog¢sleadline for the subscription and payment of
shares, c) indication about the issuer’s reseriggd of renunciation of the public offer, d) crii@n to
declare the issue successful, €) manner and neéuiiod of executed payments in case of renunciation
of the subscription and payment of shares or ie chsinsuccessful issue.

Article 19.

The statement on investing shall contain: a) inmest objectives, manner to handle funds which will
be raised by the issue and expected effects o$iimgg b) description of the main risks of inveshtine
related to the issuer’s business activities, chiaristics of securities or other factors.

Avrticle 20.
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The data on responsible persons of the issuerlsdas follows: a) name and surname, b) address, c)
qualification and working biography of the directsrd member of management and supervisory
board, including also possible sentences for ciatmffences against the economy and his/her officia
duty.

Article 21.

(1) The statement of the issuer’s responsible perfom the Article 14 item h) shall read: ,To the
best of our belief and in keeping with all our kietlge and the data we possess, we declare that all
data in this prospectus constitute a full and frdtbresentation of the assets and liabilitiesséssand
profits, the financial position and operationsta# tssuer, the rights contained in the securigésted

to them and that facts have not been omitted wigfint influence the completeness and truthfulness
of this prospectus. The prospectus shall not cdmoaterial facts and shall not contain the data or
information that might mislead potential investdR2) The statement from the paragraph 1 of this
Article shall be signed by the director, the presidof the management board and the president of
supervisory board of the issuer.

Article 22.
Appropriate provisions of the Law which regulaties establishment of a joint stock companies shall
be applied to the content of a prospectus of areiss a joint stock company.

1.2. The decision on issuance

Article 23.

(1) The decision on issuance of securities shaltain: a) full name and address of the issuer; b)
designation and registration number of the issuéiné Register of Issuers maintained by the
Commission; c) title of competent authority respblesfor making a decision on issuance; d) the
adoption date of the decision on issuance; e) tme&# objectives, manner to handle funds which
will be raised by the issue and expected effectavasting; f) type of the issue; g) ordinary numbe
of the issue, identification of the type and claksecurities; h) number and nominal value of
securities and total value of the issue; i) magyiiiterest, manner and deadline for payment of
principal and interest (in case of debt securiege); j) total number and value of to date issued
securities of the same class and the amount ddtezgd capital; k) rights and limitation of thehig
contained in the security; 1) holders, deadline arahner to exercise pre-emptive right, if the issue
being conducted includes that right; m) sell paod manner of its determination; n) criterion to
declare the issue successful; 0) opening and gdiire of the subscription and the list of location
for the subscription and payment of securitiesngication about the issuer’s reserved right of
renunciation of the public offer of securities prio expiration of determined deadline for their
subscription and payment; q) name, surname anflitietion of the issuer’s persons authorized to
carry out the issue of securities; r) other elem@ntccordance with the Commission’s regulati@. (
The contract on successive foundation of a jomtkstompany shall represent as well the decision on
the first issue of shares.

Article 24.

(1) The decision on issuance of securities shallmpose restriction on the right to purchase
securities to any person, unless that right hadeen restricted by the law, nor can give priciaty
any buyer. (2) Excluding the provisions referredntparagraph 1 of this Article, owners of shares o
the same issuer may have the pre-emption righdséordance with the provisions of the law. 10

Article 25.

(1) The issue of securities (bonds) of the RepuBtjeska shall be carried out according to a special
law. (2) The issue of municipality bonds shall laered out in compliance with the decision of the
competent authority, in accordance with the prawvisiof this and other laws.

1.3. Contract arrangement between the issuer andlzank
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Article 26.

(1) The contract arrangement on opening of temgaecount for depositing of payments related to
purchase of securities, between the issuer andlg bhall regulate the rights and obligations ef th
contracting parties with regard to payments in gées issue procedure. (2) Closer elements of the
contract referred to in the paragraph 1 of thiscdetshall be prescribed by the Commission.

1.4. The issuer’s application

Article 27.

(1) The issuer of securities shall submit to then@ussion the request form for approval of the
prospectus, at the latest within 30 days from thepéion day of the decision on issuance. (2) The
application shall be filed on the form prescribgdie Commission. (3) The request form referred to
in the paragraph 1 of this Article shall be acconigd by the following: a) the prospectus; b) the
decision on issuance; c) the Statute; d) a codettssion on issuer’s entry in the Court Register, f
issuers obliged to enter into the Court Registyyhe decision on the issuer’s entry in the Registe
Issuers maintained by the Commission; f) the cahterangements between the issuer and a bank on
opening the account for depositing payments, @nional reports and an auditor’s reports, in
accordance with the Commission’s regulations; hjutds of sessions of the competent authority at
which the decision on issuance was made; i) propagment of the administrative fee. (4) Apart
from requirements referred to in the paragraph thisfArticle, the Commission may also prescribe
additional documents to be submitted.

1.5. Correction of documents

Article 28.

(2) If the request form for approval of the progpsdas not been accompanied by an orderly and
complete documentation in accordance with this Lta@,Commission shall provide the issuer with a
written request to correct all insufficiencies viitlthe determined period from the day the
Commission’s request was received. (2) In caséstheer does not comply with the deadline referred
to in the paragraph 1 of this Article, the Comnassshall make decision to reject the application as
disorderly, incomplete or submitted by an unauttestiparty.

1.6. Decision making upon the issuer’s application

Article 29.

(1) The Commission shall make decision upon thgeiss application for approval of the prospectus
within 30 days following the day of receipt of amderly and complete application. (2) The decision
referred to in the paragraph 1 of this Article shalfinal.

Article 30.

(1) The Commission shall approve the prospecttigiissuer has submitted timely, orderly and
complete application and if it contains all theadahd all documentation have been attached
prescribed by this Law and the Commission’s redutat (2) If throughout the decision making
procedure is evident that additional data or doguat®n shall be submitted, the Commission shall
conclude to invite the issuer to provide them witthie determined deadline accompanied with
necessary explanations. (3) Excluding the provssiafithe paragraph 1 of this Article, if it is egitt
that significant facts and circumstances exist Wwisicould be stated in the prospectus, or if itis a
public knowledge, or otherwise known to the Comioissor reliable proofs of those facts and
circumstances are at the Commission’s disposalCtmmission shall conclude to invite the issuer to
supplement the prospectus accordingly. (4) Non-diamge with the Commission’s request may be
ground for rejection of the application.

Article 31.

(1) The Commission shall not approve the prospeotasse: a) the content of the prospectus is

contrary to provisions of this Law and provisiorighee Commission’s regulations or the form of the
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prospectus is not in accordance with provisionthisfLaw and provisions of the Commission’s
regulations; b) all necessary data have not begadsin the prospectus or prescribed documentation
has not been attached; c) the data in the prospaotunot in accordance with the decision on
issuance, that is the data do not correspond Witldata in submitted documentation; d) the
bankruptcy proceeding or liquidation proceedingenbgen instituted; e) it contains false or incdrrec
quotes, statements, assessments or prediction;

f) it contains the data that give false presentatioif important facts have been omitted; g) thed

for protection of investors’ interest. (2) In acdance with prescribed criteria, the Commission can
limit the volume of the issue to be undertakenh®yissuer in proportion to the amount of the share
capital.

Article 32.

(1) By its decision to approve the prospectus@bmmission shall confirm that the issuer complied
with the provisions of this Law and that the pragpe contains all elements determined by the Law
and the regulations of the Commission. (2) Theagssesponsible parties of the issuer and an audito
shall be liable for the truthfulness, accuracy althess of the data published in the prospectjs. (
The responsible parties referred to in the pardgPapf this Article shall be jointly and severally
liable for the damage that was result of untruthificcurate and non-full data in the prospects. (
The Commission shall not be liable for truthfulnesscuracy and fullness of the data referred to in
the paragraph 3 of this Article.

1.7. Publication of the prospectus and public invdtion

Article 33.

(1) The issuer shall publish, at least 15 daysrpaidhe opening of the subscription of securities,
public invitation for subscription and payment etarities in the form of an advert in a daily
newspaper available throughout the whole territdrshe Republic Srpska. The advert shall contain
the wording of the prospectus or information on setibe prospectus can be obtained or ordered, free
of charge. (2) The prospectus shall be availablevestors at the issuer's headquarters and ithall
places where the subscription for securities ifopered. (3) The issuer shall publish the prospectus
and the public invitation for subscription and p&yrof securities on web site of the stock exchange
or other regulated public market, at least 15 gaigs to the opening of the subscription of sedesit

(4) The public invitation shall not be publishedoptto the receipt of the Commission’s decision
approving the prospectus. (5) The issuer shall guiorthe Commission and the bank, within 3 days
from the day of publication, proof that the pubtitation referred to in the paragraph 1 of this
Article has been published. (6) If the issuer stowdt publish the prospectus within the prescribed
term, the decision of approval of the prospectierred to in Article 22 paragraph 4 of this Law lfha
cease to be valid.

1.8. Modification of conditions contained in the pospectus

Article 34.
(1) Throughout the public offering, the issuer nust change its Statute or other enactments that
determine the rights of securities owners describdde prospectus.
(2) If throughout the public offering, a new circstances should develop which indicate that the data
stated in the prospectus are inaccurate or untriyitnf a new information emerge whose content
could influence decision making regarding purchafsgecurities, the issuer shall terminate the publi
offering of securities, inform the Commission ahd public and without delay file with the
Commission an application for approval of the miadiion of the prospectus. (3) The issuer shall
publish the modification of the prospectus withid&/s from the day of receipt of the Commission’s
decision in the same way prescribed for publicatibthe prospectus. (4) The issuer shall deliver th
modified prospectus to all the investors who penied subscription of securities during the public
offering along with information that they have rigb cancel the subscription. (5) Every person who
subscribed and paid in securities referring toddwa from the prospectus prior to its modification,
shall have right to, within 15 days from the dayedeipt of modified prospectus, cancel its
subscription of securities and require reimbursdrépaid in deposits along with the interest on
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deposits. (6) The issuer shall reimburse paid podigs along with the interest on deposits within
three days from the day of receipt of a requestdonbursement referred to in the paragraph 5isf th
Article.

1.9. Promotion of the public offer

Article 35.

(1) The issuer may promote the public offer of siigs. (2) The promotion related to the public
offering of securities must contain informationtbe day of publication of the prospectus and places
where the prospectus is made available to inveqi®rsnformation on public offering must be
complete, shall not lead into wrong conclusions simall be in accordance with the prospectus. (4)
The issuer shall deliver promotional material te @ommission three days prior to its publication or
distribution.

1.10. Subscription and payment of securities

Article 36.

(1) The issuer shall commence the procedure fascsigiion and payment of securities within 30
days from the day of receipt of the decision orrapgl of the prospectus made by the Commission.
(2) The Commission may annul the decision on apgdroi/the prospectus if: @) it subsequently
founds out information which would have been grotordejection of the request had they been
known while approving the prospectus, b) circumstaralter to the extent that there are no more
bases for approval of the prospectus, c) it deteemihat any related party carries out promotion
contrary to provisions of this Law.

(3) In case referred to in the paragraph 2 of Ahigcle, the issue shall terminate all activitietated
to the issue of securities. (4) In case referrdd tbe paragraph 2 of this Article, the subscaptof
securities shall be annulled. All paid in deposéieived by the issuer for subscribed securitiesiga
with the interest on deposits, shall be reimbursaéthin three days from the day of receipt of the
Commission’s decision.

Article 37.

(1) The subscription of securities in a public dfig shall be performed in the issuer’s offices or
offices of a stock exchange intermediary that hesrdract with the issuer to perform these actwsiti
(2) The issuer and stock broking companies sheallreethat the subscription of securities is carried
out in accordance with this Law, the Commissioegulation and the prospectus. (3) Throughout the
subscription, all deposits for paid-in securitibalsbe deposited in a special account at a bank, a
shall not be used until the successful closindheffublic offering in accordance with the Article 3
paragraph 1 of this Law. (4) Provisions referrethtthe paragraph 3 of this Article shall not apfay
the public offering of debt securities that bardsie in accordance with the Article 38 paragraph 2
and the Article 40 of this Law. (5) The issuer’sditors may not collect paid in deposits for
purchased securities prior to successful closirth@public offering. (6) In case a proposal for
initiating a bankruptcy has been submitted or &hagstcy has been initiated, the public offeringlsha
be terminated and paid in deposits returned inrdecwe with the Article 39 paragraph 2 of this Law.
(7) The Commission shall prescribe the manner aadeglure for the subscription and payment of
securities.

1.11. Deadline for the subscription and payment dfecurities

Article 38.

(1) The subscription and payment of securitiesughopublic offering can be 90 days at the most,
from the opening day for the subscription and paynoé securities. (2) Excluding the provisions
referred to in the paragraph 1 of this Article palboiffering of debt securities that banks issue may
take time up to three years, in accordance withd#woision on issuance. (3) The issue referred to in
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the paragraph 2 of this Article shall be terminaigda) the issuer’s decision, b) termination @& th
issuer or ¢) a ban imposed by the Commission.

1.12. The close of the public offering

Article 39.

(1) The public offering shall be deemed succestfuithin the deadline referred to in the Articl8@ 3
paragraph 1 of this Law at least 60% of securifésred through prospectus are subscribed and paid
in, except the issuer determined higher perceritatiee prospectus for success of the issue. ({elf
subscription and payment of securities throughipudifering should not close in accordance with the
paragraph 1 of this Article, the subscription afiséties shall be annulled. All paid in deposits
received by the issuer for subscribed securitiesigawith the interest on deposits, shall be regdrn

to investors, within three days from the day ofiptof the Commission’s decision. (3) If prior to
expiration of the deadline referred to in the Adi88 paragraph 1 of this Law, prescribed percentag
of offered securities or higher percentage therptescribed one referred to in the paragraph hisf t
Law are subscribed and paid in, the issuer caredhues public offering. (4) Upon closing of the pabl
offer in accordance with the paragraph 1 and BisfArticle, subscribed securities that has nohbee
paid shall not induce any legal consequences mobeancluded in any legal transactions. (5) After
expiration of the deadline for the subscription pagiment of securities, neither the issuer nor the
issuing agent shall either offer or enable the stiptson of securities or receive payments for
securities. The subscription and payment of sdearitpon expiration of the deadline referred to in
the Article 38, paragraph 1 of this Law shall bd.nu

Article 40.

(1) Provisions of the Article 39, paragraphs 1n#é & shall not apply to a public offering of debt
securities that bank issue within the deadlinerreteto in the Article 38 paragraph 2. (2) Closer
requirements for the subscription and payment aifisies referred to in the paragraph 1 of this
Article shall be prescribed by the Commission.

1.13. The report on results of the public offering

Article 41.

(1) The issuer shall, at the latest within seveysdeom the closing day of the public offering file

with the Commission the report on the number andgrgage of the securities subscribed and paid
for, along with the bank report on payments depdsiin the temporary account. The Commission is
authorized to require from the issuer other dateceming the subscription and payment related to
that particular issue of securities. (2) The bamisnotify the Commission of the securities
subscribed and paid for in case of the public oftereferred to in the Article 38, paragraph 2 #mel
Article 40 of this Law. (3) The Commission shalt@nine in its regulation the content, manner and
deadline for reporting referred to in the paragsaptand 2 of this Article.

(4) The issuer shall publish the data referredhtiheé paragraph 1 of this Article at the latestinit
seven days from the closing day of the public affgrin at least one daily newspaper available
throughout the whole territory of the Republic &gand on web site of the stock exchange and other
regulated public market.

1.14. Registration of the subscription

Article 42.

(1) In case of successful closing of the publi@offg of securities, the issuer shall file the esjuor
entering of the issue into the Register of Issnatained by the Commission along with the report
referred to in the Article 41 paragraph 1 of thal (2) The Commission’s decision on registratibn o
the issue into the Register of Issuers simultadg@manfirms the issue successful.
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Article 43.

(1) The issuer shall, within the deadline refet@d the Article 8 paragraph 2 of this Law, fitest
request for registration of securities in the Regig2) The Registry shall notify the stock excban
or other regulated public market of the registrat6 securities. (3) On the basis of the Registry’s
report, the securities issuer through public offeall be listed on a stock exchange free market or
other regulated public market.

2. Private offering

Article 44.
Provisions of this Law related to a public offeriofgsecurities are accordingly applied to the
procedure for a private offering, unless othervpisescribed by provisions in this part.

Article 45.
The issuer can perform a private offering of samgiin accordance with provisions of this Law once
in the course of one calendar year at the most.

Article 46.

(1) Securities issued and obtained through a mrigéfering may not be sold, pledged or in any other
way alienated in the period of at least one yaanfthe registration in the Registry, except in the
following casesa) transfer on the basis of inheritance or by fatkaw; b) transfer of shares in case
of takeover of a joint stock company; c) transfestwares to issuer in cases pursuant to the Lgw. (2
Upon expiration of the period referred to in theggmaph 1 of this Article securities issued and
obtained through a private offering may be listadtee stock exchange or other regulated public
market, under condition that the issuer publisheoapectus in accordance with provisions of this
Law.

2.1. The decision on issuance through private offierg

Article 47.

The decision on issuance of securities throughegeieffering, apart from elements determined by
provisions of the Article 23 of this Law, must caint also: a) title or names of investors who will
perform subscription and payment of securities el & the amount of their investments; b)
limitation of transfer of securities subject to tksue, in accordance with provisions of this Law.

2.2. The request for approval of the prospectus

Article 48.

(1) With the request for approval of the prospeftudhe issue through private offering, apart from
attachments prescribed by provisions of the Artfigparagraph 3 of this Law, the issuer shall stbmi
the proof of identity of previously determined bug®d a proposal of statement for the press
regarding the issuance. (2) The form and contetfieofequest for approval of the prospectus for the
issue through private offering and the statementtfe press referred to in the paragraph 1 of this
Article as well as the report referred to in theéide 54 of this Law shall be prescribed by the
Commission.

2.3. Alteration of buyer in the private offering

Article 49.

(1) If a buyer in the private offering should b&ee¢d throughout the private offering, the issunals
obtain from the Commission permission for suchratten. (2) If a buyer in the private offering
should be altered throughout the private offerthg,issuer shall submit to the Commission corrected
decision on issuance with accurate informationhenbtuyer’s identity. (3) The Commission shall
declare null any issuance through private offevitngch ended selling securities to buyers not named
in the decision on issuance.

2.4. Decision making upon the issuer’s request
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Article 50.

(1) The Commission shall make a decision to eigtpgrove or reject the prospectus for the issue
through public offering within 30 days after redeiy orderly and complete request. (2) The decision
referred to in the paragraph 1 of this Article shalfinal.

2.5. Communication with buyers

Article 51.

(1) The issuer shall not publish prospectus forigkae through private offering but shall delivtetoi
buyers free of charge.

(2) Throughout a private offering, the issuer shall communicate with potential investors through
the mass media.

2.6. Subscription and payment of securities

Article 52.

(1) Securities subject to a private offering shallsubscribed and paid in within 30 days from te d
of receipt of the decision on approval of the peasps referred to in the Article 50 of this Law) (2
Excluding provisions referred to in the paragrapif this Article, in the case of issuance through
private offering pursuant to a special programeiimployees, the deadline for payment of subscribed
securities may be up to three years.

2.7. Closing of a private offering

Article 53.

(1) A private offering shall be deemed success$fwithin the time from the Article 52 of this Law
the total number of securities offered throughghespectus is subscribed and paid in. (2) If the
subscription and payment of securities in the peiwdfering should not end in accordance with the
paragraph 1 of this Article, the subscription dfigéties shall be cancelled. All paid in deposits
received by the issuer for subscribed securitiesigawith the interest on deposits, shall be regdrn
to buyers, within three days from the day of reteithe Commission’s decision.

2.8. The report on the results of a private offerig

Article 54.

(1) The issuer shall at the latest within threesdafyer closing of a private offering, deliver beet
Commission the report on the number and percertagebscribed securities, along with the bank
report on payments deposited on the temporary atcdbie Commission shall be authorized to
require from the issuer other data concerning tisaription and payment related to that particular
issue of securities. (2) The Commission shall piesdhe content, manner and deadline for reporting
referred to in the paragraph 1 of this Article. T8 issuer shall publish the data referred tdén t
paragraph 1 of this Article at the latest withinese days from the closing of the offering in atstea

one daily newspaper available throughout the whest@ory of the Republic Srpska and on web site
of the stock exchange and other regulated publikeha

2.9. Subscription of securities

Article 55.

(1) In the case of a successful ending of a prigéfexing of securities, the issuer shall submét th
request for entering of the issue into the Registéssuers maintained by the Commission along with
the report referred to in the Article 54 paragrapdf this Law.

(2) The Commission’s decision on registration & igsue into the Register of Issuers simultaneously
confirms the issue successful. (3) The issuer stitiin the time referred in the Article 8, paragha

2 of this Law, file the request for registrationsafcurities in the Registry. (4) The Registry shall

notify the stock exchange or other regulated pubbcket of the registration of securities.
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3. Issue of securities of issuers from the Federati of B&H and Brcko District

Article 56.
Provisions of this Law related to the domesticéssshall apply to issuers from Federation of B&H
and Brcko District, which issue securities on titory of the Republic Srpska.

4. The issue of securities of a foreign issuer

Article 57.

(1) A foreign issuer may issue securities in thpuddic Srpska pursuant to provisions of this Law
only through a stock exchange intermediary thahigaged to act as an agent or an underwriter. (2)
The request for approval of the prospectus shdildd on behalf of a foreign issuer by the stock
exchange intermediary referred to in the paragfiaphthis Article. (3) The request shall be
accompanied by a contract on agency or underwtit@tgreen the foreign issuer and the stock
exchange intermediary. (4) The stock exchangerrgdrary shall also perform other tasks on behalf
and for the account of the foreign issuer in ttecpdure for issuing securities.

Article 58.

(1) The Commission may approve the prospectusofedgn issuer although the request is not
accompanied by all the prescribed attachmentseoreifjuest does not contain all the prescribed data
if: a) the stock exchange intermediary engagedtasan agent or an underwriter should prove that
pursuant to legislation of the issuer’s countrysthattachments and data cannot be furnished, and if
the Commission considers that will not lessen thteqtial investors’ possibilities for making an
objective assessment of the prospectus and rigkeofvestment and of making a decision
concerning the investment and b) the stock exchamgemediary engaged to act as an agent or an
underwriter should prove that pursuant to legistatf a country in which the issuer of securitias h

a head office, there attachments and data aresquoired for approval of the prospectus, under
condition of reciprocity, which is assumed. (2) Bteck exchange intermediary referred to in the
paragraph 1 of this Article shall also jointly aselerally guarantee that the data contained in the
prospectus of a foreign issuer in truthful and clatgp

5. Issue of securities outside of Republic Srpska

Article 59.

(1) A domestic issuer that intends to issue sdeardutside the Republic Srpska shall previously
notify the Commission of the characteristics ofititended issue in accordance with provisions of
this Law. (2) Within eight days from the closingyd# the issue referred to in the paragraph 1isf th
Article, the issuer shall inform the Commission abihe number of securities subscribed and paid
for. (3) Within ten days after receiving appropeidecision on closing the issue referred to in the
paragraph 1 of this Article, the issuer shall psibliesults of the issue in the manner and form
prescribed by provisions of this Law.

6. Exceptions from the compulsory production of a ppspectus

Article 60.
(1) The issuer may issue securities without prdduoaif a prospectus in the following cases: a)
simultaneous foundation of a joint stock company imcrease of share capital, b) on the basis of
conversion of reserves and retained earnings lr@slare capital, ¢) on the occasion of decrease of
the share capital, d) on the occasion of statusgdhae) when the total amount of the issuance does
not exceed 100.000 BAM and number of buyers isigger then 10; f) issuance of new shares on
their merger, division, conversion and denominatgrissuance on the basis of conversion of
convertible bonds and warrants into shares, amsshance of short-term securities. (2) Short-term
securities shall not be issued with a maturity deént clause through the issuance of a new sefries o
securities. (3) In case of the issuance referred paragraph 1 of this Article, the issuer shailiifiy
the Commission of the issuance within seven days filay of decision-making, attaching the
decision and other documents determined by thdatga of the Commission. (4) The issuer shall
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execute the issue referred to in paragraph 1, deaf this Article once in two calendar years. The
Commission, by its regulation, regulates in ddtal content of decisions and other documents which
the issuer shall submit to the Commission, the raafor reporting to the Commission as well as
other obligations relating the issuance referreid fwaragraph 1 of this Article.

Article 61.

(1) The issuer of publicly issued securities, whach traded in organized way on the stock exchange
or other regulated public market, may issue shiayeonversion of claims into the share only when it
is particularly prescribed by other law, in caseasbrganization of a debtor in bankruptcy procegdi
or in the process of restructuring on the occasfgreparation of a company for privatization.

IV TRANSACTIONS WITH SECURITIES AND AUTHORIZED PART ICIPANT ON THE
SECURITIES MARKET

Article 62.

Transactions with securities shall be as followsrakerage in purchase and sale of securitiebéy t
order of a client, on its behalf for the clienttscaunt (broker’s activities); b) securities tradeits
behalf and for its account in order to make a piofealer's activities); c) transactions in spesiatk
exchange trade — simultaneous bid-ask of secyrdgiesne’s own behalf and for one’s own account,
to maintain constant demand for certain securitgrkat support activities — market making); d)
management of a securities portfolio on behalf ofistomer (portfolio managing activities); e)
organization, preparation and implementation ofstiption and payment of securities, and
performance of other activities for the issuerteglao issuance of securities, preparation for the
listing of securities on a stock exchange and igdl public market including the filing of the iisj

on behalf of the issuer (performance of the busimésn issuing agent); f) organization, preparatio
and implementation of issuance of securities ferisisuer and related subscription and payment of al
securities, for their further sale to potentialestors, to ensure the success of the subscriptidn a
payment of an issue (underwriting activities); dyiaing clients on investments in securities
(investment advice activities) and h) custody atiis.

Article 63.

Authorized participants of the securities marketlisbe legal entities and natural persons that have
been licensed by the Commission to perform traimasivith securities such as stock exchange
intermediary, brokers, investment advisors andstment managers.

1. Stock exchange intermediary

Article 64.

(1) Transactions with securities referred to inAlnécle 62 of this Law as a business activity niey
performed exclusively by a broker-dealer company laank (hereinafter: stock exchange
intermediary) that have been licensed by the Cosionigo conduct such transactions and have
entered such transactions as their business a&siit the court register. (2) Trade of publiclgusd
securities shall be carried out exclusively bysteek exchange intermediaries on a stock exchange o
other regulated public market. (3) With its reguas the Commission shall determine terms related
to the trade in securities which were not issuedufh public offer for sale, on a stock exchange or
other regulated public market. (4) Securities idsioe sale pursuant to provisions of this Law may b
also traded directly between stock exchange intétamies providing that a stock exchange is notified
of the trade on a daily basis. (5) The Commisshall prescribe closer terms related to trading and
reporting referred to in paragraphs 3 and 4.

Article 65.

(1) Stock exchange intermediary that performs rae activities must have at least one employed
broker. (2) Stock exchange intermediary must havesst two employed brokers to perform other
transactions with securities. (3) Stock exchanggrinediary may perform investment advice
activities if it also employed, in addition to aoker, at least one investment advisor. (4) Stock
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exchange intermediary may perform investment pliotftmanaging activities if it also employed, in
addition to a broker, at least one investment manag

1.1. Broker-dealer company

Article 66.

(1) Broker-dealer company shall be founded asrd gibck company seated in the Republic Srpska,
whose sole business shall be transactions withrisesuypursuant to provisions of this Law, for wihnic
it has received a license from the CommissionP§®yisions related to founding and business
conduct of joint stock companies shall apply tokeredealer company, unless otherwise prescribed
by this Law.

Article 67.

(1) Shares of a broker-sealer company shall bestexgd share and must be paid in full before the
entry in the court register of the establishmertherinitial capital increase. (2) Shareholder of a
broker-dealer company may not be an entity whoaeasmitted of an offence against economy,
payment operation, his/her official duty or an offe against this Law, for which legal consequences
have become effective, as long as that consequasise

Article 68.

(1) For performing brokerage activities and invemtitradvice activities, the money part of share
capital of the broker-dealer company shall notdss than 50.000 BAM. (2) For performing dealer’s
activities, the money part of share capital ofltheker-dealer company shall not be less than 75.000
BAM. (3) For performing investment portfolio managiactivities and the business of an issuing
agent, the money part of share capital of the brdkaler company shall not be less than 100.000
BAM. (4) For performing market support activiti¢lse money part of share capital of the broker-
dealer company shall not be less than 200.000 B@&aME-or performing underwriting activities, the
money part of share capital of the broker-dealengany shall not be less than 600.000 BAM. (6)
Should the broker-dealer company perform sevetalites, it shall provide the share capital
according to the highest amount prescribed.

Article 69.

(1) Broker-dealer company which does not meetdlgeirements regarding money part of the share
capital intended for activities specified in thetidle 62 items €) and f) of this Law, may, basedton
contract signed with other broker-dealer compaeguest a license from the Commission to be able
to perform these activities, for the exact issuseamiurities. (2) The Commission shall issue thenke
referred to in the paragraph 1 of this Article pded that: a) contracting parties are both broker-
dealer companies; b) contracting parties meetdfairements regarding the money part of the share
capital intended for activities referred to in #heticle 56 items e) and f) of this Law.

1.2. Bank

Article 70.

(1) Provisions of this Law related to business emaf a broker-dealer company shall appropriately
apply also to the bank that conducts transactigtissgecurities. (2) A bank may conduct transactions
with securities after receiving license from then@oission for each individual activity and the bank
enters these transactions as one of its activitifge court register.

Article 71.

A bank may perform the transactions with securiiesiding that: a) it has special organizational
part; b) it has a special business account openeétprovides a separate recording and the data on
business conduct of that organizational part inbibeks.

1.3. Limitation to acquire shares and conflict of miterest
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Article 72.

(1) The same legal entity and natural person cagittér directly of indirectly, own shares of more
then one broker-dealer company. (2) Stock excharigemediary cannot either directly of indirectly,
own shares of another broker-dealer company. (&) g&nson may be employed by only one stock
exchange intermediary or be a member of the managieoh supervisory board of only one stock
exchange intermediary. (4) A brokerage company $ilnalish information on every change in its
ownership structure to the Commission within eigggs from the day when the change occurred.

1.4. License to Conduct Transitions with Securities

Article 73.

(1) With a license to conduct transactions wittuséies the Commission shall determine the type of
activities which a stock exchange intermediary pesform. (2) The Commission shall prescribe
closer conditions related to business conduct ssuing the license. (3) The Commission shall issue
license to conduct transactions with securitiegiMalr the period of three years from the issuiag.d
(4) The Commission may extend validity of a licetseonduct transactions with securities if a stock
exchange intermediary should continuously meetehairements and fulfil obligations prescribed by
this Law and the Commission’s regulations and ghdwgubmit to the Commission the request for
extension of validity of the license at the lateghin 30 days before the license expires.

Article 74.

(1) Before making an entry of the establishmerd bfoker-dealer company in the court register, and
before each next entry of business activities endburt register, for every individual activity Wit
securities, the broker-dealer company shall olftaim the Commission a license to conduct
transactions with securities. (2) The applicationthe issuance of a license to conduct transagtion
with securities shall be filed with the Commisstonfounders or the management of the broker-
dealer company.

Article 75.

The following documents shall be attached to th@iegtion for the issuance of a license to conduct
transactions with securities and submitted to thm@ission: a) founding act; b) the Statute; c) Rule
of business conduct of a broker-dealer compangndrtment on fees for conduct of transactions with
securities; e) an extract from the court registéren a broker-dealer company, which already has a
license for the performance of individual transawsi with securities, files the application; f) pro6
payment in money of the share capital; g) statesn@ihe¢ach shareholders of the broker-dealer
company that there are no obstacles related tasitiqu of shares pursuant to provisions of thisvi_a
h) proof that the broker-dealer company has pernmtanemployed appropriate number of brokers,
and/or investment advisors and/or investment masageccordance with the Article 65 of this Law;
i) the data on parties with special authorizatiand responsibilities; j) certificate issued by the
competent authority stating there are no obstagesified in the Article 67, paragraph 2 of thiswta
k) other documentation determined by the Commissigegulation on the basis of which it can be
determined if the personnel, technical and orgdioizal conditions exist for providing services to
which the application for issuance of a licensatesd; ) proof of payment of administrative fees (f
decision making upon application for the issuarfce lacense to conduct transactions with secujities

Article 76.

A bank shall submit to the Commission the followdwruments attached to the application for the
issuance of a license to conduct transactions seitlurities: a) the Statute; b) decision on the
establishment of organizational part to conducidaations with securities; c) the data on partigls w
special authorizations and responsibilities; d)rapal of the Banking Agency of Republic Srpska for
establishment of the organizational part to conthactsactions with securities; e) decision on gnyen
of the organizational part in the court registgnther documentation, pursuant to the Article ¥5 o
this Law, determined by the Commission’s regulatiarthe basis of which it can be determined if the
personnel, technical and organizational conditexist for providing services to which the

application for issuance of a license relates.
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Article 77.

(2) If the application for the issuance of a licets conduct transactions with securities has aehb
accompanied by an orderly and complete documentatiaccordance with provisions of this Law,
the Commission shall provide the issuer with atemitrequest to correct all insufficiencies withtre t
determined period from the day the Commission’siestjwas received. (2) If throughout the decision
making procedure is evident that additional datdamumentation shall be submitted, the
Commission shall conclude to invite the issuerrtmvigle them, within the determined deadline from
the day the conclusion was delivered, accompanitdnecessary explanations. (3) In case the issuer
does not comply with the deadline referred to mplaragraph 1 and 2 of this Article, the Commission
shall make decision to reject the application asmdierly, incomplete or submitted by an
unauthorized party. (4) The Commission shall mad@sgion to either adopt or reject the application
for the issuance of a license to conduct transastidth securities within 30 days from the dayled t
filing of an orderly and complete application. {#)e decision referred to in the paragraph 4 of this
Article shall be final. (6) The Commission shallug a license to conduct transactions with seesriti

if the applicant fulfils the conditions prescribleg this Law and the Commission’ regulation and if
the prescribed documentation has been attachée tapplication. (7) In the decision on the issuance
of a license to conduct transactions with secuitiee Commission shall specify for which particula
activities the license is issued. 26

Article 78.

The Commission shall refuse the application forifsaance of a license to conduct transactions with
securities if: a) provisions of the founding actidhe Statute of a stock exchange intermediary are
contrary to provisions of this Law and the Comnua& regulation, b) a stock exchange intermediary
does not fulfil conditions prescribed by this Lamdahe Commission’s regulation.

Article 79.
The Commission shall keep a register of stock exghantermediaries.

Article 80.

In case of status changes of merging by overtakimgging or division, a stock exchange
intermediary shall file an application for approweélstatus change with the Commission before
submitting the application for the entry in the daegister.

Article 81.

Stock exchange intermediaries that are mergind leadn application with the Commission for the
stock exchange intermediary that will be formedimrger before the entry of the new stock
exchange intermediary in the court register.

Article 82.

(1) A stock exchange intermediary may conduct tatisns with securities outside of the Republic
Srpska by establishing a branch office or a spéegall entity in accordance with the laws of the
country or the entity in which it intends to perfothe business. (2) Before the establishment of a
branch office outside of the Republic Srpska, thelsexchange intermediary shall advise the
Commission of its intention to establish a branfflte or a special legal entity. (3) The stock
exchange intermediary shall notify the Commissibthe established branch office or a special legal
entity within 10 days from the day of the entrytioé branch office in the register outside of the
Republic Srpska or from the obtaining of a licettseonduct transactions with securities outside of
the Republic Srpska. (4) The Commission shall pilesthe content of the notice and the
documentation which shall be submitted.

Article 83.

(1) The stock exchange intermediary whose headeoidi outside of the Bosnia and Herzegovina may
establish in the Republic Srpska branch officediodeict transactions with securities referred to in
this Law, on the basis of a license issued by t@@ission. (2) The branch office referred to in
paragraph 1 of this Article shall be legal ent{8). The stock exchange intermediary referred to in
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paragraph 1 of this Article, shall file the follavg documents attached to the application for the
issuance of a license to conduct transactions seitlurities: a) a certified translation and theiogeg

of the authorization to conduct transactions wébusities in the country of its domicile, b) a desd
translation and the original of the receipt provihgt the notice of establishment of a branch effic
the Republic Srpska has been delivered to a comipetgulatory body in the country of its domicile.
(4) The provisions of this Law that relate to thsuiance and revocation of license to the stock
exchange intermediary and to the business and\ssjoer of the stock exchange intermediary shall
also apply as appropriate to the branch officesrrefl to in paragraph 1 of this Article, unless
otherwise prescribed by individual provisions agthaw.

Article 84.

(1) The license to perform transactions with seé@sissued to the stock exchange intermediary from
the Federation of Bosnia and Herzegovina and frockdDistrict shall be valid also on the territory
of the Republic Srpska under condition that thelsexchange intermediary fulfils conditions for the
establishment and business conduct prescribeddydlwv and also respecting the principle of
reciprocity. (2) The stock exchange intermediafgmed to in the paragraph 1 of this Article shall
register the branch office established on thetteyriof the Republic Srpska and enter it in the
Register of the Commission referred to in the Aetic9 of this Law. (3) Provisions of this Law
related to business conduct, supervision and réieocaf a license shall apply to the stock exchange
intermediary referred to in the paragraph 1 of Hridcle unless otherwise prescribed by provisiohs
this Law.

Article 85.

Licenses to conduct transactions with securitiedl skease to be valid: a) upon expiration of the
period for which it was issued, if a request fardktension has not been submitted within the
prescribed period; b) on the day of the openinigasfkruptcy or liquidation proceedings of a stock
exchange intermediary; c) on the date of delivérg decision to revoke the license to conduct
transactions with securities; d) on the date oivdey of a decision to revoke the approval to pdevi
banking services, pursuant to provisions of the bavBanks; e) on the entry of the merging for
overtaking in the court register, in the case efriterging for overtaking of a stock exchange
intermediary; f) on the date of entry of the merigethe court register related to all the entitebe
merged.

Article 86.

If a stock exchange intermediary should inform@wmnmission about discontinuation of its business
activities and submits the application for remdvain the Register of stock exchange intermediaries,
the Commission shall make decision that the licéoagerform transactions with securities of that
stock exchange intermediary cease to be valid giayithat it fulfiled all obligations to its cliest

1.5. Supervision over business activities and revatton of license to perform transactions with
securities

Article 87.
(1) If in the procedure of supervision of a stogkleange intermediary illegalities should be
established or irregularities in operations, then@ossion shall make a decision ordering it to
eliminate founded irregularities within determirgehdline and may also undertake one or more
following measures: a) admonish it; b) give pulbéiprimand; c) revoke approval for appointment of a
director and issue the order for initiation of prdare for appointment of a new person to that
position; d) give the order to temporary ban th€grenance of certain activities or all the actiegi
the license to perform transactions relates tarth® period up to six months; e) give the order fo
temporary ban to dispose of funds on accounts acuarisies on account as well other assets — for the
period of up to three months, f) revoke the licetoseonduct transactions with securities; g)
undertake other measures in accordance with thisdral the Commission’s regulation. (2) The
Commission shall prescribe closer conditions andmaafor supervision, the procedure for giving
orders and undertaking measures as well as deddticempliance with the orders and duration of
measures.
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Article 88.

The Commission shall revoke the license of a stoahange intermediary to conduct one or more
transactions with securities if: a) within 30 déysn the issuance of the license does not file an
application to enter in the court register or witBD days from the issuance of the license does not
file an application to enter in the court as itsihess activity the transactions with securities fo
which it has obtained subsequent license from trar@ission; b) within six months from the
issuance of the license, the stock exchange intiamefails to commence conducting transactions
with securities or if it does not conduct such sagtions for more than 6 months; c) it conducts
transactions with securities for which it does Imate a license from the Commission; d) it performs
business activities that are not transactions sgthurities; e) the license for conducting transasti
with securities has been obtained on the basialeé data; f) it no longer fulfils the conditions
prescribed for obtaining the license to conductdeations with securities; g) it fails to bring its
business operations into conformity with the primris of this Law and the Commission’s regulation;
h) it repeatedly or severely violates the provisiohboth this Law and the Commission’s regulation
related to manner for conduct of transactions w&turities; i) it violates the provisions related t
manipulation and usage of privileged informatignt fails to comply with the decision on temporary
ban to conduct transactions with securities; khimithe time set by the Commission’s enactments it
fails to comply with the order to eliminate estabkd unlawfulness or irregularities and I) in other
cases when it fails to conduct transactions redaggcurities in accordance with this Law and the
Commission’s regulations.

Article 89.

Apart from the cases referred to in the Articled88his Law, the Commission shall revoke the li@ens
to conduct transactions with securities of a braoféice of a foreign stock exchange intermediary if
the license to conduct transactions with securitighe country of domicile of that stock exchange
intermediary should be revoked.

Article 90.

(1) By the decision to revoke the license to cohtiamsactions with securities, the Commissionlshal
set a time period in which the stock exchange iinégliary cannot re-apply for the issuance of a
license to conduct transactions with securitiesckvhowever cannot be longer than one year. (2) By
the decision to revoke the license to conduct aetisns with securities, the Commission may order
that unexecuted orders and other documents ofroessoof a stock exchange intermediary whose
license has been revoked by the Commission beféraed to another stock exchange intermediary,
with the consent of that other stock exchange iméghiary. (3) From the day on which the decision of
the revocation of the license to conduct transastisith securities becomes final, or from the day o
which the license becomes invalid under compuldioe stock exchange intermediary shall not
conclude, start performing or perform any new taagtisn related to the performance of the business
activities for which the license was issued. (4@ Tommission shall notify the stock exchange,
regulated public market, the Registry and the cagister of the revocation of the licence. (5)t0a
day on which the decision of the revocation oflibense to conduct transactions with securities was
made, the Commission shall instruct the bank atlwvthe accounts of the stock exchange
intermediary are kept, to block these accounts.

Article 91.

(1) In the course of bankruptcy proceedings ofakér-dealer company trustee in bankruptcy cannot
renounce an order for purchase or sale of seciritiech was accepted by that broker-dealer
company. (2) Bankruptcy estate of a broker-dealergany shall include neither claims of its clients
based on investment in securities nor claims oRépublic Srpska and the Central Bank of Bosnia
and Herzegovina on that basis. (3) The decisidndtitute liquidation proceeding or bankruptcy
proceeding on broker-dealer company shall be stibdnio the Commission within eight days from
the day on which the decision was made.

2. Broker, investment advisor and investment manage
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Article 92.
The Commission shall organize and implement exatioing for acquiring broker, investment advisor
and investment manager vocation and shall issueppate certificates.

Article 93.

(1) Broker, investment advisor and investment managpy perform transactions referred to in the
Article 62 of this Law only as an employee of acktexchange intermediary or other authorized
participant, providing that it has a license frdme Commission. (2) The license shall be valid ffier t
period of two years. (3) One person cannot at dngestime possess the operating license for broker,
investment advisor and investment manager. (4)Adramission shall prescribe the conditions for
acquiring vocation and obtaining operating licefugebroker, investment advisor and investment
manager. (5) Person who does not have a licenseddsy the Commission shall not provide services
of broker, investment advisor and investment mandgg The Commission shall keep a register of
brokers, investment advisors and investment masager

2.1. Application for issuance of operating licens® broker, investment advisor and investment
manager

Article 94.

(1) The person filing an application for the issteof a broker, investment advisor or investment
manager license shall attach to the applicatioddlh@wing: a) a copy of a certificate of acquiring
broker, investment advisor or investment manageation; b) the certificate of a competent authority
that he/she has not been condemned for criminglagitinst economy and payment operations,
his/her official duty and criminal acts under thesv and that no measures have been pronounced
against him/her in terms of prohibition to perfottme same or similar activities relating to secasiti

in the case of a foreign applicant, also certifreghslation of the certificate issued by the corapet
authority of the country whose citizen he/she js1 certificate of citizenship; d) a certified coply
his/her passport if a person is a foreign citizgra certified copy of an employment booklet; Qqir

of fulfilment of the conditions pursuant to regudais for the employment of foreign persons; g) proo
that he/she is employed with a stock exchangenrgdrary or confirmation of that stock exchange
intermediary that he/she will be employed; h) proibpayment of the administrative fee. (2) Apart
from documents referred to in paragraph 1 of thigcke, the person who filed the application shall
sign the following statement: a) that he/she wlhgciously, expertly and responsibly perform
activities he/she files the application f6};that his/her employment with former employersseshby
legally effective decision on termination of empiognt due to violation of working duties.

2.2. Commission’s decision-making on the basis opglication for issuance of operating license
to broker, investment advisor and investment manage

Article 95.

Provisions of the Article 77 of this Law shall appriately apply to the Commission’s decision-
making on the basis of application for issuancepsrating license to broker, investment advisor and
investment manager.

2.3. Acceptance of vocation

Article 96.

(1) The person who acquired broker, investmentsahar investment manager vocation outside the
territory of the Republic Srpska shall file witret@ommission the application for acceptance of
vocation in the Republic Srpska. (2) The Commissioall regulate closer conditions for acceptance
of vocation by its regulation. (3) Excluding praeiss of paragraph 1 of this Article, broker,
investment advisor or investment manager vocatiguiged in the Federation of Boshia and
Herzegovina and Brcko District shall be acceptetthawn obligation to register it with the
Commission.

Avrticle 97.
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Member of the Commission or the person, who has ba®loyed by the Commission with
professional duties of at least three years, $taalé the right to acquire broker, investment adwiso
investment manager vocation without passing exainims, and in accordance with regulation passed
by the Commission.

2.4. Supervision of operations and revocation ofdense

Article 98.

(2) If during supervision illegalities should beasdished or irregularities in transaction with
securities, the Commission may do the followingttoker, investment advisor or investment
manager: a) admonish it; b) give public reprimarydemporary ban the conduct of transactions with
securities and d) revoke the license to condunsaetions with securities. (2) The Commission shall
prescribe closer conditions and manner for superyisindertaking measures and its duration.

Article 99.

The Commission shall revoke a broker, investmewisad or investment manager operating license
to conduct transactions with securities if: a)stiablishes that the data on basis of which thasiee
was issued were untrue, b) he/she has been conddom&iminal acts against economy and
payment operations, his/her official duty and crniahiacts under this Law or measures have been
pronounced against him/her or are in effect in eafprohibition to perform activities relating to
securities; c) he/she has been condemned with dédfgalt for an offence referred to in Article 290 o
this Law; d) he/she repeatedly or severely violgttesprovisions of both this Law and the
Commission’s regulation related to manner for caad transactions with securities; e) he/she no
longer fulfils the conditions on the basis of whtbtle license was issued and fails to fulfil such
conditions within the time set by the Commissiod §rhe/she performs activities he/she does not
have license for issued by the Commission.

3. Conducting transactions with securities
3.1. The Code of ethics

Article 100.

() In performing its activities, stock exchangeemmediaries shall exclusively be led by a client’s
interests that have priority over their own intéré®) A stock exchange intermediary, members ef th
board of directors, supervisory board, brokersegtiment advisors and investment managers shall,
while conducting transactions with securities, lilespects take care of the client’s interests actd
with due professional care.

Article 101.

A stock exchange intermediary cannot conduct ti@isas with securities that may destabilize the
market. This especially refers to: a) providingéainformation regarding the price of securitigs; b
spread false information in order to influence phiee of securities; c) handle securities ownedtdy
client without the client’s order.

3.2. Conflict of interest

Article 102.
(1) The following parties shall be deemed partédated to a stock exchange intermediary for the
purposes of this Law: a) shareholders of the stxckange intermediary who possess at least 10% of
shares of the stock exchange intermediary, b) mesrdfenanagement and supervisory boards, the
director and employees of the stock exchange irgdiany, c) spouses and lineal relatives to thelthir
degree of kinship and in a lateral line to secoegree of kinship of the persons referred to in #&n
and b) of this paragraph 1; d) legal entities inchiithe stock exchange intermediary or the person
referred to in items a), b) and c) of this paragraeparately or jointly, directly or indirectly lds
25% or more of the shares of the capital, e) estithat in the legal entity which is a sharehotder
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the stock exchange intermediary, possess 25% a afdhe shares of the capital, f) persons who
perform activities for the stock exchange interraggion the basis of a contract. (2) In order to
prevent conflict of interest, the persons refeteih the paragraph 1 of this Article shall wittiine
days from the day of acquiring or alienating se@sj notify the stock exchange intermediary of
every acquisition or alienation of securities irtthg data on number, price and the date of the
transaction as well data on acquisition or alie@ratf stakes in related legal entities. (3) Thelsto
exchange intermediary shall make entry of all resticeferred to in the paragraph 2 of this Articlai
special register, which shall be kept for at Idast years. (4) The Commission shall prescribe the
content and accessibility of data kept in the tegiseferred to in the paragraph 3 of this Article.

Article 103.

(1) A stock exchange intermediary shall informdlient about possible conflict of his interest with
the interest of the stock exchange intermediaryyitr interests of other clients of the stock exuea
intermediary. (2) The stock exchange intermediaafllorganize its operations in order to limit ket
smallest extent possible conflict of interest éémts, the stock exchange intermediary itself and
employees of that stock exchange intermediary.

3.3. Confidentiality

Article 104.

(1) Members of the board of directors, supervidmgrd, brokers, investment advisors, investment
managers other employees of a stock exchange iatkany shall keep secret information about
clients, the balance and transactions on clieetxiisties accounts, operations performed for dient
and other data and facts they learn in connectitma@nducting transactions with securities for the
clients. These data are considered confidentidltlae said persons shall neither use them norgtvul
them to third parties nor enable their usage hyltparties. (2) Data referred to in paragraph thisf
Article shall not be considered confidential if vegd by the Commission, a stock exchange,
regulated public market, legal and administratiedibs in the execution of their supervisory capacit
or other public authorities pursuant to this Lavwotirer laws, or if their publication has been app
in writing by the client.

3.4. Net liquid capital

Article 105.

(1) The broker-dealer company shall balance itgdidunds and liabilities. (2) The balance referred
to in paragraph 1 of this Article shall be expresisg the net liquid funds indicator, which shalltbe
quotient of total liquid funds and total curreratilities of the broker-dealer company. (3) The net
liquid funds indicator of a broker-dealer compahglsnot be less than 1.00 (one). (3) The
Commission shall prescribe the manner for deteriiminaf indicator of capital adequacy, the
liquidity and risks, the manner of balancing tlidity and reserves for risks and reporting to the
Commission.

3.5. Public advertising of stock exchange intermedry

Article 106.

(1) Only stock exchange intermediary may publisheatisements offering transactions with
securities. (2) It is prohibited to publish advegtnents whose content might mislead investors as to
the rights and risks resulting from securitiesransactions with securities conducted by a stock
exchange intermediary. (3) A stock exchange intdiamg shall file with the Commission the text of
advertisements before publication. The Commissiat swithin three days from the filing of the text
of the advertisement make conclusion on approvagjection of the publication. (4) The
Commission shall prohibit publication of advertisarts whose content is contrary to the provisions
of paragraph 2 of this Article, or is otherwise trary to this or other laws and the Commission’s
regulation. (5) Public advertising referred to argggraph 1 of this Article means distribution of
printed material and advertising in the mass md@jaT he provisions of this Article do not apply
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when the purchase or sale of securities or publesising is a part of the take-over of joint $toc
companies pursuant to law.

3.6. General enactments of stock exchange intermedy

Article 107.

(1) General enactments of a stock exchange inteéameare the Statute, rules, tariffs and other
general enactments. (2) The Statute is basic degrematment which regulates issues determined by
the Law on Enterprises and this Law. (3) Rulesusifiess conduct regulate activities performed by a
stock exchange intermediary, conditions and maforats performance, mutual rights and
obligations of the stock exchange intermediary igsdlients and other issues related to the stock
exchange intermediary operations. (4) The Commssiall prescribe the content and manner for
publication of the Rules of business conduct. (% $tock exchange intermediary shall exhibit the
Rules of business conduct and tariffs in all thengises in which it performs activities for its clie

in a visible place easily accessible to a cliedt All the general enactments must be in compliance
with the Statute. (7) The Commission shall givesamt to the Statute, Rules of business conduct,
tariffs and other general enactments, which regulairk and performance of a broker-dealer
company, as well as all changes and amendmertiege enactments. (8) The Commission shall give
consent to the Rules of business conduct, taniffisadher general enactments, which regulate work
and performance of an organizational part of a lveimkh perform activities of a stock exchange
intermediary, as well as all changes and amendntentit®se enactments.

Article 108.
A stock exchange intermediary shall collect comiais$or its services exclusively pursuant to its
tariffs.

3.7. Boards of stock exchange intermediary

Article 109.

(1) The Commission shall give consent to the agpuent of director of a broker-dealer company that
is of a manager of a special organizational pad lb&nk, which has the license to conduct
transactions with securities. (2) The Commissiaaigiive consent to the appointment of members of
managing and supervisory board of a broker-dealempany.

Article 110.

Director and members of managing and supervisoaychof a broker-dealer company that is a
manager of a special organizational part of a bafilich has the license to conduct transactions with
securities, must have university qualification #meke years of working experience as well fulfil
other conditions prescribed by the Commission.

3.8. Broker’'s and dealer’s activities

Article 111.

(1) A stock exchange intermediary shall inform ¢hent about all the circumstances that are
necessary for making a decision about a purchasaler other transactions with securities, and in
particular give the investor true information ompply and demand, trade in securities and trends in
their prices. (2) A stock exchange intermedianfisieapect the principle of equality in its busises
conduct.

Article 112.

(1) A stock exchange intermediary shall concludeviiting a contract with a client, which regulates

their mutual rights and obligations in conductimgj\aties of stock exchange intermediary

(hereinafter: contract). (2) A stock exchange miediary shall inform a client with Rules of busises
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conduct of the stock exchange intermediary andepitasto him/her. (3) A stock exchange
intermediary shall inform a client about changethtoRules of business conduct before it has taken
effect. (4) The Commission shall prescribe mangattements of the contract referred to in the
paragraph 1 of this Article.

Article 113.

After the contract referred to the Article 112, gmnaph 1 of this Law has been concluded, the stock
exchange intermediary shall open client’s accolittt the stock exchange intermediary, in
accordance with provisions of this Law and genenactments of the Registry.

Article 114.
A stock exchange intermediary shall close clieatsount either at the request of the client dnefé
are no securities on the client’s account for ntbem 12 months.

Article 115.

(1) A stock exchange intermediary shall check entls identity prior to opening the client’'s accoun
with the stock exchange intermediary at the Regesrwell as when receiving client’s order. (2) A
stock exchange intermediary shall act in accordantiethe general enactments of the Registry if it
establishes differences when checking client’stitiem relation to the data entered in the Registr

Article 116.

(1) An order is a one-sided statement of the cBenill given orally, in writing or as an electrani
record that is addressed to the stock exchangeriatkary, to conduct a certain transaction with
securities. (2) The Commission shall prescribectirgent and types of orders, manner for receipt and
handling the client’s orders.

Article 117.

(1) The stock exchange intermediary shall receliemts’ orders: a) in its own branch office, b)an
branch office of a legal entity, this receives esden behalf and for the account of that stock
exchange intermediary. (2) The Commission shalqrke the manner for delivery of a confirmation
on order receipt and its elements.

Article 118.

The order shall be deemed accepted by its entheiorder book and when conditions set it the Rules
of business conduct of the stock exchange interamg@ind the contract referred to in the Article 112
of this Law have been fulfilled.

Article 119.

The stock exchange intermediary may refuse an najléor purchase, when it establishes that there
are insufficient funds on client’s account for Eattent of its obligations that would materializetbn
basis of execution of the order for purchase ofisges; b) for sale, when it establishes that ¢hame
not enough securities on the client’s securitiepant that the order relates to; c) in other cases
prescribed by the Commission.

Article 120.

(1) The stock exchange intermediary shall keether book in electronic form. The order book for
the purposes of this Law shall mean the sum ahéiVvidual orders. (2) Every order shall be entered
in the order book. Purchase and selling orderd bhaintered in the order book in chronological
order of the acceptance of that particular orded, each shall be given a reference in the forrmof a
ordinal number (3) If an order has been executdyg martially, the remainder shall keep its place in
the order book. (4) The stock exchange intermediba}l, without delay deliver to the customer &t hi
request a certified listing of orders from the arbeok. (5) The data in the order book and those in
the order must be identical at all times. (6) Everfysal, modification, cancellation of an ordedan
information about the execution of the order shalentered in the order book. Only order in which
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the quantity of securities has been lowered slespkhe same order reference and the same order of
execution. The order in which the quantity of sémg has been raised or the price has been changed
represents a new order. (7) The order book sha&kpein a manner that will prevent any subsequent
change of entered data. (8) The Commission shedigpibe the content of the order book and the
manner it is kept. (9) The order book shall be Kkepat least five years from the end of the bussne
year to which it refers.

Article 121.

(1) The stock exchange intermediary shall execrders exactly according to clients’ requests and
their priority in the order book. (2) When all theescribed conditions have been fulfilled, the kstoc
exchange intermediary shall, without delay, presedérs to purchase or sell securities to the trade
system of the stock exchange, unless the termesiptation has not been expressly specified
otherwise. (3) The Commission shall prescribe closaditions for execution of orders.

Article 122.

A stock exchange intermediary cannot execute dogtéts own account, for the account of members
of board of directors of the stock exchange inteliawy or for the account of a person employed with
the stock exchange intermediary, if due to theditld not simultaneously execute clients’ orderd or
due to that clients’ orders would be executed en favourable terms. 38

Article 123.

A stock exchange intermediary shall deliver toiartinotice in writing (material or electronic foym
of transaction account for every executed transadtith securities, at the latest on the followitay
of the execution.

Article 124.

(1) A stock exchange intermediary shall open arsgpaccount for client’s funds with a bank. (2)
The funds in the client’s account referred to inag@aph 1 of this Article for the purchase of
securities may be used exclusively in accordante tive client’s orders. (3) The stock exchange
intermediary shall remit the funds in the client@ant earned by sale of securities exclusively in
favour of the client account. (4) The stock excleimjermediary shall not use the funds on the tlien
account for the purpose of assignments, conveyarogsmpensations, with exception of
compensations with the customer him/herself forpinehase of new securities, provided that the
customer account is not blocked. (5) Funds in thesccount are not owned by the stock exchange
intermediary, they shall not be included in itsgedy, its assets if in liquidation, or in its bangtcy
estate, nor can they be used in seizures relatelditos against the stock exchange intermediary.

Article 125.

A stock exchange intermediary shall undertake edlessary activities to make payments related to
transactions with securities and to transfer séesrin accordance with the Law, and regulations of
the Commission and of the Registry.

Article 126.

(1) A stock exchange intermediary may grant anserlbans in securities only with the written
consent of the owner of those securities. (2) Taetiens related to loaning securities can be
concluded only for the purpose of settlement aigeations concluded on the stock exchange and
other regulated public market. (3) The Commissiwallgrescribe closer conditions for granting
loans and selling loaned securities and reportiogéd transactions to the Commission.

3.9. Managing activities of securities portfolio

Article 127.

(1) Under a contract on the management of secsiptietfolios, a stock exchange intermediary shall
undertake to perform, on the company’s behalf andhe account of a client, operations related to
investments of funds in securities under the megbdirable terms, and to manage the client’s
securities, and the client shall pay a fee for.t¢#tThe contract on the management of securities
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portfolios shall determine in particular: a) amoahfunds, and type and number of securities stibjec
to the management; b) the policy of investmeneitusities; ¢) conditions under which the client
entrusts securities for managing to a stock exchamgrmediary; d) a commission and the basis for
account and collecting of the commission; e) othatual rights and obligations. (3) The policy of
investment referred to in the paragraph 2, iteraftthis Article shall mean the particular type of
securities which will be bought using client’s fsp@dharacteristics of the issuer of securities, the
largest amount allowed for investment in securibiesne issuer and parties related to it, as veell a
other circumstances significant for determinatibimeestment risk level. (4) The provisions of this
Law that relate to trading in securities in onelgmame and for the account of the client shad als
apply as appropriate to operations related to theagement of securities portfolio. (5) The
Commission may prescribe closer conditions forgremfince of activities related to management of
securities portfolio. (6) A stock exchange intermaegl managing a portfolio of securities shall keep
the securities in the client’s account with the iBiey, i.e. separated from its own property.

3.10. Custody activities

Article 128.

(1) Custody activities for the purposes of this Lstvall be: a) opening and record-keeping of owners’
accounts — its clients’ ones; b) opening and re&ehing of securities accounts in the Registry on
behalf of the custody bank for the account of tweer — its clients, i.e. on behalf of its clientbav

are not owners of securities for the account ofotlveers (joint custody account); ¢) execution of
orders for transfer of rights form securities andeos for entering third parties rights on secesitind
taking care of transfer of rights from those sea@sj d) collect of claims from issuers on the basi
securities that become due, interest and dividéardsie account of owners of those securities, and
taking care of the exercise of other rights belogdo the securities owners, who are its clients; e
loaning of securities services; f) informing shanelers about annual assemblies of joint stock
companies and representing them at the assemiplisgprming about rights related to shares and the
execution of clients’ orders related to the exerabkthese rights, h) informing about legal changes
that directly or indirectly influence the reportitgthe client on the balance of the custodian aeto

i) taking care of performance of tax liabilitiessEcurities owners; j) other services related to
securities, the exercise of rights and fulfilmehobligations resulting from securities, as agreed
between the client and the bank performing custadiyities and which are not contrary to law. (2)
Activities referred to in the paragraph 1 of thidiéle shall be performed by a bank which has a
license from the Commission (hereinafter: custoalyl). (3) Activities referred to in the paragraph 1
except the activities referred to in the item bjto$ Article can be performed also by a brokerlglea
company, which obtain license from the Commiss@mpdrform these activities.

Article 129.

(1) Under a contract, the custody bank undertak@gitform one or more custody activities for a
client’s account pursuant to provisions of this L§2) Custody bank shall perform custody related
activities in a special organizational part. (3eT@ommission shall prescribe closer condition for
performance of custody activities.

Article 130.

(1) The custody bank shall open with the Registos{odian) accounts of securities on which the
client’s securities are kept. The custodian accaantbe either in the name or joint custodian
account. (2) The custody bank can handle secuiitif®e (custodian) account only by the client’s
order. (3) Securities in the account with the cdgtioank are the client’s property and shall not be
included either in property of the custody bank aigsets if in liquidation, or in its bankruptcyeés,
nor can they be used for seizures related to clagamst the custody bank. (4) The custody bank
shall handle the client’s funds in accordance \pitbvisions of this Law. (5) The custody bank shall
be liable for all damages suffered by its clien¢ doinadequate implementation of the custody
contract, including loss of profit. (6) The custdank’s responsibility cannot be limited or excldde
under the custody contract.
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Article 131.

(1) The custody bank shall keep a special recarddch client on securities with whose custody it i
entrusted and on clients’ orders. (2) The custdabak on custodian accounts shall be kept in the
same manner as the order book referred to in thieldd.20 of this Law. (3) At the Commission’s
request, the custody bank shall enable the Conmwpnigsiinspect the custodial book and all other
documentation. (4) The custody bank shall, withdrlaly inform the client about each deal made in
accordance with the client’s order even if thentlidoes not require so.

Article 132.

Provisions of this Law related to business condagbervision and revocation of the license to aksto
exchange intermediary shall appropriately applg &tsthe custody bank, unless otherwise prescribed
by individual provisions of this Law. 41

Article 133.
The Commission can require from the custody bankdwide data on all the clients and quantities of
securities they have on the custodian account.

3.11. Reporting data related to business conduct sfock exchange intermediary

Article 134.

The stock exchange intermediary shall publish aedent to the Commission annual financial and
other reports on its business conduct with contamtnanner and within deadline prescribed by the
Commission.

4. Professional organization

Article 135.

(1) Authorized participants on the securities madas form a professional organization of
authorized participants on the securities markat ithprofessional organization for realization,
improvement and protection of mutual interest aedetbpment of the market (hereinafter: the
professional organization). (2) The professionghaoization referred to in paragraph 1 of this Aetic
may be formed by legal entities authorized to cahthansactions with securities, by signing the
contract on establishment and by adoption of apatgpgeneral enactments. (3) The Commission
shall give preliminary consent on the contract statelishment of the professional organization, the
Statute and other general enactments.

Article 136.

The professional organization can: a) pass rulepddormance of activities of authorized
participants on the securities market, in aim tpriove the professional activities, practice
equalization and development of securities matkepass the trading rules, trade usage and stadard
which are obligatory in practice for all authorizeaticipants on the securities market; c) pass the
moral codex which is obligatory in practice for allthorized participants on the securities market;
cooperate with authorized regulatory and superyibodies liable for the securities transactions, in
aim to improve the regulative rules and their impdatation, and it can also give initiatives regagdi
any changes of rules and regulations, i.e. deligénew legal enactments and bylaws; e) prepared
and receives member’s information, analyses, prajed other materials which refer to
implementation of rules, standards, usages andxctiul is participants behaviour on the securities
in order to enhance the profession, protect theést of investors and authorized participantden t
securities market, develop the securities marketble transparency, prevent manipulation of
securities prices or any other manipulation onsegurities market;

f) carry out the supervision over implementatiomegjulations and its proper enactments, proclaims
measures towards authorized participants on theiies market and undertake measures to protect
the interest of users of authorized participargsvises and their compensations in case of lossechu
by errors, negligence and illegal activities of thembers of the professional organization.

Article 137.
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The professional organization, apart from the @uton establishment and the Statute which are
determined at the moment of establishment, shadl pass the rules, usage and standards and other
normative enactments which are obligatory in pcactor all members of the organization in order to
perform the activities specified in the contractestablishment and the Statute.

Article 138.

The general enactments of the professional orgtoizeeferred to in the Article 137 of this Law

shall strongly prohibit that is preclude the foliog: a) discrimination of clients which use the
services of members of the professional organigabip discrimination of members of the
professional organization; c) unjustified restoatregarding entrance in membership or termination
of the membership of the professional organizatitymrevention of competition development among
authorized participants on the securities marlketyell as unjustified restriction regarding members
profits and commissions earned during performafi¢leeir activities at the professional organization
e) compilation of incorrect, incomplete or uncledormation for the members of the professional
organization.

Article 139.

The professional organization shall be financedugh membership fees, contributions and donations
received from the members and third parties, abagdfom compensations arising from services
provided for the members and third parties whengrefits earned during the activity performance
shall be invested in further development of thégssional organization.

Article 140.
Regulations that regulate professional organizatfoenterprises shall be applied to business cdnduc
of the professional organization, unless othernésgilated by this Law.

V THE STOCK EXCHANGE AND OTHER REGULATED PUBLIC MAR KET

Article 141.

(1) Trading in securities in the sense of this Lakgll be performed in an organized manner on stock
exchange and other regulated public market eskeulito create conditions to bring together the
supply and demand of securities. (2) The activitiglsringing together the supply and demand of
securities can be performed only by stock exchamgeother regulated public market. 43

Article 142.
The Commission shall prescribe closer conditiomdréling in securities on stock exchange and
other regulated public market.

Article 143.

(1) Stock exchange and other regulated public ntsurkay perform the operations pursuant to this
Law only if they have a license from the Commissi@) The Commission shall issue the license
referred to in paragraph 1 of this Article under dondition that all prerequisites under this Land a
the Commission’s regulations are fulfilled. .

1. Stock exchange
1.1. General provisions

Article 144.

(1) Stock exchange shall be established and spefbte as a joint stock company. (2) Provisions of
the Law referring to the establishment and businpssations of joint stock companies apply to the
establishment and business operations of stockaeges, appointment, competence and activities of
governing bodies of the stock exchange and thegfagsneral enactments.

Article 145.
The stock exchange shall conduct the followingvéteds: a) organize a connection between the
supply and demand in the securities trade; b) geoiiformation on supply, demand, market price as
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well as other information on securities; ¢) deterenand publish quotation list of securities; d)
perform other activities according with the Law amdulations of the Commission.

Article 146.

(1) The stock exchange shall ensure that: a) dligyzants in trading on the stock exchange can
simultaneously, equally and under the same comditipve and receive orders for the purchase and
sale of securities; b) all participants in tradorgthe stock exchange can at the same moment have
equal access to market information on securitigsgbieaded and can all sell or purchase securities
under the same conditions. (2) The participanerredl to in paragraph 1 of this Article shall mean
stock exchange intermediaries that are membersedatock exchange.

Article 147.

(1) The stock exchange can be general or spedatine. (2) All types of securities are traded an th
general stock exchange. (3) Only certain type®ofisties are traded on a specialized exchange. (4)
The type and the form of securities the exchangpésialized for must be stated in the name of the
stock exchange referred to in paragraph 1 of thila.

1.2. Establishment of the Stock Exchange

Article 148.

(1) The stock exchange shall be established bgaat Five stock exchange intermediaries authorized
to conduct transactions with securities. (2) Thember of members and shareholders of the stock
exchange cannot be less than five. (3) The menflibestock exchange need not be the shareholder
of the stock exchange.

Article 149.

(1) The stock exchange can be established if th@xfimg conditions have been fulfilled: a) if the
minimum amount of share capital pursuant to this ba well as appropriate premises have been
provided; b) if the personnel, technical conditiamsl organizational capacity to perform stock
exchange trade have been provided, that is otbek sixchange activities. (2) An adequate business
premises in the context of paragraph 1 of thischetshall be provided either by the transfer of
property right onto business premises or by renimigngghts to use premises with the contract on
rental agreement. (3) Personnel eligibility of sheck exchange in the context of paragraph 1 sf thi
Article shall mean that at least one the stock argke employee is person who possesses the
authorization to act as a broker. (4) Technicgikliity of the stock exchange in the context of
paragraph 1 of this Article shall mean that thelstexchange possess developed information system
for the stock exchange trade and the system fdigpdisclosure of information. (5) Organizational
eligibility of the stock exchange in the contexipairagraph 1 of this Article shall mean the existen
of organizational parts enabling efficient and wieigperformance of activities of the stock exchange.

Article 150.

(1) At the request of the founders, the Commissiuail issue the license for establishment and
operations of the stock exchange when it deternihmegsall the conditions for the stock exchange
operations have been fulfilled in accordance twigions of this Law. (2) Provisions of Article 78 t
78 of this Law shall appropriately apply to thegadure for issuance of the license referred tbén t
paragraph 1 of this Article. (3) The Commissionlksgi&e consent to status changes of the stock
exchange.

Article 151.

(1) The stock exchange shall become a legal emtitg entered in the Court Register. (2) Legal entit
not established as a stock exchange, in accordutit¢his Law, cannot be entered in the court
registry as such, and it cannot use “The Stock &xgh” in its legal title or as a part of the compan
name.

1.3. Share capital and shareholders of the stock exange

Article 152.
144



(1) The initial capital of the stock exchange i¢eaist 1.000.000 BAM and it is divided into a

common registered shares. (2) The stock exchartgepgal cannot be less than the amount
determined in the paragraph 1 of this Article. $Bareholders of the stock exchange may receive cash
payment of 50% of gained profit, at most.

Article 153.

(1) Members of the stock exchange must possesasit 5% of the stock exchange shares. (2) The
member of the stock exchange can have 20% of dlok sixchange shares, at most. (3) An entity,
which is not the member of the stock exchange, @amave, directly or indirectly, more than 5% of
the stock exchange shares. (4) The entity refear@uthe paragraph 3 of this Article shall not
exercise the voting right on the basis of acqusteales of the stock exchange before it obtains the
Commission’s consent. (5) The shareholder of thekséxchange, who exceeds the restrictions
related to acquisition referred to in the paragragimd 3 of this Article, and the entity referredn
paragraph 4 of this Article, who does not obtaie @ommission’s consent, shall sell the acquired
shares of the stock exchange within 3 months fitwgratquisition, that is from receiving the
Commission’s decision. (6) Shares above restristreferred to in paragraph 2 and 3, as well as
shares for which the Commission’s consent refeiwed paragraph 4 has not been obtained, do not
give voting right. (7) Shares of the stock exchaaigetraded on the stock exchange at the specially
organized auctions in accordance with the ruldb@stock exchange. (8) The stock exchange shall
submit to the Commission and publish the data anettolders.

Article 154.

(1) Other restrictions in relation to acquisitioinshares can be determined by the Statute of tod st
exchange. (2) The restrictions referred to in thicke 153 of this Law shall not apply to acquisiti

of shares as a result of a strategic integratigh amother stock exchange. (3) The Commission shall
give consent to acquisition of the stock exchargees in accordance with provisions of paragraph 2
of this Article.

1.4. General enactments of the stock exchange

Article 155.

(1) General enactments of the stock exchange arBtdtute, the Rules of the stock exchange, tariffs
and other general enactments, which defines opestf the stock exchange. (2) The Commission
shall give consent to enactments referred to ingraph 1 of this Article, as well as to changes and
amendments to those enactments.

Article 156.

By its general enactments the stock exchange detesramounts and manner of payment arising
from: a) entry fees for the members of the stoatharge; b) annual fees for the members of the stock
exchange; c) compensations for services renderddebstock exchange to the members and third
parties; d) member’s contribution into a contingefund; e) fines for violation of the stock exchang
enactments.

1.5. Bodies of the stock exchange

Article 157.

(1) Bodies of the stock exchange are the assemmayaging board, supervisory board and the
director. (2) Managing board shall consist of astdive members, and the supervisory board of at
least three members. (3) Candidates for membersaofging and supervisory board must have
university qualification of Economics or Law andexst five years of working experience in that
profession. (4) Selection of members of managirtysapervisory board shall be carried out on the
basis of previously announced public contest. {& mandate for the members of managing and
supervisory board shall be five years with the ity of re-election. (6) The Commission shall
give consent to the appointment of the membersasfaging board, supervisory board and the
director of the stock exchange. (7) The stock emghanay also form other bodies, in accordance
with the Statute of the stock exchange.

14t



Article 158.

(1) Candidate for the director of the stock excleamgist have university qualification of Economics
or Law, five years of working experience in theitalpnarket field, appropriate professional
knowledge and personal attributes making him/hethyao perform this function. (2) Selection of
the director shall be carried out on the basisre¥ipusly announced public contest. (3) The mandate
for the director shall be five years with the pb#gy of re-election.

Article 159.

The members of managing and supervisory boardrenditector of the stock exchange must not: a)
be in the matrimony or related to each other; bydrelemned for criminal acts against economy and
payment operations, his/her official duty and cniahiacts under this Law or measures have been
pronounced against him/her or are in effect in geafprohibition to perform activities relating to
securities; ¢) hold, directly or indirectly, moreeh 5% of shares of the capital of the legal editi
licensed by the Commission to perform activitigs¢cahduct professional activities and affairs which
are contrary to the principles for protection oféstors, and independence and impatrtiality of the
stock exchange.

Article 160.
The stock exchange shall form the stock exchange aoorder to solve all disputes between the
participants arising from transactions concludedhanstock exchange.

1.6. Members of the stock exchange

Article 161.

(1) Only stock exchange intermediaries that fulfé conditions for membership, determined by the
rules of the stock exchange may be shareholddtedftock exchange. (2) A stock exchange shall
accept as its member a stock exchange intermeitiiaryiles an application for membership and
fulfils the following conditions: a) it has the Comssion’s license to perform transactions with
securities; b) it fulfils other conditions pres@ibby the stock exchange. (3) The stock exchargé sh
make decision within 60 days from the filing of #ygplication referred to in paragraph 2 of this
Article. (4) The applicant can lodge an appeah®@ommission against the stock exchange decision
within 15 days from the day the decision was reseiv.e. upon expiration of the deadline referged t
in paragraph 3 of this Article. (5) Excluding prsiins referred to in paragraph 1 of this Article,
member of the stock exchange with a special autation shall be:

a) the Registry, in relation to clearing and setdat operations, in accordance with the Commission’
regulations and the stock exchange enactments,

b) the Central Bank of Bosnia and HerzegovinaMimgstry of Finance and Treasury of Bosnia and
Herzegovina, and the Ministry of Finance of RepuBlipska, in relation to the issuance of securities
of the Bosnia and Herzegovina and the Republickarpt3

Article 162.

The member of the stock exchange shall immediaetify the stock exchange, in writing, of each

change that occurred related to its authorizatiogbkts and obligations and particularly of changes
related to the facts based on which it has obtainedicense for the stock exchange membership.

1.7. Impartiality

Article 163.

(1) The stock exchange must not trade in secuffitiegs own account, furnish advice on securites
investment in securities nor give opinions on faetility and non-favourability of purchase/sale of
securities. (2) Excluding restrictions referredrt@aragraph 1 of this Article the stock exchange c

acquire shares in the process of strategic integratith another stock exchange and shares of the
Registry. (3) The stock exchange is authorizedésgnt in public the advantages of listing se@siti
in the stock exchange and trading in those seeasriti
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1.8. The stock exchange activities

Article 164.

(1) Members of the stock exchange shall trade éaritges listed on the stock exchange in accordance
with the Statute and the Rules of the stock exchaf®t) The stock exchange shall prescribe different
conditions for at least two quotations (markets)lifting securities. (3) Markets referred to in
paragraph 2 of this Article are the official marked free market. (4) The Commission can prescribe
also additional conditions for listing securities.

Article 165.

(1) Securities listed on an exchange shall be fudigotiable and entirely paid for. (2) An issuem,ca
under conditions prescribed by the stock exchangeltae Commission, make a public offering of
securities through the stock exchange.

Article 166.
Applications for listing securities in the officialarket shall be filed by an issuer and shall ecfatall
securities of the same class of that issuer.

Article 167.

(1) The issuer which fulfils the following requiremis: a) issues shares through public offering, b)
has more then 100 shareholders, c) has sharelazdtdeast 10 million BAM and d) has total
annual revenue of at least 10 million BAM, shd# fan application for listing securities in theioifl
market within 90 days from the day the conditioasehbeen fulfilled. (2) The issuer referred to in
paragraph 1 of this Article shall publish the pmdps in accordance with enactments of the stock
exchange and regulations of the Commission. (3yiBiams of this Article shall not apply to issuers
referred to in paragraph 1 of this Article agaiwkich bankruptcy or liquidation proceedings hasbee
instituted.

Article 168.
Bonds issued by entities (of Bosnia and HerzeggyBiako District and the Bosnia and Herzegovina
itself can be listed on the official market underapecific conditions and restrictions

Article 169.

Securities of an issuer with its domicile outside Republic Srpska may be listed on a stock
exchange under the conditions prescribed by thig tlee Commission’s regulations, enactments of
the stock exchange, as well as subject to fulfiinoérall other conditions determined by regulations
in effect in the domicile of the issuer.

Article 170.

(1) The stock exchange may temporarily suspendnigaaf particular securities traded on the stock
exchange in the following cases: a) if large mankdtalance or other extraordinary circumstances
occur, b) if it estimates that trading in thoseus#ies shall cause market disruption, and alsbitha
might cause damage, c) if at the beginning or énciburse of trading big price fluctuations occur or
other abnormal circumstances (for example greatentities, market imbalance etc), d) if the issuer
whose shares are traded does not fulfil obligatibhas on the basis of this Law and the stock
exchange Rules, e) if it estimates that it is ndddeprotection of investors. (2) Temporary
suspension referred to in paragraph 1 of this krsball take time until conditions to continue
trading are satisfied, six months from the daydieek exchange’s decision on temporary suspension
of trading was made, at the most. (3) The stockamnge shall prescribe closer condition for
temporary suspension of trading with particulausdies.

Article 171.

(1) The stock exchange shall exclude from the iafifimarket the securities of a particular issuer or
securities of certain class or series of securgfahe same issuer: a) if the issuer no longdiluthe
conditions for listing; b) if it is established titae securities have been accepted to the officéaket
on the basis of false or wrong data; c) if theassuithdraws its securities or their maturity exgird)
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if the bankruptcy proceeding or liquidation prodegdf the issuer have been instituted; e) if an
issuer files an exclusion request, except the isgderred to in the Article 167 of this Law; f) ather
cases determined by the Rules of the stock exchédpg€&he stock exchange may exclude from the
official market the securities of a particular issthat is securities of certain class or series of
securities of the same issuer if the securitieg moi been traded more then six months.

Article 172.

The stock exchange shall exclude from free mahetecurities of a particular issuer or securitfes
certain class or series of securities of the sasiger: a) if the issuer withdraws its securitietheir
maturity expires; b) if the liquidation proceedioigthe issuer have been instituted; c) in otheesas
determined by the Rules of the stock exchange.

Article 173.

(1) The stock exchange shall make decision on teanpsuspension of trading with securities and
exclusion of securities from the stock exchangeketarhich shall apply on the day they are made.
(2) The stock exchange shall deliver to the issimerthe Commission the decision referred to in
paragraph 1 of this Article, on the next working @@m the day it was made, and shall publish it on
the web page of the stock exchange on the dayetisidn was made. (3) An appeal can be made to
the Commission against the stock exchange dedisferred to in paragraph 1 of this Article within 8
days from the day the decision was received.

Article 174.

(1) Trade in financial derivatives shall be carrged at the special stock exchange market. (2)
Financial derivatives can be subject to trade ftbenday of issuance until the maturity of the
contract. (3) The Commission shall prescribe thed@@ns for introduction of financial derivativés
the stock exchange trading, conditions for tradintpose derivatives and manner for discharge of
obligations arising from transactions concludetraaling in financial derivatives. (4) The stock
exchange shall determine standardized rights aligadions of the contracting parties and the déte o
commencement of trading in financial derivativés. The stock exchange may only introduce to
trading those financial derivatives which ensueeftiifiment of the economic interests of legal
entities and other organizations and persons amchvelie not in contravention of the public interest
(6) The stock exchange shall be obliged, at Ids/tdays prior to the commencement of trading in
an individual financial derivative, to notify theo@mission of the planned introduction of the said
instrument to trading. (7) The Commission shallhid the introduction of a financial derivative to
trading that is further trading in a financial detive which has previously been introduced to
trading, if this is necessary in order to protesvesstors’ interests. 51

Article 175.

(1) The provisions of this Law related to trades@turities and discharge of obligations arisingfro
transactions made in trading in securities shailyaps appropriate to trading in financial derivati
ban on misuse of privileged information and disgeawf obligations arising from transactions made
in trading in those instruments. (2) Clearing aetfleament of transactions related to financial
derivatives shall be carried out at the stock emgba

1.9. Supervision over the stock exchange activities

Article 176.

(1) The Commission shall carry out supervision dherstock exchange activities in accordance with
this Law and its regulation. (2) During the procedteferred to in paragraph 1 of this Article, the
Commission can exam enactments, books and othandotation of the stock exchange.

Article 177.

If illegal acts or irregularities have been foundidg the supervision, the Commission shall give th
order and deadline for their elimination and sbhaliertake measures pursuant to Article 266 to 268
of this Law.
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1.10. Revocation of the license

Article 178.

(1) The Commission shall revoke the license tostbek exchange if: a) it does not conduct its
activities for more than three months; b) the lgfor business has been obtained on the basis of
false data; c) it does not conduct activities ealdb securities in accordance to this Law; dpit n
longer fulfils the conditions on the basis of whithas obtained the operating license; e) it veda
the ban on manipulation; f) if fails to eliminatiegalities or irregularities established withiretiime
prescribed by the Commission’s decision; g) itfiedithe Commission of termination of business
conduct and files an application for removal frdma tegister of issued licenses for business okstoc
exchange. (2) When the Commission revokes thed&éor business of the stock exchange, it shall
institute liquidation proceeding, in accordancewtite Law.

1.11. Reporting and transparency of work of the stck exchange work

Article 179.

(1) The stock exchange shall inform the Commissiona) realized trade; b) membership on the
stock exchange; ¢) acceptance and withdrawal aofrgess on the stock exchange. (2) More specific
elements of informing referred to in paragraph thif Article shall be prescribed by the
Commission. (3) The stock exchange shall be obligeibmit to the Commission financial reports
on the stock exchange activities and the auditrte@® The stock exchange shall be obliged tofnoti
the Commission of changes to the stock exchange shaital and changes of shareholders of the
stock exchange. (5) The stock exchange shall magsille for the Commission on-line monitoring
of trading in the stock exchange trade systemdfedarge. (6) The Commission can prescribe as an
obligation also submission of other reports, thatdta on trading on the stock exchange and on its
business conduct.

Article 180.

The stock exchange shall be authorized to informptiblic about trading in securities and the data
which it is obliged to publish on the basis of théav, the Commission’s regulation and its own
general enactments.

1.12. Confidentiality and a special restrictions

Article 181.

(1) Provisions of Articles 269 to 270 of this Latnadl appropriately apply to the members of thelstoc
exchange bodies and its employees. (2) The stattkagge shall be obliged to inform the persons
cited in paragraph 1 of this Article, at least oaggear, about their obligations with respect to
preserving professional secrecy.

Article 182.

The stock exchange shall once a month presenet@dmmission a report on acquisitions or
alienations of securities of the members of thekstexchange managing and supervisory boards, the
director and employees of the stock exchange.

Article 183.

The director and persons who are employees ofttioi £xchange shall not be members of managing
and supervisory bodies nor employed with the sealhange intermediaries or the issuer whose
securities are traded on the stock exchange.

1.13. Termination of the stock exchange activities

Article 184.

In case of the opening of bankruptcy proceedingsmnination of the stock exchange activities, the
Commission shall be authorized to undertake meagdaresecurity of data on securities listed on the
stock exchange.
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2. Other regulated public market

Article 185.

(1) The stock exchange intermediaries can, by &a&cinin accordance with the Law, establish other
regulated public market on which trade in secigitieat are not listed at the stock exchange market
takes place, pursuant to previously determinedsry® The provisions of this Law that regulate the
establishment and operation of the stock exchangk aso apply as appropriate to other regulated
public market.

Article 186.

(1) The application for listing of securities iretijuotation of other regulated public market may be
submitted by an issuers or a stock exchange intieme (2) The Commission shall prescribe the
data that an issuer must publish when listing sgesiiin the quotation on other regulated public
market.

Article 187.

(1) Other regulated public market shall publishdh# about concluded transactions, including the
number of executed transactions, the number acdgdf securities in a daily newspaper available
throughout the whole territory of the Republic &ag2) Other regulated public market shall present
to the Commission the report on concluded transasti(3) the Commission shall prescribe the
content, deadline and manner of reporting refetwed paragraph 2 of this Article.

VI THE CENTRAL REGISTRY OF SECURITIES
Article 188.

() “The Central Registry of Securitie$ (hereinafter: Registry) shall be legal entitythvpublic
authority to perform activities referred to in tAdicle 189, paragraph 1 of this Law, which maintai
the register in which the data on securities, owjtiie rights and restrictions of rights arisinair
securities are entered, record-kept and maintdinadcordance with the Law, regulations of the
Commission and general enactments of the Reg{&)yy'he Registry shall keep shareholder ledger
for issuers whose shares are publicly traded oort@nized market of securities.

Article 189.

(1) The Registry shall perform the following acties: a) registration and maintenance of infornratio
on securities and their owners, and all transasticansferring the ownership or other changesen th
status of securities; b) registration and mainteaa data regarding acquisition of ownership and
other rights arising from securities; ¢) entry aahoval of the third parties rights arising from
securities as well as entry and removal of banigpogal on the basis of contracts, judicial deaisio

or decisions of competent authorities; d) openimg) i@cord-keeping of the issuer account, keeping
the shareholders ledger, opening and record-keepitige account of securities owners as well as
issuing of reports, statements and certificatestatus and changes in those accounts; e) openihg an
record-keeping of the account of a stock exchantgemediary and other members of the Registry; f)
clearing, settlement and transfer of securitiegherbasis of transactions with securities concluzted
the stock exchange or other regulated public magjdtansfer of securities on the basis of cograc
judicial decisions or decisions of the other corapetwuthorities. (2) The Registry can perform tasks
of a depository of privatization investment fundsl anvestment funds and other activities for which
it obtains approval from the Commission.

Article 190.

(1) For performance of activities from the Artidi89 of this Law, the Registry shall apply provison

of the Law on General Administrative Proceedingsg&tding the data it keeps and maintains in
accordance with this Law, it shall issue to théhatized participant the following public documents:
a) the list of shareholders, b) the report basedlunh the voting rights on an issuer’'s assembly is
exercised, pursuant to provisions of law, c) condition on ownership of securities and d) statement
on balance in an account. (2) The Registry shab@ibe the type of data contained in the documents
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referred to in paragraph 1 of this Article. (3) Tdws of the Registry shall be final, and an
administrative dispute may be instituted againsirth

Article 191.

Appropriate provisions of this Law which regulastablishment and business conduct of joint stock
companies shall apply to business conduct, appemincompetence and the work of the Registry’s
bodies, and pass of general enactments, unlesswigberescribed by of this Law.

1. Founding of the Registry

Article 192.

(1) The Registry shall be founded as a joint stwmkipany. (2) The conditions for founding of the
Registry shall be as follows: a) the minimum amaefrgéhare capital pursuant to this Law as well as
appropriate premises has to be provided; b) theopeel, technical conditions and organizational
capacity to perform the Registry activities havéégorovided. (3) An adequate business premises in
the context of paragraph 2 of this Article shalldvevided either by the transfer of property righto
business premises or by renouncing rights to usmiges with the contract on rental agreement. (4)
Personnel eligibility of the Registry in the cortek paragraph 2 of this Article shall considerttha
employees of the Registry are qualified to perfaewtivities falling under the Registry’s scope of
work. (5) Technical eligibility of the Registry the context of paragraph 2 of this Article shall
consider that the Registry possess adequate inflomgystem for the Registry’s activities, as vas|
the system and methodology for public disclosurimfafrmation (6) Organizational eligibility of the
Registry in the context of paragraph 2 of this éetishall consider the existence of organizational
parts enabling efficient and unique performancaativities of the Registry. (7) Operations regagdin
clearing and settlement related to transactionsluded on the stock exchange and other regulated
public market, the Registry shall perform in a sglearganizational part (hereinafter: departmenmt fo
clearing and settlement). (8) For conduct of openatreferred to in paragraph 7 of this Articleg th
Registry shall open a separate business accourngrauie a separate recording and the data on
business conduct of that organizational part inbiheks, in accordance to regulations of the
Commission.

Article 193.

(1) The Registry shares shall be ordinary and texgid. (2) The Registry shares cannot be traded on
the stock exchange or other regulated public maRgfThe Registry shares can be acquired,
alienated, transferred and pledged only on theslmdgoreviously acquired approval of the
Commission.

Article 194.

(1) Shareholder of the Registry may be the Rep@ipska, a stock exchange, other regulated public
market, a stock exchange intermediary, investmamd fnanagement company and other legal entity
which obtains the Commission’s approval. (2) Anvidlal shareholder of the Registry referred to in
paragraph 1 of this Article, may, directly or irgtitly, acquire at the most 10 % of the total nundfer
issued shares of the Registry. (3) Excluding paatg? of this Article, the Republic Srpska, theckto
exchange and other regulated public market mayigcgp to 25% of the total number of issued
shares of the Registry.

Article 195.
(1) The registered capital of the Registry shalbant to at least 1.000.000 BAM. (2) Net capital of
the Registry cannot be less then the amount datedhin paragraph 1 of this Article.

Article 196.

(1) The Registry may perform transactions refetoeith the Article 189 of this Law only with a

license issued by the Commission. (2) The Commissitall issue the license referred to in paragraph
1 of this Article if condition prescribed by thigW and regulations of the Commission have been
fulfilled.
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2. General enactments of the Registry

Article 197.

(1) General enactments of the Registry shall b&Sthtute, regulations, tariffs and other general
enactments which regulate the business of the Rggi8) The Commission shall give consent to
general enactments referred to in paragraph liofitticle, as well as all changes and amendments
to those enactments. (3) General enactments rdferi@ paragraph 2 of this Article shall be
published in the Official Gazette after obtainiremsent of the Commission and shall come into effect
8 days from the day of being published.

Article 198.

The Register shall determine by general enactnteatillowing: a) manner and procedure for
registration of securities, manner for openingeéssuaccounts and securities owners’ accounts; b)
rights and obligations based on membership; c) eafan clearing, settlement and provision of
discharge of obligations resulting from transacticoncluded on the stock exchange or other
regulated public market; d) manner for record-kegmif special money account; €) manner for
forming and conditions for usage of assets of tiergntee fund and other rules to overcome risks of
failure to fulfil obligation by an individual membef the Registry; f) manner for entry and removal
of third parties rights arising from securities;nganner for entry and removal of ban on disposal on
the basis of contracts, judicial decisions or dens of other competent authorities; h) manner for
transfer of securities on the basis of contraatdicjal decisions or decisions of other competent
authorities; i) manner for performance of taska depository of privatization investment funds and
investment funds; j) manner for filing away docuraion and maintaining the data in electronic
form; k) manner and procedure for informing ownafrsecurities, issuers and members of the
Registry, as well as other forms of right of acdesthe public character of the work of the Registr

) fees for services provided by the Registry.

Article 199.
General enactments referred to in the Article 188lspply to each member of the Registry, issuer
and every person whose right and obligation oatuelation to securities.

Article 200.
The Registry shall determine detailed procedurapglication and enforcement of general
enactments by instructions passed by managing lwrahe director of the Registry.

3. Bodies of the Registry

Article 201.

(1) The Assembly, managing and supervisory boadddarector are the bodies of the Registry. (2)
The managing board shall consist of at least fieenimers, and supervisory board of at least three
members. (3) Candidates for members of managingapervisory board must have university
qualification of Economics, Law or Electrical Engering and at least five years of working
experience in that profession. (4) Candidate ferdinector of the Registry must have university
qualification of Economics or Law, five years of skimg experience in the capital market field,
appropriate professional knowledge and person@batés making him/her worthy to perform this
function. (5) Selection of members of managing sungervisory board and director shall be carried
out on the basis of previously announced publi¢desin(6) The mandate for the members of
managing and supervisory board and director sledfiMe years with the possibility of re-electioi) (
The Commission shall give consent to the appointrobthe members of managing and supervisory
board and the director of the Registry.

Article 202.

The members of managing and supervisory boardhenditector must not: a) be in the matrimony or
related to each other; b) be condemned for crirdotd against economy and payment operations,
his/her official duty and criminal acts under thesv or measures have been pronounced against
him/her or are in effect in terms of prohibitiongerform activities relating to securities; ¢) hold
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directly or indirectly, more then 5% of shareslud tapital of the legal entities licensed by the
Commission to perform activities; d) conduct prefesal activities and affairs which are contrary to
the principles for protection of investors, andapdndence and impartiality of the Registry.

4. Member of the Registry

Article 203.

(1) Member of the Registry may be bank, stock emgbantermediary, stock exchange, other
regulated public market, investment fund managerce@mpany, an issuer of securities, the Central
Bank of Bosnia and Herzegovina, and foreign barkfareign stock exchange intermediary if it has
the Commission’s license. (2) Acceptance to mentiygishall be carried out on the basis of an
application and documentation prescribed by the,lthesregulations of the Commission and general
enactments of the Registry.

Article 204.

(1) The member of the Registry shall have the rgjl@ccess to the part of electronic record of the
data in the system of the Registry which has biedsed up with its identification mark, in accordanc
with this Law, the regulations of the Commissionl general enactments of the Registry. (2) The
member of the Registry — stock exchange intermgdilall either submit written order to the
Registry, or enter an electronic order into theaesysof the Registry, in accordance with the
regulations of the Commission and general enacsradrthe Registry. (3) The member of the
Registry — stock exchange intermediary shall eifftssess a client’s order to submit or enter the
order referred to in paragraph 2 of this Articlehave other legal basis in accordance with the
regulations of the Commission and general enacsradtthe Registry. (4) The member of the
Registry shall have right of issuance of an exciguh electronic record of data kept by the Registr
related to the balance in the client’'s accountcivhvas opened with that member of the Registry. (5)
Members of the Registry, when fulfilling obligat®arising from transactions concluded on a stock
exchange or other regulated public market musinaatcordance with this Law, the regulations of the
Commission and general enactments and instructibtige Registry.

Article 205.

(1) The member of the Registry shall be accounttbthe owner or other person vested with rights
from securities, subject to entry in the Regisfioy,damage caused by either omission to enter the
order or irregular entry of the order, on the pipheof presumed responsibility. (2) The member of
the Registry shall not be liable for the damagerref to in paragraph 1 of this Law if it proveatth
causes that led to omission to enter the orderegular entry of the order, could not have been
anticipated, prevented or avoided. (3) The memb#reoRegistry shall not be liable for the damage
referred to in paragraph 1 of this Law if it provkat omission to enter the order or irregularyenfr
the order were caused by acts of the owner, o#rsop vested with rights or third party, that could
not have been anticipated, prevented or avoided.

Article 206.

Securities and funds of owners and members of &gisity shall not be included either in the
Registry’s property, or in its bankruptcy or ligattbn estate, nor can they be used for distraunede
on the Registry.

Article 207.

(1) If the member of the Registry should eithel timidischarge obligations arising from transacion
with securities concluded on a stock exchangelwraegulated public market or violate provisions
of the Law, the regulations of the Commission aedegal enactments of the Registry, the Registry
can temporarily or permanently exclude it from menship of the Registry. (2) Conditions and
procedure for the exclusion shall be determineddneral enactments of the Registry.
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5. Business activities of the Registry

Article 208.

(1) The Registry must not trade in securities f®iown account, furnish advice on securities or
investment in securities or give opinions on faadlity and non-favourability of purchase/sale of
securities. (2) Purchase of securities for the psepf clearing and settlement shall not be consille
trade referred to in paragraph 1 of this ArticB. Excluding restrictions referred to in paragrapbf
this Article, the Registry can acquire shares afltocess of a strategic integration with another
registry of securities, subject to consent of tlen@ission. (4) The Registry shall be authorised to
present in public the general advantages of registr of securities, listing of securities in quaia

on a stock exchange and trading in those securities

5.1. Record-keeping of register of securities

Article 209.

The following shall be entered in the Registrysegurities, b) rights from securities and their evgn
c) third parties rights from securities and perseested with those rights, d) bans and restrictains
transfer of securities.

Article 210.

(1) The following accounts shall be opened and kefite Registry: a) accounts of owners of
securities, b) accounts of issuers, ¢) accountddpositing securities, d) accounts of memberb®f t
Registry and of their clients, e) custodian acceamd f) other accounts necessary for performahce o
activities of the Registry, and in accordance wineral enactments of the Registry. (2) On the
accounts referred to in paragraph 1 of this Artittie following activities shall be performed: a)
keeping of the balance of securities; b) enterimd)teansfer of rights from securities, c¢) enteriinigd
parties rights, d) entering restrictions of transfed ban on disposal and e) entering other résing

and bans in accordance with the Law.

Article 211.

(1) The Registry shall make entry of rights fromgéies in accordance with the decision on
issuance and the Law. (2) Entering of rights shaltarried out in the manner, within deadline and
under conditions determined by general enactmdriteedRegistry. (3) The owner’s rights arising
from security shall have effect toward third pagtieom the day of their entry in the Registry.

5.2. Clearing and settlement of transactions conalied on the stock exchange and other
regulated public market

Article 212.

(1) The members of a stock exchange or other resglfaublic market and custody banks may be
members of the clearing and settlement systenA¢2g¢ptance to membership shall be carried out in
accordance with general enactments of the Regi&yyrhe members of the clearing and settlement
system, when fulfilling obligations arising fronatrsactions concluded on a stock exchange or other
regulated public market must act in accordance thighLaw, the regulations of the Commission and
general enactments of the Registry.

Article 213.

The members of the clearing and settlement syshedhtse accountable to the owners for damage
caused by issuance of illegal or inaccurate ordased on which transactions were concluded, subject
to clearing and settlement.

Article 214.

(2) If the member of the clearing and settlemestesy should either fail to discharge obligations
arising from transactions with securities concludach stock exchange or other regulated public
market or violate provisions of the Law, the regjolas of the Commission and general enactments of
the Registry, the Registry can temporarily or peremly exclude it from membership of the clearing
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and settlement system. (2) Conditions and procefduriae exclusion shall be determined by general
enactments of the Registry.

Article 215.

(1) Clearing and settlement of transactions coreduzh a stock exchange or other regulated public
market shall be carried out on the basis of a tepoconcluded transaction delivered by the stock
exchange or other regulated public market. (2) rElgéster shall not be liable for damages that occur
due to inaccuracy of the data in the report refetoen paragraph 1 of this Article. (3) Members of
clearing and settlement system discharge obligatielated to payments arising from transactions
with securities concluded on the stock exchangeosimer regulated public market, which are
included for clearing and settlement, through éepand settlement account.

Article 216.
Provisions of the Article 205 of this Law shall §pps appropriate to issues related to liabilityroed
member of clearing and settlement.

Article 217.

(1) The Registry must create a guarantee fundhgare fulfilment of obligations based on

transactions with securities concluded on the séxckange and other regulated public market. (2)
The assets of the guarantee fund shall consistyhpnts made by the members that use clearing and
settlement services. (3) The assets of the guardmtel shall be used for settlement of obligatiohs

the members if they fail to fulfil obligations withtime determined by general enactments of the
Registry. (4) The assets of the guarantee fund sbabe used for any other purpose and cannot be
the object of seizure either in the case of membens the case of the Registry. (5) The Registry

shall prescribe by its general enactment, the riigayment and the usage of the assets of the
guarantee fund.

5.3. Entering transfer of rights from securities

Article 218.

(1) Transfer of rights from securities on the badigansactions with securities concluded on the
stock exchange and other regulated public markat sl carried out based on the report of the
department for clearing and settlement, in the fant manner prescribed by the Registry. (2)
Transfer of both, securities and money, on theshafstlearing and settlement of transactions
performed on the stock exchange and other regufatblic market shall be carried out
simultaneously on the principle of ,delivery verqas/ment"”. (3) Transfer of securities related to
transactions concluded on the stock exchange 4l cegulated public market shall not be longer
then three days from the day of conclusion of asaation.

Article 219.

(1) Transfer of rights from securities on the badian act of a competent authority shall be cdrrie
out in compliance with the data from that act. TBe competent authority shall be obliged to, at the
request of the Registry, deliver the data necedsamntering transfer of rights from securitie?) (
The Registry shall make entry of the data by ddficiuty or upon request of a person who has legal
interest. (4) The Registry shall be responsibldtieraccuracy of the data entered in the ordetivela
to the data from the act referred to in paragraphthis Article.

Article 220.

(1) Transfer of rights from securities on the badia contract on gifting shall be carried out lobea
the data from the contract, verified by a compegenhority. (2) The order for transfer of righterfn
securities shall be submitted by a person giviggtaa person receiving a gift or a stock exchange
intermediary, on the order form determined by tlegiBtry. (3) The Commission shall prescribe the
circle of relatives among which transfer of segesiis allowed, on the basis of the contract otingjf
(4) A submitter of the order shall be liable foe thiccuracy of the data from the order.
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5.4. Entering third parties rights on securities

Article 221.
Entry and removal of third parties rights on seiiesithe Registry shall carry out in accordancd wit
this Law, regulations of the Commission and genenalctments of the Registry.

Article 222.

(1) The Registry shall make entry of third partights by official duty or upon the order of the rosy
of securities. (2) If the order for the entry oirthparties rights on the securities should be stibth
by the owner, the document which proves the legsisshall be submitted along with the order.

Article 223.

(1) The order for entry of the lien on securitibalscontain: a) the data on a pledger and a pkduje
amount and maturity of claim secured by the liersecurities and c) the data about securities subjec
to pledge. (2) If the lien on securities shouldebéered to secure not one's own debt, the ordér sha
contain also the data about a debtor.

Article 224.

(1) Legal basis for entry of the lien on securifrethe Registry may be: a) the law, b) a judicial
decision and c) a contract on pledge of secuiiti@€laim from the contract is secured in the
economy. (2) A new lien cannot be entered on siesiiof one owner on which the lien have already
been entered in the Registry. (3) Provisions ofLtlae on Contracts and Torts related to pledge on
movables shall apply to the lien in the contexthis Law, unless otherwise prescribed by this Law.

Article 225.

(1) The order referred to in the Article 223 ofsthiaw may contain also provisions on who has the
right to dividend and other income from the pledgedurity. (2) If the order for entry of the lien
should not contain provisions referred to in paapbrl of this Article it shall be considered the t
right to dividend and other income from pledgedusities belong to a pledgee.

Article 226.

(1) If the debtor related to the contract referi@th the Article 224, paragraph 1 item c) faifftdfil

its obligation secured by the lien, the pledgeldiele right to sell pledged securities on the
organized market within 8 days from the day he wdrhe debtor in writing, by registered mail. (2)
In case referred to in paragraph 1 of this Artithe, pledgee shall submit to the Registry the oraer
sell pledged securities and shall specify in thdepa stock exchange intermediary that he gives th
authorization to, to sell, for his account, pledgedurities on the organized market. (3) Along with
the order to sell pledged securities, the pledpaé submit to the Registry the statement on the
amount of his claim based on underlying debt aedotloof that he warned, in writing, the debtor and
a pledger, when it is not the same person, thatilheitiate the procedure to sell pledged sedasit
(4) The stock exchange intermediary, authorizethbypledgee to sell pledged securities in
accordance with this Article, may refuse to exedtinéeorder at the latest on the following working
day from the day of receipt of the notice from Registry stating that the pledgee has authorized it
sell pledged securities. (5) Sale expenses shaléfrayed first from the amount received by selling
pledged securities, and then the pledgee up tartiwint of his claim based on the underlying debt.
(6) Creditor’s claims on the basis of interest kbaldefrayed as per computation of interest made u
by a bank or an authorized legal expert. (7) Sutl# to the creditor which acquired the lien on the
basis of the law or a judicial decision shall beied out in accordance with a special regulation.

Article 227.
(1) Removal of the lien on securities shall beiedrout on the basis of the order issued by eitheer
pledgee or the owner of securities. (2) The conétite order referred to in paragraph 1 of this
Article shall be prescribed by the Registry. (3d#g with the order of the owner of securities nefdr
to in paragraph 1 of this Article, either the détl statement of the pledgee stating that he allow
removal of the lien on securities shall be enclazelggally effective judicial decision which repés
such a statement.
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Article 228.

In case of change of the number of securities duketrease of capital, merging, division or
conversion of securities, the lien on securitiedldte transferred in proportion to the part of
securities resulting from such an activity. The Ry shall notify a pledgee and a pledger of it,
within three working days from execution of thergnt

Article 229.

(1) Right of usufruct on securities shall be acediby the entry (of that right) in the Registrytbe
basis of an order of the owner of securities atefjal affair by which the owner of securities tr@ns
to third party the right to dividend and other immfrom securities. (2) If not otherwise agreed, it
shall be considered that usufruct for natural pesdwmve been established until the end of lifdef t
person vested with that right. (3) In case he meguiemoval of the right of usufruct prior to expaf
time for which the right was established, the owsfesecurities shall be obliged to attach to thaeor
a certified statement of user of right of usufraidbwing removal of that right or legally effective
judicial decision which replaces such a statement.

5.5. Entry and removal of ban on disposal on basi a contract, a judicial decision and a
decision of competent authority

Article 230.

Entry and removal of ban on disposal on basisadrdract, a judicial decision and a decision of
competent authority the Registry shall carry ouiéoordance with this Law, regulations of the
Commission and general enactments of the Registry.

5.6. Safekeeping, liability of the Registry and rgmnsible persons

Article 231.

(1) The Registry shall be required to protect tifermation system and the data it contains against
unauthorised use and against change and losshé€R&gistry shall be required to keep permanently
documentation and the data recorded on electroedianunless otherwise prescribed by the Law. (3)
The Registry shall be obliged to provide safetgaitinuous functioning of information system by
forming secondary database and secondary compustens, which shall secure continuity of its

work in case of fire, flood or other circumstanedsch derange normal functioning.

Article 232.

(1) The Registry shall be accountable to an issuexwner of securities, for damage occurring
because of inaccuracy or loss of data relateddorgies, due to failure to execute or irregular
execution of an order, as well as because of wulaif other obligations prescribed by this Law, on
the principle of presumed responsibility. (2) ThegRtry shall not be liable for the damage referred
to in paragraph 1 of this Law if it proves that sasithat led to failure to execute or irregular
execution of an order, as well as violation of othigligations within its competence, could not have
been anticipated, prevented or avoided.

(3) The Registry shall not be liable for the damegjerred to in paragraph 1 of this Law if it preve
that failure to execute or irregular execution wfoader, as well as violation of other obligations
within its competence, have been caused by actibissuer or owner, member of the Registry or
third party, which could not have been anticipafgéyented or avoided.

Article 233.

Certain individuals must be designated respons$tsléhe accuracy of data and the correctness of
individual operations in connection with securitieshe acts of the Registry, and the scope of thei
responsibility must be defined.



6. Supervision over the work of the Registry

Article 234.

(1) Supervision over the work and business of tegifry shall be carried out by the Commission.
(2) In the procedure referred to in paragraph thisf Article, the Commission may examine
enactments, books and other documents of the Regist

Article 235.

If illegalities or irregularities should be founwl the procedure of supervision, the Commissionl shal
issue orders and set time for their elimination andertake measures prescribed in Articles 265 to
267 of this Law.

Article 236.

(1) If illegalities in the Registry’s business skbbe found in the procedure of supervision, the
Commission is authorized to render a decisionvoke the license for conducting activities referred
to in the Article 189 of this Law. (2) The Commimsishall revoke the license of the Registry ifita)
no longer fulfils the conditions for the issuanéadicense prescribed by this Law, and if it istaim
that it will not be able to fulfil them for a lorgeriod of time, b) it performs transactions for @hit

is not authorized by the Commission’s license &edprovisions of this Law, c) it repeatedly viokate
the provisions of this Law, d) it does not applyed not have, or acts contrary to the Law, other
regulations, enactments of the Commission andats @enactments, e) it does not eliminate
established illegalities or irregularities withime set by the decision of the Commission.

7. Reporting, transparency of work and accessibiljt of data from the Registry

Article 237.

The Registry is authorized to inform the public atyegistration of securities and the data whidh it
obliged to public on the basis of this Law, regiolas of the Commission and general enactment of
the Registry.

Article 238.

(1) Owner of securities, investment fund and cugtoahk shall have right of access to the data
referred to in the Article 209 of this Law and ke thistory of entries of securities kept in the iRy

(2) The issuer of securities shall have the ridt#tazess to the data referred to in Article 20

Law and to the history of entries of securitiestkpghe Registry whose issuer it is. (3) The deden
the shareholder ledger are available to publicepxpersonal identification number of owner and the
number of ownership account. (4) The Registry dalbbliged to make the list of shareholders of an
issuer of securities available to public in the me&mand under conditions prescribed by the
Commission. (5) The Commission shall have the rigtetccess to all the data kept in the Registry,
without any restrictions. (6) Judicial and admirdste bodies shall have the right of access to the
data kept in the Registry, within its legal authies. (7) Each person who proves his legal interest
shall have the right of access to the historyafisactions of individual securities.

Article 239.

(1) The Registry shall, in the manner and scopeastprescribed, inform: a) the issuers of secasritie
on securities they issued kept in the Registry@ndwners of these securities, b) the owners hen t
balance and changes in their securities accounteabers - on data that are essential for tramgexcti
with securities they have made for their own actaurior the customers’ account. (2) The Registry
shall present the Commission reports on its woithimthe period, in the manner and with the
content prescribed by the Commission. (3) Issueectirities shall inform the Registry on all the
changes of the data kept in the Registry withireaedays from the day the change occurred, that is
from the day of entry of the change in court regisproviding the entry of such a change has been
prescribed by a special law.
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8. Confidentiality and special restrictions

Article 240.

(1) The provisions of Articles 269 and 270 of théav regulating the obligation to keep official
secrets by employees and members of the Commiskadhapply to members of the boards and
employees of the Registry. (2) The Registry shalbbliged to inform the persons cited in paragraph
1 of this Article, at least once a year, aboutrtbbligations with respect to preserving profesalon
secrecy.

Article 241.

The Registry shall once a month present to the Gsgeiom a report on acquisitions and alienations of
securities of the members of the managing and sigoey boards, the director and employees of the
Registry.

Article 242.
Persons who are employees of the Registry shabeatembers of governing bodies nor employed
with the stock exchange intermediaries or the isgilmse securities are entered in the Registry.

9. Termination of the work

Article 243.
In case of the opening of bankruptcy proceedingsmnination of the Registry work, the
Commission shall be authorized to undertake meaduaresecurity of data kept in the Registry.

VIl SECURITIES COMMISSION
1. Status and organization of the Commission

Article 244.

(1) The Commission is permanent and independeat &dity, established for the purpose to regulate
and control the issuance and trade of securities.libilities and authorizations of the Commission
are determined by this Law. (2) The head officthefCommission shall be in Banja Luka.

Article 245.

(1) The Commission shall be accountable to the Rigp8rpska National Assembly for performing
its affairs set by the Law. (2) The Commission ktlaliver an annual report to the Republic Srpska
National Assembly on its work and the state ofgbeurities market.

Article 246.

(1) The Commission consists of the president, depréasident and other three members appointed by
the Republic Srpska National Assembly. (2) The iBegg of the Republic Srpska submits proposal

for appointment of the president, deputy presi@eit other three members of the Commission
(hereinafter: members of the Commission) to theuRbp Srpska National Assembly, on the basis of
previously announced contest, in accordance wah #w. (3) The mandate for the member of the
Commission shall be five years. (4) The same pemsaybe more then once appointed for the certain
position within the Commission. (5) When appointireyv members of the Commission, at least two
members from the previous mandate have to be renategl, providing the fulfil criteria of the

contest referred to in paragraph 2 of this Article.

Article 247.

Candidates for the member of the Commission must haiversity qualification of Economics or
Law, 10 years of working experience in that prafassof which 5 years in capital market field,
appropriate professional knowledge and person@atés making him/her worthy to perform this
function.
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Article 248.

(1) The members of the Commission must not: apkibeé matrimony or related to each other; b) be
convicted of crimes which character is incongruwith the nature of professional performance in the
Commission; c) be professionally engaged in anitipal party or participate in political activities
incongruous with the nature of professional pertamoe in the Commission; d) hold, directly or
indirectly, more then 5% of shares of the capifahe legal entities licensed by the Commission to
perform activities; e€) be members of bodies of leggities licensed by the Commission to perform
activities or scope of work, as well issuers ofisiies; f) conduct professional activities andaif$
which are contrary to the principles for protectadrinvestors’ interest and the independence of the
Commission’s work. (2) Provisions of the Article®df this Law shall apply to all employees in
specialised staff service of the Commission.

Article 249.

(1) Members of the Commission, before appointedstrgive the written consent evidencing their
acceptance of offered position. (2) The writtenseori of a person referred to in paragraph 1 of this
Article represents statement of appointed persamahg non-existence of disturbances in the context
of Article 248 of this Law. (3) Members of the Coiission shall be permanently employed with the
Commission.

Article 250.

(1) A member of the Commission may be relievedisfier duty before the end of the term of his/her
appointment if: a) a member should request it; imember should permanently loose the ability to
perform his/her duty; c) a member should commibfience against economy, payment operations,
his/her official duty or criminal offence againktg Law; d) a member should perform scope of work
or conduct activities incompatible with his/herylas a member of the Commission; e) it is
established that a member of the Commission faifalfil conditions related to appointment
determined by this Law. (2) Before the decisioreisdered to relieve a member of the Commission of
his/her duty, the member shall be given the oppitstio make a statement on the reasons for his/her
relief. (3) Simultaneously with relief pursuantgaragraph 1 of this Article, another person shall b
appointed for the position of the member of the @ossion, in the manner and pursuant to procedure
determined by this Law. (4) In case referred tpanagraph 3 of this Law, the other person shall be
appointed for the period until the end of the tefrhis/her predecessor.

Article 251.

Members of the Commission and persons employedth&lCommission neither can be prosecuted
for criminal acts, nor be liable in civil-adminiative proceeding for any action undertaken withdyoo
intentions, during performance of their duties aiiithin the framework of legal authorizations.

2. The Commission’s performance manner

Article 252.

(1) The Commission shall decide while in sessi¢ZsThe Commission shall decide effectively
based on majority of the member's votes, and nobeewf the Commission may abstain from
voting. (3) Member of the Commission shall be exedgrom voting when deciding on requests of
legal entities in which they participate in ownépsh

Article 253.

(1) The president represents the Commission anégeanits work, and in his absence the deputy
president. (2) President of the Commission shabign regulations and enactments which in the
Commission’s competence; b) pass particular enadgmelating participants on the securities
market; c) defend and represent the Commissiorréetiher institutions and participants on the
securities market; d) convene and preside themessi the Commission; e) be responsible for
implementation of the Commission’s regulationsjdgide on employment and its termination,
salaries and execution of employees’ responsislith specialised staff services. (3) The Commissio
shall have specialised staff service, whose orgéioiz shall be determined by the Statute.
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Article 254.

(1) The Commission shall pass the Statute for wthiehGovernment of Republic Srpska has to give
its consent.

(2) The Statute of the Commission shall specificedigulate the organization and performance
manner of the Commission, authority to defend apaasent the Commission, rights, liabilities and
responsibilities of the members and employeeségigfised staff services of the Commission,
manner of providing finance, manner of passing geresd individual enactments and other issues
important for the Commission’s activities. (3) Toglement and perform activities determined by this
and other laws, the Commission shall pass regulsitiorders, instructions, rules and other general
enactments. (4) The Statute and other generalrapats of the Commission referred to in paragraph
3 of this Law shall be published in “The OfficiabZette of the Republic Srpska” and they come into
effect within eight days from the day of being pshéd.

Article 255.

(1) Registers kept by the Commission shall be puk#) The Commission shall, by its regulations, in
more detail determine content, manner of maintemanc manner of exercise the right of access to
the registers from this Article.

Article 256.

The Commission may pass views, opinions as weltlzar forms of statements, when it is necessary
for implementation and enforcement of individuad\ysions of this Law and other laws regulating
field of securities and competence of the Commissio

Article 257.

(1) When deciding on administrative issues the C@sion shall apply provisions of the Law on
General Administrative Proceeding, unless otherdetermined by this Law. (2) Administrative acts
of the Commission shall be final. (3) An adminitira dispute may be instituted against
administrative acts before the competent courdcoordance with the Law on Administrative
Disputes. (4) Administrative acts referred to imgogaph 3 of this Article, shall be published in
accordance with the Statute and the Rules of Puveeaaf the Commission.

Article 258.
The Commission may be a member and may participatetivities of domestic and international
organization dealing in securities, unless it isgantrary to the Constitution and Law.

3. Financing of the Commission

Article 259.

(1) The Commission shall pass the Tariff of chargesermining amount of charges for performance
of the activities within its competence, subjecapproval of the Government of the Republic Srpska.
(2) The Commission shall be financed from chargdlected by the Commission in accordance with
tariffs, for performance of the activities withits competence, as well as other revenues that the
Commission collects for its services. (3) Activitief the Commission may be financed from
donations of international governments of hon-gorent organizations.

4, The Commission’s authorizations

Article 260.

The Commission is authorized to: a) pass regulationmplement this Law and other laws when
authorised to do so by law; b) monitor and studystatus and trends on the securities market and
notifies the Republic Srpska National Assemblytp€) issue or suspend licences, permits and
approvals when authorised to do so by this and déiwes; d) supervise the obedience of rules of
customary trade and loyal competition in securitiade; €) supervise entities that it licenses to
perform activities, and issuers of securities iocedure for issuance of securities, as well impose
measures for elimination of illegalities and irrkgities established; f) prescribe, organise, urader
and supervise measures to guarantee the effeatietidning of the securities market and the
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protection of investors’ interest; g) determindgsifor trade of securities; h) suspend issuande an
trade of particular securities and undertake otteaisures in case when it estimates that certain
activities are endangering interests of the inwsstad the public, or they are not in accordandk wi
the Law and other regulations; i) prescribe genamdl special conditions for business, which must be
fulfilled by legal entities which are licensed hetCommission to perform activities or their scope
work; j) prescribe the mandatory content of infotiora that issuers must release when securities are
issued with a public offering; k) prescribe the hatory content of information that participants who
take part in trading in securities shall delivethie Commission or publicly announce; I) press
charges against legal entities and natural peitseftse competent authority, if during the supeonsi
process over them it establishes existence of giotor suspicion that a criminal act or an offence
has been committed; m) implement the previous @iet\vif provisions and regulations of the Law
and other regulations have been violated; n) peiridbrmation and spread knowledge on activities
of the securities market; o) cooperate with cogoag@nizations abroad; p) keep the records and
registers in accordance with provisions of this atieer Law; q) prescribe the amount of fees for
performing services within its authority; r) initéapass of law and other regulation relating to
issuance of securities and trading in securitie® groposals for changes to law and other regnati
relating this field, participate in preparationather laws and regulations of interest to partictpaf

the securities market, inform the public on pritegoon which the securities market functions; sggi
opinion relating implementation of regulations whimntain authorizations of the Commission, at the
request of parties involved or persons who proeg tegal interest; t) undertake other measures and
carry out different activities in accordance wiglgél authorizations.

Article 261.

Natural persons and legal entities shall be obligatkliver all information and documents that the
Commission requires from them, carrying out ithattations and responsibilities, in the manner
and within deadline determined by the Commission.

5. The co-operation of supervisory bodies

Article 262.

(1) The Commission, Ministry of finance of the Rbjpt Srpska, Banking Agency of the Republic
Srpska, and other bodies responsible for supervigi@ther financial institutions in the Republic
Srpska, shall co-operate and exchange informaf@rsupervisory bodies referred to in paragraph 1
of this Article shall notify one another about alggalities of irregularities found during supesian

if these findings are essential for the work oftaeo supervisory body. (3) Each supervisory body
referred to in paragraph 1 of this Article shalltte request of an another supervisory body, detiy
that body all the data and information on the griiéing supervised that are necessary when carrying
out supervision and in procedures relating issoingevocation of a license or an approval.

6. The authority of the Commission in the implemerdtion of the supervision

Article 263.

(1) The Commission shall perform supervision bylgsiag and inspecting financial and other

reports, business documentation, and other dataegondds which the persons under supervision are
obliged to keep or deliver to the Commission, pamsuo the provisions of this and other laws and
regulations of the Commission, and by taking stat@sior declarations from responsible persons and
other employees of the legal person under supenyisis well as from other natural persons who have
information that is of interest for the supervisi¢®) The supervision referred to in paragraph thisf
Article shall be performed by either persons emgtbwith the Commission by analysis of delivered
documentation or by professional authorised persbtise Commission through direct inspection of
documentation, in the premises of the supervisesbpeor of the legal person with whom the
supervised person is directly or indirectly coneddhrough business, management or capital. (3)
Supervised persons shall give access to authgrersdns of the Commission to their premises,
provide appropriate rooms and personnel, and dedine present for inspection the required papers
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and documentation, make statements or declaragimh&nsure all other conditions have been met
necessary for supervision. (4) Authorised persdniseoCommission may temporarily seize, upon the
issuance of a receipt, the documentation and biedksred to in paragraph 1 of this Article,
securities, money or objects which can be usedidsmce in criminal or misdemeanour proceedings,
but only until the institution of these proceedingben they shall be given over to the body
authorised for conducting the proceedings.

Article 264.
The Commission shall prescribe the manner for siien performance, procedure for order
issuance and undertaking measures as well as desddir their elimination.

Article 265.

(1) Supervisory measures shall be used to ordegliménation of illegal acts and irregularities
established and to undertake activities necessahéir elimination. (2) If illegal acts or
irregularities have been found, the Commissionlshglrendering a decision, order that action be
taken to contribute to the establishment of law esmpliance of work with laws and other
regulations, or the Commission shall pronounceaffigropriate measure prescribed pursuant to this or
other laws. (3) In the decision referred to in gaagh 2 of this Article, the Commission shall $et t
deadline for the implementation of the decisiort #hell not exceed 60 days, and the obligation to
produce to the Commission proof of the eliminatdthe illegal act or irregularity. If the
Commission should establish that the illegal adtregularity has not been eliminated, the
Commission can render a decision pronouncing neasare.

Article 266.

When the Commission finds illegal acts and irregtiés endangering the functioning of the entire
capital market, the position of individual partiaigs on the capital market or a possibility for a
considerable damage, the Commission shall: a) tartcansaction made on a stock exchange,
regulated public market or through any other legedration if it is found that one or more elements
of the transaction are not correct or indicate ialation of the price or quantity of securities, b)
cease all activities related to the transfer of enship from the account of the transferor (owner) t
the account of the transferee at the Registryef@bmmission disposes of information that leadhéo t
suspicion that the securities have been obtained illegal manner, c) order a modification or
amendment to or suspend the application of pravssad the general acts of a stock exchange, other
regulated public market, the Registry, a stock arge intermediary and other participants licensed
by the Commission to perform activities, or ordes writing of new general and individual acts ie th
cases when the Commission finds that it is necessayuarantee the effective functioning of the
securities market and the protection of participad} cancel or abolish an individual act of legal
entities referred to in item c) of this paragraptaccordance with provisions of the Law on General
Administrative Proceeding, e) dispossess the s@change intermediary of the management of the
securities account when the Commission finds thdisposed of them in the manner contrary to the
instructions of the owner of securities, f) admaritsand give public reprimand to a stock exchange,
other regulated public market, the Registry, alstochange intermediary and to other participants
licensed by the Commission to perform activitiekew the Commission finds frequent violations of
the provisions of this and other laws;

g) undertake other measures prescribed by otheispras of this and other laws and the
Commission’s regulations, that are necessary ®etimination of consequences of acts or omissions
committed by entities referred to in item f) ofglgaragraph, which could affect the market as a
whole.

Article 267.

(1) In cases where this Law or other laws and agguis of the Commission are violated, or in cases
when the continuation of business of the supervistity is uncertain, the Commission can order the
implementation of the following special measurgrahibition of performance of certain activities
arising from this and other laws for which the Coission gives a license; b) revocation of its
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consents to appointment of director, members ofagament and supervisory board and issuance of
orders for appointment of new persons; c) revopadicthe license to perform activities regarding
securities. (2) Where the Commission finds thateh& ground for suspicion that a criminal act or
offence has been committed, the Commission shadirtéo a competent authority.

Article 268.

(1) To protect the interests of investors, membeaisother users of services of the Registry, the
Commission may render a decision ordering the Rdis take action that will block or render
impossible the alienation, acquisition or entrttofd parties rights on securities, the securitiieg in
the process of clearing or settlement or transgfeuks! be entered into individual accounts opened
with the Registry if: a) the Commission has atdmsposal data that raise suspicion that the sessirit
entered on the account of the investor have beguirad by actions contrary to this Law and
regulations founded upon this Law, b) the persdhaized to conduct transactions with securities
has made a mistake or some other inappropriat@raetiose consequence has been the entry of
securities into the investor’s account, c) it isessary for the implementation of the supervisibn o
authorized persons. (2) In case referred to ingrapd 1 of this Article, the prohibition of the
alienation or entry of third parties rights on séies cannot exceed the period of sixty days.

7. Confidentiality and a special restrictions

Article 269.

(1) The members of the Commission, employees asutages must preserve the secrecy of
information which they learn either as they camy their obligations or perform their tasks in the
Commission, or in some other way, unless theyrageparticular case authorised otherwise by law.
This information shall be considered an officiatret. (2) The persons referred to in paragraph 1 of
this Article shall not furnish advice concerningde in securities and investment in securitiesve g
opinions on favourability or unfavourability of aggition or alienation of securities. 75

Article 270.

(1) The members of the Commission and employedk sliihin five days from the date of purchase
or sale, report to the Commission each purchasalerof securities including the data on the number
price and the date of the transaction. (2) The Cimsion shall keep a special register of reports
referred to in paragraph 1 of this Article. Theadftom the register shall be kept for at least five
years. (3) Provision of paragraph 1 and 2 of thidcke shall appropriately apply to member of
management, supervisory board and employed ofttic& sxchange, the Registry and a stock
exchange intermediary.

VIl BAN AND RESTRICTIONS OF ACTIVITIES RELATED TO SECURITIES
1. Ban on use of privileged information

Article 271.

(1) Privileged information, for the purposes ofsthaw, shall be all facts that are not known to the
public that pertain to either one or more issuérseaurities, or to securities, and which, if known
might influence the price of securities. (2) Then@woission shall prescribe the modes of preventing
misuse of privileged information.

Article 272.

Persons who possess privileged information shalhbge persons who learn about privileged
information in the course of their work, professidnty or based on family relations, and those a@ye:
members of management, supervisory board or othevaent bodies of an issuer and a company
related to the issuer in the context of provisiohthe law regulating business activities of jatick
companies; b) members of management, supervisagtzmd employees of authorized participants;
c) persons employed, professionally engaged oopsreho execute certain functions that enable
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them access to such information; d) persons dyrectindirectly possess 10% or more of registered
capital of an issuer; e) lineal relatives to thistfdegree of kinship of natural persons referoei t
items a), b), c), d) and g) of this Article; f) ethpersons, for which the Commission should find, b
the supervision or in some other way, that theyl yse/ileged information.

Article 273.

(1) Persons referred to in the Article 272 are ifiatbn to: a) take advantage of privileged inforiomati
when directly or indirectly buying or selling seitigs which are traded or securities issued byessu
registered in the Republic Srpska, regardless efravthey are traded, b) divulge privileged
information or make it accessible to third part®stake advantage of privileged information in
furnishing advice to third parties on the purchaissale of securities. (2) Stock exchange
intermediaries and other authorized participards léarn privileged information shall neither
purchase nor sell securities for their own accooot,advise on investments in securities to whingh t
privileged information relates. (3) For the purpo$establishment of misuse of privileged
information, all persons referred to in the Arti@lé2 of this Law, shall be obliged to, at the rejue
the Commission, deliver all required data and damis

Article 274.

(1) The persons referred to in the Article 272hi$ Law shall be obliged to deliver information on
executed transactions with securities of that isdoehe issuer, to the Commission and to the
exchange or other regulated public market on whiath securities are listed, and to do so within 15
days from the date on which the transaction takesep (2) Every person, who suffered damage due
to violation of prohibition to use privileged infoation, has right to require compensation from the
person who caused damage, in the proceeding bibf@Empetent authority.

Article 275.

(1) The issuer must promptly inform the public bfnaaterial facts that can influence the price of
securities. (2) When an issuer is unable to publisiinformation referred to in paragraph 1 of this
Article because that would jeopardize his legitinaterests, it shall inform so the Commission,
which may exempt it from that obligation, but offity a period of time which may not be longer than
three months.

2. Manipulation on the market

Article 276.

(2) It shall be prohibited to manipulate on theusities market. (2) It shall be prohibited to irdghce
or attempt to influence decisions of other pantéggarding purchase or sale of securities, by: imgus
false or ambiguous information such as promiseectst or other similar activities directed to the
other party and b) distortion or concealment ofantgnt information which certain party knows or
has to know, and which refers to the issuer angiss securities.

Article 277.

To prevent manipulation on the market it shall bghjbited to: a) conduct a transaction with
securities in such a manner that its execution doesesult in a change of a legal owner or in some
other way creates an appearance of an executezhttion; b) issue an order for the purchase or sale
of a security knowing that an order has been gorenill be given for the sale or purchase of that
security, at the price or in the number which s $hme or approximately the same, by the same or
another person in order to create a fictitiousegpdrappearance of active trading

Article 278.

It is prohibited to conduct transactions with séts in order to: a) increase the price of thausity
and thus encourage other investors to buy thatisgdo) depress the price of that security andsthu
encourage investors to sell that security; ¢) tieappearance of active trading in that security a
thus encourage other investors to purchase anglldhat security.
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Article 279.
Every person, who suffered damage due to manipulatn the market, has right to require
compensation from the person who caused damage jproceeding before the competent authority

3. Commission-motivated trading

Article 280.

A stock exchange intermediary shall be prohibitedfselling securities or issuing orders for their
sale, or buying securities or issuing orders feirthurchase, exclusively with the intention ofreag
the commission collected for that service.

IX PROTECTION OF INVESTORS' INTERESTS AND TRANSPARE NCY OF WORK
1. Security for the fulfilment of obligations resuting from securities

Article 281.

(1) An issuer’s obligation to pay dividends may hetsecured by a bank guarantee, warranty or a
similar form of security. (2) Any guarantee or sgyufor payment of a future dividend shall be null
and void.

Article 282.

The obligations of an issuer of securities to feygrincipal and interest from debt securities imay
secured by a bank guarantee or a similar formaifrdy that must ensure the fulfilment of
obligations from all securities of the same class.

Article 283.

(1) An issuer’s obligation to pay the principal dnterest may be secured by a lien on real estate a
securities, whose value shall not be less thatotiakissuer’s obligations from all the secured
securities. (2) The value of the pledged real esiatl securities must be established by an audbriz
legal expert.

2. Reporting to public and information publishing

Article 284.

(1) Issuers which issued securities through puiffier pursuant to provisions of this Law shall be
obliged to publish: a) annual, semi-annual finan@ports, b) audit reports if obliged to auditogs,

in accordance with regulations, c) reports on $iggmt events and activities influencing businelss o
the issuers. (2) The stock exchange and otheratsglipublic market shall be authorized to take over
annual and semi-annual financial reports from tiséitution determined by the Law to collect and
process financial reports and shall be obligedutaigh them. (3) The Commission shall prescribe the
content, manner and deadline for publishing amagfithe reports referred to in paragraph 1 of this
Article.

Article 285.

(1) Depending on the amount of capital of an isstiner number of shareholders and structure of
ownership in the capital of the issuer, the Comioismay prescribe types, scope and content of
reports that issuers are obliged to produce antighulf2) Issuers referred to in the Article 167,
paragraph 1 of this Law shall file with the Comnossand the stock exchange the following: a)
quarterly financial reports within 30 days from thst day of each quarter, b) annual financial and
business reports including consolidated reporteiwiB0 days after the end of business year, c) audi
report within 5 days from the date of receipt dfttreport. (3) Issuers referred to in the Articdd 1
paragraph 1 of this Law shall be obliged to ci@daconcerning application of Standards of Cormorat
Governance of Republic Srpska (“The Official Gazett Republic Srpska” No. 02/05).
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Article 286.

(1) Stock exchange intermediary shall be obligeflaovith the Commission the following reports: a)
financial reports and other reports on businedsities; b) audit reports; c) report on executed
transactions; d) reports on events that influenusérniess activities of stock exchange intermediayy;
report on fulfilment of conditions; f) other repprt the request on in accordance with the regulsti
of the Commission. (2) The authorised company stwlfy the Commission within three days of
every change in the data given in the applicatosrtte issuance of a license to a stock exchange
intermediary, broker, investment advisor or investirmanager. (3) The Commission shall prescribe
the content, manner and deadline for publishingféing the reports of stock exchange
intermediaries.

Article 287.

(1) The stock exchange shall inform the Commissiona) filed requests for membership and
acceptance into the membership, issued tradingdes exclusion of a member from trade on the
stock exchange/termination of membership on thekstgchange as well exclusion of a
broker/termination of a broker’s right to tradetbe stock exchange; b) filed requests for listimg i
(quotation) the official market, listing of secirgg and revocation of listing of securities; cyirg on
the stock exchange and reported block transactiressery change in the data given in the
application for the issuance of a license. (2) 3toek exchange shall file with the Commission:ist) |
of securities quotation; b) financial and auditaep; c) other reports at the request of the
Commission. (3) Stock exchange shall publish: dg&af the stock exchange and other general
enactments, b) list of persons composing the gavgiodies of the stock exchange, c) list of
members of the stock exchange with names of aagbbrokers, d) list of securities listed on the
stock exchange market, e) list of securities qimaf) other reports in accordance with the
regulations of the Commission. (4) The Commissiuallgprescribe the content, form, manner of
publishing and filing the data referred to in pagudy 1, 2 and 3 of this Article. (5) Stock exchange
shall be authorized to publish bulletin and pubi@as on the securities data and the trading on the
stock exchange.

Article 288.

(1) The provisions of this Law relating obligatiooisthe stock exchange shall apply as appropraate t
obligations of other regulated public market regagdeporting to the Commission. (2) The
Commission shall prescribe the content, form, maphpublishing and filing the data referred to in
paragraph 1 of this Article.

Article 289.

(1) Professional organization shall file with ther@mission: a) rules, regulations, trade usage and
standards of professional organization; b) listngimbers; c) information on measures taken against
members, officers and personnel of a professiomgrozation; d) other data at the request of the
Commission. (2) Professional organization shad fiith the Commission and also publish other
information on its business, in scope and in made&rmined by the regulations of the Commission.

Article 290.

(1) The Registry shall notify an issuer and the @ossion in writing and to make public the data on
acquisition of shares in the following cases: &) fferson collects 5% or more shares with a voting
right of issuer or right incorporated in such skat® if a person’s portion of any class of shdrthe
issuer, with a voting right, increases up to thvelelividable by 5 over 5% of that class of shaoysf

a person’s portion of shares with a voting rightrdases to the level dividable by 5 over 5% of that
class of shares. (2) With regard to shares reféaéud paragraph 1 of this Article, the following
information shall be published: a) name of the awhgdesignation of shares; ¢c) name of the issuer;
d) number of shares of the issuer; €) number akshand relative share of shares which belongeo th
owner in relation to their total number.



X PENALTY CLAUSES
1. Criminal acts
1.1. Unauthorized usage and divulgence of privilegeinformation

Article 291.

(1) Whosoever, through authorized or unauthoridegasal of privileged information not known to
the public and pertaining to one or more issuerseatirities, or to securities that, if known to the
public, would influence the price of securitieskapwing the privileged nature of such information,
uses it to buy or sell securities traded on thetéey of the Republic Srpska or securities isshgd@n
issuer seated in the Republic Srpska regardlestefe they are traded, with a view to realising
material gain for himself or for a third party or¢ause damage to a third party, b) knowing the
privileged nature of such information, without awrlzation communicates such information, delivers
such information or in some other way makes thecessible to a third party, c) knowing the
privileged nature of such information, uses itumfsh advice to a third party on the purchaseat# s
of securities traded on the territory of the ReuBlpska or of securities issued by issuers wighat
in the Republic Srpska, regardless of where theyraded, with a view to realising material gain fo
himself or a third party or to cause damage tdrd fharty shall be subject to a fine or imprisonten
up to one year. (2) If the material gain or damemesed to a third party through the criminal ofeenc
referred to in paragraph 1 of this Article excettssamount of 1.500,00 BAM, the perpetrator shall
be subject to a fine or imprisonment up to two gear

1.2. Manipulation of prices and spreading of falsenformation

Article 292.

(1) Whosoever, with the intention of thus influemgithe increase or decrease of the price or tdecrea
an appearance of active trading, and thus reatisgerial gain for himself or for a third party or
causes damage to a third party: a) concludes aué®a contract on the sale of securities in daler
give an appearance that a deal has been madegtithoue of the parties wishes to execute it, b)
gives an order to purchase or sell a security stoek exchange or on other regulated market
knowing that the order to purchase or sell thatisgchas been given or will be given by some other
party at a price and in number that is the sanapproximately the same, or if he himself gives the
order and counter-order; c) spreads informatiorugho issuer, securities or other facts he/she know
to be false, shall be subject to a fine or impnsent up to one year. (2) If the material gain or
damage caused to a third party through the cringffahce referred to in paragraph 1 of this Article
exceeds the amount of 1.500,00 BAM, the perpetsdtall be subject to a fine or imprisonment up to
two years.

1.3. Presentation of false data in a prospectus arpublic invitation

Article 293.

(1) Whosoever as a member of management of arrighoes or facilitates the distribution of a
prospectus or a public invitation whose contenfiedfrom the contents prescribed by Articles 14 to
21, or as member of management allows or facifittlie presentation of false data and false
representation of material facts in a prospecta#i be subject to a fine or up to two years
imprisonment. (2) If the perpetrator acquired tregemal gain for himself or for other or caused
damage that exceeds the amount of 1.500,00 BAMigfirdhe criminal offence referred to in
paragraph 1 of this Article, the perpetrator shalkubject to a fine or imprisonment up to thresrye

16¢



1.4. Unauthorized listing of securities

Article 294.

(1) Whosoever as a member of management or otlugrdfca stock exchange allows the listing of
securities on the official market which do not migaet conditions prescribed under this Law and
regulations of the stock exchange, he/she shalubgct to a fine or up to two years imprisonment.
(2) If the perpetrator acquired the material gainHimself or for other or caused damage that edcee
the amount of 1.500,00 BAM through the criminalevife referred to in paragraph 1 of this Article,
the perpetrator shall be subject to a fine or isgoriment up to three years.

1.5. lllicit trade in securities

Article 295.

(1) Whosoever is engaged in unauthorized medidtidhe purchase or sale of securities shall be
subject to a fine or up to one-year imprisonme2itlf(the perpetrator acquired the material gain fo
himself or for other or caused damage that exctedamount of 1.500,00 BAM through the criminal
offence referred to in paragraph 1 of this Arti¢cle/she shall be subject to a fine or imprisonrgnt
to three years. (3) Whosoever organizes a netwioalgents to commit the criminal offence referred
to in paragraph 1 of this Article shall be subjiecs fine or up to five years imprisonment.

2. Misdemeanours

Article 296.

(1) A legal person shall be subject to a fine dinaen 10,000.00 and 50,000.00 BAM for a
misdemeanour if:

1) an issuer does not file an application to etiterdata into the Registry of Issuers within the
prescribed period (Article 7 paragraph 3 of thisv),a

2) a issuer does not file an application for regigin of securities with the Central Registry with

the prescribed period (Article 8 paragraph 2 of ttaw),

3) an issuer publishes a prospectus or deliveesiteviously determined buyers before it has been
approved by the Commission (Article 11 paragrajli Bis Law),

4) an issuer does not publish the prospectus gouhgc invitation in the manner and within the
period prescribed by the Article 33 of this Law,

5) an issuer, throughout the public offering, chemigs Statute or other enactments that determe t
rights of securities owners described in the prose(Article 34 paragraph 1 of this Law),

6) an issuer does not inform the Commission angbtiic of the modification of circumstance in the
prospectus in accordance with the Article 34, paaalg 2 of this Law,

7) an issuer does not publish the modificatiorhefprospectus within deadline referred to in the
Article 34, paragraph 3 of this Law,

8) an issuer does not deliver the modified progsetd all the investors who performed subscription
of securities during the public offering along wittiormation that they have right to cancel the
subscription (Article 34, paragraph 4 of this Law),

9) an issuer does not carry out reimbursementdordance with the Article 34, paragraph 6 of this
Law,

10) an issuer’s promotion related to the publienffy of securities does not contain information on
the day of publication of the prospectus and pladeare the prospectus is made available to
investors (Article 35, paragraph 2 of this Law),
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11) an issuer’s Information on public offering a complete, if they lead into wrong conclusions o
are not in accordance with the prospectus (ArB8gparagraph 3 of this Law),

12) an issuer does not deliver promotional matéoithe Commission in accordance with the Article
35, paragraph 4 of this Law,

13) issuer carries out the subscription and paymesgcurities in the manner contrary to Articlés 3
and 37 of this Law,
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14) an issuer or the issuing agent either offamable the subscription of securities and receive
payments for securities after expiration of thediiea for subscription and payment (Article 39,
paragraph 5 of this Law),

15) an issuer after closing of the public offertd@es not file the report with the Commission in
accordance with the Article 41, paragraph 1 of Laiw,

16) a bank does not notify the Commission of tteeigges subscribed and paid for in case of the
public offering in accordance with the Article 4gragraph 2 of this Law,

17) an issuer does not publish data after closigeopublic offer in accordance with the Articlg, 4
paragraph 4 of this Law,

18) The Registry does not notify the stock exchasrgather regulated public market of the
registration of securities (Article 43, paragrapbf 2his Law),

19) an issuer does not file the request to obte@rlommission’s permission to alter a buyer in
private offering in accordance with the Article $&ragraph 1 of this Law,

20) an issuer publish the prospectus or make cowitit a potential buyer through the mass media in
the case of a private offering (Article 51 of thiesw)

21) an issuer, after closing of a private offeridges not deliver the report to the Commission in
accordance with the Article 54, paragraph 1 of L,

22) an issuer does not publish the data afterldseng of a private offering in accordance with the
Article 54, paragraph 3 of this Law,

23) a foreign issuer issues securities in the Rgp8Bbpska contrary to provisions of the Article &f7
this Law,

24) an issuer, when issuing securities outside@Republic Srpska does not act in accordance with
the Article 59 of this Law,

25) an issuer does not notify the Commission ofisheance of securities referred to in the Artéfle
paragraph 1 of this Law, in the manner and withindeadline referred to in the Article 60, paragrap
3 of this Law,

26) an issuer issues securities contrary to prawisof the Article 60, paragraphs 2 and 4 of tlas/L
27) an issuer issues securities contrary to prawssof the Article 61, paragraph 1 of this Law,

28) a stock exchange intermediary performs traimactvith securities without a license from the
Commission (Article 64, paragraph 1 of this Law),

29) contrary to the Article 72, paragraph 1 of ttasv, directly or indirectly owns shares of morerth
one broker-dealer company,

30) contrary to the Article 72, paragraph 1 of tbésv, directly or indirectly owns shares of another
broker-dealer company;
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31) broker-dealer company does not furnish inforomadbn every change in its ownership structure to
the Commission within the deadline referred tchia Article 72, paragraph 4 of this Law,

32) it establishes a company to perform activiteggarding securities or make an entry of a new
business activities in the court register witholic@nse from the Commission (Article 74, paragraph
1 of this Law),

33) a stock exchange intermediary executes sthtusges of merging by overtaking, merging or
division without a license from the Commission (&l& 80 of this Law),

34) a stock exchange intermediary, before the efttlge data relating status change of mergings doe
not act in accordance with the Article 81 of thasal,

35) a stock exchange intermediary if on the oceasfaestablishment of a branch office or other lega
entity outside the Republic Srpska acts contrapréwisions of the Article 82 of this Law,

36) a stock exchange intermediary whose head affioatside of the Republic Srpska, establishes a
branch office to conduct transactions with secesitvithout a license from the Commission (Article
83 of this Law),

37) stock exchange intermediary which has a licésmeed in the Federation of Bosnia and
Herzegovina and in Brcko District, acts contraryptovisions of the Article 84, paragraph 2 of this
Law,
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38) a stock exchange intermediary performs traiwaetith securities after revocation of the license
or after the day on which the license to perforamsaction with securities becomes invalid (Article
90, paragraph 3 of this Law),

39) a bank does not block the accounts of a stechamge intermediary upon the order of the
(Article 90, paragraph 5 of this Law),

40) a stock exchange intermediary whose interest peority over a client’s interests that is in
performing transactions with securities acts cagtta a client’s interests (Article 100 of this Law
41) a stock exchange intermediary which, by praxgdalse information to investors regarding the
price of securities, by spreading false informaimorder to influence the price of securities ayd
handling securities owned by its client without tient’s written order, destabilizes the market,
which is contrary to the Article 101 of this Law,

42) it does not notify the stock exchange intermgdof every acquisition or alienation of secustie
in accordance with the Article 102, paragraph thisf Law,

43) a stock exchange intermediary does not kepg@ia register in accordance with the Article 102,
paragraph 3 of this Law,

44) a stock exchange intermediary does not acsdordance with the Article 103 of this Law,

45) a stock exchange intermediary does not baliésmtquid funds and liabilities and exposure tskri
in the prescribed manner (Article 105 of this Law),

46) a stock exchange intermediary publish adverigse in the manner contrary to the Article 106,
paragraphs 2 and 3 of this Law,
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47) a stock exchange intermediary does not extiibiRules of business conduct and tariffs in a
visible place easily accessible to a client (A€itD7, paragraph 5 of this Law),

48) a stock exchange intermediary does not cadleetmission for its services pursuant to its tariffs
(Article 108 of this Law),

49) a stock exchange intermediary, in its businass, contrary to the Article 111 of this Law,

50) a stock exchange intermediary does not concdfudeiting a contract with a client and does not
inform him/her about the Rules of business condndtdoes not present it to him/her (Article 112,
paragraphs 1 and 2 of this Law),

51) a stock exchange intermediary does not infoaieat about changes to the Rules of business
conduct (Article 112, paragraph 3 of this Law),

52) a stock exchange intermediary does not openttdi (Article 113 of this Law),

53) a stock exchange intermediary does not aatdordance with the Article 115 of this Law,

54) a stock exchange intermediary receives cliartirs contrary to the Article 117 of this Law,
55) a stock exchange intermediary refuses an aat@rary to the Article 119 of this Law,

56) a stock exchange intermediary does not keeprther book in accordance with the Article 120 of
this Law,

57) a stock exchange intermediary executes a dierders contrary to the Articles 121 and 122 of
this Law,

58) a stock exchange intermediary does not notifiyeat of the execution of orders in the manner
and within the deadline referred to in the Artit23 of this Law,

59) a stock exchange intermediary handles clidatids contrary to the Article 124 of this Law,

60) a stock exchange intermediary fails to undertelknecessary activities to make payments related
to transactions with securities and to transfeusges in accordance with the Law and regulatiohs
the Commission and of the Registry (Article 12%hi$ Law),

61) a stock exchange intermediary raises loaneduargies contrary to the Article 126 of this Law,
62) a stock exchange intermediary does not keepdturities of a clients in accordance with the
Article 127, paragraph 6 of this Law,

63) a bank that is a broker-dealer company perfaustodian activities without a license from the
Commission (Article 128, paragraph 2 of this Law),

64) a custody bank that is a broker-dealer companfprms custodian activities contrary to the
Article 129, paragraph 2 of this Law,

65) a custody bank that is a broker-dealer compamylles securities in the custodian account
without clients’ orders (Article 130, paragraphf2tds Law),
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66) a custody bank that is a broker-dealer compamylles the client’s funds contrary to the Article
130, paragraph 4 of this Law,

67) a custody bank that is a broker-dealer complag not keep a special record and custodial book
in accordance with the Article 131, paragraphsd 2of this Law,
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68) a custody bank that is a broker-dealer comgigsgble the Commission to inspect the custodial
book and all other documentation or without delagginot inform the client about each deal made in
accordance with his/her order (Article 131, parpbea3 and 4 of this Law),

69) a custody bank that is a broker-dealer complaeg not present, at the Commission’s request, the
data referred to in the Article 133 of this Law,

70) a stock exchange intermediary does not présghe Commission and does not publish annual
financial and other reports in accordance withAhele 134 of this Law,

71) authorized participants on the securities ntaskech form a professional organization and did
not obtain preliminary consent of the Commissiortt@ncontract on establishment, or a professional
organization which apply the Statute and other g@remactments for which it did not obtain
preliminary consent of the Commission (Article 1f&ragraph 3 of this Law),

72) a professional organization uses profits eaamethe basis of provision of services to members
and third parties contrary to the Article 139 dbthaw,

73) a legal entity which performs activities reéttto in the Article 141 of this Law without a litse
from the Commission (Article 143 of this Law),

74) a stock exchange does not ensure all partitspartrading the same conditions referred to & th
Article 146 of this Law,

75) a stock exchange executes status changes wélommsent of the Commission (Article 150,
paragraph 3 of this Law),

76) it was not established as a stock exchangeciordance with this Law, nevertheless uses title
“The Stock Exchange” in legal operations (Artickll paragraph 2 of this Law),

77) a stock exchange applies the Statute, the Rilkke Stock Exchange and other general
enactments referred to in the Article 155, pardgrhpnd the Article 156 of this Law for which the
Commission did not give its consent,

78) a stock exchange selects members of managarg upervisory board and the director or
appoints the director without consent of the Corsiois (Article 157, paragraph 6 of this Law),

79) a stock exchange accepts as its member aexoblange intermediary that does not fulfil
conditions for membership referred to in the Agi@b1 of this Law,

80) a member of a stock exchange does not immégdiatéfy the stock exchange, in writing, of
referred to in the Article 162 of this Law,

81) a stock exchange trades in securities, fureigldgice on securities or investment in securities,
gives opinions on favourability and non-favouraiibf purchase/sale of securities (Article 163,
paragraph 1 of this Law),

82) an issuer does not file an application foirigsecurities in the official market to the stock
exchange and does not produce the prospectusondacce with the Article 167, paragraph 1 and 2
of this Law,

83) a stock exchange does not exclude securities the official market in accordance with the
Article 171, paragraph 1 of this Law,

84) a stock exchange does not act in accordanbethigtArticle 173, paragraph 2 of this Law,
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85) a stock exchange does not act in accordanbethigtArticle 174, paragraph 6 of this Law,

86) a stock exchange does not inform the Commiseiaccordance with the Article 179 of this Law,
87) a stock exchange does not inform employeesramdbers of the stock exchange bodies about
their obligations with respect to preserving prefesal secrecy in accordance with the Article 181,
paragraph 2 of this Law,

88) a stock exchange does not present to the Casiumia report on acquisitions or alienations of
securities of the members of the stock exchangeagiag and supervisory boards, the director and
employees of the stock exchange in accordancethgétirticle 182 of this Law,
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89) an other regulated public market does not phtihe data and does not present the data in
accordance with the Article 187 of this Law,

90) the Registry performs activities referred téha Article 189 of this Law without a license and
approval of the Commission (Article 196, paragrapf this Law),

91) the Registry applies general enactments fochvtiie Commission did not give consent (Article
197, paragraph 2 of this Law),

92) the Registry selects members of managing apergisory board that is appoints the director
without consent of the Commission (Article 201,gzaeph 7 of this Law),

93) the Registry trades in securities, furnish egeldn securities or investment in securities oe giv
opinions on favourability and non-favourability mirchase/sale of securities (Article 208, paragraph
1 of this Law),

94) the Registry does not create a guarantee fritle 217, paragraph 1 of this Law),

95) the Registry uses assets of the guaranteecfurtdary to the Article 217, paragraphs 3 and 4 of
this Law,

96) the Registry does not transfer securities aoday, on the basis of clearing and settlement of
transactions performed on the stock exchange dredt otgulated public market, simultaneously on
the principle of ,delivery versus payment” and viitiprescribed deadline (Article 217, paragraphs 2
and 3 of this Law),

97) the Registry does not secure record-keepinddlteein the manner referred to in the Article 231
of this Law,

98) the Registry does not provide right of accedbé¢ data kept in the Registry in the manner
prescribed by the Article 238 of this Law,

99) the Registry does not perform the obligatiomform in accordance with the Article 239,
paragraphs 1 and 2 of this Law,

100) an issuer does not inform the Registry on ghamf the data kept in the Registry within
prescribed deadline, in accordance with the Ar&36, paragraph 3 of this Law,

101) the Registry does not inform employees and lbeesnof the Registry bodies about their
obligations with respect to preserving professionaccordance with the Article 240, paragraph 2 of
this Law,

102) the Registry does not report on acquisitionkalienations of securities of the members of the
managing and supervisory boards, the director amalayees of the Registry, in accordance with the
Article 241 of this Law,

103) it, in the manner and within deadline deteediby the Commission, does not deliver all
information and documents that the Commission regurom them, carrying out its authorizations
and responsibilities (Article 261 of this Law),

104) an issuer does not publish information in edance with the Article 284, paragraph 1 of this
Law,

105) an issuer does not produce, publish and presgarts in accordance with the Article 285 obthi
Law,

106) a stock exchange intermediary does not préseéhe Commission reports and the data in
accordance with the Article 286 of this Law,

107) a stock exchange does not present to the Cssianiprescribed data within prescribed
deadlines and does not execute publishing in aecoelwith the Article 287 of this Law,

108) other regulated public market acts contramnéoArticle 288 of this Law,

109) professional organization acts contrary toAhele 289 of this Law,

110) the Registry acts contrary to the Article 28this Law.

(2) For misdemeanours referred to in paragraphthisfArticle, the responsible person in a legal
person shall also be subject to a fine in an amfyant 1,000,00 to 5,000.00 convertible marks
(BAM).

Article 297.

A natural person shall be subject to a fine inalmunt from 500,00 to 1.500,00 convertible marks if
1) this person should acquire shares contraryagtbvisions of Article 72 paragraph 1 of this Law,
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2) he/she is employed or should be a member ahtreagement of supervisory board of more stock
exchange intermediaries (Article 72, paragraph thisfLaw),

3) he/she renounces an order for purchase or takzorities which was accepted by that broker-
dealer company (Article 91, paragraph 1 of this JLaw

4) he/she provides services of broker, investmeéwisar and investment manager without a license of
the Commission (Article 93, paragraph 5 of this baw

5) he/she does not take care of the client’s isterand does not act with due professional care
(Article 100 of this Law),

6) he/she does not notify the stock exchange irgdiany of every acquisition or alienation of
securities in accordance with the Article 102, geaiph 2 of this Law,

7) he/she does not notify of every acquisitionlmmation of securities in accordance with the
Articles 181, 240, 269 and 270 of this Law,

8) he/she acts contrary to provisions relatingraserving professional secrecy referred to in Aegtic
181 and 240 of this Law,

9) he/she acts contrary provision relating to prasg official secret (Article 269 of this Law),

10) he/she uses, divulges to third parties or enashge by third parties data about clients, the
balance and transactions on a client’s securitiesunts, operations performed for a client androthe
data and facts they learn in connection with cotidgdransactions with securities for a clients
(Article 104, paragraph 1 of this Law),

11) he/she publishes advertisement offering trarsacwith securities and it is not a stock excleang
intermediary (Article 106, paragraph 1 of this Law)

12) he/she violates provisions of Articles 183, 242 248 of this Law,

13) in the manner and within deadline determinethieyCommission, he/she does not deliver the
data and documents that the Commission requires tihem, carrying out its authorizations and
responsibilities (Article 261 of this Law),

14) at the request of the Commission, he/she doedativer required data and documents (Article
273, paragraph 3 of this Law),

15) within the prescribed deadline, he/she doeglelbter information on executed transactions with
securities of that issuer, to the issuer, to thex@dssion and to the exchange or other regulatetiqoub
market (Article 274, paragraph 1 of this Law),

16) he/she performs transactions with securitiegraoy to the prohibitions referred to in Articles
from 276 to 278 of this Law.

3. The statute of limitation

Article 298.
Misdemeanour proceedings relating misdemeanourreef¢o in this Law shall not be instituted nor
conducted after the expiry of three years aftemtislemeanour was committed.

4. Protective measures

Article 299.

A broker, an investment advisor or an investmemagar who has committed a misdemeanour
referred to in the Article 297, paragraph 1 of ttésv may be sentenced to the protective measure of
revocation of his license to conduct transactioitk securities for a period of up to one year.I{2)

the person referred to in paragraph 1 of this Aatiepeats the misdemeanour referred to in Article
297 or commits it in order to realize a materiahgar if the misdemeanour committed has resulted i
material or immaterial damage to a stock exchanggmediary, or material damage to clients or
third parties, the offender shall be sentenceti¢aniandatory protective measure of revocation®f hi
license to conduct transactions with securitiegtierperiod of one year (3) A stock exchange
intermediary that has committed a misdemeanourrezfeo in Article 296 of this Law can be
sentenced to the protective measure of revocafitimredicense to conduct transactions with se@siti
for a period of up to one year. (4) If the stockleange intermediary referred to in paragraph Bisf t
Article repeats a misdemeanour or commits it ireotd realize material gain, or if the misdemeanour
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committed has resulted in material or immateriahdge to clients or third parties, the offenderlshal
be sentenced to the mandatory protective measusvotation of his license to conduct transactions
with securities for the period of one year.

XI TRANSITIONAL AND FINAL PROVISIONS

Article 300.

(1) Provisions of Articles from 13 to 41 of thiswahall not apply to shares issued in the
privatization process of state capital in entegsriand banks and in the process of re-organizafian
debtor in bankruptcy proceeding. (2) After impletiagion of privatization of state capital in
enterprises and banks, shares referred to in @goladr of this Article shall be considered shares
issued through public offer and are subject to d@npe of provisions of this Law. (3) If a jointosk
company that has more than 50 shareholder showdteeed in the court register after the issuance
of shares in the process of re-organization oftaaten bankruptcy proceeding, provisions of this
Law shall not apply to that joint stock company.

Article 301.

The Commission shall be obliged to harmonize agibliate, within the period of six months from the
day of this Law coming into effect, the followinggulations: a) Regulation on the Registry of Issuer
of Securities Maintained by the Securities Comrissif the Republic Srpska; b) Regulation on
Conditions and Procedures for Securities Issuar)deegulation on Conditions and Procedures on
Issuance of Operating License to Perform Secut@wvities; d) Regulation on Acquiring the
Vocation and Licensing of Brokers, Investment Maragnd Investment Advisors; e) Regulation on
Securities Trade; f) Regulation on Stock Exchamgerinediary Business Operation; g) Regulation
on capital adequacy, risk exposure, special reseand liquidity of a broker-dealer company; h)
Regulation on Supervision of Participants on theuiges Market; i) Regulation on Disclosure
Requirements of Issuers of Securities Subject i€lirade; j) Regulation on Disclosure
Requirements about Performing Securities ActivitigRegulation on Performance of Custodian
Activities; I) Regulation on Electronic ExchangeRisiness Messages; m) Statute of the Securities
Commission of the Republic Srpska; n) Rules of pdoces of the Securities Commission of the
Republic Srpska; 0) Code of Ethics of the Seciwi@emmission of the Republic Srpska; p) Decision
on charges.

Article 302.

(1) The Central Registry of Securities, a.d. Bdnjka shall be considered to have a license for
conducting activities under Article 189 paragraptf this Law.

(2) Banja Luka Stock Exchange a.d. Banja Luka aeddentral Registry of Securities, a.d. Banja
shall within nine months from the effective datdhlus Law bring their business 91 into conformity
with provisions of this Law and submit their harnsad general enactments to the Commission for
approval. (3) If legal entities referred to in pguaph 2 of this Article should fail to bring their
business into conformity with provisions of thisw.and submit their harmonised general acts to the
Commission for approval, their licence for condogtactivities shall cease to be valid after theirgxp
of the specified period. (4) The Central Registiystradjust the amount of capital in accordance with
the Article 195 of this Law, within three yearsrrdhe effective date of this Law.

Article 303.

(1) Stock exchange intermediary shall within ningnths from the date of entry into force of this
Law bring their business into conformity with theyisions of this Law and submit their harmonised
general enactments to the Commission for appré@plf stock exchange intermediary should fail to
bring their business into conformity with provisgaf this Law and should fail to submit their
harmonised general enactments to the Commissicapfanoval within cited period, the licence to
conduct transactions shall cease to be valid.

17t



Article 304.

On the date of entry into force of this Law, therlan Securities — updated text (“The Official
Gazette of the Republic Srpska, No 04/02) and #we &n the Central Registry of Securities (“The
Official Gazette of the Republic Srpska, No 24/98all cease to be valid

Article 305.

All procedures initiated prior to the date this Laeme into effect shall be completed pursuant to
provisions of the Law on Securities — updated (€ite Official Gazette of the Republic Srpska, No
04/02).

Article 306.

This Law comes into effect on the eight day opitblication in “The Official Gazette of the Republi
Srpska”, with that provisions of Articles 296 anféi72of this Law will commence to apply on 1st
September, 2006. Number: President of the Rep@&bfiska National Assembly Date, Igor Radidji
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ANNEX X. THE LAW ON SECURITIES (BR CKO DISTRICT)

Pursuant to Articles 23 and 62 of the Statute efBincko District of Bosnia and Herzegovina, the
Assembly of the Brcko District of Bosnia and Heraeiga at the 70th session, held on July 30, 2003,
adopted

|. GENERAL PROVISIONS
Purpose of the law

Article 1.

This Law shall regulate: issuance and trade inrgéesiin Brcko District of Boshia and Herzegovina
(hereinafter: the District), authority and respbilgies of participants in the securities market,
establishment and competence of the Securities Gssion of the District (hereinafter: the
Commission), protection of investors’ interestghie securities market, public character of aceiti
in trading securities and the Central Registry etBities of the District (hereinafter: the Central
Registry).

Definition of terms
Article 2.

*|ssuer* shall designate a legal person involved in isssiegurities for the purpose of raising
funds and which is responsible to security holdersulfiiment of all obligations incorporated e
security itself.

*Investor* shall designate a legal or natural person investivgjlable funds in purchase of
securities.

*Owner* shall designate a legal or natural person whoseemskip over securities is based on
the ownership right (owner) or a respective contf@ominee owner).

*Registered securities’shall designate securities which contain the nditie)(of their owner.
Transfer of the right to securities and exercisealdf rights incorporated in securities requires
obligatory and unconditional identification of thewner.

*Excerpt (hereinafter. the Certificate) from the Central Registry* shall designate a
document issued by the Central Registry to a regidt person or a proxy thereof, containing the
following information about the registered persomumber of his personal account, number of
securities from each class on the account as oftiraent of issuing the Certificate, information on
indebtedness as well as other information relevardecurities. The Certificate from the Central
Registry should contain remarks regarding all retstns or debits influencing securities for which
the Certificate is issued as well as regardinglitas recorded to the day of issuing the Ceréfe by
the Central Registry.

*Registered party*shall designate a securities owner entered in trar@l Registry.

*Holder of securities* shall designate a person that owns securitieshoagent that keeps
certain securities with him.

*Agent* shall designate an authorized participant in theusties market and a holder of
securities included in business transactions tligredormed on his own behalf or according to the
order of his clients (owners of securities or athapagent), provided that he himself is not theew
of the respective securities.

*Class of securities*shall designate the aggregate of all securitiemefissuer having the same
rights.

* Manipulation in securities markets* shall designate a process of creating a semblahce
active trade in the securities market, through Ipase or sale of securities or by use of other means
order to increase or decrease, support or degliieir market price (value).

*Trade in securities*shall designate transfer and registration of oslmierrights over securities
based on concluded transaction in purchase, satbaege, gifting, inheriting, lending, as well as
based on other civil and legal affairs.



*Authorized participants in the securitiesmarket* shall designate legal or natural persons
involved in one or more activities in the secustimarket that are stipulated by provisions of this
Law.

*Professional association of authorized pé#cipants in the securities market*shall designate
a voluntary professional association of authoripadicipants engaged in activities of the secigitie
market functioning in compliance with the law amslinternal rules and regulations (self-regulatory
body).

Definition of securities

Article 3.

Securities, in terms of this Law, shall designatndferable documents in dematerialized form —
electronic format, issued in series, based on wthiehowners acquire rights granted by issuers, in
accordance with the law and decision on issuanseafrities.

Securities, in narrower sense of this Law shallghege shares, bonds and other securities classifie
as securities by the Securities Commission

Essential elements of securities
Article 4.
Essential elements of securities shall be as faiow

1. identification of securities’ type;

2. identification of a class and serial number;

3. name (title), head office and address of the issdiesecurities and its identification in the
Central Registry of Issuers maintained by the Cossian;

4. nominal value;

5. identification that the security is titled to thedver;

6. information on purchaser of securities (hereinafifee owner of securities) such as the name
(title) and head office of a legal person or a hdime and single identification number of a
citizen, as well as, in the case of a foreign ratperson, the account number of the owner of
securities with the Central Registry;

7. issuer’'s liabilities as well as rights and respbitisies of securities owner including the
manner of their fulfillment;

8. place and date of issuance of securities;

9. names of persons authorized to represent issuers;

10. other elements stipulated by regulations of the @dsion.

Registration of securities

Article 5.

The issuer of securities issued in accordance pvitkisions of this Law shall register the secusitiie
the Central Registry.

Article 6.

Issuer of securities, as well as owners and holdfesecurities and other authorized participantshiéen
securities market shall have accounts with the iI@eRegistry that issues appropriate certificates t
all of them in accordance with the rules that ratpibusiness operations of the Central Registry.

Acquiring, transfer and limitation of rights stemming from securities

Article 7.

Rights and liabilities stemming from securitieslsba acquired and transferred by registratiorhi t
bearer’s account in the Central Registry.

Legal basis for acquiring and transfer of righemshing from securities shall include the following:
contract, decision on succession, court rulingemigion of other authorized body.

Limitation of rights over securities arises aftee tregistration in the Central Registry, in accama
with the decision on issuance of securities.

Issuers of securities and restriction of rights
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Article 8.

The issuer of securities may be the Brcko DiswifcBosnia and Herzegovina, an investment fund or
any other legal person established as a limitdxlitl,a company with head office in the District.

The decision on securities issuance shall noticestny party’s right to purchase securities, usles
that right is legally restricted by law, nor shaljive an advantage to any purchaser.

Exceptionally to the provisions of Paragraph 2hi$ tArticle, the owners of shares of the same issue
have shall have preemptive rights for shares ava issue, in accordance with provisions of the Law
on Enterprises.

Il. ISSUANCE OF SECURITIES

The issuance procedure
Article 9.
The securities issuance procedure shall includéotf@ving:
decision-making regarding the issuance;
submission of an issuance approval applicatiohécQommission;
contract arrangement between the issuer and theaC&egistry;
contract arrangement between the issuer and a bank, depositor, relevant to opening of a
temporary account for depositing payments arisiamfpurchase of securities;
publishing of a Prospectus and public invitatiom fegistration and payment regarding
securities, as well as publishing of results ofljgugale;
6. entering securities in the Central Registry of éssuwith the Commission and purchasers’
accounts with the Central Registry.
Closer terms on procedure of securities issue,rdbpg on the type of issue, securities and issuer,
shall be determined by regulations of the Commissio
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Decision on issuance
Article 10.
The decision on securities issuance shall conkedridllowing:
full name and address of the issuer,
identification and registration number of the isstom the Central Registry of Issuers
maintained by the Commission,
title of competent authority responsible for makandecision on issuance,
the adoption date of the decision on issuance,
identification of securities type and class,
serial number of the issue and total number oEdsecurities,
number and nominal value of securities,
rights incorporated in securities,
the manner of securities sale,
. indication of preemptive rights, if the issue casrsuch rights,
. opening and closing time for registration procedame list of locations where registration
and payments related to securities are taking place
. indication whether the issuer retained the rightetminate registration and payment related
to securities before the expiration of determineddiine,
13. full name and position of persons authorized by idsier to conduct the issuance of
securities,
14. other elements in accordance with the regulatiéiseoCommission.
The statute on founding a joint stock company slalthe same time, represent the decision on the
first issue of shares.
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Issuance approval

Article 11.

The issuer of securities shall submit an applicatior securities issuance approval to the
Commission.
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In addition to the application referred to in Paegad 1 of this Article, the submitter of the apption
shall submit the following:

decision on the issuance,

the Statute or contract on foundation,

court’s decision on registering the issuer in@oeirt Registry,

document on issuers’ registration in the Centraifey of Issuers with the Commission;
proposal of the Prospectus of Securities,

proof of payment of fee for issuance of securities.

In addltlon to the requirements referred to in Beaph 2 of this Article, the Commission may request
additional documents to be submitted.

G’S”PF*’!\’!—‘

The prospectus

Article 12.

The issuer shall prepare the Prospectus of Sexsiftiereinafter: the Prospectus) which must contain
sufficient information that enable an investor t@leate the condition of assets, liabilities, lassl
profit, overall financial position and issuer’s geective, as well as rights incorporated in se@srit
referred to in the Prospectus.

Article 13.
The Prospectus shall contain the following elements

1. relevant information on securities (e.g. categongdidation, total number and rights
incorporated in securities),

2. general information about the issuer (legal statwsnership structure, line of business,
business operation, assets, indebtedness and gndflbss),

3. information on all individuals authorized by theustr,

4. statement by the issuer’s responsible persons iclgithat the Prospectus contains accurate
and complete overview of assets and liabilitiesués’s business result and rights
incorporated in securities,

5. statement on investing that contains informationtia issuer's plans in perspective of
objectives and manner for usage of the capital kvhiitl be raised by selling securities,

6. place, method and time of registration and paymaatne, head office and address of
insurance company; if insured, name, head offiog @hdress of guarantor; if guaranteed,
preemptive right,

7. name, head office and address of the signatosygiifed,

8. indication of preemptive right, if such rights aentained in the issue.

Closer requirements regarding the form and contefitthe Prospectus shall be determined by
regulations of the Commission.

Article 14.

Provided that prior to the expiration of a deadlipe registration and payment of securities new
circumstances occur, or it is found that the infation published in the Prospectus is not complete
and accurate, the issuer shall publish a suppletoght Prospectus with corrections and additions,
the manner determined for publishing of the Progsec

In the case referred to in Paragraph 1 of thischatithe Commission shall set the deadline for
publishing the supplement to the Prospectus, robigethe Commission and bank, i.e. the depositary,
the investor's right to cancel the registratiore tights and deadlines for the reimbursement da pai
off assets.

Issuance without the Commission’s approval
Article 15.
As an exception from provisions of Article 11 ofisthLaw, securities issue can take place without
prior approval of the Commission provided that @@mmission has been informed on such issue
within eight (8) days from the day the decisionigsue was made, in the following cases:

1. if the issuer or guarantor is the District,
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2. in case of founding a joint stock company in acea® with the Law on Enterprises,

3. in case of issue of new shares of the joint stamipany established when the existing
shareholders — founders purchase the entire issue,

4. in case of issue of shares based on payment afedtiu,

5. based on conversion of reserves and retained pinft share capital in accordance with the
Law on Enterprises, and

6. in case of issue of new securities during mergeisidn, conversion and denomination.

Issue with the reduced prospectus
Article 16.
The Commission may give an approval to an issuéssioe securities with the reduced prospectus in
the following cases:
1. issuance of securities where total value of theeissoes not exceed 100,000 (one hundred
thousand) convertible marks (hereinafter: KM),
2. issuance of shares which are to be sold to a paectdetermined beforehand, or a group of
maximum 30 purchasers (sealed offer).
Details of the procedure, methods and approvahefigsue referred to in Paragraph 1 of this Article
as well as of the trade in these securities skeatldiermined by the Commission’s regulation.

Revision of documentation

Article 17.

If the issuer fails to submit the required docuraéoh in accordance with Article 11 of this Law
along with the application for approval of secestiissuance, the Commission shall immediately
provide the issuer with a written request to cdredcinsufficiencies within 15 days from the dafy o
receiving the Commission’s request.

In case the issuer fails to meet the deadlinenedeio in Paragraph 1 of this Article, the Comnussi
shall issue a decision to reject the applicatiomesmplete.

Approval and rejection of issuance

Article 18.

The Commission shall a decision to either approveject the application for approving the issuance
of securities, within 30 days after receiving tipplacation.

The decision referred to in Paragraph 1 of thischatshall be final.

Article 19.
The Commission shall reject the application forrapmg the issuance of securities in the following
cases:
1. ifit evaluates that the issuer is unable to sdhigeliabilities arising from securities
2. if the submitted documents and information are mmglete and inaccurate, or in disaccord
with the law.
3. the Commission may limit the volume of issue taubeertaken by an issuer in proportion to
the amount of share capital, as stipulated by raitdetermined by the Commission’s
regulation.

Public offer

Article 20.

The issuer shall publish the public offer in thenfoof an advertisement in two daily newspapers in
the District, which contains the wording of the $pyectus or information on where the Prospectus can
be collected or ordered.

Article 21.

The issuer may publish the Prospectus even edsliémot later than the day of publishing the publi
offer referred to in Article 20 of this Law for nestration and payment for securities.
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Article 22.

By issuing the decision on approval of securitesiance referred to in Article 20 of this Law, the
Commission shall confirm that the issuer has artextcordance with the provisions of this Law and
that the Prospectus contains all elements detedhipehe law and Commission’s regulations.

The issuer and its responsible persons shall beuatable for the accuracy and authenticity of
information published in the Prospectus.

Article 23.

Registration and payment of securities based otiqpolfer may last maximum ninety (90) days,

including the day of publishing. The Commission Ilemact a document to set the criteria for
extending the deadline referred to in this Artiddat the deadline shall not be extended for maaa th

thirty (30) days.

Article 24.

The public offer of securities may be closed befihre expiration of deadline for registration and
payment, provided that the total number of seasits registered and paid before the expiration of
the announced deadline, or the issuer has decdidesirhinate registration and payment of securities
in accordance with the provision of Article 10,ntd 3 of this Law.

The issuer shall submit the Commission its decisinrtermination of registration and payment of
securities and publish it in accordance with thevimion of Article 19, Paragraph 1 of this Law,
within eight (8) days from the day the decision weeade, and not later than three months from the
day of passing the Commission’s decision on appgpthe issuance.

The decision referred to in Paragraph 2 of thischetshall contain provisions on the manner and
deadline for the refund of collected payments, Whioay not exceed 10 days from the day of
adopting the decision referred to in ParagraphthisfArticle.

Article 25.

The bank, i.e. depositary which carries out regigin and payment of securities shall submit a
written report to the Commission and the issuertaioing information on the total number of paid
securities, not later than 10 days before the atipin of the registration deadline.

Initial public offer of shares in the first issuba#l be considered successful if all shares of the
approved issue have been registered and paid &wgadodthe provisions of the Law on Enterprises.
The public offer of shares in the following isswaxl issues of other securities shall be considered
successful if at least 70% of the total numberemfusities defined by decision on issuance has been
registered and paid within the deadline prescriheakticle 23 of this Law.

Article 26.

Based on the report of a bank, i.e. depositaryrmedeto in Article 25 of this Law, the Commission
shall issue a decision declaring the public oftebé either successful, in which case it determines
total number and amount of sold securities, or cesssful.

The Commission shall submit the decision refereethtParagraph 1 of this Article to the issuer and
the Central Registry, not later than 8 days uporiveng the report of the bank/depositary.

Based on decision of the Commission referred t&anagraph 1 of this Article, the issuer shall
publish a report on total amount and number ofstegéd and paid securities, where in the case of
unsuccessful issue it needs to include the infdomatn the manner and deadline for the refund of
collected payments, in accordance with the promigibArticle 20, Paragraph 1 of this Law, within 8
days from the day of receiving the Commission’sslen.

Details of the bank’s or depositary’s report, dasdl and other issues related to the completion of
securities issue shall be prescribed by the Coniom'ssregulation.

Article 27.

Unsold securities and securities offered in thelipudffer which has been declared unsuccessful do
not induce any legal consequences, nor can th@ychaled in any legal transactions.
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Article 28.
The issuance of bonds of the District shall beiedrout according to a special law.
The law referred to in Paragraph 1 of this Artishall be passed for each issue of bonds separately,
accordance with regulations of Bosnia and Herzegovi
Ill. AUTHORIZED PARTICIPANTS IN THE SECURITIES MARK ET

Article 29.

Authorized participants in the securities marketterms of this Law, shall designate legal or redtur
persons having special authorization to trade tumsies, i.e. an operating licence issued by the
Commission, under the terms and in the manner pbescby provisions of this Law and regulations
of the Commissions.

Article 30.
The overall trade in publicly issued securitieslisha carried out exclusively through authorized
participants in the securities market referrechtéiiticle 29 of this Law.

Transactions
Article 31.
Transactions regarding securities shall refer ¢ofdtlowing:
1. brokerage in purchase and sale of securities upprotder of a client (on one’s own behalf
and for someone else’s account) in exchange focdh@mission (brokerage transactions);
2. trade in securities on one’s own behalf and forowen account in order to make a price
difference (dealership transactions);
3. trading at the stock exchange on one’'s own behalf far one’s own account with an
obligation to purchase and sell securities at tiee@nnounced beforehand;
4. managing investment portfolio upon the order andtie account of a client, in exchange for
a commission (investment portfolio management aetmsns);
5. performing brokerage transactions in the issuanfc@esv securities (transactions of an
issuance agent);
6. acceptance of the entire new issue of securitiestie purpose further sale (takeover
transactions);
7. providing advisory services to clients in relattorsecurities transactions (investment adviser
transactions);
8. performing of depositing transactions;
9. performing of depositary transactions;
10. transactions related to registration of securities.

Article 32.

Transactions specified in Article 31, Paragraphtdms 1, 2, 3, 4, 5, 6 and 7 of this Law may be
carried out exclusively by legal persons authoribgdthe Commission, and which, based on the
operating licence issued by the Commission, aristexgd with the competent court to perform such
transactions.

Transactions specified in Article 31, Paragraplitedns 1, 4 and 7 of this Law, may also be carried
out by natural persons authorized by the Commisgind for which the Commission keeps a special
registry of those transactions.

A bank may perform transactions referred to in deti31, Paragraph 1, Iltems 1 through 9 of this
Law.

A company for the management of investment fundsiavestment funds may perform transactions
referred to in Article 31 of this Law in accordanegh authorizations, in the manner and under terms
set by a separate law and regulations of the Cosionis

The Central Registry shall perform transaction<iigel in Article 31, Paragraph 1, Items 8, 9 afd 1
of this Law, based on authorizations, in the manaed under terms set by this Law and
Commission’s regulations.
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Establishment

Article 33.

Companies performing securities transactions dhallestablished as joint stock companies with
headquarters in the District, Republika SrpskaherRederation of BiH, whose sole business can be
transactions listed under Article 32, Paragraplif this Law.

Companies performing securities transactions meyeienly registered shares.

Besides the companies established pursuant to @ptad of this Article, banks may perform
transactions referred to in Article 32, Paragrapdf ghis Law on condition that they have a separate
organizational unit registered for that purposeisemt of the Banking Agency and operating license
issued by the Commission.

In the operating license issued to legal perscefgrned to in Articles 1 - 3, the Commission shall
determine the volume of trading in particular sé@s, and through its regulation it shall defime i
more detail the terms of doing business as wahasequirements for granting an operating licence.

Original capital

Article 34.

Cash portion of the original capital of a comparerfprming securities transactions intended for

activities specified in Article 31, Paragraph Enits 1, 4, 5 and 7 of this Law must not be less than
100,000 KM.

Cash portion of the original capital of a compargrfprming securities transactions intended for

activities specified in Article 31, Paragraph Enits 2, 3 and 6 of this Law must not be less than
1,000,000 KM.

Article 35.
Company performing securities transactions thas da¢ meet the requirement regarding the amount
of cash portion of the original capital intended dativities specified in Article 31, Paragraphtgéms
5 and 6 of this Law, may, based on the contraahesigwith some other company performing
securities transactions, request to be issueceadec by the Commission for performing transactions
of the issuance agent for a specific issue of sesLr
The Commission shall issue the license referréd Raragraph 1 of this Article provided that:

1. contracted parties are both companies performiogriees transactions;

2. contracted parties meet the requirement regardiegcash portion of the original capital

intended for transactions referred to in Article Baragraph 1, Iltems 5 and 6 of this Law.

Ownership

Article 36.

The same legal or natural person, cannot, eithrecttly or indirectly, own shares of more than one
company dealing with securities transactions.

Companies performing securities transactions, dargither directly or indirectly, own shares of
other companies of the same kind.

Natural persons may be hired or be members of neeneigt or supervisory board of only one legal
person authorized for performing securities tratigas in Bosnia and Herzegovina.

Legal person authorized to perform securities @etsns cannot trade in securities with other
companies to which it is connected as a dependdrdroe enterprise, unless as an agent or a broker.
Companies performing securities transactions giegilarly submit information on the ownership
structure to the Commission within the period ofl&s from the day changes in the ownership
structure have occurred.

Licensing
Article 37.
In addition to the application for obtaining an ogggg license, companies performing securities
transactions shall provide the Commission withftilewing:
1. charter (contract) of foundation;
2. statute;
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3. job description and work plan for the next two ear
4. information on individuals having special auth@stiand responsibilities;
In addition to the application for obtaining the eogting license to perform securities

transactions banks shall provide the Commissioh thi¢ following:

1. charter of foundation;

2. decision on establishing an organizational unitpferforming securities transactions;

3. information on individuals granted special authesitand responsibilities;

4. the Banking Agency’s consent to the approval fdakdgshing the organizational unit for

performing securities transactions;

5. decision on registration of the bank’s organizaiamit with the court registry.
In addition to the application for obtaining thengmany’s operating license for performing securities
transactions, legal persons referred to in previpaiagraphs shall provide other information and
proofs about fulfilment of financial, personnelgheical, organizational and other requirementbget
the Commission depending on the type of transagtion which the operating license is being
requested.

Submission of information
Article 38.
Companies performing securities transactions swilinit the following to the Commission:
1. annual business report and financial statemenim@0 days upon their completion;
2. information regarding the fulfilment of prescribedquirements for performance of such
activities, at least twice a year;
3. all other information, data and reports in accoodawith regulations set by the Commission.
Banks with headquarters in the District shall sulihre reports and information referred to in the
previous paragraph for organizational units forfgrening of securities transactions.

Code of ethics

Article 39.

In their activities, companies performing secusitigansactions shall be led exclusively by the
interests of clients that have a priority over tlein interests.

Article 40.
Companies performing securities transactions stwllperform transactions that may destabilize the
market. This especially refers to:

1. providing the investors with false information regdjag the price of securities;

2. spreading false information in order to influenige price of securities;

3. handling securities without a written permissioriha client;

Bookkeeping

Article 41.

Companies performing securities transactions artloszed natural persons performing activities
specified in Article 29, Paragraph 1, Item 1 ofsthaw, shall keep a special book of orders which
contains the orders or their cancellation giventlby client regarding either purchase or sale of
securities.

Companies performing securities transactions aighorized natural person, upon the request of the
client, shall be obliged to issue an open exceguhfthe book of orders of all transactions concegni
client’s orders.

Article 42.

The contents of the book of orders referred to iiticke 41 of this Law, as well as the manner of its
maintenance shall be prescribed by the Commission.
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Obligation to inform the client

Article 43.

Company performing securities transactions, i.e. alathorized natural person shall immediately
inform the client about every transaction conductedn the clients order.

The client cannot wave the right granted by Pagggdaof this Article.

Client’s assets

Article 44.

Company performing securities transactions shapkhe monetary assets, provided by the client for
payment of securities, on separate account/s (ttdieaccount/s"), open with the authorized
institutions particularly for that purpose.

Assets from the Client’s account/s may be used fanlyhe payments corresponding client’s orders.
Assets on the client’s account/s are the propdrthi@client and not the property of the company fo
performing securities transactions. These ass$eth sot be part of the property of the company
performing securities transactions, neither wikythbe part of liquidation or bankruptcy estate, and
they cannot be used for the settlement of clidretslities.

Brokers

Article 45.

Brokers are natural persons authorized to perfeetarities transactions acting either as employées o
the company that performs securities transactiors éndependent tradesmen.

Requirements for obtaining an independent brokeesise shall be prescribed by the Commission.
The procedure and terms concerning the "broker&réxshall be determined by the Commission,
which shall also examine professional qualificasiamperforming securities transactions.

The Commission shall keep the register of authdrirekers.

Companies performing securities transactions mandwct activities specified in Article 29 of this
Law if they employ at least two authorized brokttrat have been entered in the register referréa to
Paragraph 4 of this Article.

Investment manager

Article 46.

The investment manager shall refer to a naturabgoerwho, based on the written agreement
concluded with the client, takes over client’s faliv of securities, entirely or in part, for thenpose

of managing and safekeeping, or managing alone.

Requirements for obtaining "the License for Perfiogninvestment Manager Transactions" shall be
prescribed by the Commission.

The Commission shall keep the register of indiviswauthorized to carry out investment manager
transactions.

Companies performing securities transactions magdect activities specified in Article 31,
Paragraph 1, Item 4 of this Law, if they employeaist two authorized investment managers that have
been entered in the Central Register referred Ranagraph 3 of this Article.

Investment advisor

Article 47.

The investment advisor shall refer to a naturab@eradvising on investment, purchase and sale of
securities, as well as on exercise of rights agifiom them.

Requirements for obtaining "the License for Perfogninvestment Advisor Transactions" shall be
prescribed by the Commission.

The Commission shall keep the register of individuguthorized to carry out investment advisor
transactions.

Companies performing securities transactions magdwct activities specified in Article 29,
Paragraph 1, Item 7 of this Law, if they employeatst two authorized investment advisors that have
been entered in the register referred to in PapagBeaof this Article.
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Commission’s authorizations

Article 48.

The Commission shall enact regulations determimingetail the activities of companies performing
securities transactions, brokers, investment masage investment advisors.

Through its regulations, the Commission shall aeiee the rules and procedures for the supervision
of business performance of authorized individuaferred to in Paragraph 1 of this Article, for the
issuance and revocation of licenses and autharimmtas well as undertaking of other necessarg step
for the protection of investors and routine operatf the securities market.

The Commission shall give consent to the articlaa@rporation and general enactments regulating
the work and performance of authorized legal anturah persons for performing securities
transactions and their associations involved iddraf securities, as well as amendments to those
enactments.

The Commission may enact regulations on compulpooyisions, which must be included in the
enactments referred to in Paragraph 3 of this Kertic

The Commission shall give consent to the appointroérirectors of legal persons referred to in
Paragraph 3 of this Article.

Article 49.

The Commission shall, at least twice a year, catly supervision over the business operations of
legal and natural persons referred to in Articleofighis Law.

The Commission shall, without any restrictions t® authority, review files, business records and
other documents of all authorized participanthmgecurities market.

Trade in securities

Article 50.

Trade in securities issued for sale through thdipwifer shall be conducted in an organized manner
in the stock exchanges in Bosnia and Herzegovidao#imer regulated public markets established for
the purpose of creating conditions for connectimgpsy and demand of securities.

IV SECURITIES COMMISSION

Article 51.

The Securities Commission of Brcko District of Ba@sand Herzegovina shall be established by this
Law as a permanent and independent legal persanhwhall regulate and control the issuance and
trade of securities. This Law shall determineilitides and authorizations of the Commission.

The head office of the Commission shall be in Brcko

The Commission shall have the seal containing ¢Hewing inscription: "Securities Commission of
Brcko District of Bosnia and Herzegovina”.

Article 52.

The Commission shall be responsible to the Disggsembly for performing its affairs set by the
law.

The Commission shall deliver an annual report ®Diistrict Assembly on its work and situation in
the securities market.

Article 53.

The Commission shall consist of the President, BePuesident and one other member, which shall
be appointed by the Assembly at the proposal thgolsproposal.

The mandate of the Commission members shall ba'sye

The same person may be more than once appointed fDommission.

When appointing new members of the Commission,eastl two members from the previous
composition shall be re-appointed.

The Assembly may appoint both, foreign and natiexglerts as members of the Commission.
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The Commission shall have an expert (technicalyvieer the organization of which shall be
determined by the Statute.

Article 54.
Candidates for the President, Deputy Presideninagmber of the Commission shall have university
qualifications in economics or law, as well as pags attributes required for the mentioned posgion

Article 55.
The President, Deputy President and member of ¢imen@ssion must not:

1. be in matrimony or related to each other;

2. be convicted of crimes the character of which @mgruous with the nature of professional
performance in the Commission;

3. discharge a duty in a political party or particgat political activities incongruous with the
nature of professional performance in the Commigsio

4. be members of legislative, executive or judiciathauty, supervisory board or managing
board of an enterprise, bank, investment fund mamagt company, investment or pension
fund, insurance company or company performing séesitransactions;

5. perform any other activity in exchange for finah@dampensation, except scientific, research
and lecturing activities;

6. hold, directly or indirectly, more than 5% of saties of an enterprise, bank, investment fund
management company, investment or pension fundranse company or any other company
performing securities transactions;

7. discharge activities or conduct affairs which aoatcary to the principles of protection of
investors’ interests and Commission’s independence.

Article 56.

The President, Deputy President and a member ofCtiramission, before appointed, must give
written consent evidencing their acceptance ofretfgosition.

The written consent of persons referred to in Ragagl of this Article shall represent a statenant
appointed person specifying non-existence of obetda terms of Article 77, Items 3 and 4 of this
Law.

The President, Deputy President and a member o€tdmmission may not represent any party in
legal proceedings before the Commission two yefées the end of their mandate.

Article 57.

The President, Deputy President and member of tman@ission, upon personal request, may be
relieved of duty prior to expiration of their manela

The President, Deputy President and a member ofé@memission may be relieved of duty prior to
expiration of their mandates if proven that thegrfprmance is not in compliance with the law and
Commission’s regulations.

At the same time of acquittal referred to in Paaps 1 and 2 of this Article, another person gheall
appointed to the position of the President, Defigsident or member of the Commission, in the
manner and according to the procedure prescribedigy.aw.

In the case specified in Paragraphs 1 and 2 oflifwg, another person shall be appointed for the
remaining period of predecessor’'s mandate.

Commission’s performance manner

Article 58.

The Commission shall pass the Statute for whichGlogernment of Brcko District shall give its
consent.

The Statute of the Commission shall specificalyutate the organization and performance manner of
the Commission, authority to represent the Commmissiights, liabilities and responsibilities of the
President, Deputy President and member of the Cesiom, rights, liabilities and responsibilities of
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employees in administrative and technical servitieancial plan as well as other issues relating to
Commission’s activities.

Article 59.

The Commission shall decide while in session.

The Commission shall decide effectively based ojoritg of the members’ votes.

Enactments passed by the Commission in the cotirsaforcing the laws shall be published in the
“Official Gazette of Brcko District Bosnia and Hegovina”.

Individual enactments of the Commission shall bélighed in accordance with the articles of
incorporation and regulations of the Commissioritemork.

Article 60.

Single administrative enactments of the Commisgiassed on the basis of legal authorization, shall
be final. Administrative litigation may be instiad to contest such enactments before a competent
court in accordance with the Law on Administratidsputes.

Article 61.
Commission’s work shall be managed by the PresideBeputy President.
The President of the Commission shall:
1. sign regulations and enactments which are unde€dmemission’s competence;
2. pass particular enactments relating to participanthe securities market;
3. defend and represent the Commission before othditutions and participants on the
securities market;
4. convene and preside the sessions of the Commission;
5. be responsible for implementation of the Commissiounles and regulations;
6. decide on employment and its termination, salaréesl execution of employees’
responsibilities in technical and administrativevaees.

Article 62.

The President, Deputy President and member of tmn@ssion, as well as employees in technical
and administrative services, shall safeguard, lagsiness secret, all information obtained durirgy th
performance of their activities.

Provisions of Article 55, Items 4, 5, 6 and 7 dkthaw shall apply to all employees in technicadl an
administrative services of the Commission.

Article 63.

The Commission may be a member and may participagetivities of domestic and international
organizations dealing with securities, unless tascontrary to the Constitution of BiH, the Statof
Brcko District and law.

Article 64.

The Commission shall be financed from the budgeacicordance with the financial plan approved by
the Mayor of Brcko District.

Revenues from compensations and fees, realizecttivit@s of the Commission, belong to the
budget.

Activities of the Commission may be financed froondtions of international governmental or non-
governmental organizations.

Commission’s authority
Article 65
The Commission shall be authorized to:
1. pass regulations on implementation of this Law ;
2. issue licenses and approvals, when authorizedigy #w;
3. supervise abidance by rules of routine trade aina@dmpetition in securities trade;
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4. supervise authorized participants on the securitiasket, issuers of securities, investment
funds, investment funds management companies @@ehtral Registry;

5. organize, take over and supervise measures aimedsating the protection of investors’

interests;

prescribe rules for trade in securities based ermptivileged information;

suspend the issuance and trade in particular siesuaind undertake other activities in case of

manipulations or speculations during the tradewben it estimates that these activities

endanger the interests of investors and the pulithat they are not in accordance with the

law and other regulations;

8. prescribe the documentation maintenance mannercéonpanies performing securities
transactions;

9. prescribe the obligatory contents of informationtte disclosed to all shareholders and
general public by persons authorized to distrilsgiurities by way of public offer;

10. monitor and study the situation and developmentthersecurities market;

11. implement the previous activities if legal provisgoand other regulations have been violated;

12. initiate an administrative lawsuit in order to pcit the investor;

13. provide information and spread knowledge on adétisiof the securities market;

14. cooperate with cognate organizations abroad,;

15. keep the records and registries in accordanceputhisions of this Law;

16. prescribe the amount of fee for services thatufatler its authority;

17. undertake other measures and carry out other tiesivin accordance with legal
authorizations.

No

Article 66.
For execution of authorizations and responsibditedetermined by provisions of this Law, the
Commission shall pass rules on Commission’s woekather general and special enactments.

Article 67.

Upon the request of the Commission the District @oment shall submit all information and
documents, and cooperate with the Commission ieratlay in performing its authorizations.

Natural and legal persons shall submit all infoioratand documents requested by the Commission
during the performance of its activities, in thermer and within the deadline determined by the
Commission.

V CENTRAL REGISTRY OF SECURITIES

1. General Provisions

Article 68.

The Central Registry of Securities shall be founddithin the Securities Commission of the Brcko
District of Bosnia and Herzegovina for the purposiesonducting activities prescribed by this Law.
The Central Registry shall perform its activitiesdar official title: “Securities Commission of the
Brcko District of Bosnia and Herzegovina, Centraégi®try of Securities, Brcko, Bosnia and
Herzegovina”.

The Central Registry shall have the stamp, comtgiriull title referred to in Paragraph 2 of this
Article.

2. Activities of the Central Registry
Article 69.
The Central Registry shall perform the followingities:

1. registration and keeping of securities, i.e. infation on securities, owner of securities and
all transactions having to do with transferring tivenership or other changes in the status of
securities, both materialised and dematerialised;

2. registration and keeping of information defining tbwnership or other rights incorporated in
securities;
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3. record-keeping of the Issuer accounts, i.e. aceowiitSecurity owners, and issuing of
certificates on status and changes in those acgount

4. transfers, depositing, balancing and clearing ds/ arising from transactions with
securities;

5. all other activities of the Central Registry, ddpms and clearance of securities prescribed by
the Commission.

3. Keeping of the Central Registry

Article 70.

Officer for Registration of Issued Securities slkaép the Central Registry, under supervision ef th
Commission.

Officer for Registration of Issued Securities shlappointed by the Commission.

VI PROTECTION OF INVESTOR'S INTRESTS AND TRANSPAREN CY OF WORK
1. Information publishing

Issuer’s responsibilities
Article 71.
The issuer of securities which are subject to pubhle shall publish information on securities,
financial and commercial status, i.e. businessaifmars in following forms:

1. semi-annual report on securities;

2. annual report;

3. report on significant events and activities inflaery financial and commercial operations of

the issuer;

4. prospectus for public offer;

5. reports on results of securities sale.
Reports referred to in Paragraph 1 of this Artidlgst be in accordance with requirements, thahis, i
the form determined by regulations of the Commissio
All issuers of securities shall publish, througle tinass media, reports on significant events, i.e.
activities influencing financial and commercial ogigons of the issuer and submit them to the
Commission, at the latest, within the period ofaysifrom the day of publishing in the mass media.
The procedures and forms of continuous publishingformation shall be determined by regulations
of the Commission.

Responsibilities of authorized participants in thesecurities market

Article 72.

Authorized participants in the securities marketlighublish information on transactions performed i
the following cases:

1. when the authorized participant in the securitieskeat , during the period of one quarter, has
performed transactions with the same type of sdesriof the same issuer and under
condition that the number of securities in thes@agactions is not less than 10% of the total
number of these securities; and

2. when authorized participant in the securities miaHes performed one-off transaction with
the same type of securities of the same issuerwmtr condition than the number of
securities in that transaction is not less thanod%he total number of securities.

Authorized participants in the securities markedlishublish precise information (e.g. the name of
authorized participant, type of securities andrthegistration number, issuer’'s name , price paglsi
security and number of securities involved in teanti®ns), not later than 5 days upon the expiration
of the corresponding quarter or a complete perfaoneaof certain one-off transaction by means of
informing of the Commission.

After the presentation of offer or publication afrphase, i.e. sale prices for securities, the aizib
participant shall publicly disclose the informatialieady published by the issuer of those secaritie
referred to in Article 71 of this Law or publishettsuch information is not available.
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Authorized participants in the securities marké@lsalso publish other information on their adiss
in the range and manner prescribed by this Lawragdlations of the Commission.

Responsibilities of securities owners
Article 73.
Owners of securities shall submit to the issueritifiemation on their ownership over securities of
the issuer in the following cases:
1. if the owner collects 5% or more than 5% of shavigls a voting right of the issuer;
2. if the owner’s portion of any type of shares of thsuer, where the owner has the voting
right, increases up to the level dividable by 5rdd% of that category of shares;
3. if the owner’s portion of shares, where the owres the voting right, decreases to the level
dividable by 5 over 5% of that category of shares;
In relation to securities referred to in Paragrdplof this Article, the owners shall publish the
following information:
name of the owner;
category and registration number of securities;
name of the issuer;
number of securities owned by the issuer; and
relevant share of securities which belong to thaewin relation to their total value.
The owners must publish precise information byfyimiy the Commission no later than 5 days upon
execution of certain activities (procedures), i@ tbrm and manner regulated by the Commission.

agbrwnhRE

Responsibilities of related parties
Article 74.
A related party is considered any party, which owternal information based on:

1. the membership in administrative and supervisodidxof the issuer;

2. the share in the issuer’s capital; or

3. the fact that related party is employed, profesaigrengaged, or performs certain activities

that enable the party to have an access to suatmafion.

Directors, members of administrative and superyismard, the owner of 10 % or more than 10% of
the issuer’s registered capital, must submit to Geenmission a report on the number of issuer’s
securities in their possession, all changes regardihe ownership of those securities, and all
transactions concerning the issuer’s securities.
Reports from Paragraphs 1 and 2 of this Articldldlesubmitted to the Commission, not later than
the 1¢" of the following month, after the month in whictanisaction was performed, and in the
manner and form prescribed by the Commission.

Restrictions on use of internal information

Article 75.

Internal information shall refer to very preciséoimmation, which are not to be disclosed and réder
one or more issuers of public securities or onmore public securities, and if published they could
have a significant influence on price of securijtibat is, securities in question.

Related party holding all relevant facts must rmise internal information by purchasing or selling
the issuer’s securities, to which internal inforimatrefers to, for one’s own or a third party’s agnot.
Related party must not reveal internal informationany other party in the position to use such
information for performance of transactions mergiim Paragraph 1 of this Article.

Each party that violates the requirements set fortthis Article, must compensate the damage to
every other party which, for those reasons, sufferéoss, including the lost profit.

The provisions of this Law shall also apply to eaelnty which, through a related party or in some
other way, obtains an internal information of tesuier in order to use them for performance of certa
transactions with the issuer’s securities.



Manipulations on the market
Article 76.
No party shall be allowed to make manipulationthasecurities market.
No party shall be allowed to sell or purchase tegésl securities or influence or try to influence
decisions of other parties regarding purchaseleradaegistered securities, by:
1. using false or ambiguous information such as presjiforecast, or other similar activities
directed to any other party;
2. distortion or concealment of important informatiatich a certain party knows or has to
know, and which refer to the issuer and issuertsisges.
Any party involved in manipulation in the securitimarket, including purchase or sale of securities
the manner specified in Paragraph 2 of this Articlast compensate the damage to every party which
suffered a loss, including the lost profit, with exception of situations when such party can prove
that the party asking for compensation due to lagas completely aware of the performed
manipulation.
Activities performed by authorized participant letsecurities market, specified in Paragraph 2 of
this Article, represent the basis for suspensiomegpcation of operating licence and initiation of
disciplinary measures prescribed by the Law, reaguia of the Commission and enactment of
professional organisations.

VI PENAL PROVISIONS

Offences

Article 77.

Fine for offence in the amount ranging from KM 1@0o KM 50,000 shall be pronounced to the
legal person which:

1. fails to submit correct and complete informatioanfr Article 4 of this Law to the Central
Registry;

2. restricts the purchase or disposal right of seegritontrary to the provisions of Article 8,
Paragraph 2 of this Law;

3. determines preemptive right on the purchase ofrgesicontrary to the provisions of Article
8, Paragraph 2 of this Law;

4. fails to submit to the Commission complete docuragon from Article 11 of this Law, with
attached approval request for the issuance;

5. publishes the Prospectus referred to in Articleot2its summarized version specified in
Article 16 of this Law, without the Commission’spapval;

6. issues securities without the Commission’s appros@écified in Article 18, Paragraph 1 of
this Law;

7. does not publish the Prospectus in accordance pvikisions from Articles 20-22 of this
Law;

8. fails to perform activities referred to in Articlel of this Law;

9. issues securities, based on summarized versidred®riospectus, contrary to the provisions of
Avrticle 16 of this Law;

10. fails to inform the Commission and the public osmension of public offer in accordance
with Article 24 of this Law;

11. fails to announce information on registration amyrmpent of securities in the manner and
within deadlines determined in Article 26, Paragr8pof this Law;

12. publicly trades in issued securities contrary ® phovisions of Article 30 of this Law;

13. performs activities regarding securities contraryhie provisions of Article 32 of this Law;

14. performs activities regarding securities contraoy prescribed conditions of performance
determined by the Commission, and contrary to tben@issions’ authority in Article 33,
Paragraph 4 of this Law;

15. performs activities regarding securities withouthauization of the Commission in Article
33, Paragraph 3 of this Law;
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16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31

32.

33.

34.

founds a company for trading in securities withpraviding a financial part of the original
capital contrary to the provisions of Article 34tbfs Law;

performs activities referred to in Article 35 ofighLaw without license issued by the
Commission referred to in Article 35, Paragrapif this Law;

owns shares in several securities’ companies agnti@ the provisions of Article 36,
Paragraphs 1 and 2 of this Law;

trades in securities with companies to which itelated as a dependent or a parent company
contrary to the provisions of Article 36, Paragrdpbf this Law ;

fails to submit to the Commission information oracbes in ownership structure contrary to
the provisions of Article 36, Paragraph 5 of thasal;

fails to submit to the Commission all required mmhation and proofs, with attached request
for issuing of an operating licence, contrary te finovisions of Article 37 of this Law;

fails to submit to the Commission all required mrepodata and information, contrary to the
provisions of Article 38 of this Law;

performs activities by not protecting the intereétthe client, contrary to the provision of
Avrticle 39 of this Law;

performs securities transactions which are a thi@ahe market stability, contrary to the
provisions of Article 40 of this Law;

fails to keep the order book, or does not keepéherd of the client’'s orders, contrary to the
provisions of Article 41 of this Law;

fails to inform the client on transactions perfoomeoon his order, contrary to the provisions
of Article 43 of this Law;

does not keep the client's monetary assets onaaepaccount or uses them contrary to the
provisions of Article 44 of this Law;

performs activities referred to in Article 31 ofighLaw and does not have at least two
employed authorized brokers, contrary to the promsof Article 45 of this Law;

performs activities referred to in Article 31, Rgnaph 1, Item 4 and 7 of this Law, and does
not have at least two employed investment managersdvisors, contrary to the provisions
of Articles 46 and 47 of this Law;

adopts the enactments referred to in Article 4&hisf Law and appoints the Director without
the approval of the Commission;

. trades in securities which are issued upon theipirlitation for sale outside of the Stock

Exchange or other organized public markets, copti@athe provisions of Article 50 of this
Law;

publishes business information contrary to Artigle, Paragraph 1 of this Law and the
Commission’s regulations;

fails to submit a report to the Commission withire tdeadline prescribed by Article 71,
Paragraph 3 of this Law;

securities’ owner that fails to act in accordandh vrticle 73 of this Law and related parties
that act contrary to Article 74 of this Law; (sic.)

For the offence referred to in Paragraph 1 of Alittcle, the responsible person within a legal pars
shall be fined from KM 1,000 to KM 5,000.

1. Criminal act

Article 78.

Issuer's responsible person, that is, responsilelsgm of another authorized participant in the
securities’ market and professional organizatios, veell as authorized natural person who
independently performs activities regarding semsgjtin the context of this Law, that prevents the
authorized person of the Commission or another ebemp authority for supervision and control from
reviewing the business records or other documesita|l be charged with the criminal act and
sentenced to imprisonment for the period of maxinuyears.

Article 79.
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Person which acquires internal information thahas available to all participants in the securities
market and effectuates illegal property relatedelfierby trading at the Stock Exchange or other
established public markets shall be charged withrainal act and sentenced to imprisonment for the
period from 3 months to 5 years.

Article 80.

Member of the Commission or a responsible persopl@rad with the Commission, who abuses its

position and information not available to othertiggpants in the securities market and thus engblin

a legal or natural person to acquire groundlespapty related benefit, or causes disturbancesen th
securities market, shall be charged with a crimawland sentenced to imprisonment for the period
from 3 months to 5 years.

VIII FINAL AND TRANSITIONAL PROVISIONS

Article 81.
Securities issued before this Law became effecthadl refer to securities issued by way of public
offer as stipulated by provisions of this Law.

Article 82.
Prior to this Law coming into effect, an issuerlstdeposit materialized securities in accordanceawi
the Article 5 of this Law, not later than one ya#ter this Law comes into effect.

Article 83.

Legal persons which, to the day of this Law coniimg effect, have performed activities relating to
securities shall harmonize their enactments, orgdion and business performance with provisions of
this Law within 1 year after this Law comes intdeet.

Article 84.

The Mayor of Brcko District shall propose the DigtrAssembly candidates for positions of the
President, Vice-President, and a member of the desiwn within 30 days after this Law comes into
effect.

Article 85.
The Commission shall submit the Statute and firdngian of the Commission for approval to the
Mayor of Brcko District within 30 days after the @mission’s appointment.

Article 86.
The Commission shall enact the Statute and othesterents, authorized to do so by this Law, within
3 months after this Law comes into effect.

Article 87.
This Law shall come into effect 8 days after it$lmhing in "The Official Gazette of the Brcko
District, Bosnia and Herzegovina".
Bosnia and Herzegovina
BRCKO DISTRICT
OF BOSNIA AND HERZEGOVINA
BRCKO DISTRICT ASSEMBLY

No. 0-02-022-261/03
Brcko, July 30, 2003 PRESIDENT

OF BRCKO DISTRICT ASSEMBLY

Mirsad Djapo, graduate lawyer
(duly signed and affixed by stamp)
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ANNEX XI. LAW ON BANKS (Federation of Bosnia and Herzegovina) (Unofficially
cleaned text)
(Official Gazette of the Federation of BiH, numb&9/98, 32/00,
48/01, 27/02, 41/02, 58/02, 13/03, 19/03 and 28/03)
| - GENERAL PROVISIONS
Article 1

This Law regulates the establishment, businessatipar governance, supervision and termination of
legal persons who engage in the business of recgivioney deposits and extending credits, as well
as other operations in accordance with this Lawefhafter: bank) in the Federation of Bosnia and
Herzegovina (hereinafter: the Federation).

A bank shall be established and perform businesgatipn as a joint stock company.
Article 2

No one shall engage in the business of receivingapaeposits and extending credits for its own
account in the Federation without a banking licessaeed by the Banking Agency of the Federation
of Bosnia and Herzegovina (hereinafter: the Agempoyyuant to this Law.

Micro-credits which are approved by the micro-ctedin-deposit and non-profit institutions are not
included in the loans from the paragraph 1 of friscle.

No one shall use the word "bank" or derivativeshaf word "bank" in respect to a business, product
or service without a banking license or authoraatissued by the Agency pursuant to this Law,
unless such usage is established or recognizeavbpi international agreement, or unless it shall b

clear from the context in which the word "bankuged that it does not concern banking activities.

No bank shall use any words in its name that, énapinion of the Agency, may mislead the public
because of association with any state, federahotonal institution.

Article 2a
Terms used in this Law have the following meanings:
Supplementary

Capital of a bank- amount of permanent preferred cumulative shareseral reserves for loan
losses for assets classified as good assets, sosiad debts up to 50% of
core capital, hybrid capital instruments up to 56f4core capital and such
other items as regulated by the Agency. Supplementpital cannot exceed
100% of core capital.

Capital of a bank - sum of core capital and supplementary capital.

Supervisory Board- body that is responsible for the supervisiorntha business operations of a
bank, along with other authorities as specified enndhis Law. The
Supervisory Board and its Chairman shall be dubcteld at the General
Meeting of Shareholders and must act in accordatitbethis Law.

Dormant Account-  an account where there has been no accounthadtigity, either deposit to
or withdrawal from the account by the accounthqlétara period of one year
from the date of the last accountholder activitgd an the case of Time
Deposits, one year beyond the maturity date.

Net Capital of a bank- sum of the bank’s core and supplementary cagéateased for deductible
items as defined and regulated by the Agency.

Core Capital of a bank- is composed of all cash and tangible assetsngfer all common
shares, preferred non-accumulative shares as weajkeneral legal reserves,
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retained profits and certain other reserves altegmilated by the Banking
Agency.

Related Banks— two or more Banks that share two or more of shme members of the
Supervisory Board, or common ownership by the sdegal entity or
individual of at least 10% of each of their outstiag Common Shares.

Related Entities- two or more legal entities and/or natural pessamo individually or jointly
have:

-direct or indirect control of a bank’s Supervis@@gard, Management, or a
Significant Ownership Interest, or

- by mutual agreement act in concert to create gnifsiant Ownership
Interest in order to affect the operations of akban

Preferred Shares- those shares that pay a fixed dividend whrehissued without voting rights
and are permanently outstanding unless convertedCdmmon Shares.
Preferred Shares may only be converted to CommameStupon the prior
approval by the Agency and the subsequent appioyahe shareholders.
Preferred shareholders have a claim to the asdssdaof common
shareholders in the event of liquidation.

Subsidiary - any legal entity for which a Bank holds the igglent of 50% or more of the total
voting shares, which permits the bank to exercismtrol over the
management and policies of that legal entity. & Subsidiary is a Bank, then
the Subsidiary Bank must independently meet allireqnents of this Law.

Paid in Share
Capital -  the amount of cash paid by the shareholderalf@ommon or Preferred Shares.

Managemern - Director, Deputy Director and Executive Dira appointed by the Supervisory
Board to direct the business operations of a bawknaust act in accordance
with this Law.

Participation

Interest -  any shareholder’'s ownership participation atemeined in a contract duly registered
with the relevant institutions that provide for twioution of money or other
property which represents a proportional interestmanaging rights and
rights to receive profit from that legal entity’perations.

Significant

Ownership Interest - any legal entity or natural person who owns asiel0% of the aggregate
voting rights of another legal entity or bank.

Article 3

The Agency will not issue a license to any legailspe who, designed to entice others to make
payments, in exchange for the chance to receiamdial or other gains resulting from a progressive
increase (geometric or otherwise) in the numbgreséons making such payments.

The Agency shall be empowered to start the proeedith the authorized court of seizing the assets,
books and records of any person who conduct operadgscribed in Paragraph 1 and to liquidate the
business of such person.

Article 4

Banks with headquarters outside the Federati@my be authorized by the Agency to establish
representative offices in the Federation.

The request for approval to open a representaffiemeeds to include the following:

197



information on the name, legal status and headeysaof the bank

the bank's Charter

information on the financial operations of the bank

document on the establishment of the representatiice

name and headquarters of the representative office

activities of the representative office

program of representative office's operations

information on the senior employees of the repriadme office

authorization of the person responsible for theividietls and representation of the
representative office

10. certified statement from the bank that confirms blaek's willingness to take over all the
liabilities resulting from the operation of the repentative office.

©CoNooOh~WONE

In the context of this Law, a representative offe@n organizational part of the bank where bagkin
business is not conducted. Presentations, cale@nd provision of data are the operations of a
representative office.

A decision regarding the issuance of authorizatamecording to the request from this Article
paragraph 2 the Agency shall issue in 60 days ff@day that the request was received.

Article 5

A bank with headquarters outside the Federatiofi beapermitted to receive money deposits and
extend credits for its own account in the Fedenativough a branch office authorized by the Agency
pursuant to Articles 36 and 37 of this Law.

In its request for issuance of authorization toropebranch office, the bank needs to provide a
certified statement that confirms the bank’s wiless to provide guarantees, with all of its adsets
the liabilities created in the operation of theldarranch office.

In the context of this Law, a bank’s branch offiea business unit of the bank with legal
authorizations, as defined in the bank’s charter.

Article 6

In order for the Agency to cooperate with the CalnBank of Bosnia and Herzegovina (hereinafter:
the Central Bank), and with other agencies resptsgor the licensing and supervision of banks,
with respect to the domestic activities of bankerised outside the Federation and the activities of
domestic banks outside the Federation, the Agehall be authorized to provide information to the
Central Bank and such other agencies responsibildidensing and supervision of banks with
headquarters outside the Federation.

Article 6a
Banks may be established by independent bank asigos as non-profit voluntary associations.

Bank association’s charter must ensure that baaksat sign any contract with other banks or
associations that limits the principle of the fremrket and transparent competition in banking
business.

Il - LICENSING AND AUTHORIZATION
Article 7

Banking licenses shall be applied for in writing tlee Agency by the founders and shall be
accompanied by the following information and docuatee

1. founding contract signed by all foundersftdv&Charter, and other
founding documents, as directgdhie Agency;
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2. the qualifications and experience of the Superyi Board and Management of the
proposed bank;
3. the amounts of capital stock and other formsamik capital;
4. a business plan for the proposed bank, settiriginder alia the types of activities
envisaged for and the structural organization effifoposed bank;
5. alist of owners of the bank.

Article 8

Within 60 days from the date of receipt of an aggtlon for a banking license, pursuant to Arti¢le
under this Law, the Agency shall finalize its demis

Objections to the Decision from Paragraph 1 of thiticle can be submitted to the Director of the
Agency within 8 days from the date when the Decisi@as made.

Article 9
The banking license is a condition for registnatid the Court Register.

The Agency shall grant a banking license if, anty @ an amount of the bank's capital stock from
Article 20 of this Law has been paid in and ifsitonfident that:

1. the bank will comply with the provisions of thisw and projections for the future
financial condition of the bank are documented;

2. the qualifications and experience of the Supgeryi Board and Management of the bank
will be appropriate for the banking activities thia¢ bank will be licensed to engage;

3 all holders of Significant Ownership Interesé arf sufficient financial capability, and
suitable business background,;

In the case of an applicant that is a legal enthg criteria of Paragraph 2, Items 2 and 3 of thi
Article shall also apply to any Management offi@ald persons with Significant Ownership Interest.

In the context of this law, members of the Sumam Board and Management are employees who
have special responsibilities and authorities toatance to the charter of the bank.

Article 10

Licenses concerning a founding of a subsidiaryaobank whose headquarters are outside the
Federation shall be granted only if that bank hasrking license issued by the institution thahis
charge of issuing licenses and supervision oftiaisk.

(Paragraph 2 was deleted).
Article 11

Banking licenses pursuant to Article 10 of thismshall be granted only following consultations on

the granting of a banking license between the Agema the authorities that supervise the banking
activities of the founder bank concerned, and dollpwing a finding by the Agency that the founder

bank is adequately supervised.

Article 12

The Agency shall also refuse both a banking licearss an authorization if the laws or regulations
referring to banks’ headquarters outside the Féidergprevent or make it difficult to exercise
effectively its supervisory functions.

The Agency shall require banks to provide it witte information required for monitoring of
compliance with the conditions referred to in Paaah 1 of this Article.

Article 13
A bank obtains the status of a legal entity upatnyeinto the Court Registry.
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An application for registration of a founding dktbank in court register shall be submitted witin
days starting from the date when the Agency isaugsnking license.

Organizational subsidiaries or branches of thekldzave to be entered into the Court Registry, in
accordance with the provisions on court registratibbusiness components of legal entities thaghav
authorities in the legal system.

Article 14
Banking licenses shall be granted for an indefipiriod of time and shall not be transferable.

The banking license of each bank shall specify ltheking activities that such bank shall be
authorized to engage in.

All banks licensed by the Agency shall be requitedmeet the membership criteria for deposit
insurance in order to maintain their banking lieens

Article 15

(Paragraph 1 was deleted).

Branches of foreign banks have the status of lexgtties and must obtain an authorization.
Article 16

A separate register shall be kept by the Agenclyitashall record for each registered bank the name
headquarter and branch office addresses and aplglid@cuments specified under Paragraph 2 of
Article 28 of this Law.

Entries and other information concerning formenksawhose banking licenses have been revoked
shall be removed from the separate register.

The Agency can publish data from the separatstergbf banks.
Article 17
The Agency can, by its decision, revoke a licesrsgn authorization in the following cases:

1. upon a request of the bank pursuant to Arfiglef this Law;

2. following an infraction pursuant to Article 5this Law;

3. following the report of a provisional admingtsr pursuant to Articl&8

Paragraph 2, Item 1 of this Law;

4. the license or the authorization has been wbthon the ground of false or fraudulent
statements or other material irregularities thatuo@d in connection with the license
application;

5. the bank has not submitted an application fgisteation in the court register within thirty
days after the date that the banking license tdfécte or has not begun to engage in
banking activities within 90 days after its regagiton in the court register, or has ceased
for more than 6 months to engage in the businessa#iving money deposits or other
repayable funds from the public or extending ceefiit its own account;

6. a merger, acquisition or division of the bank bacurred;

7. the bank no longer possesses the minimum anwucepital and reserves required by
regulation of the Agency; and

8. the owner or owners of the bank have decided toidate the bank, or the bank has
ceased to exist as a legal entity.

9. failure to meet membership for deposit insurance.

Objections to the Decision from Paragraph 1 o thiticle can be submitted to the Director of the
Agency within 8 days from the date when the Decisi@as made.

The decision from previous Paragraph of this Aetghall be communicated in writing by the Agency
to the bank concerned one day after the decisisrbban made.
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Article 18
A bank can request the Agency in writing to revikéanking license.

Within 60 days after its receipt of the requesinfrParagraph 1 of this Article, the Agency shall
decide on the request and inform the bank of itssttmn.

Objections to the Decision from Paragraph 2 o thiticle can be submitted to the Director of the
Agency within 8 days from the date when the Decisi@as made.

Article 19

The Agency's decision from Article 17 of this Lawtermines the date when the banking license or
the authorization will be revoked.

The decision to revoke a banking license or thbaization shall immediately be published in the
“Official Gazette of the Federation of Bosnia andrkegovina” and in one newspaper of general
circulation in the Federation and a newspaper abkilin the Republika Srpska and Brcko District.

The Agency must additionally inform the CentrahBaf Bosnia and Herzegovina and the Federation
Deposit Insurance Agency or its successor of atigrazdescribed in Article 17 of this Law.

Starting on the date that the revocation of a ankicense or an authorization takes effect, as
determined by the decision in Article 17 of thisw,athe former bank shall be prohibited from
engaging in any of the banking activities specifiedrticle 39 of this Law, and shall within 90 day
thereafter liquidate its assets, terminate itsemirdeposit agreements and discharge its lialsilitie

During conducting its affairs as described in Beaph 4 of this Article, the former bank shall
otherwise continue to be subject to the provisimithis Law as if it were licensed or authorized.
. Ill - CAPITAL AND OWNERSHIP OF A BANK

Article 20

The minimum amounts of share capital in cash efink and the lowest amount of net capital which
the bank must keep up shall not be less than thieagnt of 15.000.000 (fifteen million) Konvertél
Marks (hereinafter: KM).

No bank shall decrease its capital or deteriattaestructure of its capital by repurchasing shares
distributing reserve assets without prior writtemharization from the Agency.

Paid in Share Capital cannot be treated as suble funds originate from:

- loan funds granted by the bank into whose cagiglayment is being made;
- loan funds that another bank granted for some qtheyoses;

- loan funds, where the bank receiving capital isi@argntor.

If a connection is established between a loan aisés related entity and a loan granted and paymen
made to the bank’s Paid in Share Capital or ifraneation is made between a payment to the Paid in
Share Capital and a loan granted, then such a payméhe bank’s shareholders’ capital has no legal
effect whether payments were made on the samdaiffiesent day.

The Agency has a right to review cash flows in akhdoan user and its related entity. Also, the
Agency holds a discretionary right to decide whetb@&yments to the Paid in Share Capital were
performed in accordance with the Law and, in a edseaw violations, to deny such payment and
exclude them from the Paid in Share Capital.

Provisions of this article apply to branches o&fgn banks.
Article 21

No physical or legal person, alone or acting inagst with one or more other persons, may acquire
significant voting rights in a bank, or increase #mount of his ownership of the bank's voting ekar

201



or capital in such a way that the thresholds of 18%86, 50% and 66.7% are reached or exceeded
without obtaining the approval from the Agency.

To obtain authorization specified under Paragrapbf this Article, a person must submit to the
Agency a request and information specified underdgulations of the Agency.

No such gain or increase in significant votincghtggin the bank, as described in Paragraph 1 sf thi
Article, shall have legal effect without such authation issued by the Agency.

The Agency shall respond to the request specifisder Paragraph 2 of this Article within 60 days
when the request was received.

Neither a political party nor a related legal gntif a political party can be a bank shareholder.
Article 22
No bank shall, directly or indirectly, without priwritten authorization of the Agency:

1. hold a Significant Ownership Interest a legal entity or indirectly in a subsidiary thfat legal
entity that exceeds 5% of the bank’s Core Capibal,

2. hold the aggregate net value of all Participatiderests of the bank in other legal entities and i
subsidiaries of those legal entities to exceecdethévalent of 20% of the bank’s Core Capital.

A bank cannot directly or indirectly have a Papétion Interest in a legal entity that exceeds 5%
the bank’s Core Capital, and the Participation regein a non-financial entity the Participation
Interest cannot exceed 10% of its Core Capital caor the Participation Interest exceed 49% of
ownership of the non-financial legal entity.

Total amount of all Participation Interests of akén other legal entities may not exceed 50% f it
Core Capital, and total amount of all Participatloterests in other non-financial legal entitiesyma
not exceed 25% of the bank’s Core Capital.

Loans granted by the bank to legal entities thatlihnk has investments in shall be considered as
investments for the limitations under this Article.

Neither a bank nor a Subsidiary may invest in aggal entity that is primarily engaged in the

business of armaments, gambling, nor the sellingbasuming of alcohol on its premises, nor make a
donation or loan to any political party. In adalitj the Agency may, by regulation or decision,

determine additional restrictions in investmentsi@nations.

Article 23

The Agency may refuse authorization to acquiremarease an Ownership Interest in a bank upon any
of the following grounds:

1. bad financial condition of the applicant;

2. lack of competence, experience, or trustworthiésany of the applicants, such that the
interests of the bank or its depositors could Ipeatened:;

3. granting such authorization would lead to breathequirements of Article 40 of this
Law; or

4. the applicant submitted unreliable information nformation not complying with the
requirement®f Paragraph 1 to 3 of this Article or regulatidrtlee Agency, or refused to
submit information required by the Agency to maldeaision on the application.

Article 24

In the case of an applicant from Article 21, Peapb 2 of this Law that is a legal entity, the emit in
Article 23 of this law shall also apply to every mgement official or holder of significant voting
rights in this legal entity
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Article 25

The Agency, upon prior application and in writingiynallow that on these institutions requirements
and limits described in Articles 21-24 of this lamay not apply in the case of acquisition of non-
voting shares in a bank by official multilaterainding institutions or regional development
institutions.

Article 26

Status changes in a bank, mergers, acquisitiomévizons of a bank shall require the prior writte
authorization of the Agency.

To obtain authorization for a status change, teklmust submit to the Agency an analysis of the
economic justification and a plan of operation e tesulting bank or banks, in accordance with the
Agency’s regulations.

Status changes that would be inconsistent withptiogisions of Paragraphs 1 and 2 of this Article
shall not have any legal effect.

Article 27
The Agency may refuse authorization for the stahange of a bank on any of the following grounds:

1. any resulting bank would fail to meet the minimuapital requirement established by
the Agency;

2. lack of competence and experience of Supervisasrd® and Management of any
resulting bank, such that the interests of the lmarits depositors could be threatened,;

3. the applicant submitted unreliable information oformation not complying with the
requirements established by the Agency's regulatiorrefused to submit information
required by the Agency to make a decision on thiadion.

Where close links exist between the bank and atatiural or legal persons, the Agency shall grant
such authorization only if those links do not previhie effective exercise of its supervisory fuos.

Article 28

Bank’s charter must specify bank’s corporate name address; its purposes; the jurisdiction and
authority of its bodies, as well as the amounttsfshare and other kind of capital, the classes,
numbers and nominal values of its shares, and ttieg/rights attaching to its shares, process of
issuance of general acts and other significanttopresrelated to the bank's business.

The Bank shall submit to the Agency a duly cestifcopy of its charter, and a list of the officiafs
the bank who are currently authorized contractuallgbligate the bank, together with their specimen
signatures and a description of the limits of tlaeithority.

The Agency gives its approval to the bank's clnarte

llla - MANAGEMENT OF BANK

Article 29
Bodies of the bank are:
1. General Meeting of Shareholders;
2. Supervisory Board;
3. Management.
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1. General Meeting of Shareholders
Article 29a
The General Meeting of Shareholders of the bank Bea&omposed of shareholders.
The General Meeting of Shareholders shall norntzlyeld in the place of the bank’s headquarter.

The General Meeting of Shareholders shall be ctidiseits Chairman, who shall be elected at the
beginning of the General Meeting of Shareholdessisa.

Upon proposal of the Chairman, General Meetinghadr&holders shall appoint a person in charge of
the minutes, two shareholders who certify the ngawind appoint members of the General Meeting
of Shareholders Voting Committee.

Chairman and members of Supervisory Board, and resstif Management shall be present during
General Meeting of Shareholders session.

Members of Supervisory Board in a bank consistihfive shareholders or less are not obliged to be
present at General Meeting of Shareholders.

In a bank with a single shareholder the authoritiethe General Meeting will be carried out by the
shareholder.

Article 29b
A General Meeting of Shareholders shall be heldast once a year.

Supervisory Board, except for the cases otherwiseiged by this Law, shall convene General
Meeting of Shareholders.

Shareholder who was placed on the list of sharehnsldt the Registry 45 days before the date of the
General Meeting of Shareholders session shall hatgng rights in the General Meeting of
Shareholders.

Bank shall cover expenses of the General Meetirishafeholders session.

1.1 Convening the General Meeting of Shareholders
Article 29c

Notification of the agenda, place, date and timéhefGeneral Meeting of Shareholders session shall
be published in at least one of the daily newsmapablished within the Federation, no later than 30
days before the date determined for the GeneratiMeef Shareholders session.

If the General Meeting of Shareholders session w@s/ened out of headquarter of the bank,
notification provided by Paragraph 1 of this Aridhall within the same time period be sent to each
of the shareholders by registered mail, fax ortedeic mail, to the address from list of sharehmdde
provided by Article 29b, Paragraph 3 of this Law.

1.2 Convening an Emergency General Meeting of the Shanelders
Article 29d.

A majority of members of the Supervisory Board mate to hold an Emergency General Meeting of
the Shareholders and may vote to hold this Emegg&eneral Meeting of the Shareholders in less
than the 30 days required in Paragraph 1, Artiéle & this Law. However, every shareholder must
be notified of the emergency General Meeting of Stereholders, including its purpose and the
proposed Agenda in the manner provided in Artide.2 The Emergency General Meeting of the
Shareholders may only be held if shareholders hgldn aggregate total of 75% of the outstanding
shares are represented and are available to vatineF, any action taken at the Emergency General
Meeting of the Shareholders must be approved bythwads of the number of shares represented.
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1.3 Decision Making
Article 29e

Shareholder or group of shareholders with at [8%s0f the total number of shares with voting rights
shall have right to propose in writing amendmeatthe agenda and the proposal of the decisions of
the General Meeting of Shareholders no later thightedays from the day of publication of
notification provided by Article 29c, Paragraphfitds Law.

Supervisory Board shall publish notification on r&telders’ proposal provided by Paragraph 1 of
this Article in the same manner as notificationocomvening the General Meeting of Shareholders as
provided by Article 29c, Paragraph 1 of this Law.

Supervisory Board shall not publish the proposalioled by Paragraph 1 of this Article if proposal
is:

illegal or contrary to provisions of the charterbaink;

based on inaccurate and incomplete data or congaguich a data;

the same proposal was discussed at the GeneraingeétShareholders at least two times in

the last 5 years and was not supported by otheelsblaers with more than 5 % of the total

number of shares with voting rights;

4, person who gave proposal announced that he/shaatilbe present at the General Meeting
of Shareholders.

Costs of publication of individual proposals praidoy Paragraph 1 of this Article that containaip t

100 words shall be covered by bank, and for lopgeposals, by the person who gave the proposal.

Article 29f
Request for convening the General Meeting of Studdeins may be submitted by:

wnp e

1. shareholder or group of shareholders with more @ of the total number of shares with
voting rights;
2. two members of the Supervisory Board;

3. Audit Board.
Request for convening the General Meeting of Staddedns, with proposal on its agenda, shall be
submitted to the Supervisory Board in written form.

If Supervisory Board, within 45 days from the dde trequest was submitted, fails to publish
notification on convening the General Meeting ofaf@émolders session in a manner provided by
Article 29c of this Law, person who submitted resfus authorized directly to convene the General
Meeting of Shareholders session in the same mamukeshall inform the Agency about it in writing.

Persons provided by Paragraph 1 of this Article améhorized directly to convene the General
Meeting of Shareholders session in case if the aérdeeting of Shareholders had not been
convened six months after expiration of periodnfaking of annual report.

Article 29q.

General Meeting of Shareholders may make decisiahsif shareholders with more than 50% of the
shares with voting rights are represented in peosdghrough proxies.

If upon expiration of 60 minutes from the set timecommencement of the General Meeting of
Shareholders quorum is not reached for decisionimgagrovided by Paragraph 1 of this Article,
General Meeting of Shareholders shall be postpamadithe Supervisory Board shall not earlier than
15 and no later than 30 days from initially set dgte for convening it publish notification on
reconvening the General Meeting of Shareholders.

In case provided by Paragraph 2 of this Articlergooshall be made of one third of the shares with
voting rights.

Article 29h.

General Meeting of Shareholders of bank shall neatsions on:
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establishment of bank’s Core Capital throughiskaance or increase of Common Shares and the

issuance or increase of Preferred Shares.

increase and decrease of core capital;

annual financial report, with the reports ofegral auditor, Supervisory Board and Audit Board;

distribution of profit and payment of dividend;

manner of loss coverage;

consolidation with other enterprises and mermgfeother enterprises by the bank, except for

consolidation or merger of subsidiaries;

division and termination of the bank;

purchase, sale, exchange, leasing and othesattons with property, directly or through

subsidiaries within business year, in the exteat #xceeds one third of the bookkeeping value of

property of the bank;

9. sale and purchase of property with accountingevhetween 15% and 33% of the total existing
property of the bank, if such a transaction is praviously approved by unanimous decision of
Supervisory Board;

10. election and release of duty of the membe&ugfervisory Board on individual basis;

11. establishment, reorganization and liquidatiérswbsidiaries, and approval of their respective
charters;

12. compensations for the members of Supervisogr@and Audit Board,;

13. adoption, changes and amendments to the cheantkr

14. other issues important for business operatidheobank, in accordance with the Law and charter

of the bank.

ocourLN
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Article 29i
Shareholder shall have right, from the day of mation of notification on convening the General
Meeting of Shareholders in the bank premises, ¥@ewethe financial statement, with the reports of
external auditors, Supervisory Board and Audit Boas well as other documents that concerned
proposal of the decisions placed on the agendant@l Meeting of Shareholders.

Article 29j

General Meeting of Shareholders shall make de@digrmajority of shares with voting rights, except
for the issues specified under Article 29h, Panlgsa2, 6, and 13 under this Law (error made by the
legislator, instead of Paragraphs 2, 6 and 13ethleould stand Items 2, 6 and 3) on which decisions
are made by the two third majority of the represérghares with voting rights.

Regarding the reports provided under Article 29eml 3 of this Law, the General Meeting of
Shareholders shall give its decision no later giamonths from the end of business year.

Article 29k

Voting at the General Meeting of Shareholders shallconducted through ballot papers that shall
contain name or company name of the shareholdethendumber of votes on his/her disposal.

Voting shall be conducted by circling on the bajpaper responses “for” and “against” proposal of
the decision or the name of the candidate at #netieh of bodies of the bank.

The Voting Committee shall determine results ofngt

1.4 Decision Making Through Proxies
Article 29I.

Shareholders’ proxy shall have authorization fopresentation by shareholders, signed by a
shareholder — natural person or representativetheofshareholder-legal person. The signed proxy
must be certified.

Article 29m
Proxy shall deliver to the voting board a writterteorization for representation of the shareholders
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Voting Committee shall check validity of authoripet and identity of the proxy.

Avrticle 29n

If a shareholder or his proxy, within seven daysrfrthe day of General Meeting of Shareholders,
deliver certified statement of the shareholdershe Voting Committee, public document or other
verifiable evidence that denies validity of autkation to the Voting Committee, it shall declar¢es
based upon such authorization to be invalid anatinfthe Supervisory Board about it in writing.

Supervisory Board shall suspend enforcement ofdibeision, passing of which was decisively
influenced by invalid votes and it shall convene theneral Meeting of Shareholders for repeated
decision making on these issues no later than $6 filam the day of receipt of notification of the
Voting Committee on invalid votes.

15 Minutes of General Meeting of Shareholders
Article 290
Minutes shall be made of the work of the Generagfihg of Shareholders and it shall contain:
1. company name and address of the headquarter batiie
2. place and time of the General Meeting of Sharehslde
3. first name and family name of the Chairman, pelisocharge of minutes, persons in charge
of certification of minutes and members of votirgronittee;
4, agenda;
5. decisions;
6. data about voting;
7. objections of shareholders and members of SupewiBoard to the General Meeting of

Shareholders decisions.
Minutes shall be accompanied with proposals inimgitand the reports submitted to the General
Meeting of Shareholders.

Supervisory Board shall ensure that the minutesnbde no later than 30 days from the day of
convening the General Meeting of Shareholders.

Minutes shall be signed by chairman of the Genbtagting of Shareholders, person in charge of
minutes and the persons who certify the minutes.

Shareholder may request that the copy of minutescerpt from minutes be delivered to him for all
the General Meetings of Shareholders.

Article 29p

Bank shall maintain minutes of the General MeetafgShareholders for an indefinite period,
evidence on presence and voting of shareholdetifications and invitations for the General Meeting
of Shareholders.

Liquidator shall ensure maintenance of the documpntvided under Paragraph 1 of this Article at
least 10 years after the bank has ceased its apesat

1.6 Protection of Minority in Decision Making and
Contest of the General Meeting of Shamelders Decisions
Article 30

If the General Meeting of Shareholders rejects psapof shareholders with more than 20% of the
shareholders with voting rights for appointmentafexternal auditor for extraordinary examination
of all the issues relating to establishment andness operation of the bank within last five years,
external auditor shall be appointed by the Agency.

207



Decision of the General Meeting of Shareholderd sleanull and void if:

1. General Meeting of Shareholders was not convenadchiianner determined under Article 29c
of this Law;

2. was nhot entered into the minutes;

3. nullity is determined by a court decision.

Procedure to contest and annul the decision ofereeral Meeting of Shareholders, with the court at
which the bank was entered into court register, bwijnitiated by:

1. a shareholder representing minimum of 33% ownersinig who attended the General
Meeting of Shareholders, whose objection to thestmt was entered into the minutes, or
was not entered correctly;

2. a shareholder who was not present at the Generalihdeof Shareholders due to convening
the General Meeting of Shareholders contrary toptiowisions under the Article 29c of this
Law;

3. Supervisory Board and Management and each membelSugfervisory Board and

Management, if enforcement of the decision wouldstitute an economic offense or crime
or create damage to the bank.
Procedure provided under Paragraph 1 of this Artichy be initiated no later than 60 days from the
day of General Meeting of Shareholders.

According to the procedure provided under Paragdaphthis Article, bank shall be represented by
Director or other member of Management, upon aightion issued by Director.

If the claimant is a member of the Management, tsrdtl be represented by a person appointed by
Supervisory Board, and if the claimants are theeBtipory Board and Management or the members
thereof, the court shall appoint representative dank, if not appointed by General Meeting of
Shareholders.

2. Supervisory Board

Article 31

Supervisory Board shall be composed of a Chairnmahad least four members, with a maximum of
six members appointed and released of duty by #wefal Meeting of Shareholders, provided that
entire number of members of the Supervisory Bosuatld, including the Chairman.

Chairman and members of Supervisory Board shadippeinted simultaneously for the period of four
years.

The same person may be appointed as Chairman otbeneoi Supervisory Board several times
without limitations.

Chairman and members of Supervisory Board shaértiered into the register maintained with the
Agency.

Article 31a
Following persons may not be Chairman or memb&upfervisory Board:
1. person convicted of crime or economic offense withie economic and financial crime;
2. person who, pursuant to the court decision, wasiedeto conduct activities within
competence of Supervisory Board; and
3. person older than 70 years of age on the day dafiappent.
Article 31b

A shareholder or a group of shareholders with astl&% of the shares with voting rights may
nominate candidate for member of Supervisory Board.

Each proposal provided under Paragraph 1 of thiiglarshall be submitted in writing, no later than
eight days from the day of publication of notificat on convening the General Meeting of
Shareholders that has on its agenda issue of @lecfithe Chairman and members of Supervisory
Board.

20¢€



Each proposal provided under Paragraph 1 of thiglArthat was delivered to the Supervisory Board
before publication of notification under Article @®f this Law, shall also be delivered to the
shareholders, accompanied with other materials.

Candidates for Chairman and members of SuperviBogrd shall before voting give statement in
writing on their acceptance of nomination.

Article 31c

The chairman and members of Supervisory Board dlelélected by voting, in accordance with
Article 29j of this Law, provided that each shareleo may cast one vote for each share with voting
rights. Each shareholder with voting rights magtcl votes for one person or distribute theiregot
to more than one person.

Each shareholder shall receive a ballot that setsabthe top the number of votes entitled to be
exercised as set out in paragraph 1 of this Atticle

The candidate that wins greatest number of votell sa declared Chairman by the General Meeting
of Shareholders, while candidates with the secaadtgst number of votes shall be declared members
of Supervisory Board.

If they receive an equal number of votes, the Supery Board can select the Chairman from among
them.

Article 31d

Chairman and members of Supervisory Board sha#ranto employment contracts with the bank
that is subject to approval by the General Meetin§hareholders.

Each employment contract shall be signed on behalfbank by its Director, in accordance with
General Meeting of Shareholders approval.

Article 31e

Chairman and members of Supervisory Board in tret fnandate shall be elected at the founding
General Meeting of Shareholders in accordance pvithiisions of Articles 31b and 31c of this Law.

Article 31f

Director and members of Management of the bank nuybe appointed Chairman and member of
the Supervisory Board in that or any other banBasnia and Herzegovina.

Elected officials and all employees of the Statatjtlz, Canton and Municipal Governments and their
respective Institutions may not serve as membetiseoManagement of any bank while so employed.

Elected officials, Ministers and Deputy Ministerd &tate, Entity, Canton and Municipal
Governments and their respective Institutions matyserve as members of the Supervisory Board of
any bank while they are so employed and for a desfamne year thereafter.

All employees of the State, Entity, Canton and Mipdl Governments and their respective
Institutions who serve as members of a SuperviBargrd of any bank must recues themselves and
refrain from involvement in any discussions or demis within the government having to do with the
bank for which they are a member of the SuperviSward.

A person or a legal entity’s duly proxy cannot seag Chairman or member of a Supervisory Board
of more than one bank concurrently, unless thatgreor that legal entity owns more than 50% of
shares of each bank.

The same person may not be appointed simultane@lshirman or member of the Supervisory
Board in more than three banks.

Article 31g
A session of Supervisory Board shall be held wheseasary, and at least once a quarter.
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Chairman of Supervisory Board shall convene sessi@upervisory Board.

Chairman of Supervisory Board shall convene theigeaipon request of the Director of the bank or
two members of the Supervisory Board, no later thardays from the day of submission of the
request, otherwise person who submitted the recglest be authorized for convening the session.
However, provided that all members of the Superyiddoard are invited, and the invitation is
accompanied by an Agenda and material for each aertihe Agenda, a majority of members of the
Supervisory Board may convene an emergency segsibim three days of the vote to convene such
emergency session of the Supervisory Board. Allvigions of Article 31i apply to emergency
meetings of the Supervisory Board.

Article 31h

Written invitation for the session of SupervisorgeBd, in which place and date of session, timésof i
commencement and the agenda of session shall ivereel to the members of Supervisory Board no
later than 7 days before the date of holding ofsésion.

Invitation for session shall be accompanied byntlagerials for each of the items on the agenda.
Article 31i

In order to convene the session of the SuperviBoard, quorum of majority of the entire number of
members is required.

Supervisory Board shall issue its decisions by nitgjof votes of the entire number of members.

Chairman and member of Supervisory Board may ndoé wm the issues that relate to him/her
personally.

Persons who are not members of Supervisory Boagdheagresent at the session only based upon
written invitation by Chairman of the Supervisorgdsd.

Article 31]
Supervisory Board of the bank shall be competent to

1. supervise business operation of the bank;

2. supervise work of Management;

3. adopt report of Management on business operatiom ggmi-annual balance sheet, profit
and loss statement, annual balance sheet andahterd external audit reports;

4, submit an annual report to the General Meetinghafrénholders on business operation of the

bank, which shall include internal and external iueports, report on work of the

Supervisory Board and the board for revision, a as plan of business operation for the

following business year;

appoint Management of the bank;

appoint external auditor;

propose distribution and manner of use of profit exanner of loss coverage;

approve purchase, sale, exchange, leasing and otloperty transactions by property,

directly or through Subsidiaries during the busiggear to the extent ranging from 15% to

33% of the accounting value of the entire propeftthe bank;

9. ensure that appropriate internal controls for thekbare established and maintained,;

10. ensure that appropriate internal and external suadlé performed,;

11. establish provisions for loan losses to be expenssi@blish necessary reserves out of net
profit of the bank; and declare dividends;

12. appoint chairmen and members of the committee éonpensation and the committee for
appointment;

13. establish ad hoc commissions and determine theiposition and tasks;

14. convene the General Meeting of Shareholders;

15. approve issuance of new shares of the existirgs ¢gtathe amount up to one third of the sum
of nominal value of the existing shares and deteenaimount, time of sale and price of these
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shares, that may not be lesser than average maaket of the existing shares of the same
class in 30 consecutive days prior to the day ofsiten making;
16. approve internal acts, business and other polanesprocedures; and
17. decide on issues not specifically directed underltaw or its charter to some other decision
making body of the bank.
Article 31k

Chairman and members of Supervisory Board shaty aart their commitments and responsibilities
in accordance with the interests of the sharehslded bank and may not perform activity that would
compete with activities of the bank without advimed consent of other members of Supervisory
Board.

Chairman and members of Supervisory Board shalhygoposal of the emission of new or purchase
of its own shares of bank and other securities ano® all the important data relating to business
operation of the bank.

Chairman and member of Supervisory Board shallntepothe Supervisory Board on each personal
interest within the legal person, with which bamslor intends to enter into business relationship.

In case provided under Paragraph 3 of this ArtiCleairman and member of Supervisory Board may
not make decision on issues that concern relatbhank and other legal persons in which Chairman
and member of Supervisory Board shall have direatdirect financial interest.

Article 31 1.

If Chairman or a member of Supervisory Board actticoy to the provisions of the Article 31k of
this Law, bank shall have right to claim compersatf damage caused by that.

Bank may forfeit the claims provided under Paralgramf this Article upon expiration of three years
from the day of raising request for compensatibthe General Meeting of Shareholders consent to
resignation, provided that no objections of thershalders who possess at least 10% of the shares
with voting rights.

Article 31m

Chairman and members of Supervisory Board shakitieer individually or jointly and severally
liable for damages caused by failure to complyr@gular compliance with their duties.

Article 31n

Chairman and members of Supervisory Board shale hight to request all the data on business
operation and presence of the management membirs sessions of Supervisory Board.

Chairman and members of Supervisory Board shale hdght to attend the sessions of bank's
Management.

3. Management
Article 32
Management shall organize work and direct businpssation.

Management of the bank shall consist of Directad &xecutive Directors as well as the Deputy
Director who may be appointed at the discretiothefSupervisory Board.

Article 32a

Director shall preside over Management, directress operation, represent bank and be responsible
for legality of business operation.

The term in office for the Director shall be 4 ygawhich may be renewed without any limitation as
to the number of terms.

Position, authorities, responsibilities and rigbtgshe Director shall be regulated by contract leemw
Supervisory Board and Director.
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The Director cannot be appointed without the pajgproval of the Agency.
Article 32b

Deputy Director shall substitute for the Directardase of his/her absence, and if the bank has no
Deputy Director appointed, the Director shall auite in writing one of the Executive Directors to
substitute for him and determine his/her authaitie

Executive Directors shall organize work, repredegntk and shall be responsible for the legality of
business operation in businesses and their scdipeeddy written act of the Director.

Executive Directors shall be appointed and remobgdSupervisory Board upon proposal of the
Director, for the period for which Director was aged.

Salary and other material rights of the Executivee®or shall be regulated by contract between the
Director and Executive Director, upon prior appilasathe Supervisory Board.

Article 32¢

Director, Deputy Director and Executive Directoreak report to Supervisory Board each direct or
indirect interest within the legal person with whitank has or intends to enter into business
relationship.

In case provided under Paragraph 1 of this Artidliegctor, Deputy Director and Executive Director
may participate in such a business relation baped written consent of the Supervisory Board.

Article 32d

In any case when the Director is released of dwgigns, dies, or is ill or otherwise absent from
his/her duties without the prior approval of Supsswy Board for a period of more than thirty
consecutive calendar days, the Supervisory Boarst wanfirm the Deputy Director in this position
or appoint an interim Director to serve until sughe as the Supervisory Board appoints a new
Director.

The Interim Director may serve a maximum periodnafety days without having to obtain the
approval of the Agency.

Prior to the expiration of ninety days the SupemisBoard must either submit an application for
approval for Director of the bank to the Agencyaor application for extension for another ninety
days for approval for the Interim Director from tAgency. The Agency has 45 days to act on this
application. Thereafter if the application for extension for the Interim Director is not approvsd
the Agency or if no Director has been appointedthy Supervisory Board and approved by the
Agency, the Agency shall appoint a Provisional Adistrator.

Article 32e

Bank shall have its Secretary, appointed by SuperyiBoard, upon proposal of the Director of bank,
serve for the same period for which the Directa baen appointed.

Salary and other material rights of the Secrethall ©e regulated by contract between the secretary
and Supervisory Board, upon Director’s proposal.

Article 32f

Secretary is responsible for maintaining the regisf shareholders, register of minutes of General
Meeting of Shareholders and Supervisory Board aw®pikng documents determined by this Law and
charter of bank, except for financial reports.

Secretary shall be authorized for carrying out sleas of the General Meeting of Shareholders,
Supervisory Board and the Director.

Secretary shall be responsible for preparationesbisns and maintaining minutes of the General
Meeting of Shareholders and Supervisory Board.
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4, Audit Board

Article 329
Bank must establish an Audit Board appointed byShpervisory Board.

The Audit Board shall consist of five members apped for terms of four (4) years. Members may
be reappointed.

The Audit Board must have all oversight responisiedl for the conduct and employment of an
external audit firm to prepare the annual auditedrfcial statement.

The Audit Board will present the completed annuadited financial statement to the Supervisory
Board and to the General Meeting of Shareholders.

The Audit Board must also supervise all internaliactivities including the oversight of the anhua
balance sheet and auditing of financial businessatipn of bank upon request of shareholders with
at least 10% of the shares with voting rights, daliver a report on that to the General Meeting of
Shareholders and Supervisory Board, no later thgint days from the completion of auditing.

Article 32h

Chairman and members of Audit Board may not be ispgd from the group that includes the
Chairman or members of Supervisory Board and moisb@ members of Management or staff within
the bank, nor may he/she have direct or indirecarfcial interest in the bank, except for the
compensation based upon conduct of that function.

Compensation and other rights of the members ofAtidit Board shall be regulated by contract
based upon the decision of the General Meetindhafeéholders.

The Audit Board reports directly to the SupervisBoard.

. Avrticle 32i

The Audit Board is responsible for implementing ttiecisions of the General Meeting of the
shareholders concerning the selection and engageyhtre external auditor.

Article 32j

The Audit Board shall be authorized to request eaing the session of Supervisory Board and the
General Meeting of Shareholders when it consideas the shareholders interests are threatened or
when it determines irregularities in work of theaman or members of Supervisory Board, Director
or Executive Directors.

Article 32k

The Internal Auditor is responsible for identifyjngonitoring and assessing risks in the operatidns
a bank and determining whether the system of iatezontrol that is in place makes sure that those
risks are managed in the manner that the riskendigated in an acceptable measure.

In performing his/her responsibilities, the IntdrAaditor shall have authorities for unrestrictetta
unimpeded work and he/she is obliged to cooperdtetthe Audit Board of a bank.

The Internal Auditor reports directly to the Audibard. However, in cases of major unresolved
disputes, the Internal Auditor will notify the Supisory Board and the Supervisory Board must
resolve the dispute.

Supervisory Board appoints the Internal Auditor.

Salary and other material rights of the Internatidar shall be determined by the contract signed by
the Supervisory Board and the Internal Auditor.
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Article 33

The Director of a bank shall be responsible foe tlegality of the bank's operations and
implementation of the established business stratéfye bank.

The Chairman and all members of the Supervisoryddae Director, the Deputy Director and the
Executive Directors of the Loan Department of akbaannot be appointed without the previous
agreement of the Agency.

The bank's Director shall not be:

1. a member of the Supervisory Board of the same lmmkome other bank that is
registered in the Federation, except if that basekdlose relation with a bank of which he
is a Director.

2. person who had a position of a Director or of a de¢mirector of the Agency for past
two years, except if it has received previous apglrof the Management Board of the
Agency.

The bank's Director shall:

1. represents the bank and acts as its agent;

2. executes decisions of the General Meeting of Slddehs, the Audit Board and the
bank's Supervisory Board;

3. organizes and manages the bank's operations;

4. makes decision about all matters which are ndwénjurisdiction of the General Meeting
of Shareholders, the Audit Board or the Supervi®wosrd of a bank;

5. performs other functions in accordance with the, ldve bank's charter and its general
acts.

The Director may delegate part of his powers t@gh

Article 34

Individuals appointed as members of Management lmdirk cannot be older than 65 years old and
must meet all requirements set by the Agency’sletiguns and general acts of the bank.

Individuals appointed as Internal Auditor cannotélated by marriage or blood to the third degriee o
consanguinity to any member of the Supervisory BoManagement or any person who holds a
Significant Ownership Interest.

If the Agency rejected a request to approve arviddal, in accordance with Article 33 of the Law,
the bank cannot file another request for the agpwnt of that individual for the same position unti
the reasons stated in the Agency’s Decision orctieje of giving an Agreement are eliminated.

Article 34a

The Supervisory Board, Management and memberseafithmediate family who are living in the
same household, or have joint investments are eamhiredto file a signed disclosure statement,
within thirty calendar days of the Supervisory Bbar Management member concerned assuming
position.

This disclosure statement will describe all assatdyuding information on all of the investmentaya
loans or credits of over 20,000 KM, and informat@anlegal entities for which 5% or more of shares
or equities with voting rights is owned, as welleay other information required by the Agency.

The form of the Disclosure Statement will be progatéd by the Agency. Each person, who is
required to file a disclosure statement hereunaherst also file an annual update of this disclosure
statement with the Agency as of the first day aheealendar year.

Article 35

The Supervisory Board, Management, and all empgyas well as any person engaged to work in
the bank on any basis, shall be required to kesness secret, and not to use for personal gain or
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permit to be examined by others, any informaticat they obtained in the course of their services to
the bank, except to the Agency, which includes supers and auditors appointed by the Agency and
except to such other institutions as the Law gbraiVide.

Persons from Paragraph 1 of this Article shallréguired to keep business secrets even after the
completion of their engagement in the bank.

Article 36
Bank branches or subsidiaries cannot be estallistthout a written authorization of the Agency.

The Agency can reject the request of a bank tabésh a branch or representative office on the
following grounds:

1. the staff, premises and equipment of the proposéideodo not meet regulatory
requirements established by the Agency;

2. operations or financial condition of the appliclaink indicate that establishment of the
office would not be in the interest of its depossto

3. a bank whose headquarter is located outside theer&oh is not subject to
comprehensive regulation or supervision on a cases@d basis.

Article 37

Business and control of the bank's parts in Féiderand the bank with headquarters outside of the
Federation will be regulated by the Agency’s retjata

IV - OPERATIONAL REQUIREMENTS
Article 38

Bank is obliged to conduct its business operatiorsccordance with the Law, regulation issued by
the Agency, any conditions and restrictions attdche its banking license, and corresponding
business and accounting principles and standatdsndi@ed by a special law.

Bank shall continuously while conducting its besis operation maintain adequate capital, thasis it
solvency, and sufficient liquid resources, thaitsspayment and lending capability, and shall easur
that its assets are diversified.

In the context of this Law, diversification shaticlude the expansion of assets by investing and
lending funds to various different legal entities.

Article 39
Banks may only conduct the following activities:

receiving money deposits or other repayable funds;

making and purchasing of loans and financial legsin

issuing all forms of monetary guarantees;

participating, buying and selling for its own acnbwr for account of customers of
money market and capital market instruments;

providing payment system and money transfer sesyice

buying and selling foreign currencies;

issuing and managing payment instruments (includredit cards, travelers' and bankers'
checks);

8. safekeeping and managing of securities and otHeabkes;

9. providing financial management services;

10. purchase and sale of securities; and

11.anything that shall be incidental to the foregdimgn Item 1 to 10 of this Article.
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Article 40

Banks shall refrain from entering into transacsi@r engaging in practices of any kind that would
provide them a position of dominance on the finalneciarkets.

Article 40a

The Agency has the right to regulate fees that damiarge in cases of price fixing agreements or
other unfair business practices as defined by tjendy’s regulations.

Article 41

When prescribed by regulation of the Banking Agereach bank shall observe the maximum ratios
and risk exposures to be maintained by it concgritg balance sheet and off-balance sheet items,
assets and risk-weighted assets, capital andtstgte.

The bank shall ensure that at all times the valiéts share capital and net capital will be in
accordance with Article 20 of this law and shalldsgiivalent to not less than 12% of the total value
of its risk weighted assets, whereby not less ttidrof its capital shall consist of core capital.

The values of capital, share capital and risk meig assets shall be determined in accordance with
the regulation issued by the Banking Agency.

Article 42

Outstanding principal amount of all credit fronbank to a single borrower or a group of related
borrowers may not exceed the equivalent of 40%hefolank’s core capital. This limitation is subject
to the following further conditions and qualificatis:

1. the maximum amount of unsecured credit to alsibgrrower or a group of related
borrowers may not exceed the equivalent of 5% @bidink’s core capital;

2. any amount of credit to a single borrower ora@ug of related borrowers exceeding the
equivalent of 25% of the bank’s core capital mistfully secured by readily
marketable collateral whose good quality, as detechby reliable and continuously
available price quotations, exceeds the amoustici credit;

Large credit exposure means credit to a singleolaT or group of related borrowers amounting to
more than the equivalent of 15% of the bank’'s amgital. The bank’s total aggregate outstanding
principal amount of all large credit exposures may exceed the equivalent of 300% of the bank’s
core capital

Two or more borrowers shall be considered to tgreup of related borrowers” where their mutual
relationships make it likely that, exposure to thisup presents a unified exposure of the bank to
credit risk The Agency shall prescribe via reguatifurther conditions under which these
circumstances shall be deemed to exist.

Article 42a

If a bank receives payments of public revenue fuddposits, and performs payment transactions on
behalf of the budgets and non-budgetary fundshémik must either:

a) transfer 50% of those daily balances, in casktheaclose of each business day to a special
reserve account that each depository bank musdbliestaat the Central Bank of Bosnia and
Herzegovina under the Law on the Central Bank orid® and Herzegovina and regulations
passed based on the Law; or

b) fully collateralize the average daily balancéhwdither domestic or foreign securities held by
another third party bank acting as custodian. Tdoeantholder, the bank, and the third party
bank must enter into an agreement specifying tpe tf securities and that the securities
must be held in the name of, or for benefit of, #weountholder and providing that the
interest on the securities accrues to the bank. SErarities must be sufficient to provide
100% coverage of the average daily balances. Thgrites may be substituted and traded
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upon the agreement of the accountholder so lorigeasecurities continue to equal 100% of
the average daily balance. Upon default, or shadbkl bank be declared to be under
provisional administration or bankrupt, the sedesitwill belong to the accountholder.
Otherwise if the accountholder closes the accaurthe bank ceases to be a depository bank,
the securities will be transferred back to the bank

For the purpose of this Law “public revenue funds’e defined to be customs, taxes, fees,
contributions, donations and other revenues befango the State, Entities, Cantons, and their
respective ministries and institutions, as welmasicipalities.

Article 42b

A bank cannot hold from any one source, funds iraamount greater than 20% of its total daily
deposits.

Should a bank receive cash from any one sourcesttateds 20% of its total daily deposits then the
bank shall, by the next business day, maintairtdted excess amount in cash to the special reserve
account established at the Central Bank of Bosmid Herzegovina described in Article 42a,
Paragraph 1 Item a of this Law.

For the purpose of the previous Paragraph “onecedis defined to be one legal entity, one physical
person, or the total amount of all users of putd@icenue funds regardless of their level and number.

The bank is completely and independently respoadiblperform special oversight of its depositors,
especially those of public revenue funds.

Article 42¢

A bank is required to submit reports to the Ageanythe basis of the provisions of Articles 42a and
42b of the Law in the form, content and within titimaits as prescribed in a regulation promulgated
by the Agency.

Article 43
No bank shall without permission of the Agencyest more that 50% of its core capital in fixed
assets.

Article 43a

No bank shall deposit funds in a Related Bank okemi@ans to or invest in such bank that in
combination exceeds 25% of the bank’s Core Captafi0% of Core Capital in the case of all such
Related Banks.

Article 44

Banks shall keep on file the pertinent document®ach one of their transactions, in accordantie wi
law.

Article 45
Each bank shall regularly notify its customershaf terms and conditions associated with the deposi
made and credits received by them, including thmeiahrate of interest.
Article 45a

Bank is required to publish a notice listing all rB@ant Deposit Accounts in at least three daily
newspapers published in the Federation and at ¢gesin the Republika Srpska andBy District
every six months when deposit account becomes durdegosit account.

After a Dormant Deposit Account has been publishedeast twice by the bank as provided in
Paragraph 1 of this Article, thereafter the DormBeiposit Accounts and all records pertaining
thereto shall be transferred to the Ministry ofdfioe of the Federation of Bosnia and Herzegovina
(hereinafter: the Ministry).
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The funds shall be deposited into the budget ofFéderation of BiH pending proof of ownership by
an accountholder.

At any time thereafter the accountholder may sulpriiof of ownership of the Dormant Deposit
Account funds to the Ministry.

The Ministry shall review the evidence and if theoqd is satisfactory return the money to the
accountholder.

The Ministry shall issue regulations regarding ahares for claiming dormant accounts.

The Ministry is required to publish information all Dormant Accounts once a year in three daily
newspapers available in the Federation and at ¢teestaily newspaper in the Republika Srpska and
in Brcko District.

The Agency shall issue Regulations governing tloeuat of interest and limiting the service charges
that may be assessed on Dormant Deposit Accounts,such time as they are transferred to the
Ministry.

Once the dormant deposit accounts have been treesfehe accountholder is not entitled to be paid
any interest on this account.

Article 46

In conducting operations with persons related ®hhnk and in the name and in behalf of persons
related to the bank, bank cannot offer to that gensiore favorable conditions that to any other
person that is not related to the bank.

For the purposes of paragraph 1, persons relatibd toank are especially considered to be:

1. Chairman and members of the Supervisory Baasbers of the Management, members of the
Audit Board and members of their immediate familithim the third degree of consanguinity or

marriage, or persons who are living in the samesébold, or who have interconnected or joint
investments;

2. Individuals with Significant Ownership Interest the bank and members of their immediate
family within the third degree of consanguinity marriage, or persons who are living in the same
household, or who have interconnected or jointsowents;

3. Legal entities holding any common shares, prefieshares or any voting rights in the bank;
4. Legal entities in which the bank holds Sigrafit Ownership Interest;

5. Legal entities in which Significant Ownershiptdrest is held by same legal or natural person
holding Significant Ownership Interest in the bank;

6. Legal entities in which the holder of SignifitaDwnership Interest, a member of the Supervisory
Board or Management is one of the persons mentionddr items 1 through 5 of this paragraph;

7. Related Entities as defined in Article 1, Peapb 2 of this Law, and the Related Entities of all
Shareholders of the bank.

Bank cannot grant loans to its employees that ekdhe amount determined by the Agency’'s
regulations.

The Agency issues regulations ensuring implemennrtaif the limitations determined in provisions of
Paragraphs 1 to 3 of this Article.

Article 47

No bank shall acquire, convert or transfer, orisgrumental in the acquisition, conversion or tfans
of, money or other property if the bank knows on caasonably expect that the money or other
property are the proceeds of criminal activity sedi for the financing of any criminal activities.
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No bank shall engage in a transaction that the kaokvs or can reasonably expect will constitute a
money laundering offense as defined in Article 2haf Law on the Prevention of Money Laundering
in the Federation of BiH (Official Gazette of thBiH, number 8/00).

No bank shall convert or transfer, or be instrurakirt the acquisition, conversion or transfer of
money or other property that the bank knows orreasonably expect to be used in terrorist activity
or for the support of people engaged in or suppgrterrorism nor convert or transfer, nor be
instrumental in the acquisition, conversion or $fan of money or other property as aforesaid that t
bank knows or might reasonably be expected to kmoght be used by those individuals who, or
legal persons or bodies which, obstruct or threédeabstruct or pose a significant risk of actively
obstructing the implementation of the peace prqoaas&ho or which materially assist in, sponsor, or
provide financial or technological support for, goods and services in support of, such
obstructionism; or which are owned or controlled dwyact or purport to act directly or indirectiyrf

or on behalf of, any of the foregoing.

Each bank shall establish internal control and comioation procedures in order to detect and
prevent transactions involving criminal activitiespney laundering, or those supporting terrorism as
well as those supporting the obstruction of thecpearocess or materially assisting in the same
described in Paragraphs 1, 2 and 3 in this Article.

Each bank shall take reasonable measures to siisfiyas to the true identity of any person segki

to enter into a business relationship with it, @myg out a transaction or a series of transactatisit,

by requiring the applicant to produce an officiabdment establishing the true identity of the perso
(ID card, birth certificate, driver’s license, ppegt or other official means of identity) and, iase of

a legal entity certificate of incorporation. Eachnk shall take reasonable measures to establish
whether the person is acting on behalf of anotifiér.appears that the person is acting on behialf o
another person, the bank shall take reasonableumssai® establish the true identity of such person.

Each bank shall also take reasonable measuregiséy stself as to the true identity of any person
seeking to carry out a transaction where the am@muB0,000 KM or greater, notwithstanding the
number of transactions necessary to execute theacdon. The Supervisory Board, Management,
and all employees shall have a duty to automagigaiport promptly to the Financial Police or its
successor and the Federation Banking Agency aiaietions that are 30,000 KM or greater as well
as any other transactions or any other activitthefbank which he knows or can reasonably expect
will violate the provisions of Paragraphs 1, 23oof this Article and to provide such informatios a
the Financial Police or its successor or the Agesiwll request. Providing information pursuant to
this Article shall not be regarded as a disclosiiqgrofessional secrets.

The Director of the bank will block deposit accaumtr any other form of account and such other
property and assets of natural persons and legjtiesrupon presentation of a written or faxed orde
issued by the Financial Police or its successdgh@rAgency to do so. Failure to comply with such a
blocking order by the Director of the Bank, or hyyandividual on behalf of the Bank or by any
employee thereof, shall be treated for all purposeder Paragraph 1, Item 23 of Article 65 of the
said Law, as participation in a transaction cowttarthe provisions of the said Article 47, andiélg

65, and in addition article 66 thereof, shall fuligply thereto. Such failure is in turn to be tieelafor

all purposes of Article 67 thereof as a violatiomer the said Article 65.

Banks shall be required to forward to the FedematiBanking Agency all information related to
action taken pursuant to a blocking order, as vaslliall information related to attempted transacton
to and from blocked accounts, immediately uponipté@é such information.
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V - BOOKKEEPING, AUDIT AND EXAMINATION
Article 48

A bank and its subsidiaries shall maintain attafles accounts and records, and prepare annual
financial statements, adequate to reflect theipeeive operations and financial condition, in such
form and with such content that is in accordandé wie law, international accounting standards, and
regulations of the Agency.

The accounts, records and financial statemendshaink shall also reflect the operations and fiignc
condition of its subsidiaries both on an individaat on a consolidated basis.

Article 49

Banks and their subsidiaries shall each appoinindapendent external auditor acceptable to the
Agency who shall:

1. advise the bank on maintaining proper accountiistesys;

2. prepare an annual report together with an audihiopi as to whether the financial
statements present a full, accurate and fair viethe financial condition of the bank, in
accordance with the provisions of this Law and fatjons of the Agency; and

3. inform bank's Supervisory Board, Audit Board, Mamagnt and the Banking Agency
about any fraudulent act by an employee of the lmark subsidiary of the bank, and of
any irregularity or deficiency in the administratior operations of the bank or a
subsidiary of the bank, of which he has become evaad which should be expected to
result in a material loss for the bank or the dlibsy.

4. comment in the annual report to the bank’s SuperyisBoard, Audit Board,
Management, and the Agency on the effectivenediseointernal Auditor and the system
of internal controls.

Each bank shall promptly at the request of thenggeprovide to the Agency such information and
supplemental audit opinions about the banks and shbsidiaries that they audit, for the account of
such a bank

Article 50

Each bank shall, within 75 days after the enchefgreceding financial year, submit to the Agertsy i
financial statements and its external auditor'erefor the preceding financial year withthmonths
after the end of the preceding financial year.

Each bank shall publish the external auditor'srejm abbreviated form in one or more of the daily
newspapers in the Bosnia and Herzegovina withirddgs after receiving it. Each bank should
submit a copy of the abbreviated form of the exdbauditors report to the Agency.

In addition to publishing the audited annual repatthe end of each six months, the Bank is requir
to publish a non-audited semi annual report whicduides a balance sheet, including all off-balance
sheet items, an income statement and a cash flavesrgent, as well as information containing names
of members of the Supervisory Board and Managemeateach of the bank’s shareholders owning
5% or more of shares with voting rights.

The Bank is required to publish the report fromagaaph 3 of this Article within 30 days after the
expiration of the first six months period in onenoore local newspapers available throughout Bosnia

and Herzegovina and must continuously make copiakable to the clients at each location of teller
windows.

Article 51

The bank is obliged to prepare and submit to tigen&y reports concerning its administration and
operations, liquidity, solvency, and profitabilignd those of its subsidiaries, for an assessnigheo
financial condition of the bank and each of itssdilaries on an individual and a consolidated basis
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The reports shall be prepared in such form andldetd shall be submitted at such intervals asl shal
be prescribed by regulation of the Agency.

Every bank and each of its branches establishéuki®rcko District as well as any branch of a bank
headquarters outside the Federation shall be sutgjemil supervisory activities by the Agency, in
accordance with the Agency’s regulations.

Subject from Paragraph 2 of this Article shalindtdand cooperate fully with the examiners of the
Agency and the auditors appointed by the Agency.

VI - PROCESS OF BANKRUPTCY AND LIQUIDATION OF THE BNK
Article 52

The process of bankruptcy and liquidation of trenkbis conducted pursuant to the "Law on
Bankruptcy and Liquidation" (Official Gazette ofetlirederation of Bosnia and Herzegovina, number
23/98), unless differently determined by this Law.

1. PROVISIONAL ADMINISTRATION AND LIQUIDATION
Article 53
The Agency may appoint a Provisional Administrattien it assesses that:

1. there has been any violation of law, regulationdecision of the Agency, seriously
undermining the interests of the bank’s depositors;

2. the bank has been conducting unsafe or unsoundigeraa the operation of the bank,
which has caused or is likely to cause a substatgiarioration in the level of the bank’s
capital or financial condition, or other seriouskrito the interests of the bank’s
depositors;

3. the bank has violated provisions of Article 65 dist Law, and such violation is
continuing;

4. books, papers, records, or assets of the bank lheste concealed or withheld from the
Agency or any of its examiners or auditors;

5. arequest for a provisional administrator receifrech the Supervisory Board, the Audit
Board, Director, or the General Meeting of Sharébd of the bank provides adequate
justification for such action;

6. the capital of the bank is less than 50% of the capital required pursuant to Article 41,
Paragraph 2 of this Law;

7. the bank is not paying its financial obligationstlaesy fall due consistently for 15 days or
inconsistently for 30 days during a period of 4§gja

8. after the revoking of a banking license it is neeeg to have protection of depositors’
interests until the authorized court appoints baptay administrator.

Article 54

A bank shall be deemed to be insolvent when thendy, in its sole judgment, determines that the
value of its liabilities is greater than the vabféts assets.

In the process of solvency determination the valfithe assets and liabilities of a bank shall be
determined in accordance with valuation standarus @ocedures prescribed by regulation of the
Agency; and in determining the value of the asseid liabilities of a bank for a future date, the
reasonably anticipated future income and expengdbeobank until that date shall be taken into
account.

The Agency must revoke the license of any bankitidgems to be insolvent and initiate liquidation
process or file request to the authorized coustaa bankruptcy procedure.

The Agency'’s decision to revoke banking licenseanrRaragraph 3 shall be final.
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Article 55

The provisional administrator shall be appointgdvbitten order of the Agency giving the grounds on
which the appointment is based with reference ¢cafiplicable section of Article 53 of this Law.

Decision about appointment, release of duty ¢ereston of mandate of the provisional administrator
of the bank will be immediately submitted to theysional administrator and the bank for which the
provisional administrator has been appointed; ghblil in the Official Gazette of the Federation of
BiH; registered in the register of banks pursuanAtticle 16 of this Law, and registered in the iou
registry with the authorized court.

The Provisional Administrator will have absolutenmmity from and be protected against any
liability, personal and official, for action or ioon, or decision taken within the scope of dutss
the Provisional Administrator. The Provisional Adisirator may not be prosecuted in any court so
long as the Provisional Administrator is actingyood faith within the provisions of this Law.

Article 56

The provisional administrator shall have unret#dcaccess to the premises of the bank and any of i
offices and subsidiaries, and control over therfai@ assets, the offices, the books of account and
other records, and all other assets of the baxlyding its subsidiaries.

Immediately after being appointed or any of itsdtaries the Provisional Administrator is obliged
take certain measures to secure the assets arrdsexdahe bank in order to prevent their dissipati
by theft or other improper action.

In the implementation of the measures from thetherity, the Agency and the provisional
administrator are authorized to request assistiiooethe authorized institutions of internal afair
and other authorized institutions.

Article 57

The Provisional Administrator shall be responsiioleconserving the assets and assuming control of
the operation of the bank and making a determina®to whether to continue the operations of the
bank.

During the tenure of the Provisional Administratdra bank, the powers of the Supervisory Board,
Audit Board, Management, and shareholders of thek ia take decisions or actions shall be
suspended.

The Provisional Administrator shall have all themeos of such Supervisory Board, Audit Board,
Management, and shareholders, in accordance vatAgency’s decision on his/her appointment.

The Provisional Administrator may immediately suspehe powers of the bank representatives on
the Supervisory Board, Management and General kigefi Shareholders of the bank’s Subsidiaries
and in all of the bank’s Participation Interestsl @xercise directly or through appointees all pewer

of such representatives.

The provisional administrator is authorized to:

1. sell assets and purchase liabilities of the bankmay be necessary to conserve the
appropriate value of the bank or to protect thierests of the depositors and other
creditors of the bank;

2. cancel or unilaterally amend agreements the bamsk signed, including suspension of
interest accruals and change of interest rates,drd maturity dates and may offset loans
with deposits held by the same natural persongal lentity;

3. issue orders concerning dismissal, demotion or teamg removal from a position, or the
distribution of responsibilities between the barmgisployees;

4. suspend the acceptance of deposits by the bank;

5. sign any contracts and documents and accept tiabiln the name of the bank;
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6. lodge claims in the name and interests of the bam#,represent the interests of the bank in
court;
7. suspend the payment of any kind to members of thgeiSisory Board, Management,
Audit Board, and shareholders of the bank;
8. make the pay-out of deposits of natural depositorsuch depositors, within the funds
available and on a pro-rata basis if applicable.
Subject to the availability of reserves for pri@st from Items 1 and 2 of Article 63 of this Lawet
maximum amount to be paid out per natural depositail be the aggregate of all of his or her
deposits less any legal or contractual debt owetthéobank by the natural depositor or 5000 KM,
which ever is smaller.

The deposits shall exclude funds kept in any adcatnereby the account title is not transparenbas t
its ownership or any hon-nominative deposit or &skept in a bank's safe deposit box. Also excluded
shall be deposits, loans or any other transactorwhich the natural depositor has obtained rates,
whether preferential or otherwise, and/or any offre@ncial concession from the bank which may
have helped to aggravate the bank'’s financial tiomdi

The bank's Supervisory Board members, Managemhbatglsolders of at least 5% of the bank's
capital and persons responsible for carrying oa $tatutory audits of the bank's accounting
documents are not entitled to any pay-out.

The immediate family within the third degree of sanguinity or marriage of persons mentioned in
the previous sentence as well as third parties@ctn behalf of the same persons are also noteghtit
to any pay-out.

9. with the approval of the Agency, may make the paly-@f deposits of legal entities and
other depositors on a pro rata basis after payingserving funds for the higher priorities
and reserving funds for operation and expensesPrtnsional Administrator will comply
with other requirements in item 8 of this Article;

10. file a request with the Agency for issuing a demidio all banks in the Federation of BiH to
cease payments from accounts of defaulting debedréhe bank under provisional
administration and/or those debtors’ guarantorsthait Related Entities, which they have
in other banks, until those liabilities are fukil;

11. requiring that all transfers of common and preférsbares including the sale, assignment,
or pledge must have the prior written approval tbé Provisional Administrator and the
Agency.

The Agency is required to review and act within ddys in accordance with the Provisional
Administrator’s requests from Paragraph 5, Itenoflthis article.
The Agency’s decision in Paragraph 5, Item 10 if Article and in Paragraph 6 of this Article, @5 t
be implemented as the first priority claim befomy ather payment order and before any other
collection as determined by other laws.
The Provisional Administrator may delegate sombigsfauthority to others.
The Provisional Administrator is obliged to implem laws, regulations, and orders issued by the
Agency.

Article 58

Within 60 days of his appointment, unless thisiqeeis affirmatively extended by the Agency, the
provisional administrator shall present a writtepart to the Agency on the financial condition and
future prospects of the bank for which he has tegggointed. The provisional administrator shall
prepare pro forma balance sheets and shall docutmerissumptions on which his analysis is based,
including those with regard to interest rates, tasseovery rates, asset holding costs, and cornitnge
liabilities.

The provisional administrator shall propose in teport under Paragraph 1 of this Article one or
more of the following measures:
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1. a recommendation to revoke the banking licensdnefbiank and to liquidate the bank;
with an assessment of the amount of assets likelyetrealized in a liquidation of the
bank;

2. adetailed plan to restore the bank in complianite the requirements of the law and the
regulations of the Agency, including an increaséhe bank's capital to the minimum
level required by law or regulation within the tireet forth in the plan;

3. a detailed plan to sell the bank as a going conoero sell any part of the assets and
purchase liabilities of the bank; or

4. merger or acquisition of one bank with another bank

Article 59

Within thirty days of the receipt of the report ife provisional administrator, the Agency shall
revoke the banking license of the bank, unlessahert of the provisional administrator includegon
of the measures listed in Article 58, Paragrapltens 2 to 4 of this Law.

The Agency, taking into account the report of phevisional administrator and the need to proteet t
interests of the depositors and other creditoth®bank, determines if there are reasonable pttspe
that such plan can be successfully carried outiwitl2 months upon determination of the Agency
regarding the report of the provisional adminisirat

The Agency may change or amend the provisionalir@dirator's plan in any way it deems
appropriate, prior to or during the implementatidrthe plan.

If the Agency revokes banking license and issuessiba on liquidation of the bank, taking into
account the bank’s assets and liabilities, it nogygn its own evaluation:

1. Nominate Liquidation Administrator, in accordanci#hathe Article 61 of this Law, in
both cases when liabilities do not exceed assetsvduen liabilities exceed assets of the
bank, who will conduct liquidation of assets undee best circumstances he may
achieve with concurrence of the Agency and make pgaagments according to the
priority list defined in the Article 63 of this Lafvom the proceeds. As to the remaining
assets and liabilities that can not be liquidat@tiwa reasonable timeframe as assessed
by the Agency in its sole discretion, the Agencyyrapply for bankruptcy to the court
in charge; or

2. Immediately apply to the court in charge for baitey and appointment of bankruptcy
administration in the bank.

Notwithstanding anything to the contrary the Law on Compulsory Settlements,
Bankruptcy Procedures and Liquidation Procedurely, the Agency may apply for bankruptcy of a
bank.

Article 59a
All litigation against the bank will cease on tingiation of liquidation of the bank.
Article 60
The powers of a provisional administrator shatl epon:

1. the termination of his appointment by order of thgency; or the completion of his term
specified in the order of his appointment or in anger extending his term; or

2. the revocation of the banking license of the ban# the decision by the Agency to
order liquidation of the bank;

3. the appointment by the Agency of a liquidation adstrator for the bank;
4. decision on appointment of the bankruptcy admiatstrby the court in charge.
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Article 61

If the Agency, based on the provisional administta report, determines to sell, merge, or liqtéda
the bank, it may appoint a liquidation administratocarry out this task.

The Agency’s order appointing the liquidation adisirator shall be in writing, and shall be in
accordance with Paragraph 1 of this Article.

Liquidation administrator may be a person who meie requirements as to the professional
qualification, experience and trustworthiness deteed under this Law and regulations of the
Agency.

The Agency shall cause its order of appointmemtersion or termination of a liquidation
administrator to be published in the Official Gazeatf the Federation of Bosnia and Herzegovina,
and to be registered in the register of banks @untsto Article 16 of this Law, and to be distribdite

the appropriate court and the bank for which theitlation administrator was appointed.

From the moment of the appointment of the liquaatadministrator by the Agency, all powers,
authority, and ownership rights of members of thpeévisory Board, Management, Audit Board, and
shareholders of the bank are terminated.

Within 7 days after receiving the Decision on Apgoient, the liquidation administrator is required
to announce in at least three daily newspaperdadiaiin the Federation and at least one in the
Republika Srpska and one in the Brcko District acecthat all creditors are required to registeirth
claims against the bank with the liquidation adwstiitor within 60 days of the date of publicatidn o
this notice.

Within 30 days after the first publication, thedidation administrator is required to publish aoset
creditors’ notice in at least three daily newspapmrailable in the Federation and at least onéen t
Republika Srpska and one in Brcko District.

However, all creditors will still be required tdditheir claims against the bank with the liquidati
administrator 60 days from the date of the pullicaof the first notice.

The liquidation administrator shall act in accorcamvith law, regulations, and orders of the Agency.
He/she is responsible to the Agency for completibtasks.

The liquidation administrator will have immunityofn and be protected against any liability, personal
and official, for action or inaction, or decisioaken within the scope of duties as the liquidation
administrator. The liquidation administrator mayt i prosecuted in any court so long as the
liquidation administrator is acting in good faitlitiin the provisions of this Law.

The liquidation administrator of a bank, apartnfrthe authorities of the provisional administrator
under Article 57 of this Law, has the authority to:

1. sell all or substantially all, or any part, of th&sets and redeem liabilities of the bank,

2. merge the bank with another bank, or sell the hardn acquirer, subject to the approval
of the Agency;

3. liquidate the bank, and, in connection therewitgide the validity of, and pay, claims
against the bank.

Offsetting of claims against counterclaims of akbare only possible in accordance with the list of
priorities determined in Article 63 of this Law.

The procedures for determination of claims andhabal of assets and liabilities of a bank in
liquidation are determined by regulation of the Age

During the execution of the liquidation adminisbrés plan for sale or merger of the bank, the
liquidation administrator shall report to the Aggnw less frequently than quarterly on the progress
of the plan.
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At any time during the execution of the plan, &gency, after having received a written reporthaf t
liquidation administrator may abort the plan, reerdke license of the bank, and order the liquidatio
of the bank.

Article 62

If recommended by a provisional administratoriquidation administrator, the Agency may at any
time declare all or part of deposits and investméytthe public in the bank to be totally or pdltia
blocked.

The decision from Paragraph 1 of this Article nbaydeclared only to ensure the orderly development
or implementation of the provisional administrasomplan, or the functions of the liquidation
administrator, and when a blocking order is dedatee provisional administrator or receiver shall
take measures which, in the opinion of the Agemiyl, preserve the approximate value of these
deposits and investments in the bank.

Article 63
In the liquidation or bankruptcy, the following prities of claims shall be observed:

1. Debts of a bank that is being liquidated which Keslfrom borrowings to the bank, or other
obligations created during the provisional admmaisbn of a bank or liquidation pursuant to
this Law;

2. Claims by secured creditors, up to the value af gecurity;

3. Claims of the Federation Deposit Insurance Agerncigsoegal successor for reimbursement
of payments of deposits belonging to natural pessand legal entities up to a maximum as
set out in the Law on Deposit Insurance;

4. Deposits of natural persons and legal entitiesoug maximum per depositor as set out in the

Law on Deposit Insurance, which were not otherwpsed by the Federation Deposit

Insurance Agency or its legal successor under &afthis Law;

Other deposits, including deposits of natural pessabove the amount per depositor set forth

in the Deposit Insurance Law not already paid utigen 4 of this Article;

Dormant Deposit Accounts transferred to the Miwgistr

Claims by other creditors;

Claims by preferred shareholders;

Claims by common shareholders.

In the procedure from Paragraph 1 of this Artiglgyment of bank’s liabilities to the members of the

Supervisory Board, Management, members of the ABioliird, shareholders of at least 5% of voting

rights, Related Entities and Related Banks will duspended until all liabilities to other bank’s

creditors are fully fulfilled.

o

©Co~No

Third parties acting on behalf of natural personkegal entities mentioned in the previous paralgrap
as well as the immediate family within the thirdgtee of consanguinity or marriage of the same
natural persons are also not entitled to be paid alh liabilities to other bank’s creditors arelly
fulfilled.

Vla - LIABILITIES AND RESPONSIBLE PARTIES
Article 64

A provisional administrator or liquidation admitretor appointed by the Agency shall conduct the
sale or disposition of assets, liabilities, ane salmerger of a bank in a manner which will:

1. maximize the price of such sale or disposition,ststent with the goal of protection of
depositors and other creditors of the bank;

2. ensure fair competition among potential purchasemerger partners;

prohibit any kind of discrimination in the soliditan and consideration of offers; and
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4. ensure that the acquirer, merger partner, or comdbibank is majority owned and
controlled by private owners, unless, with the t@ntauthorization of the Agency, a state
owned bank which has a privatization plan approwedriting by the authorized state
entity; or a bank that is majority owned by a fgrestate or government.

Article 64a

A bank can be declared through court proceediagpansible individually or jointly with
other banks or business companies for the liadslitof a bank or business company, which is
insolvent or declared bankrupt, provided thereesidences that the banks and business companies
were placed under a situation of related management

A situation involving related management can tedulm agreements among the bank
and/or business companies or from their respebivaws or when the Supervisory Boards are made
up of a majority of the same persons, personseetlat the bank, as defined in Article 46 of thisv.a
Related Entities or the majority of the sharesheale by the same persons.

Article 64b
Bank Shareholder is responsible for bank obligatiam to the level of his share in the bank.

Exception of provision in Paragraph 1 is in caségmbank is in bankruptcy or is insolvent where
bank shareholders, members of its Management aper@sory Board, as well as other legal entities
and individuals (who had a direct or indirect ifiice to bank’s operations or control in the bank)
will bear responsibility, jointly or individuallyfor bank’s obligations with their entire property.
These cases include:

a) when a bank is used for fulfilling goals oppositegbals of the bank as determined by the
Law; or

b) when there was no difference between bank propsrty personal property of the above
listed persons; or

c) when bank operated with a purpose to commit frayadret its creditors or against interest of
the creditors; or

d) when a cause for bankruptcy or insolvency of thakb#& found in intentional poor
management or lack of attention in managing théban

VIl — PENALTY PROVISIONS
Article 65

A monetary fine of KM 1,000 to KM 10,000 shall begosed on the bank or another legal entity for a
violation, if it:

1. engages in receiving money deposits or extendieglitsr without the permission of the
Agency contrary to provisions in Article 2, Parggrd of this Law;

2. directly or indirectly engages in collecting depesis described in Article 3 of this Law;

3. uses words in its name that are contrary to prongsof Article 2, Paragraph 3 of this Law;

4. continues to conduct banking activities after @sling license has been revoked, contrary to
provisions in Article 19, Paragraph 3 of this Law;

5. does not discontinue its assets and pay its lissiliwithin the deadline established in the
decision to revoking of its license, in accordawith Article 19, Paragraph 3 of this Law;

6. does not collect paid in share capital and doesnmmantain net capital in accordance with
Article 20 of this Law;

7. does not comply to provisions on the limitationsoefnership structure from Article 21,
Paragraph 1 of this Law;



8. if a bank, without obtaining the approval of the edgy, makes an investment in
contravention of Article 20 of this Law;

9. without the prior consent of the Agency, engagesattivities concerning mergers,
acquisitions and divisions of the contrary to psisis in Article 26, Paragraph 1, and makes
changes and amendments to its charter, contrgoyotgsions in Article 28, Paragraph 3 of
this Law;

10. does not conduct its activities in accordance sointernal acts, contrary to provisions in
Article 28, of this Law;

11. does not submit the necessary documents for the@dygefiles, in accordance with Article
28, Paragraph 2 of this Law;

12. appoints the Chairman or members of the Supervi®ward, the Director and the
Management non conforming with provisions of Agi@3 of this Law;

13. if the Supervisory Board, the Management or memobgtiseir immediate family living in the
same household fail to submit signed disclosurestant in accordance with Article 34a of
this Law;

14. does not keep business secrets in accordancehgifrovision from Article 35 of this Law;

15. establish a bank branch or representative officédlation of Article 36 of this Law;

16. conducts business contrary to the provisions iickB8 of this Law;

17. conducts business contrary to the provisions fraticlkes 40 and 40a of this Law;

18. engages in transactions or participates in adwithat present unfair competition in the
financial market, contrary to the provisions iniéle 40 of this Law;

19. does not comply to limitations in business operatjas described in Articlekl-44 of this
Law;

20.does not maintain records and documentation ontréesactions in accordance with
provisions in Article 44 of this Law;

21. does not regularly inform its customers on the @tovk of its operations, in accordance with
Article 45 of this Law;

22. conducts transactions with related persons, contogprovisions in Article 46 of this Law;

23. participates in transactions contrary to provisiohArticle 47 of this Law;

24. does not appoint an independent external auditac@ordance with the provisions in Article
49 of this Law;

25. does not submit a financial report and the exteandlitor report to the Agency, or fails to
publish the financial information in accordancehwtrticles 50 and 50a of this Law;

26. does not cooperate with the Agency in the procégis bank examination in accordance with
the provisions in Article 51 of this Law.

For violations from Paragraph 1 of this Articleettime period for discovery of the violation is
limited to three years. After discovery of thelaiton, the time period for submission of the vimwa
to the Violation Committee is limited to one year.

For violations from Paragraph 1 of this Article,neonetary fine can be imposed that will be in
proportion to the level of created damage or ulegkttability, which cannot be greater than twenty
times the level of created damage or unsettleditiathat is the subject of the violation.

Upon a specific finding of willful misconduct, théolation Committee may determine that each day
the violation continues shall be considered todpagate offense.

For violations from Paragraph 1 of this Articlegthesponsible person and the person who actually
committed the violation in the bank, or anotherlegntity, will be charged with a monetary fine of
200 KM to 10, 000 KM.

However, upon a specific finding of willful miscomet, the Violation Committee may determine that
each day the violation continues shall be consitityde separate offense.

All monetary fines stipulated in this Article wille paid to the Federation budget.

Establishing of responsibility and pronouncing ofasures under this Law do not exclude
establishing of responsibility and pronouncing @&asures determined by other Laws.
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1. VIOLATION PROCEDURE
Article 66

The procedure is carried out by Violation Commit{ereinafter: the Committee) comprising of 3
members.

The Director of the Agency appoints the membershef Committee, as well as their deputies, in
accordance to the Law.

The committee carries out the procedure in accaelda the "Law on Violations" by which the
Federal regulations are confirmed (Official Gazettehe Federation of BiH, number 9/96) and in
accordance to this law

Article 67
The measures provided for in this Article shalldle¢éermined in each particular case by the Agency.

The Agency may take one of the following actioegeovided in this Article in regards to a bank or
any of its Supervisory Board or Management membemgployees, persons that have Significant
Ownership Interest, or any Related Entity thereof:

1) issue written warnings;

2) call the General Meeting of Shareholders of thekbanthe other owners of the bank to discuss
and to agree on remedial measures to be taken;

3) issue written orders:

a) requiring the bank to cease and desist from sumations of this Law and
regulations of the Agency, or to undertake remeaiisibn;

b) and imposing special prudential requirements thggrdrom those normally
applicable to such bank;

4) issue written orders containing prescriptions comiog the rate of interest, maturity or other
conditions applicable to any type or form of finargcextended or received (including deposits)
by the bank, or to contingent liabilities of thenka

5) issue written orders imposing monetary fines iroadance to this Law;

6) issue written orders suspending temporarily membetsank’'s Supervisory Board, Management
or employees from duties in the bank where:

a) the Agency determines that such persons have dbedhaine of the violations set
forth in Article 54 of this Law (the legislator’'srer, the correct wording in Article
65); or

b) such persons do not meet the requirements of quaidns, experience, or other
conditions established by regulation issued byAthency;

7) issue written orders prohibiting that one or moeespns with Significant Ownership Interest in
the bank from exercising voting rights, or requirthem to sell or otherwise dispose of all or any
part of their ownership rights in the bank in adasce with the Law and within a period
specified in the order, where:

a) the Agency determines that such persons have iobatiy or recklessly committed
one of the violations set forth in Article 54 ofighLaw (the legislator’s error, the
correct wording in Article 65 of the Law);

b) the Agency learns of facts that would warrant rafe$ an authorization to acquire or
increase the Significant Ownership Interest; or

c) the Significant Ownership Interest was acquiredirmreased without the prior
authorization of the Agency;

8) issue written orders attaching conditions to thekbay license of the bank to the extent required
to remedy such infraction;

9) with the agreement of the Supervisory Board, thensy may appoint an adviser for the bank
with the duties and responsibilities prescribedhgyAgency;

10) appoint an external auditor at the expense of #mk lto perform a financial or operational audit
under terms of reference provided by the Agency;
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11) appoint a provisional administration in accordawié provisions of this Law;

12) revoke the banking license of a bank.

In the event the Agency determines to take an ma@i out in Items 3, 9, 11, and 12 it shall also
notify the Federation Deposit Insurance Agencyt®ldgal successor.

In the case of Agency’s order for sale of all ortpm of common or preferred shares with voting
rights, the potential buyer must receive Agencypraval first.

If any person referred to in Paragraph 2 of thische is charged with any criminal offense withiret
Financial and Economic scope of crime, the Agenay rasue a written order temporarily suspending
such person from his or her position in the bamnki, & applicable, suspending the exercise of yptin
rights in the bank by such person, pending therahétation of the legal case.

If the person from the Paragraph above is condibielegally valid verdict, the Agency may issue a
written order removing such person from his orsition in the bank, and, if applicable, prohifugfi
the exercise of his or her voting rights in thelband requiring him or her to dispose of all or any
part of his or her ownership interest in the bank.

No prior notice or hearing is required for ordesaied under this Paragraph.

If any person referred to in Paragraph 2 of thische is charged by the Agency with violation of an
Order of the Agency or any part of Article 65 oéthaw, and that person’s actions pose a immediate
threat to the bank’s financial condition or to tefety of its financial operations, the Agency may
issue a written order immediately and temporanigpending that person from his or her duties and
responsibilities in the bank, and, if applicablesgending the exercise of voting rights in the bank

This temporary suspension may not exceed 45 daydin@ a final determination by the Violation
Committee.

No prior notice or hearing is required for writterders issued under this Paragraph.

No person may hold any position in, or participatany manner in the conduct of the activity ofy a
bank without the prior written approval of the Aggnif he or she is subject to an Order of the
Agency:

1. suspending or removing him/her from a bank;

2. prohibiting the exercise of his/her Significaivnership Interest in a bank, or requiring

him/her to dispose of a Significant Ownership lagtrin any bank due to an intentional or

reckless infraction; or

3. involving him/her in a criminal activity pursuaio Paragraph 3 of this Article.
The Order from Paragraph 5, Item 3 of this Articlay be issued against any person within five years
after such person ceases to be a member of then@qrg Board, Management, Audit Board,
shareholder, employee, or holder of Significant @wship Interest in a bank.

In the event that any person is required to setlispose of voting shares of a bank pursuant to an
order issued in accordance with this Article anésdnot do so within the prescribed period of time,

the Agency is authorized to sell such voting shatepublic auction, except in the case when the
license is revoked because of the lack of solverfitiie bank.

A complaint concerning any Decision of the Agetalen under this Article may be submitted to the
Director of the Agency within 8 days from the dafeeceipt of the decision.

However, any complaint submitted will not delag implementation of the Decision.

The measures provided in this Article shall n&ghude application of other civil penalties or driad
penalties as provided in other legislation in force

If a bank has been found to commit a violation undgicle 65 of the Law, and the Violation
Committee has issued a final order imposing mowefiaes, and the Violation Committee finds
second violation any time within the next six mantbr the same or similar conduct, the Violation
Committee must direct the Agency to proceed to @m@nt one or more of the actions from
Paragraph 2, Items 6, 7 and 8 of this Article.
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In the event a third violation is committed by ge@mne bank within 6 months of the second violation
as determined by the Violation Committee involvitige same or similar conduct, the Violation
Committee must direct the Agency to implement Paaly 2, item 12 of this Article.

VIl - TRANSITIONAL AND FINAL PROVISIONS
Article 68
Licensed banks must comply with Article 20 of thawv as of December 31, 2002.

The deadline defined by Paragraph 1 of this Artdtes not refer to the FBiH Investment Bank and
BOR Bank.

The banks specified under Paragraph 2 of this leriball be regulated by a separate regulation)(FIB
and separate deadline (BOR). These banks canteiveedeposits until they meet minimum capital
requirement.

Article 69

The Banking Agency shall harmonize its regulatiovith this Law within 4 months of this Law
entering into force.

Regulations from Paragraph 1 of this Article shHa#l published in the “Official Gazette of the
Federation of Bosnia and Herzegovina”.

Regulations that shall be passed by the Agencyupatdo this Law as well as Agency'’s activities in
implementation of its legally prescribed authost#hall be based on the basic principles for effect
bank supervision issued by the Basel Committe®&mnk Supervision.

Article 69a

Banks are required to adjust their business operatvith the provisions of this Law within 6 months
from the day this Law becomes effective, and remménts from Article 14, Paragraph 3, one year
from the effective date of the Law on the Depassturance of Bosnia and Herzegovina.

Article 70

On the date when this law enters into force thew'lon Banks" (Official Gazette of the Federation of
Bosnia and Herzegovina, number 2/95, 9/96 and 2%1@7onger exists, as well as the application of
other laws and regulations which have regulated mhaterial, and were applied in the Federation
region up to when this law entered into force.

Article 70a

Legislative Commission of the House of Peoples agdislative Commission of the House of
Representatives of the Parliament of the Feder&asmia and Herzegovina are authorized to prepare
a consolidated version of the Law on Banks.

Article 71

This Law comes into effect eight days after its lmalbion in “Official Gazette of the Federation of
Bosnia and Herzegovina”.

NOTE: Law on Changes and Amendments to the Law on d&ks as published in the Official
Gazette of the FBiH, number 41/02, dated of 23.0802., became effective on 24.08.2002.
Implementation of the 6 months deadline from Artick 69a of this Law shall start as of that date.

Law on Deposit Insurance in Banks of Bosnia and Heegovina as published in the Official
Gazette of BiH, number 20/02, became effective or108.2002. Implementation of the one year
deadline from Article 69a of this Law shall start & of that date.
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ANNEX XIl. LAW ON BANKS (Republika Srpska)

Based on Point 2 of the Amendment XL to the Coutin of Republika Srpska (“Official
Gazette of Republika Srpska” number 28/94) Idace

DECREE
ON PROCLAMATION OF THE LAW ON BANKS
OF REPUBLIKA SRPSKA

LAW ON BANKS

This is to proclaim the Law on Banks of Republikpska adopted on the Fifth Session of
the National Assembly of Republika Srpska on Apéiland 30, 2003.

Number: 01-020-329/03 President of
May 5, 2003 Ribjic
Banja Luka Dragan Cavi¢ [signed]

| - GENERAL PROVISIONS

Article 1
This Law regulates the establishment, businessatipar governance, supervision and termination of
legal persons who engage in the business of regeivioney deposits and extending credits, as well
as other operations in accordance with this Lawefhafter: bank) in the Republika Srpska.
The bank shall be founded as a shareholder company.

Terms used in this Law have the following meanings:
Core Capital - of a bank is composed of all cash and tangibletaiggeen for all common shares,
preferred non-accumulative shares as well as gelegia reserves, retained profits and certain rothe
reserves all as regulated by the Banking Agency.
Supplementary Capital of a Bank -amount of permanent preferred cumulative sharesergé
reserves for loan losses for assets classifiedoad gssets, subordinated debts up to 50% of core
capital, hybrid capital instruments up to 50% ofecoapital and such other items as regulated by the
Banking Agency. Supplementary capital cannot exdé&%o of core capital.
Capital - of a bank is the sum of core capital and suppiearg capital.
Net Capital - of a bank is the sum of the bank’s capital decitdse deductible items as defined
and regulated by the Agency.
Paid in Share Capital- the amount of cash paid by the shareholderslf&@anmon or Preferred
Shares.
Participation Interest - any shareholder’s ownership participation as detechin a contract duly
registered with the relevant institutions that pdevfor contribution of money or other property wihi
represents a proportional interest in managingtsigind rights to receive profit from that legal
entity’s operations.
Significant Ownership Interest - is any legal entity or natural person who ownseast 10% of
the aggregate voting rights of another legal emtitipank.
Preferred Shares- those shares that pay a fixed dividend which aseeid without voting rights
unless converted to Common Shares. Preferred Shaagsonly be converted to Common Shares
upon the prior approval by the Agency and the sybset approval by the shareholders. Preferred
shareholders have a claim to the assets aheadnohao shareholders in the event of liquidation.
Supervisory Board - body that is responsible for the supervision of bsiness operations of a
bank. The Supervisory Board and its Chairman shellduly elected at the General Meeting of
Shareholders and must act in accordance with s L
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Managemert - is composed of Director, Deputy Director and ExeeuDirectors appointed by the
Supervisory Board to direct the business operatidres bank and must act in accordance with this
Law.

Related Banks- two or more Banks that share two or more of theesamambers of the Supervisory
Board, or common ownership by the same legal entitindividual of at least 10% of each of their
outstanding Common Shares.

Related Entities - two or more legal entities and/or natural persom® individually or jointly
have:

-direct or indirect control of a bank’s Supervis@®@gard, Management, or a Significant Ownership
Interest, or

- by mutual agreement act in concert to creategaifiiant Ownership Interest in order to affect the
operations of a bank.

Subsidiary - any legal entity for which a Bank holds 50% or mofehe total voting shares, which
permits the bank to exercise control over the mememnt and policies of that legal entity. If the
Subsidiary is a Bank, then the Subsidiary Bank rmggpendently meet all requirements of this Law.
Dormant Account - an account where there has been no accountholtigtya®ither deposit to or
withdrawal from the account by the accountholder,d period of one year from the date of the last
accountholder activity, and in the case of Time @3, one year beyond the maturity date.

Il - ELEMENTARY PROVISIONS

Article 2
No one shall engage in the business of receivingapaeposits and extending credits for its own
account in the Republika Srpska without a bankingnke issued by the Banking Agency of the
Republika Srpska (hereinafter: Agency) pursuaihitLaw.
Under loans from the paragraph 1 above, no micedits extended by micro-crediting, nondeposit,
and non-profit institutions are taken into consadiem.
No one shall use the word "bank" or derivativeshef word "bank" in respect of a business, product
or service without a banking license or authoraatissued by the Agency pursuant to this Law,
unless such usage is established or recognizedspgaal Law or International Agreement, or unless
it shall be clear from the context in which the @dbank" is used that it does not concern banking
activities.
No bank shall use any words in its name that, éxapinion of the Agency, may mislead the public
because of association with any institution of Republika Srpska or the State of Bosnia and
Herzegovina.

Article 3
The Agency will not issue a license to any legalspe who, designed to entice others to make
payments, in exchange for the chance to receiamdil or other gains resulting from a progressive
increase (geometric or otherwise) in the numbegresons making such payments
The Agency shall be empowered to start the proeedith the authorized court of seizing the assets,
books and records of any person who conduct operadgscribed in Paragraph 1 and to liquidate the
business of such person.

Article 4
Domestic and foreign legal entities and individuabsy found a bank.
A bank may be founded by at least two (2) founders.

Article 5
Bank with headquarters outside the Republika Srpakidn the Agency’s approval, may establish
representative offices in the Republika Srpska.
The request for approval to open a representaffiemeeds to include the following:
1. information on the name, legal status and headeps of the bank
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. the bank's Charter

. information on the financial operations of ttenk

. document on the establishment of the represeataffice

. hame and headquarters of the representativeeoffi

. activities of the representative office

. program of representative office's operations

. information on the senior employees of the regméative office

9.authorization of the person responsible for tbtvities and representation of the representative
office

10. certified statement from the bank that confirthe bank's willingness to take over all the
liabilities resulting from the operation of the repentative office.

In the context of this Law, a representative offic@an organizational part of the bank where bapkin
business is not conducted. Presentations, colle@ial provision of data are the operations of a
representative office.

A decision regarding the issuance of authorizattmcording to the request from this Article
paragraph 2 the Agency shall issue in 60 days frenday that the request was received.

coO~NO O WN

Article 6
Banks can form independent bank associations agprudit voluntary associations.
Bank association’s statute must ensure that bamksat sign any contract with other banks or
associations, which limits the principle of theefrmarket and transparent competition in banking
business.

Article 7
A bank with headquarters outside the Republikakarghall be permitted to receive money deposits
or to extend credits for its own account in the iR#ika Srpska through a branch office authorized by
the Agency pursuant to Articles 84 and 85 of trasvlL
In its request to open a branch office, the barddeeo provide a certified statement that confitines
bank's willingness to provide guarantees, with dllits assets, for the liabilities created in the
operation of the bank's branch office.
In the context of this Law, a bank's branch offEerganizational part of the bank with the payment
system legal authorization, as defined in the lza@karter.

Il - LICENSING AND AUTHORIZATION

Article 8
Banking licenses shall be issued by the Agency.
Request for issuance of the banking license shallsbbmitted by the founders and shall be
accompanied by the following information and docuatse
1. founding contract signed by all founders, dmfftCharter, and other founding documents, as
directed by the Agency;
2. the qualifications and experience of the Sugeryi Board and Management of the proposed bank;
3. the amounts of capital stock and other formsamik capital ;
4., a list of owners of the bank;
5. data relevant to judge on soundness of the fmamiders.

Article 9
The Agency shall issue its decision on the bardnking based on the application from the Article 8
of this Law within 60 days upon receipt of suchagplication.
The Agency's decision refusing to license a banknmosing conditions or limits in connection with
such license shall include a written explanatiosuath refusal or such conditions and limits imposed
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A complaint against the decision from paragraptend 2 of this Article may be submitted to the
Agency Management Board within 8 days upon theipecd the decision.

Article 10
The banking license is a condition for registrat@the Court Register.
The Agency shall grant a banking license only ibamunt of the bank’s capital stock from Article 22
of this Law has been paid in and if it is confidtt:
1. the bank will comply with the provisions of thisw and projections for the future financial
condition of the bank are documented;
2. the Supervisory Board and Management of the Bhak have university education and experience
appropriate for the licensed banking activitieg] ahall have not been prosecuted or sentenceceby th
court;
3. all holders with the Significant Ownership lestr are of sufficient financial capability, and
suitable business background.
In the case of an applicant who is a legal enthy, criteria of Paragraph 2, items 2 and 3 of this
Article shall also apply to any Supervisory Boanmdd aManagement official and persons with
significant voting rights.
In the context of this Law, members of the SuperviBoard and Management are employees who
have special responsibilities and authorities roadance with the Charter of the bank.
The Agency shall prescribe the mode of paying-inkibzapital stock.

Article 11
Bank having its headquarters outside Republika Karpeay be licensed to open a branch or a
Subsidiary in Republic Srpska only if such a bamals la banking license issued by an institution
authorized for bank licensing and supervision.

Article 12
Banking licenses pursuant to Article 11 of this Lahall be granted by the Agency only upon
consultations with the authorities licensing angesuising the founder bank concerned, and after
receipt of the founder bank examination report.

Article 13
In event of tight connections between the bank atfetr individuals or legal persons, the Agency
shall license the bank only if such connectionsasgnt no obstacle for a successful implementation
of the Agency's functions.
Pursuant to definitions of this Law such tight ceciions represent relationships between related
persons as stipulated by the Agency.

Article 14
The Agency shall also refuse both a banking licesrsan authorization if the laws, regulations or
administrative provisions referring to banks’ heaaldqers outside the Republika Srpska prevent or
make it difficult to exercise effectively its supeory functions.
The Agency shall have an authorization and a dutgdquest banks' information necessary to monitor
compliance with the conditions referred to in Peapb 1 of this Article.

Article 15
A bank shall obtain the status of a legal entitgrupntry into the Court Registry.
An application for registration in court registdral be submitted within 30 days, as latest, stgrti
from the date when the Agency issues a bankingsdee
Organizational units of the bank shall be enterdd the Court Registry, in accordance with the
provisions on court registration.

Article 16
Banking licenses shall be granted for an indefipggod of time and shall not be transferable.
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The banking license shall specify the banking @&&s/to be performed by such a bank.
All banks licensed by the Agency shall be requitedmeet the membership criteria for deposit
insurance in order to maintain their banking lieens

Article 17
A branch of a foreign bank has the status of legéties and must obtain an authorization.

Article 18
The Agency shall maintain a separate register atgl éor each registered bank the name, addresses
of the bank and its units and keep documents listgdragraph 2 of the Article 32 of this Law.
Entries and other information concerning formerksawhose banking licenses have been revoked
shall be removed from the register.
Data from the register of banks shall be published.

Article 19
The Agency may revoke banking license or authdamah following cases:
1. upon a request of the bank pursuant to the l&r#0 of this Law;
2. following an infraction pursuant to Article 128this Law;
3. following the report of a Provisional Adminigivapursuant to Article 113 of this Law;
4. the license or the authorization has been obdaim the ground of false statements;
5. the bank has not submitted an application fgistetion in the court register within stipulated
term, or has not started performing banking adéisitvithin ninety (90) days after its registration
the court register, or the bank has not been rimpimoney deposits or extending credits for more
than six months;
6. a merger, amalgamation or division of the baak dccurred;
7. the amount of bank capital and reserves is Idkgam required minimum stipulated by the Law and
the regulation of the Agency;
8. the bank's owners have decided to liquidatebtink, or the bank has ceased to exist as a legal
entity;
9. failure to meet the membership criteria for da#pimsurance;
10.the bank has not provided for the Agency or o#duthorized institution to supervise or audit the
bank.
A complaint against the Decision on revoking bagKieense or authorization may be submitted to
the Agency Management Board within eight (8) dgysruthe receipt of such Decision.

Article 20
Bank may request the Agency to revoke its bankivenke.
The Agency shall take decision based on the redqumstthe paragraph 1 of this Article and submit
such a decision to the bank within sixty (60) dagslatest, upon the request receipt date.
Decision on revoking the bank's request from thragraph 1 of this Article shall be explained by the
Agency.
A complaint against the Decision from the Paragra@pbf this Article may be submitted to the
Agency Management Board within eight (8) days ugi@nreceipt of such Decision.

Article 21
Based on the Decision from the Article 19 of thiawl, the Agency shall determine the date for
revoking banking license or authorization.
The Decision on revoking banking license or auttagion shall be published in the "Official Gazette
of Republika Srpska" as well as in a local dailyvepaper published in the territory of Republika
Srpska, and a newspaper available in the FederatiBosnia and Herzegovina and Brcko District.
The Agency must additionally inform the Central Baf Bosnia and Herzegovina and the Deposit
Insurance Agency of Bosnia and Herzegovina of artipas described in Article 19 of this Law.
Starting from the date on which banking licenseaothorization revocation comes into effect, as
determined by the Decision from the Article 19 bfstLaw, the bank shall be prohibited from
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engaging in any of the banking activities specifiethe Article 87 of this Law, and such a banklisha
be required to terminate Deposit Contracts in fopeg out its liabilities, and liquidate its assets
During conducting its affairs as described in peaph 4 of this Article, the bank shall otherwise
continue to be subject to the provisions of thiwlzs if it were licensed or authorized.

IV - CAPITAL AND OWNERSHIP OF A BANK

Article 22
The minimum amount of paid-in funds of a bank'snfding capital and the lowest amount of net
capital, which a bank must maintain, shall not beslthan Convertible Marks fifteen million
(15,000,000 KM).
No bank shall decrease its capital or deteriodagestructure of its capital by repurchase of shares
without prior written authorization of the Agency.
Paid in Share Capital cannot be treated as suble funds originate from:
- loan funds granted by the bank into whose cafiimpayment is being made;
- loan funds that another bank granted for somergibrposes;
- loan funds, where the bank receiving capital gsiarantor.
If a connection is established between a loan aisés related entity and a loan granted and paymen
made to the bank’s Paid in Share Capital or ifraneation is made between a payment to the Paid in
Share Capital and a loan granted, then such a payméhe bank’s shareholders’ capital has no legal
effect whether payments were made on the sameliffieeent day.
The Agency has a right to review cash flows in akhdoan user and its related entity. Also, the
Agency holds a discretionary right to decide whetb@&yments to the Paid in Share Capital were
performed in accordance with the Law and, in a eddeaw violations, to deny such payment and
exclude them from the Paid in Share Capital.
Provisions of this Article shall also apply to beharoffices of foreign banks

Article 23
No physical or legal person, alone or acting in cewh with other persons, may acquire or
significantly increase his voting rights in a baoker 10%, 33%, 50%, and 66.7% his capital
ownership or the bank's voting shares without olngithe approval from the Agency.
To obtain the authorization described in the paplgrl of this Article, the person involved must
submit to the Agency a written request with datatgieing to his business operation, financial
capability, and other information in compliancetwibe Agency's provisions.
The Agency shall respond to the request describ@diiagraph 2 of this Article within sixty (60) day
upon the request receipt date.
Neither a political party nor a related legal gntif a political party can be a bank shareholder.

Article 24
No bank shall have, directly or indirectly, withqarior written authorization of the Agency:
1. hold a Significant Ownership Interest in a legatity or indirectly in a subsidiary of that legal
entity that exceeds 5% of the bank’s Core Capital,
2. hold the aggregate net value of all Participatitterests of the bank in other legal entities and
subsidiaries of those legal entities to exceedthavalent of 20% of the bank’s Core Capital.
A bank cannot either directly or indirectly havé@articipation Interest in a legal entity that exdze
15% of the bank’s Core Capital, and where the &psiion Interest is a in nonfinancial entity the
Participation Interest cannot exceed 10% of itseG@apital nor can the Participation Interest exceed
49% of ownership of the non-financial legal entity.
The total amount of all Participation Interestsadfank in other legal entities may not exceed 50% o
its Core Capital, and where the total amount ofaltticipation Interests in other non-financialdkeg
entities the total cannot exceed 25% of the baBk'e Capital.
Loans by the bank to legal entities that the baaskihvestments in shall be considered as invesment
for the limitations in this Article.
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Neither a bank nor a Subsidiary may invest in aggal entity that is primarily engaged in the
business of armaments, gambling, nor the sellingpasuming of alcohol on its premises, nor make a
donation or loan to any political party. In additithe Agency may by regulation or decision
determine additional restrictions in investmentsl@nations.

Article 25
The Agency may refuse to authorize an acquisitiomarease of a Significant Ownership Interest in
a bank in any of the following cases:
1. uncertain financial condition of the applicant;
2. lack of competence and experience of applicantd) that the interests of the bank or its deprssit
could be threatened;
3. granting such authorization would lead to breafalequirements of the Article 88 of this Law; or
4. the applicant submitted unreliable informatiorindformation not complying with the provisions of
this Article or regulation of the Agency, or refds® submit information required by the Agency to
make a decision on the application.

Article 26
If the applicant from the Article 23, paragraphf2hos Law is a legal entity, the criteria in Agc25
of this Law shall also apply to every SupervisorgaBl and Management official or holder of
Significant Ownership Interest in this legal entity

Article 27
In event of applications submitted by institutioisvolved in multilateral loans or regional
development and in case of acquiring non-votingeshathe Agency may give an approval not to
apply specific conditions and limitations stiputhtey Articles 23 through 26 of this Law.

Article 28
Status changes in a bank such as mergers, amalgasat divisions shall require prior written
authorization of the Agency.
To obtain authorization for a status change, thekbaust submit to the Agency an analysis of the
economic justification and a plan of operation g tesulting bank or banks, in accordance with the
Agency regulations.
Status changes found to be inconsistent with tbeigions of paragraphs 1 and 2 of this Article will
not have legal effect.

Article 29
The Agency may refuse authorization of the stahage of a bank if it is expected that the resgltin
bank would not be able to meet requirements reggrdis capital, Supervisory Board and
Management and depositors' protection.

Article 30
The Agency is required to refuse authorizationhef $tatus change of a bank if such a change would
prevent or impede successful implementation ofitpency's supervisory functions.

Article 31
Bank shall apply for the Agency's approval on thiéofving:
1. Change of the Bank Charter and the Bank By-Laws,
2. Founding of a bank or any bank offices outsigeterritory of Republika Srpska,
3. Change in the bank title and address,
The Agency shall make decision on such an appmeitain 60 days upon the application receipt date.
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Article 32
The Charter of a bank shall specify: the bank headgqrs, organizational structure and business
operation, authorizations, mode of operation of lhek's bodies, amount of founders’ capital and
other types of the bank's capital; types, numbedrrmminal value of shares as well as voting rights
related to shares and methodology in issuing th&'dgeneral acts.
Bank is required to submit to the Agency a cetdifi@py of the Charter and other general acts of the
bank, a list of the bank officials authorized tewase responsibility on behalf of the bank with the
stated limits of such authority as well as dulyified specimen signatures of such authorized
officials.
The Charter, as well as modifications and amendsnenthe bank’s Charter shall come into effect
upon obtained approval of the Agency.

V - MANAGEMENT OF BANK

Article 33
Bodies of the bank are:
1. General Meeting of Shareholders;
2. Supervisory Board;
3. Management.

1. General Meeting of Shareholders
Article 34

The General Meeting of Shareholders of the bank Bea&omposed of shareholders.
The General Meeting of Shareholders shall normadiyheld in the place of the head office of the
bank.
The General Meeting of Shareholders shall be ctidiseits Chairman, who shall be elected at the
beginning of the General Meeting of Shareholdessisa.
Upon proposal of the Chairman, General Meetinghadr&holders shall appoint a person in charge of
the minutes, two shareholders who certify the ngawind appoint members of the General Meeting
of Shareholders Voting Committee.
Chairman and members of Supervisory Board, and ressrif Management shall be present during
General Meeting of Shareholders session.
In a bank with a single shareholder the authoritiethe General Meeting shall be carried out by the
shareholder.

Article 35
A General Meeting of Shareholders shall be heldast once a year.
Supervisory Board, except for the cases otherwrswiged by this Law shall convene General
Meeting of Shareholders.
Shareholder who was placed on the list of sharehnsldt the Registry 45 days before the date of the
General Meeting of Shareholders session shall hatang rights in the General Meeting of
Shareholders.
Bank shall cover expenses of the General Meetirghafeholders session.

1.1Convening the General Meeting of Shareholders
Article 36

Notification of the agenda, place, date and timéhefGeneral Meeting of Shareholders session shall
be published in at least one of the daily newspapablished within the Republika Srpska , no later
than 30 days before the date determined for theeaéMeeting of Shareholders session.
If the General Meeting of Shareholders session emvened out of the head office of the bank,
notification provided by Paragraph 1 of this Aridhall within the same time period be sent to each
of the shareholders by registered mail, fax ortedeic mail, to the address from list of sharehmdde
provided by Article 35 Paragraph 3 of this Law.
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1.2Convening an Emergency General Meeting of the Shahnelders

Article 37
A majority of members of the Supervisory Board mage to hold an Emergency General Meeting of
the Shareholders and may vote to hold this Emegg&eneral Meeting of the Shareholders in less
than the 30 days required in Paragraph 1 from kr86.
However, every shareholder must be notified ofeitreergency General Meeting of the Shareholders,
including its purpose and the proposed Agendaemtanner provided in Article 36. The Emergency
General Meeting of the Shareholders may only bd Hedhareholders holding an aggregate total of
75% of the outstanding shares are representedranavailable to vote. Further, any action taken at
the Emergency General Meeting of the Shareholdest be approved by two thirds of the number of
shares represented.

1.3 Decision Making
Article 38

Shareholder or group of shareholders with at [8%s0f the total number of shares with voting rights
shall have right to propose in writing amendmeatthe agenda and the proposal of the decisions of
the General Meeting of Shareholders no later thightedays from the day of publication of
notification provided by Article 36 Paragraph 1tlois Law.
Supervisory Board shall publish notification on r&telders’ proposal provided by Paragraph 1 of
this Article in the same manner as notificationocomvening the General Meeting of Shareholders as
provided by Article 36 Paragraph 1 of this Law.
Supervisory Board shall not publish the proposalialed by Paragraph 1 of this Article if proposal
is:
1. illegal or contrary to provisions of the Chamébank;
2. based on inaccurate and incomplete data oricamjasuch a data;
3.the same proposal was discussed at the Generaing@étShareholders at least two times
in the last 5 years and was not supported by athareholders with more than 5 % of the
total number of shares with voting rights;
4. person who gave proposal announced that he/8Bhaeaw be present at the General Meeting of
Shareholders.
Costs of publication of individual proposals praaidoy Paragraph 1 of this Article that containaip t
100 words shall be covered by bank, and for lopgeposals, by the person who gave the proposal.

Article 39
Request for convening the General Meeting of Stwddelns may be submitted by:
1. shareholder or group of shareholders with mioae tL0% of the total number of shares with voting
rights;
2. two members of the Supervisory Board,;
3. Audit Board.
Request for convening the General Meeting of Stddelns, with proposal on its agenda, shall be
submitted to the Supervisory Board in written form.
If Supervisory Board, within 45 days from the ddye trequest is submitted, fails to publish
notification on convening the General Meeting ofafémolders session in a manner provided by
Article 36. of this Law, person who submitted resfuis authorized directly to convene the General
Meeting of Shareholders session in the same maamn@rshall inform the Agency about that in
writing.

Persons provided by Paragraph 1. of this Article anthorized directly to convene the General

Meeting of Shareholders session in case if the faérdeeting of Shareholders had not been
convened six months after expiration of periodnfaking of annual report.
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Article 40
General Meeting of Shareholders may make decisiahsif shareholders with more than 50% of the
shares with voting rights are represented in peosdhrough representative.
If upon expiration of 60 minutes from the set timecommencement of the General Meeting of
Shareholders quorum is not reached for decisionimgagrovided by Paragraph 1 of this Article,
General Meeting of Shareholders shall be postpamadithe Supervisory Board shall not earlier than
15 and no later than 30 days from initially set dgte for convening it publish notification on
reconvening the General Meeting of Shareholders.
In case provided by Paragraph 2 of this Articlergooshall be made of one third of the shares with
voting rights.

Article 41
General Meeting of Shareholders of bank shall naatsions on:
1. establishment of bank’s Core Capital throughissaance or increase of Common Shares and the
issuance or increase of Preferred Shares.
2. increase and decrease of the registered capital;
3. annual financial report, with the reports ofesral auditors, Supervisory Board and the Audit
Board,;
4. distribution of profit and payment of dividend;
5. manner of loss coverage;
6. consolidation with other enterprises and mergleother enterprises by the bank, except for
consolidation or merger of Subsidiaries ;
7. division and termination of the bank;
8. purchase, sale, exchange, leasing and othesattons with property, directly or through
Subsidiaries within business year, in the exteat #xceeds one third of the bookkeeping value of
property of the bank;
9. sale and purchase of property with accountirigevhetween 15% and 33% of the total existing
property of the bank, if such a transaction is pviously approved by unanimous decision of
Supervisory Board;
10. election and removal of the members of SuperyiBoard on individual basis 11. establishment,
reorganization and liquidation of Subsidiaries, apgroval of their respective statutes;
12. compensations for the members of Supervisoar@Band Audit Board; and 13. the Statute and
amendments of statute;
14. other issues important for business operaticheobank, in accordance with the Law and statute
of the bank.

Article 42
Shareholder shall have right, from the day of mation of notification on convening the General
Meeting of Shareholders in the bank premises, ¥@wethe financial statement, with the reports of
external auditors, Supervisory Board and Audit Bloas well as other documents that concern
proposal of the decisions placed on the agendaent@l Meeting of Shareholders.

Article 43
General Meeting of Shareholders shall make de@digrmajority of shares with voting rights, except
for the issues mentioned in Article 41, and item$,2and 13. of this Law on which decisions are
made by two third majority of represented shardh wating rights.
On the reports provided by Article 41, item 3 dkthaw, the General Meeting of Shareholders shall
give its decision no later than six months fromehe of business year.

Article 44
Voting within General Meeting of Shareholders shml conducted through ballot papers that shall
contain name or company name of the shareholdethendumber of votes on his/her disposal.
Voting shall be conducted by circling on the bajpaper responses “for” and “against” proposal of
the decision or the name of the candidate at #wtieh of bodies of the bank.
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The Voting Committee shall determine results ofngt

1.4 Decision Making Through Proxies
Article 45
Shareholders’ proxy shall have authorization fopresentation by shareholders, signed by a
shareholder — natural person or representativésea$hareholder-legal person.
The signed proxy must be certified.

Article 46
Proxy shall deliver to the Voting Committee a veitt authorization for representation of the
shareholders.
Voting Committee shall check validity of authoripst and identity of the representative.

Article 47
If a shareholder or his authorized representatiitnin seven days from the day of General Meeting
of Shareholders session, deliver certified staténoérthe shareholders to the Voting Committee,
public document or other verifiable evidence thahids validity of authorization to the Voting
Committee, it shall declare votes based upon suclwdhorization to be invalid and inform the
Supervisory Board on that in writing.
Supervisory Board shall suspend enforcement ofdibesion, passing of which was decisively
influenced by invalid votes and it shall convene tBeneral Meeting of Shareholders for repeated
decision making on these issues no later than $6 filam the day of receipt of notification of the
Voting Committee on invalid votes.

1.5 Minutes of General Meeting of Shareholders
Article 48

Minutes shall be made of the work of the Generadtifg of Shareholders and it shall contain:
1. company name and address of the head offideedfdnk;
2. place and time of the General Meeting of Shdd#e session
3. first name and family name of the Chairman, gers charge of minutes, persons in charge of
certification of minutes and members of Voting Coittee;
4. agenda;
5. decisions;
6. data on voting;
7. objections of shareholders and members of Sigmeyw Board to the General Meeting of
Shareholders decisions.
Minutes shall be accompanied with proposals inimgitand the reports submitted to the General
Meeting of Shareholders.
Supervisory Board shall ensure that the minutesnbde no later than 30 days from the day of
convening the General Meeting of Shareholders.
Minutes shall be signed by chairman of the Genktagting of Shareholders, person in charge of
minutes and the persons who certify minutes.
Shareholder may request that the copy of minutescoerpt from minutes be delivered to him for all
the General Meeting of Shareholders sessions.

Article 49
Bank shall maintain minutes of the General MeetaofgShareholders for an indefinite period,
evidence on presence and voting of shareholdetifications and invitations for the General Meeting
of Shareholders.
Liquidator shall ensure maintenance of documerasiged by Paragraph 1 of this Article at least 10
years after termination of the bank.

242



1.6 Protection of Minority in Decision Making and Challenging the General
Meeting of Shareholders Decisions

Article 50
If the General Meeting of Shareholders rejects psapof shareholders with more than 20% of the
shareholders with voting rights for appointmentaafexternal auditor for extraordinary examination
of all the issues that relate to establishmentlarsiness operation of the bank within last fivergea
external auditor shall be appointed by the Agency.

Article 51
Decision of the General Meeting of Shareholderd sleanull and void if:
1. General Meeting of Shareholders was not convam@dmanner determined by Article 36 of this
Law;
2. was not entered into minutes;
3. nullity is determined by a court decision.

Article 52
Procedure for challenging and termination of the&al Meeting of Shareholders decision, with the
court at which the bank was entered into courtstegimay be initiated by:
1. shareholders representing a minimum of 33% ostmgrand who attended the General Meeting of
Shareholders, whose objection to the decision wasentered into minutes, or was not entered
correctly;
2. a shareholder who was not present at the Gehkraling of Shareholders due to convening the
General Meeting of Shareholders contrary to theipians of the Article 36 of this Law;
3. Supervisory Board and Management and each meofitiupervisory Board and Management, if
enforcement of the decision would constitute amentc offense or crime or create damage to the
bank.
Procedure provided by Paragraph 1 of this Articlyroe initiated no later than 60 days from the day
of General Meeting of Shareholders session.
Within procedure provided by Paragraph 1. of thiscke, a bank shall be represented by the Director
or other member of Management, upon authorizatjoDibector.
If the plaintiff is Management member, bank shall kepresented by a person appointed by
Supervisory Board, and if plaintiffs are the Supssw Board and Management or the members
thereof, the court shall appoint representative dank, if not appointed by General Meeting of
Shareholders.

2. Supervisory Board
Article 53

Supervisory Board shall be composed of a Chairnmahaa least four members, with a maximum of
six members appointed and removed by the GeneratiMpof Shareholders, provided that entire
number of members of the Supervisory Board is oddiiding the Chairman.
Chairman and members of Supervisory Board shadippeinted simultaneously for the period of four
years.
The same person may be appointed as Chairman obeneoh Supervisory Board several times
without limitations.
Chairman and members of Supervisory Board shaértiered into the register maintained with the
Agency.

Article 54
Following persons may not be Chairman or memb&ugfervisory Board:
1. person convicted for crime or economic offengiwthe economic and financial crime scope;
2. person who, pursuant to the court decision, dgased to conduct activities within competence of
Supervisory Board; and
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3. person older than 70 years of age on the dappdintment.

Article 55
A shareholder or a group of shareholders with astl&% of the shares with voting rights may
nominate candidate for member of Supervisory Board.
Each proposal provided by Paragraph 1. of thischetshall be submitted in writing, no later than
eight days from the day of publication of notificet on convening the General Meeting of
Shareholders that has on its agenda issue of @iecfithe Chairman and members of Supervisory
Board.
Each proposal provided by Paragraph 1. of thischetihat was delivered to the Supervisory Board
before publication of notification from Article 36f this Law, shall also be delivered to the
shareholders, accompanied with other materials.
Candidates for Chairman and members of SuperviBogrd shall before voting give statement in
writing on their acceptance of nomination.

Article 56
The Chairman and members of Supervisory Board dielélected by voting, in accordance with
Article 44 of this Law, provided that each shareleolmay cast one vote for each share with voting
rights. Each shareholder with voting rights mayt edisvotes for one person or distribute their wote
to more than one person.
Each shareholder shall receive a ballot that setsabthe top the number of votes entitled to be
exercised as set out in paragraph 1 of this Atticle
The candidate that wins greatest number of votelt Ba declared Chairman by the General Meeting
of Shareholders, while candidates with the seceoadtgst number of votes shall be declared members
of Supervisory Board.
If they receive an equal number of votes, the Supery Board can select the Chairman from among
themselves.

Article 57
Chairman and members of Supervisory Board sha#ranto employment contracts with the bank
that is subject to approval by the General Meetin§hareholders.
Each employment contract shall be signed on baifatie bank by its Director, in accordance with
General Meeting of Shareholders approval

Article 58
Chairman and members of Supervisory Board in tre# fnandate shall be elected at the founding
General Meeting of Shareholders in accordance pvithiisions of Articles 55 and 56 of this Law.

Article 59
Director and members of Management of the bank nuybe appointed Chairman and member of
the Supervisory Board in that or any other banBasnia and Herzegovina.
Elected officials and all employees of the Statefitl, and Municipal Governments and their
respective Institutions may not serve as membetiseoManagement of any bank while so employed.
Elected officials, Ministers and Deputy Ministerk Qtate, Entity, and Municipal Governments and
their respective Institutions may not serve as nmamiof the Supervisory Board of any bank while
they are so employed and for a period of one yesetfter.
All employees of the State, Entity, and Municipav@rnments and their respective Institutions who
serve as members of a Supervisory Board of any lpamgt refuse and refrain themselves from
involvement in any discussions or decisions witthiea government having to do with the bank for
which they are a member of the Supervisory Board.
A person or a legal entity’s duly authorized repreatives, cannot serve as Chairman or member of a
Supervisory Board of more than one bank conculyentiless that person or that legal entity owns
more than 50% of shares of each bank.
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The same person may not be appointed simultanediisyrman or member of the Supervisory
Board in more than three banks.

Article 60
A session of Supervisory Board shall be held whegessary, and at least once a quarter.
Chairman of Supervisory Board shall convene segsi@upervisory Board.
Chairman of Supervisory Board shall convene theigeaipon request of the Director of the bank or
two members of the Supervisory Board, no later thdrdays from the day of submission of the
request, otherwise person who submitted the recalest be authorized for convening the session.
However, provided that all members of the Superyiddoard are invited, and the invitation is
accompanied by an Agenda and material for each aertihe Agenda, a majority of members of the
Supervisory Board may convene an emergency segsibim three days of the vote to convene such
emergency session of the Supervisory Board. Allvigions of Article 62 apply to emergency
meetings of the Supervisory Board.

Article 61
Written invitation for the session of Supervisorgdd, in which place and date of session, timesof i
commencement and the agenda of session shall iveréell to the members of Supervisory Board no
later than 7 days before the date of holding ofsésion.
Invitation for session shall be accompanied byntlagerials for each of the items on the agenda.

Article 62
For holding the session of the Supervisory Boardrgm of majority of the entire number of
members is required.
Supervisory Board shall issue its decisions by nitgjof votes of the entire number of members.
Chairman and member of Supervisory Board may nte vo the issues that relate to himself/herself
personally.
Persons who are not members of Supervisory Boagdbregpresent at the session only based upon
written invitation by Chairman of the Supervisorgdsd.

Article 63
Supervisory Board of the bank shall be competent to
1. supervise business operation of the bank;
2. supervise work of administration;
3. adopt report of administration on business dmeraupon semi-annual balance sheet, profit and
loss statement, annual balance sheet and intardabdernal audit reports;
4. submit an annual report to the General Meetinghareholders on business operation of the bank,
which shall include internal and external auditarg, report on work of the Supervisory Board and
the Audit Board , as well as plan of business dpmrdor the following business year;
5. appoint Management of the bank;
6. appoint external auditor;
7. propose distribution and manner of use of pasfil manner of loss coverage;
8. approve purchase, sale, exchange, leasing &ed jptoperty transactions by property, directly or
through Subsidiaries during the business year & dhktent ranging from 15% to 33% of the
accounting value of the entire property of the hank
9. insure that appropriate internal controls far lank are established and maintained,;
10. insure that appropriate internal and externélta are performed;
11. establish provisions for loan losses to be espé; establish necessary reserves out of net pfofi
the bank; and declare dividends;
12. appoint chairmen and members of the committgecbmpensation and the committee for
appointment;
13. establish ad hoc commissions and determine¢beiposition and tasks;
14. convene the General Meeting of Shareholders;
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15. approve issuance of new shares of the existagg in the amount up to one third of the sum of

nominal value of the existing shares and determmeunt, time of sale and price of these shares, tha
may not be lesser than average market value afxisting shares of the same class in 30 consecutive
days prior to the day of decision making;

16. approve internal by-laws, business and othkcips and procedures; and

17. decide on issues not specifically covered lreioauthorities.

Article 64
Chairman and members of Supervisory Board shaty caut their commitments and responsibilities
in accordance with the interests of the sharehslded bank and may not perform activity that would
compete with activities of the bank without advessd consent of other members of Supervisory
Board.
Chairman and members of Supervisory Board shalh yggoposal of the emission of new or purchase
of its own shares of bank and other securities ano® all the important data relating to business
operation of the bank.
Chairman and member of Supervisory Board shallntepothe Supervisory Board on each personal
interest within the legal person, with which baris tor intends to enter into business relationship.
In case provided by Paragraph 3 of this Articlea@han and member of Supervisory Board may not
make decision on issues that concern relationsiok land other legal persons in which Chairman and
member of Supervisory Board shall have direct dirett financial interest.

Article 65
If Chairman or a member of Supervisory Board actti@ry to the provisions of the Article 64 of this
Law, bank shall have right to claim compensatiodarhage caused by that.
Bank may forfeit the claims provided by Paragrapbf this Article upon expiration of three years
from the day of raising request for compensatibthe General Meeting of Shareholders consent to
resignation, provided that no objections of thershalders who possess at least 10% of the shares
with voting rights.

Article 66
Chairman and members of Supervisory Board shakitieer individually or jointly and severally
liable for damages caused by failure to complyrr@gular compliance with their duties.

Article 67
Chairman and members of Supervisory Board shale hight to request all the data on business
operation and presence of the Management memb#rs 8essions of Supervisory Board.
Chairman and members of Supervisory Board shalé hayht to be present to the sessions of the
Management of the bank.

3. Management
Article 68
Management shall organize work and direct businpssation.
Management of the bank shall consist of Directad &xecutive Directors as well as the Deputy
Director who may be appointed at the discretiothefSupervisory Board.

Article 69
Director shall preside over Management, directress operation, represent bank and be responsible
for legality of business operation.
The term in office for the Director shall be 4 ygawhich may be renewed without any limitation as
to the number of terms.
Position, authorities and rights of the Directorlsibe regulated by contract between Supervisory
Board and Director.
The Director cannot be appointed without the paigproval of the Agency.
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Article 70
Deputy Director shall substitute for the Directardase of his/her absence, and if the bank has no
Deputy Director appointed, the Director shall awit in writing one of the Executive Directors to
substitute for him and determine his/her authaitie
Executive Directors shall organize work, repredesntk and shall be responsible for the legality of
business operation in businesses and their scdipeddy written act of the Director.
Executive Directors shall be appointed and remobgdSupervisory Board upon proposal of the
Director, for the period for which Director was aged.
Salary and other material rights of the Executivee®or shall be regulated by contract between the
Director and Executive Director, upon prior appiayathe Supervisory Board.

Article 71
Director, Deputy Director and Executive Directoreak report to Supervisory Board each direct or
indirect interest within the legal person with whibank has or intends to enter into business
relationship.
In case provided by Paragraph 1. of this Articl@eECtor, Deputy Director and Executive Director
may participate in such a business relation baped written consent of the Supervisory Board.

Article 72
In any case when the Director is removed, resigies, or is ill or otherwise absent from his/her
duties without the prior approval of SupervisoryalB for a period of more than thirty consecutive
calendar days, the Supervisory Board must confienDieputy Director in this position or appoint an
interim Director to serve until such time as th@&wisory Board appoints a new Director.
The Interim Director may serve a maximum periodnafety days without having to obtain the
approval of the Agency.
Prior to the expiration of ninety days the SupemisBoard must either submit an application for
approval for Director of the bank to the Agencyaor application for extension for another ninety
days for approval for the Interim Director from tAgency. The Agency has 45 days to act on this
application. Thereafter if the application for attemsion for the Interim Director is not approved b
the Agency or if no Director has been appointedthsy Supervisory Board and approved by the
Agency, the Agency shall appoint a Provisional Adistrator.

Article 73
Bank shall have its Secretary, appointed by SuperyiBoard, upon proposal of the Director of bank,
serve for the same period for which the Directa been appointed.
Salary and other material rights of the Secrethall ©e regulated by contract between the secretary
and Supervisory Board, upon Director’s proposal.

Article 74
Secretary is responsible for maintaining the regisf shareholders, register of minutes of General
Meeting of Shareholders and Supervisory Board awgpikg documents determined by this Law and
statute of bank, except for financial reports.
Secretary shall be authorized for carrying out sleas of the General Meeting of Shareholders,
Supervisory Board and the Director.
Secretary shall be responsible for preparationesbisns and maintaining minutes of the General
Meeting of Shareholders and Supervisory Board.

4. Audit Board
Article 75
Bank must establish an Audit Board appointed bySthpervisory Board.
The Audit Board shall consist of five members apjed for terms of four (4) years.
Members may be reappointed.



The Audit Board must have all oversight responisied for the conduct and employment of an
external audit firm to prepare the annual auditedrfcial statement.

The Audit Board will present the completed annuadited financial statement to the Supervisory
Board and to the General Meeting of Shareholders.

The Audit Board must also supervise all internaliactivities including the oversight of the anhua
balance sheet and auditing of financial businessatipn of bank upon request of shareholders with
at least 10% of the shares with voting rights, daliver a report on that to the General Meeting of
Shareholders and Supervisory Board, no later tigint days from the completion of auditing.

Article 76
Chairman and members of Audit Board may not be iappd from the group that includes the
Chairman or members of Supervisory Board and moisb@ members of Management or staff within
the bank, nor may he/she have direct or indirecarftial interest in the bank, except for the
compensation based upon conduct of that function.
Compensation and other rights of the members ofAtindit Board shall be regulated by contract
based upon the decision of the General Meetindhafeéholders.
The Audit Board reports directly to the SupervisBoard.

Article 77
The Audit Board is responsible for implementing tiecisions of the General Meeting of the
shareholders concerning the selection and engagexhtdre external auditor.

Article 78
The Audit Board shall be authorized to request eaimg the session of Supervisory Board and the
General Meeting of Shareholders when it consideas the shareholders interests are threatened or
when it determines irregularities in work of theaman or members of Supervisory Board, Director
or Executive Directors.

Article 79
The Internal Auditor is responsible for identifyjrmgonitoring and assessing risks in the operatodns
a bank and determining whether the system of iatezontrol that is in place makes sure that those
risks are managed in the manner that the riskendigated in an acceptable measure.
In performing his/her responsibilities, the IntdrAaditor shall have authorities for unrestrictenta
unimpeded work and he/she is obliged to cooperdtetthe Audit Board of a bank.
The Internal Auditor reports directly to the Auddbard. However, in cases of major unresolved
disputes, the Internal Auditor will notify the Supisory Board and the Supervisory Board must
resolve the dispute.
Supervisory Board appoints the Internal Auditor.
Salary and other material rights of the Internatidar shall be determined by the contract signed by
the Supervisory Board and the Internal Auditor.

Article 80
The Director of a bank shall be responsible forldgality of the bank's operation and implementatio
of the adopted bank's business policy.
The Chairman and all members of the Supervisorydddae Director, the Deputy Director and the
Executive Director of the Loan Department of a baaknot be appointed without the previous
agreement of the Agency.
The bank’s Director shall not be:
1. a member of the Supervisory Board of the sanmk lo&t some other bank that is registered in
Republika Srpska, except if that bank has a clelsgion with the bank of which he is a Director.
2. person who, in accordance with other laws, tsefigible for a bank's director;
3. person who is or was appointed as a directa deputy director of the Agency in the previous
period of two year except in cases when such aopeis approved by the Agency Management
Board,;
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The bank’s Director shall:

1. represent the bank and act as its agent;

2. execute decisions of the Assembly, the AuditrB@ad the Supervisory Board of the bank;

3. organize and manage the bank'’s operation;

4. decide on all matters which are not in the fliagson of the Assembly, the Audit Board or the
Supervisory Board of the bank;

5. perform other functions in keeping with the ldlag bank's by-laws and its general acts.

Article 81
Individuals appointed as members of Managementlwdrk cannot be older than 65 and must meet
all requirements set by the Agency’s regulatiorns general acts of the bank”.
Individuals appointed as Internal Auditor cannotretated by marriage or blood up to the third
degree of consanguinity to any member of the Sugeanw Board, Management or any person who
holds a Significant Ownership Interest.
If the Agency rejected a request to approve arviddal, in accordance with Article 80 of the Law,
the bank cannot file another request for the agpwnt of that individual for the same position unti
the reasons stated in the Agency’s Decision orctieje of giving an Agreement are eliminated.

Article 82
The Supervisory Board, Management and memberseaf ithmediate family who are living in the
same household, or have joint investments are esglired to file a signed disclosure statement,
within thirty calendar days of Supervisory Boardtbe Management member concerned assuming
position.
This disclosure statement will describe all assatduding information on all of the investmentaya
loans or credits of over 20,000 KM, and informat@anlegal entities for which 5% or more of shares
or equities with voting rights is owned, as wellbay other information required by the Agency.
The form of the Disclosure Statement will be progatiéd by the Agency. Each person, who is
required to file a disclosure statement hereundheist also file an annual update of this disclosure
statement with the Agency as of the first day aheealendar year.

Article 83
The Supervisory Board, Management, and all emplyas well as any person engaged to work in
the bank on any basis, shall be required to kesjness secret, and not to use for personal gain or
permit to be examined by others, any informaticat they obtained in the course of their services to
the bank, except to the Agency, which includeseaotmrs and auditors appointed by the Agency and
except to such other institutions as the Law gbraiVide.
Persons from Paragraph 1 of this Article shall éguired to keep business secrets even after the
completion of their engagement in the bank i.e.nugxpiration of their official mandates.

Article 84
Bank's branch or representative office shall baldished only upon a written authorization of the
Agency.
The Agency may refuse the request of a bank tdkstiea unit on the following grounds:
1. the staff, premises and equipment of the prapasBice do not meet regulatory requirements
stipulated by the Banking Agency;
2. the bank's operation or financial conditionted applicant bank indicates that foundation of saich
unit is not in the interest of the bank's depositor

Article 85
The mode of business operation and the supervidi@nbank's units in Republika Srpska as well as
of banks having their headquarters outside of Ridputsrpska shall be regulated by a separate
enactment of the Agency.
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VI - BANK'S OPERATION

Article 86
A bank is required to conduct its operations incadance with the law, regulation stipulated by the
Agency, any conditions and restrictions providedtbybanking licenses, as well as with appropriate
business operations and accounting principles tmtlards.
A bank shall continuously maintain adequate capital solvency, and a required level of liquid
assets, i.e. payment and lending capability, aatl shsure that their assets are diversified.
In the context of this Law, diversification shaficlude the expansion of assets by investing and
lending funds to various different legal persons.

Article 87
Banks may only engage in the following activities:
1. receiving money deposits or other monetary funds
2. making and purchasing of loans and financiadifes
3. issuing all forms of guarantees;
4. participating in, buying and selling of moneydarapital market instruments for its own and others
account;
5. providing payment system and money transfericesy
6. buying and selling foreign currencies;
7. issuing and administering means of paymentyaing credit cards, travelers’ checks and bankers'
drafts);
8. safekeeping and administration of securitiesa@hdr valuables;
9. providing financial management services;
10. purchase and sale of securities;
11.other business operation stemming out of theiqusly listed ones.

Article 88
Banks shall refrain from entering into transactiongengaging in practices of any kind representing
unfair competition in the financial market.

Article 89
The Agency holds the right to regulate fees chatgetanks in events of banks’ misunderstandings
related to the fees height, or other unfair busineasrformance that is not in compliance with the
Agency'’s regulations.

Article 90
Bank shall observe levels of limitations and risk&cerning its balance sheet and off-balance sheet
items, assets, capital and its structure, as stipdlby the Agency.
Regulations pertaining to the paragraph 1 of thiicke determine minimum requirements and
standards regarding the following issues:
1. liquidity management;
2. loan risk exposure;
3. assessment of quality and classification oftasaed reserves which shall be established by the
bank based on such classification, conditions undach they are calculated, where uncollected
interest for bad loans shall not be considerechas@me of any bank;
4. imposing prohibitions, restrictions and condigdn connection with types and forms of loans and
investments, adjustments of maturity and interestmrding assets and liabilities, foreign currency
sub-balance sheet items without back up and other.
The bank shall maintain its equity and net capitahccordance with Article 22 of this Law, which
shall be equivalent of not less than 12% of thal tedlue of its risk assets whereby not less than 1
of regulatory capital shall consist of core capital
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The values of the capital, equity capital and wedhassets shall be determined in accordance with
the provisions issued by the Agency.

Article 91
Maximum credit risk exposure of a bank regardirgirgle borrower or a group of related borrowers
shall not exceed the equivalent of 40% of the Isao&te capital applying the following schedule and
additional restrictions:
1. the maximum amount of unsecured credit to aeaibgrrower or a group of related borrowers shall
not exceed the equivalent of 5% of the bank's capéal;
2. any amount of credit to a single borrower or@ug of related borrowers exceeding the equivalent
of 25% of the bank’s core capital must be fullyused by a good quality collateral, as determined by
reliable and continuously available price quotatiomhich shall exceed the amount of such a credit;
Large credit exposure means a total credit risk dfank regarding a single borrower or a group of
related borrowers amounting to more than the edpiivaf 15% of the bank's core capital, while the
bank's total aggregate [principal outstanding arho@iall] large credit risk exposure shall not eade
the equivalent of 300% of the bank's core capital.
Two or more borrowers shall be considered to bgraup of related borrowers" when, due to their
mutual relationships, bank's exposure to this gnagresents a unified credit risk exposure of the
bank under such conditions as stipulated by thenége

Article 92
If a bank is a depositary bank that receives paysnainpublic revenue funds, the bank must either:
a) transfer 50% of those daily balances, in castheaclose of each business day to a specialveser
account that each depository bank must establigharMain Bank of the Republika Srpska under
Central Bank of Bosnia and Herzegovina Law andlegguns passed based on the Law; or
b) fully collateralize the average daily balancahweither domestic or foreign securities held by
another third party bank acting as custodian. Téeantholder, the bank, and the third party bank
must enter into an agreement specifying the typseofirities and that the securities must be held in
the name of, or for benefit of, the accountholded providing that the interest on the securities
accrues to the bank. The securities must be seffti¢db provide 100% coverage of the average daily
balances. The securities may be substituted adedrapon the agreement of the accountholder so
long as the securities continue to equal 100% eftrerage daily balance. Upon default, or showdd th
bank be declared to be under provisional admirtistraor bankrupt, the securities will belong to the
accountholder. Otherwise if the accountholder cot® account, or the bank ceases to be a
depository bank, the securities will be transfetvadk to the bank.
For the purpose of this Law “public revenue funds®e defined to be customs, taxes, fees,
contributions, donations and other revenues befango the State, Entities, Cantons, and their
respective ministries and institutions, as welfragicipalities.

Article 93
A bank cannot hold from any one source, funds iraarount greater than 20% of its total daily
deposits.
Should a bank receive cash from any one sourceeittateds 20% of its total daily deposits then the
bank shall, by the next business day, maintairtdted excess amount in cash to the special reserve
account established at the Central Bank of BogmibHerzegovina described in Article 92, Paragraph
1, Item a) of this Law.
For the purpose of the previous Paragraph “onecedis defined to be one legal entity, one physical
person, or the total amount of all users of putd@icenue funds regardless of their level and number.
The bank is completely and independently respoagiblperform special oversight of its depositors,
especially those of public revenue funds.

Article 94
A bank is required to submit reports to the Ageanythe basis of the provisions of Articles 92 afd 9
of the Law in the form, content and within time iisnas prescribed in a regulation promulgated by
the Agency.
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Article 95
No bank shall without a special permission of tlgeeAcy invest more that 50% of its Core Capital in
fixed assets.

Article 96
No bank shall deposit funds in a Related Bank okemi@ans to or invest in such bank that in
combination exceeds 25% of the bank’s Core Captafi0% of Core Capital in the case of all such
Related Banks.

Article 97
Documents and records on any completed transashiahh be kept on file by banks in accordance
with law provisions.

Article 98
Bank shall regularly notify its customers of themte and conditions regarding mutual business
activities especially regarding deposits and csedisbursed to them, including the annual rate of
interest.

Article 99
The bank is required to publish a notice listingCaddrmant Deposit Accounts in at least three daily
newspapers published in Republika Srpska and at leae in the Federation of Bosnia and
Herzegovina and District Brcko every six months.
After a Dormant Deposit Account has been publishedeast twice by the bank as provided in
Paragraph 1 of this Article, thereafter the DormBeiposit Accounts and all records pertaining
thereto shall be transferred to the Ministry of dfine of the Republika Srpska (hereinafter: the
Ministry).
The funds shall be deposited into the budget oRipublika Srpska’s special account opened for this
purpose, pending proof of ownership by an accoudéno
At any time thereafter the accountholder may sulprabf of ownership of the Dormant Deposit
Account funds to the Ministry.
The Ministry shall review the evidence and if theoqd is satisfactory return the money to the
accountholder.
The Ministry shall issue regulations regarding pares for claiming Dormant Accounts.
The Ministry is required to publish information all Dormant Accounts once a year in three daily
newspapers available in the Republika Srpska aifehat one daily newspaper in the Federation and
in Brcko District.
The Agency shall issue Regulations governing tloeuat of interest and limiting the service charges
that may be assessed on Dormant Deposit Accounts,such time as they are transferred to the
Ministry.
Once the Dormant Deposit Accounts have been traesfethe accountholder is not entitled to be
paid any interest on this account.

Article 100
In conducting operations with persons related ®hhnk and in the name and in behalf of persons
related to the bank, bank cannot offer to that gensiore favorable conditions that to any other
person that is not related to the bank.
For the purposes of paragraph 1, persons relatéak toank are especially considered to be:
1. The Chairman and members of the SupervisoryBgaembers of the Management, members of
the Audit Board and members of their immediate famithin the third degree of consanguinity or
marriage, or persons who are living in the samesébold, or who have interconnected or joint
investments;
2. Individuals with Significant Ownership Interéstthe bank and members of their immediate family
within the third degree of consanguinity or mareagr persons who are living in the same household,
or who have interconnected or joint investments;
3. Legal entities holding any common shares, prefieshares or any voting rights in the bank;
4. Legal entities in which the bank holds Signifit®wnership Interest;

252



5. Legal entities in which Significant Ownershipdrest is held by same legal or natural person
holding Significant Ownership Interest in the bank;
6. Legal entities in which the holder of Signifitabwnership Interest, a member of the Supervisory
Board or Management is one of the persons mentionddr items 1 through 5 of this paragraph;
7. Related Entities, and the Related Entities lobhareholders of the bank.
Bank cannot grant loans to its employees thataget than the amount determined by the Agency’s
regulations.
Agency issues regulations ensuring implementatibnliritations determined in provisions of
Paragraphs 1-3 of this Article.

Article 101
No bank shall acquire, convert or transfer, orristrumental in the acquisition, conversion or tfans
of, money or other property if the bank knows on caasonably expect that the money or other
property are the proceeds of criminal activity sedi for the financing of any criminal activities.
No bank shall engage in a transaction that the laonkvs or can reasonably expect will constitute a
money laundering offense as defined in the LawhenRrevention of Money Laundering.
No bank shall convert or transfer, or be instrurakint the acquisition, conversion or transfer of
money or other property that the bank knows orreasonably expect to be used in terrorist activity
or for the support of people engaged in or suppgttrrorism.
Each bank shall establish internal control and comioation procedures in order to detect and
prevent transactions involving criminal activitieapney laundering, or those supporting terrorism
described in paragraphs 1, 2 and three in thicl&rti
Each bank shall take reasonable measures to siisffiyas to the true identity of any person segki
to enter into a business relationship with it, amrg out a transaction or a series of transactitisit,
by requiring the applicant to produce an officiakdment establishing the true identity of the perso
(ID card, driver's license, passport or other daffianeans of identity) and, in case of a legaltgnti
certificate of incorporation. Each bank shall ta&asonable measures to establish whether the person
is acting on behalf of another. If it appears tiwa person is acting on behalf of another perdum, t
bank shall take reasonable measures to estabédhui identity of such person.
Each bank shall also take reasonable measuresigfy stself as to the true identity of any person,
based on two documents (ID card and driver’s lieeps ID card and passport), seeking to carry out a
transaction where the amount is 30,000 KM or greatetwithstanding the number of transactions
necessary to execute the transaction. The Supgngmard, Management, and all employees shall
have a duty to automatically report promptly to #eistry of Finance — Prevention of Money
Laundry Department all transactions that are 30)QBPDor greater as well as any other transactions
or any other activity of the bank which he knowscan reasonably expect will violate the provisions
of paragraphs 1, 2, or 3 of this Article and tovide such information as the Prevention of Money
Laundry Department, Tax Administration, or the Aggnshall request. Providing information
pursuant to this Article shall not be regarded diselosure of professional secrets.
The Director of the bank will block deposit accaumaind such other property and assets of natural
persons and legal entities upon presentation ofitbew or faxed order issued by the Prevention of
Money Laundering Department, or the Agency to do so

Article 102
The Agency shall prescribe requirements to be netnwopening an account with a bank having its
headquarters outside Republika Srpska.
The Agency may also prescribe special requiremémtbe met by banks providing payment
transaction services in accordance with regulat@mmpayment transactions.

VIl - ACCOUNTING, AUDITING AND CONTROL

Article 103
A bank and its Subsidiaries shall maintain atiaiet, precise and updated accounts and records, and
prepare annual financial statements, adequate flectréheir respective operations and financial
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condition, in such a form and with such a contehicl is in accordance with the law, international
accounting standards, and regulations of the Agency

The accounts, records and financial statementsdahé shall also reflect the operations and firglnci
condition of its Subsidiaries both on an individaal on a consolidated basis.

Article 104
Banks and their Subsidiaries shall each appoinindapendent external auditor acceptable to the
Agency who shall:
1. advise the bank on implementation of accourdtagdards;
2. prepare and submit to the bank Management amahmeport together with an audit opinion as to
whether the financial statements give a full, aataiand true presentation of the financial conuitio
of the bank, in accordance with the provisionshig t.aw and regulations of the Agency;
3. inform the bank's Audit Board, Supervisory Bqgaklanagement and the Agency about any
fraudulent act by an employee of the bank or a ididry of the bank, and of any irregularity or
deficiency in the administration or operationsh bank or a Subsidiary of the bank, of which he/sh
has become aware and which should be expectedstdt ie a material loss for the bank or the
Subsidiary;
4. comment in the annual report to the bank’s ABdiard, Supervisory Board, Management, and the
Agency on the effectiveness of the Internal Audénd the system of internal controls.
At the request of the Agency each bank shall progmptovide supplemental information and
auditor's opinions about the banks and their Sidr#d at the expense of such a bank or its
Subsidiaries.

Article 105
Each bank shall, within 75 days after the end efgteceding financial year, submit to the Agensy it
financial statements and its external auditor'srefor the preceding financial year within 5 masth
after the end of the preceding financial year. Witth days upon the receipt of the external auditor
report each bank shall publish the report in alibted form in one or more daily newspapers
available throughout Bosnia and Herzegovina andhptly inform the Agency about it submitting a
copy of the published external auditor's report.
In addition to publishing the audited annual repattthe end of each six months, the Bank is requir
to publish an non-audited semi annual report whicludes a balance sheet, including all off-balance
sheet items, an income statement and a cash flatesrgent, as well as information containing names
of members of the Supervisory Board and Managemeateach of the bank’s shareholders owning
5% or more of shares with voting rights. The Bamkequired to publish the report from Paragraph 3
of this Article within 30 days after the expiratiof the first six months period in one or more loca
newspapers available throughout Bosnia and Herzegoand must continuously make copies
available to the clients at each location of tel@rdows.

Article 106
The bank is required to prepare and submit to tlgenBy reports on its operations, liquidity,
solvency, and profitability, and those of its Suliiies, on an individual and a consolidated basis,
such a form, contents and at such intervals asiioesl by the Agency.
Every bank and each of its branches establishéukifrcko District as well as any branch of a bank
headquarters outside the Republika Srpska shallibject to all supervisory activities by the Agency
in accordance with the Agency’s regulations.
Banks and banks’ branches from Paragraph 2 offthisle shall admit and cooperate fully with the
controllers of the Agency and the auditors appairtethe Agency.
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VIII - PROCESS OF BANKRUPTCY AND BANK LIQUIDATION

Article 107
A bank shall conduct the process of bankruptcyteamk liquidation under a separate law if that issue
is not regulated otherwise by this Law.

IX - PROVISIONAL ADMINISTRATION AND LIQUIDATION

Article 108
The Agency can appoint a Provisional Administratben it assesses that:
1. the law, any regulation, or decision of the Agerhas been violated, seriously jeopardizing
interests of the bank's depositors;
2. the way the bank has been conducting its operdtas caused or is likely to cause a substantial
deterioration in the level of the bank's capitalfioancial condition, or other serious risk to the
interests of the bank's depositors;
3. the bank has violated and continues to viokgellations from the Article 125 of this Law;
4. books, papers, records, or assets of the bark ligen concealed or withheld from the Agency or
its examiners or auditors, the bank has renouncedsa of such authorized persons to the bank's
books;
5. requests for a Provisional Administrator madethyy Audit Board, the Supervisory Board, the
Director or the General Meeting of Shareholderthefbank are found to be justified;
6. the capital of the bank is less than 50% ofctiy@tal required pursuant to the Article 90, Paaipbr
3 of this Law;
7. the bank is not paying its financial obligatioas they fall due consistently for 15 days or
inconsistently for 30 days during a period of 4ggja
8. in a bank whose banking license was revoked, necessary to protect depositors’ interests until
Receiver is appointed.

Article 109
A bank shall be deemed to be insolvent when thenfgein accordance with its issued regulations,
determines that the value of its liabilities isajes than the value of its assets.
In the process of solvency determination, the valfighe assets and liabilities of a bank shall be
determined in accordance with valuation standarus @ocedures prescribed by regulation of the
Agency; and in determining the value of the asseid liabilities of a bank for a future date, the
reasonably anticipated future income and expengélkeobank until that date, shall be taken into
account.
The Agency must revoke the license of any bank ithdéems to be insolvent, and must initiate a
liquidation process of that bank, or must submiéguest to the authorized court for initiation loé t
bankruptcy process.
The Agency's decision on revoking a banking licestsal be final.

Article 110
The Provisional Administrator shall be appointedab®ecision of the Agency giving the grounds on
which the appointment is based, in accordance th@hArticle 108 of this Law.
Decision on appointment, revoking or any extensibmandate of a Provisional Administrator shall
be promptly delivered to the Provisional Adminigtraand to the bank for which the Provisional
Administrator has been appointed, and publishetieérOfficial Gazette of the Republika Srpska, and
registered in both, the register of banks, purstmihie Article 18 of this Law, and the court régis
at the authorized court.
The Provisional Administrator will have absolutenmmity from and be protected against any
liability, personal and official, for action or icion, or decision taken within the scope of duties
the Provisional Administrator. The Provisional Adistrator may not be prosecuted in any court so
long as the Provisional Administrator is actingyood faith within the provisions of this Law.
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Article 111
The Provisional Administrator shall have unreséictccess and right to control the premises of the
bank, the financial assets, the books of accouthtodimer records, and all other assets of the badk a
its Subsidiaries.
Immediately after being appointed, the Provisiofdministrator shall take protective measures to
secure and prevent dissipation by theft or misisseaf the assets and records of the bank and its
Subsidiaries.
In undertaking measures from their scopes of aitthdvoth the Agency and Provisional
Administrator have power to request assistance faoithorized bodies in charge of internal affairs
and other authorized bodies.

Article 112
The Provisional Administrator shall be responsiioleconserving the assets and assuming control of
the operation of the bank and making a determina®to whether to continue the operations of the
bank.
During the tenure of the Provisional Administratdra bank, the powers of the Supervisory Board,
Audit Board, Management, and shareholders of thek ta take decisions or actions shall be
suspended.
The Provisional Administrator shall have all themeos of such Supervisory Board, Audit Board,
Management, and shareholders, in accordance vétAglency’s decision on his/her appointment.
The Provisional Administrator may immediately suspeéhe powers of the bank representatives on
the Supervisory Board, Management and General kigefi Shareholders of the bank’s Subsidiaries
and in all of the bank’s Participation Interestsl @xercise directly or through appointees all pewer
of such representatives.
The authorities of the provisional administrataslide:
1. sell assets and purchase liabilities of the basknay be necessary to conserve the appropriate
value of the bank or to protect the interests efdbpositors and other creditors of the bank;
2. cancel or unilaterally amend agreements the sk signed, including suspension of interest
accruals and change of interest rates, fees angrityadates and may offset loans with deposits held
by the same natural person or legal entity;
3. issue orders concerning dismissal, demotioneonpbrary removal from a position, or the
distribution of responsibilities between the bamigployees;
4. suspend the acceptance of deposits by the bank;
5. sign any contracts and documents and accejditieghin the name of the bank;
6. lodge claims in the name and interests of timé b@nd represent the interests of the bank intcour
7. suspend the payment of any kind to memberseoStipervisory Board, Management, Audit Board,
and shareholders of the bank;
8. make the pay-out of deposits of natural depsito such depositors, within the funds available
and on a pro-rata basis if applicable.
Subject to the availability of reserves for primst 1 and 2 of Article 119 of this Law, the maximum
amount to be paid out per natural depositor steathle aggregate of all of his or her deposits dess
legal or contractual debt owed to the bank by thtunal depositor or 5,000 KM, which ever is
smaller.
The deposits shall exclude funds kept in any adcatnereby the account title is not transparenbas t
its ownership or any hon-nominative deposit or @&skept in a bank's safe deposit box. Also excluded
shall be deposits, loans or any other transacttorwhich the natural depositor has obtained rates,
whether preferential or otherwise, and/or any offre@ancial concession from the bank which may
have helped to aggravate the bank'’s financial tiomdi
The bank's Supervisory Board members, Managemistelsolders of at least five (5) percent of the
bank's capital and persons responsible for carrgingthe statutory audits of the bank's accounting
documents are not entitled to any pay-out.
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The immediate family members within the third deg consanguinity or marriage of persons
mentioned in the previous sentence as well as ffartes acting on behalf of the same persons are
also not entitled to any pay-out.

9. with the approval of the Agency, may make thg-gat of deposits of legal entities and other
depositors on a pro rata basis after paying onveggefunds for the higher priorities and reserving
funds for operation and expenses. The Provisiodahifistrator will comply with other requirements
in item 8 of this Article;

10. file a request with the Agency for issuing aigien to all banks in the Republika Srpska to eeas
payments from accounts of defaulting debtors oftihek under provisional administration and/or
those debtors’ guarantors and their Related Estitiehich they have in other banks, until those
liabilities are fulfilled;

11. requiring that all transfers of common and @mefd shares including the sale, assignment, or
pledge must have the prior written approval ofRinevisional Administrator and the Agency.

The Agency is required to review and act within d&ys in accordance with the Provisional
Administrator’s requests from paragraph 5, itenofLthis article.

The Agency’s decision in Paragraph 5, item 10 of &rticle and in Paragraph 6 of this Article, ¢s t
be implemented as the first priority claim befomy ather payment order and before any other
collection as determined by other laws.

The Provisional Administrator may delegate sombisfauthority to others.

The Provisional Administrator is obliged to implemdaws, regulations, and orders issued by the
Agency.

Article 113
The Provisional Administrator shall present a wenttreport to the Agency on the financial condition
and future prospects of the bank with a pro forrakatce sheet and documented assumptions on
which the analysis is based, including data regardhiterest rates and asset recovery measures, asse
holding costs, and contingent liabilities, withif Bays upon his appointment, unless this period is
affirmatively extended by the Agency.
In his report from the Paragraph 1 of this Artidlee Provisional Administrator shall propose one or
more of the following measures:
1. revoking of the banking license, and liquidatafrthe bank, with an assessment of the amount of
assets likely to be realized in a liquidation of thank;
2. restoration of the bank including an increasthnbank's capital to the minimum level requirgd b
the law and the regulations of the Agency;
3. sale of any part of the assets and/or purchidgbdities of the bank or sale of the bank;
4. merge or acquisition of the bank with anotheriba

Article 114
Within thirty days of the receipt of the reporttbe Provisional Administrator, the Agency shallgak
a final decision to revoke the banking license &mdiquidate the bank, unless the report of the
Provisional Administrator includes one of the measuisted in Article 113, Paragraph 2, items 2
through 4 of this Law.
Taking decision based on proposed measures ingpertr of the Provisional Administrator the
Agency shall evaluate, among other, the need tteprdhe interests of the depositors and other
creditors of the bank, and determine that thererassonable prospects that such plan can be
successfully carried out within 12 months of theisien made by the Agency upon the report of the
Provisional Administrator.
The Agency may change or amend the plan proposédebyrovisional Administrator when adopting
the plan or during the implementation of the plan.
After revoking banking license based on Provisiohdininistrator's report and making decision on
bank liquidation after considering bank’s assetd &abilities, the Banking Agency, at its own
discretion, may do the following:
1. Appoint a liquidation administrator in accordamnith Article 116 of this Law, in both cases when
the amount of liability is and when it is not largidan bank’s asset amount. The liquidation
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administrator shall liquidate such assets undentbst favorable conditions achievable and with the
Agency’s approval and shall use such generatedsfuadpay out financial commitments in the
priority order from Article 119 of this Law.

As for the rest of assets and liabilities, whicluldonot be liquidated in a reasonable period oftim
the Agency may, at its own discretion and basetheniquidation administrator’s proposal, submit to
an authorized court a request to commence bankrpptcedure, or

2. Directly submit to an authorized court a requestommence bankruptcy procedure and to appoint
bank’s Bankruptcy Administrator. Notwithstanding yring to the contrary in the Law on
Compulsory Settlements, Bankruptcy and Liquidafyocedures, only the Agency may apply for a
bankruptcy of a bank.

Article 115
All litigation against the bank will cease on tingiation of liquidation of the bank

Article 116
The powers of a Provisional Administrator shall expan:
1. the Agency's decision or the completion of l@s/mandate as specified in the decision on his
appointment or in a later decision to extend higdade;
2. the Agency's decision to revoke banking licesfsie bank and to order liquidation of the bank;
3. the Agency's decision to appoint a Receivehefttank; or
4.authorized Court Decision on Bankruptcy Admirdgir appointment.

Article 117
If, based on the Provisional Administrator's repthré Agency decides to sell, merge, or liquidate t
bank, it may appoint a Receiver to implement tleisision.
The Agency's decision to appoint such a Receivall Sle in writing, explaining reasons for such an
appointment in accordance with the Paragraph hisfArticle.
Person appointed as a Receiver shall meet all regants regarding expertise, experience and
trustworthiness prescribed by the law and reguliatiof the Agency.
The order of appointment, termination, or extengiba Receiver shall be promptly submitted by the
Agency to such a Receiver and to the bank for wtiiehReceiver was appointed, as well as published
in the Official Gazette of the Republika Srpskad aegistered in both, the register of banks pursuan
to the Article 18 of this Law, and the court regisbf the appropriate court.
From the date of the appointment of the Receiviérp@wvers and rights of members of the bank
Supervisory Board, Management, Audit Board, andisashareholders shall be terminated.
From the moment of the appointment of the Rece@émpowers, authority, and ownership rights of
members of the Supervisory Board, Management, ABddrd, and shareholders of the bank are
terminated.
Within 7 days after receiving the Decision on Apygoient, the Receiver is required to announce in at
least three daily newspapers available in the Ré@uBrpska and at least one in the Federation and
one in the Brcko District a notice that all credit@re required to register their claims against th
bank with the liquidation administrator within 68y of the date of publication of this notice.
Within 30 days after the first publication, the Reer is required to publish a second creditorsiceo
in at least three daily newspapers available irRépublika Srpska and at least one in the Federatio
and one in Brcko District.
The Receiver will have immunity from and be progelcagainst any liability, personal and official; fo
action or inaction, or decision taken within thepe of duties as the receiver. The Receiver may not
be prosecuted in any court so long as the rec&wvacting in good faith within the provisions ofgh
Law.
Offsetting of claims against counterclaims of akbare only possible in accordance with the list of
priorities determined in Article 119 of this Law.
The Receiver is required to act in accordance Vaith, regulations, and Agency’s orders, and for
performance of his/her authorities and responsi#sli he/she is accountable to the Agency.

25¢



In addition to all authorities invested in a Prommal Administrator in accordance with the Article
112 of this Law, the Receiver shall be authorizegdrform the following:

1. sell assets and redeem liabilities of the bpakijally or as a whole;

2. sell the bank or merge the bank with anothek psubject to the approval of the Agency;

3. liquidate the bank, and, in connection therewdicide on the validity of claims against the bank
make payments regarding such claims.

The procedures for determination of claims and aliap of assets and liabilities of a bank in
liquidation shall be determined by regulation af hgency.

During the execution of the plan for sale or mefa@he bank, the receiver shall report to the Axyen
on implementation of the plan, no less frequertigntevery three months.

During the execution of the plan for sale or mengiethe bank, the Agency, after having received a
written report of the Receiver, may cancel the @lad decide to liquidate the bank.

Article 118
If recommended by a Provisional Administrator dReceiver, the Agency may declare deposits and
other liabilities of the bank to be totally or palty blocked. The decision from the Paragraph théf
Article shall be issued by the Agency only to elsarcorrect and complete implementation of the
Provisional Administrator's plan, or the functiasfsthe receiver, who is authorized and in charge of
implementation of such a decision in such a maaedp exercise a maximum protection of the value
of deposits and funds in the bank.

Article 119
In the process of liquidation or bankruptcy, thikdfeing priorities of claims shall be observed:
1. Debts of a bank that is being liquidated whiesutted from advances of funds to the bank, orrothe
obligations created during the provisional admmisbn of a bank or liquidation pursuant to this
Law;
2. Claims by secured creditors, up to the valughei security;
3. Claims of the Deposit Insurance Agency of Bosaml Herzegovina for reimbursement of
payments of deposits belonging to natural persoddegal entities up to a maximum as set out in the
Law on Deposit Insurance of Boshia and Herzegovina;
4. Deposits of natural persons and legal entitiezuighout Bosnia and Herzegovina up to a maximum
per depositor as set out in the Law on Depositrarste of Boshia and Herzegovina , which were not
otherwise paid by the Deposit Insurance Agency o$riia and Herzegovina under item 3 of this
Avrticle;
5. Other deposits, including deposits of naturatpes throughout Bosnia and Herzegovina above the
amount per depositor set forth in the Law on Depbssurance of Bosnia and Herzegovina not
already paid under item 4 of this Article;
6. Dormant Deposit Accounts transferred to the btimi
7. Claims by other creditors;
8. Claims by preferred shareholders;
9. Claims by common shareholders.
In the procedure from Paragraph 1 of this Artipg@yment of bank’s liabilities to the members of the
Supervisory Board, Management, members of the ABaliird, shareholders of at least 5% of voting
rights, Related Entities and Related Banks will daspended until all liabilities to other bank’s
creditors are fully fulfilled.
Third parties acting on behalf of natural personkegal entities mentioned in the previous paralgrap
as well as the immediate family within the thirdgtee of consanguinity or marriage of the same
natural persons are also not entitled to be paid alh liabilities to other bank’s creditors arally
fulfilled.

X - LIABILITIES AND RESPONSIBLE PARTIES

Article 120
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The sale of property, redemption of liabilitiesdisposition of assets and liabilities, or sale @rger

of a bank shall be conducted by a Provisional Adstriator or a Receiver appointed by the Agency in
a manner which shall:

1. maximize the price of such a sale or dispositbmmsistent with the goal of protection of deparsit
and other creditors of the bank;

2. ensure fair competition among potential purciease merger partners;

3. prohibit any kind of discrimination in the sotation and consideration of offers; and

4. ensure that the acquirer or merger partner, rson or a bank majority owned and controlled by
private owners, unless, with the written author@abf the Agency, a state owned bank which has a
privatization plan approved in writing by the autlzed state entity or a bank that is majority owned
by a foreign state or government.

Article 121
A bank can be declared through court proceedingoresible individually or jointly with other banks
or business companies for the liabilities of a bankusiness company, which is insolvent or dedlare
bankrupt, provided there are evidences that th&dand business companies were placed under a
situation of related management.
A situation involving related management can refsaln agreements among the bank and/or business
companies or from their respective by-Laws or wlie@ Supervisory Boards are made up of a
majority of the same persons, persons relatedetidmk as defined in Article 100 of this Law, oe th
majority of the shares are held by the same persons

Article 122
Bank Shareholder is responsible for bank obligatian to the level of his share in the bank.
Exception of provision in Paragraph 1 is in caségmbank is in bankruptcy or is insolvent where
bank shareholders, members of its Management aper@sory Board, as well as other legal entities
and individuals (who had a direct or indirect igfice to bank’s operations) will bear responsihility
jointly or individually, for bank’s obligations wittheir entire property. These cases include:
- when a bank is used for fulfilling goals opposaegoals of the bank as determined by the Law; or
- when there was no difference between bank prpprtl personal property of the above listed
persons; or
- when banks operated with a purpose to commitdfi@gainst its creditors or against interest of the
creditors; or
- when a cause for bankruptcy or insolvency ofliliek is found in intentional poor management or
lack of attention in managing the bank.

XI - PENALTY PROVISIONS

Article 123
A monetary fine of KM 5,000 to 17,000KM shall begdosed on the bank or another legal person for
a violation if it:
1. engages in receiving money deposits or extendiadits without the permission of he Agency
contrary to provisions in Article 2, Paragraph 1;
2. uses words in its name that are contrary toipiavs of Article 2, Paragraph 3 of this Law;
3. directly or indirectly engages in collecting dsjts as described in Article 3 of this Law;
4. continues to conduct banking activities after banking license has been revoked, contrary to
provisions in Article 21, Paragraph 4 of this Law;
5. does not discontinue its assets and pay itditied in accordance with Article 21, Paragrapbf4
this Law;
6. does not maintain paid in share capital andagital in accordance with Article 22 of this Law;
7. does not comply to provisions on the limitati@i®wnership structure from Article 23, Paragraph
1 of this Law;
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8. if a bank, without obtaining the approval of #hgency, makes an investment in contravention of
Article 24 of this Law;

9. without the prior consent of the Agency, engagesctivities concerning mergers, amalgamations
and divisions of the contrary to provisions in Al&i 28, Paragraph 1, and makes changes and
amendments to its Charter, contrary to provision&riicle 32, Paragraph 3 of this Law;

10. does not conduct its activities in accordawncistby-laws, contrary to provisions in Article 82
this Law;

11. does not submit the necessary documents foAdgeacy's files, in accordance with Article 32,
Paragraph 2 of this Law;

12. appoints the Chairman or members of the SupmnwiBoard, the Director and the Management
non conforming with provisions of Article 80 of hiLaw;

13. if the Supervisory Board, the Management or b of their immediate family living in the
same household fail to submit signed disclosuttestant in accordance with Article 82 of this Law;
14. does not keep business secrets in accordatitéheiprovision from Article 83 of this Law;

15. establish a bank branch or representativeeofffiziolation of Article 84 of this Law;

16. conducts business contrary to provisions inckrB86 of this Law;

17. conducts business contrary to provisions fratickes 88 and 89 of this Law;

18. engages in transactions or participates iwvities that present unfair competition in the fineah
market, contrary to provisions in Article 88 ofghiaw;

19. does not comply to limitations in business apens, as described in Articles 90-96 of this Law;
20. does not maintain records and documentatiotsdransactions in accordance with provisions in
Article 97 of this Law;

21. does not regularly inform its customers on ¢baditions of its operations, in accordance with
Avrticle 98 of this Law;

22. conducts transactions with related persondragnto provisions in Article 100 of this Law;

23. participates in transactions contrary to priows of Article 101 of this Law;

24. does not appoint an independent external aydit@ccordance with provisions in Article 104 of
this Law;

25. does not submit a financial report and theragieauditor report to the Agency, or fails to psbl
the financial information in accordance with Arésl105 and 106 of this Law;

26. does not cooperate with the Agency in the m®ad its bank examination, in accordance with
provisions in Article 106 of this Law.

For violations from Paragraph 1 of this Articlegtiime period for discovery of the violation is
limited to three years. After discovery of the gitibn, the time period for submission of the vimat

to the Violation Committee is limited to one year.

For violations from Paragraph 1 of this Article,neonetary fine can be imposed that will be in
proportion to the level of created damage or ulegkttability, which cannot be greater than twenty
times the level of created damage or unsettleditiathat is the subject of the violation.

Upon a specific finding of willful misconduct, théolation Committee may determine that each day
the violation continues shall be considered todparte offense.

For violations from Paragraph 1 of this Articlegtiesponsible person and the person who actually
committed the violation in the bank, or anotherlegntity, will be charged with a monetary fine of
1,000 KM to 1,700 KM.

All monetary fines stipulated in this Article wille paid to the Republika Srpska budget.

Establishing of responsibility and pronouncing ofasures under this Law do not exclude
establishing of responsibility and pronouncing @asures determined by other Laws.

Article 124
Violation procedure in the first instance shall cmnducted and decisions taken by the Violation
Committee appointed by the Agency Director in adeoce with the Law.
The Violation Committee has three members and aasdbe violation procedure in accordance with
the Law on Violations and this Law.

Article 125
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The measures provided for in this Article shalldeéermined in each particular case by the Agency.
The Agency may take one of the following actiongpesvided in this Article in regards to a bank or
any of its Supervisory Board or Management membemgployees, persons that have Significant
Ownership Interest, or any Related Entity thereof:

1. issue written warnings;

2. call a meeting of the shareholders of the banthe other owners of the bank to discuss and to
agree on remedial measures to be taken;

3. issue written orders:

(a) requiring the bank to cease and desist fronh sumations of this Law and regulations of the
Agency, or to undertake remedial action;

(b) and imposing special prudential requiremeng thiffer from those normally applicable to such
bank;

4. issue written orders containing prescriptionscesning the rate of interest, maturity or other
conditions applicable to any type or form of finamrextended or received (including deposits) by
the bank, or to contingent liabilities of the bank;

5. issue written orders imposing monetary finesadeordance to this Law; 6. issue written orders
suspending temporarily members of bank's Supervi@ward, Management or employees from
duties in the bank where:

(a) the Agency determines that such persons havendted one of the violations set forth in Article
123 of this Law ; or

(b) such persons do not meet the requirements alifigations, experience, or other conditions
established by regulation issued by the Agency;

7. issue written orders prohibiting that one or enpersons with Significant Ownership Interest i& th
bank from exercising voting rights, or requiringmh to sell or otherwise dispose of all or any pért
their ownership rights in the bank in accordancthwhie Law and within a period specified in the
order, where:

(a) the Agency determines that such persons haeationally or recklessly committed one of the
violations set forth in Article 123 of this Law ;

(b) the Agency learns of facts that would warraftisal of an authorization to acquire or increase t
Significant Ownership Interest; or

(c) the Significant Ownership Interest was acquivethcreased without the prior authorization af th
Agency;

8. issue written orders attaching conditions toliaeking license of the bank to the extent requioed
remedy such commercial infraction;

9. with the agreement of the Supervisory Board Agency may appoint an adviser for the bank with
the duties and responsibilities prescribed by thenky;

10. appoint an external auditor at the expensée@bank to perform a financial or operational audit
under terms of reference provided by the Agency;

11. appoint a provisional administration in acco@with provisions of this Law; 12. revoke the
banking license of a bank.

In the event the Agency determines to take an mdi@&t out in items 3, 9, 11, and 12 it shall also
notify the Deposit Insurance Agency of Bosnia amizdgovina.

In the event of Agency’s order for sale of all @rion of common or preferred shares with voting
rights, the potential buyer must receive Agencypraval first.

If any person referred to in Paragraph 2 of thische is charged with any criminal offense withiret
Financial and Economic scope of crime, the Agenay rasue a written order temporarily suspending
such person from his or her position in the bamnki, & applicable, suspending the exercise of yptin
rights in the bank by such person, pending therahétation of the legal case.

If the person from the Paragraph above is convibietegally valid verdict, the Agency may issue a
written order removing such person from his orpsition in the bank, and, if applicable, prohifugti
the exercise of his or her voting rights in thelband requiring him or her to dispose of all or any
part of his or her ownership interest in the bank.

If any person referred to in Paragraph 2 of thische is charged by the Agency with violation of an
Order of the Agency or any part of Article 123 loétLaw, and that person’s actions pose a immediate
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threat to the bank’s financial condition or to #afety of its financial operations, the Agency may
issue a written order immediately and temporanigpending that person from his or her duties and
responsibilities in the bank, and, if applicablgsmending the exercise of voting rights in the bank
This temporary suspension may not exceed 45 daydin@ a final determination by the Violation
Committee.

No prior notice or hearing is required for writterders issued under this Paragraph.

No person may hold any position in, or particigatany manner in the conduct of the activity ofy an
bank without the prior written approval of the Aggnf he or her is subject to an Order of the
Agency:

1. suspending or removing him from a bank;

2. prohibiting the exercise of his Significant Owstap Interest in a bank, or requiring him to dispo
of a Significant Ownership Interest in any bank tluan intentional or reckless infraction; or

3. involving him or her in a criminal activity purant to Paragraph 3 of this Article.

The Order from Paragraph 5, Item 3 of this Artiolay be issued against any person within five
years after such person ceases to be a membeg &ughervisory Board, Management, Audit Board,
shareholder, employee, or holder of Significant @wship Interest in a bank.

In the event that any person is required to sellispose of voting shares of a bank pursuant to an
order issued in accordance with this Article andsdnot do so within the prescribed period of time,
the Agency is authorized to sell such voting shatepublic auction, except in the case when the
license is revoked because of the lack of solverfitiie bank.

A complaint concerning any Decision of the Agenaken under this Article may besubmitted to the
Director of the Agency within 8 days from the dafeeceipt of the decision.

However, any complaint submitted will not delay theplementation of the Decision. The measures
provided in this Article shall not preclude apptioa of other civil penalties or criminal penaltias
provided in other legislation in force.

If a bank has been found to commit a violation unflgicle 123 of the Law, and the Violation
Committee has issued a final order imposing mowetiaes, and the Violation Committee finds
second violation any time within the next six manfbr the same or similar conduct, the Violation
Committee must direct the Agency to proceed to @m@nt one or more of the actions from
Paragraph 2, items 6, 7 and 8 of this Article.

In event a third violation is committed by the sabamk within 6 months of the second violation as
determined by the Violation Committee involving tlsame or similar conduct, the Violation
Committee must direct the Agency to implement Paaly 2, item 12 of this Article.

Xl TRANSITIONAL AND FINAL PROVISIONS

Article 126
Licensed banks must comply with Article 22 of th&wv as of December 31, 2002 at latest.

Article 127
All banks licensed for banking operations by theeAgy are required to adjust their business
operations with the Law on the Deposit Insuranc8a$nia and Herzegovina, and must qualify for
deposit insurance within one year after the LawhenDeposit Insurance of Bosnia and Herzegovina
becomes effective.

Article 128
The Agency shall adjust its regulations with thiawL within 4 months after this Law becomes
effective.
Regulations from paragraph 1 of this Article shial published in the Official Gazette of the
Republika Srpska.
Regulations promulgated by the Agency in accordanith this Law, as well as the Agency’'s
activities regarding implementation of its authiestpromulgated by law, are based on elementary
principles for efficient banks supervision publidh®y the Basel Committee for bank supervision.
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Article 129
Banks are required to adjust their business omeratiith the provisions of this Law within 6 months
from the day this Law becomes effective, excludingvisions from Articles 16 and 22 of the Law
whose time limit for implementation is defined imtisles 126 and 127 of this law.

Article 130
Conditions for establishment, business operationd eessation of operation of other financial
institutions will be regulated by separate laws.

Article 131
As of the date this Law becomes effective, the lbamBanks ("Official Gazette of Republika Srpska"
No. 18/99), and the Law on Changes and Amendmentiset Law on Banks ("Official Gazette of
Republika Srpska” No. 13/00, and 18/01) shall bexomnil and void.

Article 132
This Law shall become effective immediately andlisha published immediately in the "Official
Gazette of Republika Srpska”.

Number: 01-343/03 President
April 30, 2003 of the National Assembly
Banja Luka Dragan Kalini ¢, MD [signed]
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ANNEX XlIl. LAW ON PROTECTION OF SECRET DATA

Published in Official Gazette of BiH no.54/05 ,ah@®9/08/2005

Unofficial translation

Under Article IV 4 a) of the BiH Constitution, ti&H Parliamentary Assembly, at the session of the
House of Representatives held on 19/07/2005 arsibsesf the House of Peoples held on 28/07/2005
2005, adopted the following

Law on Protection of Secret Data
CHAPTER | - GENERAL PROVISIONS

Article 1

(Scope of the Law)

This Law shall regulate common bases of a singsesy of designation, access to, use, keeping and
protection of secret data from unauthorized disgi®sdestruction and abuse within the competence
of Bosnia and Herzegovina, entities and other fevel government structure of Bosnia and
Herzegovina pertaining to public security, defenfmreign affairs or intelligence and security
activities, declassification of such informatiomdasecurity clearance procedure and issuance of
security authorization to access secret data.

Article 2

(Application of the Law)

Provisions and arrangements of the Law on ProteatioSecret Data (hereinafter: the Law) shall
apply to all institutions, bodies, legal entitiesdecitizens of Bosnia and Herzegovina and shall be
observed by state and entity bodies, holders oflipuiffices, bodies of local administration,
administrative bodies at all other levels of thevggoment, economic and other organizations and
institutions which in the exercise of their ownadég@uthorities produce, have access to and use such
data, as well as employees in such bodies, orgamsaand institutions.

Article 3

(Application of the Law on other legal and physicapersons)

(1) Contractors who perform construction and otherks, service agents for IT and other equipment
as well as suppliers who have been provided with snformation in performance of their work shall
also be obliged to comply with this law.

(2) Any person to whom secret data are confidedhar in any other way is informed of the contents
of secret data shall be responsible for its safgkgeand protection of its secrecy.

Article 4

(Connotation of the used terms)

Terms used for the purpose of this law shall mesfoléows:

a) Secret datashall mean a fact or instrument which pertainth®public security, defence, foreign
affairs or intelligence and security activities Bbsnia and Herzegovina which, pursuant to the
provisions this law, require protection againstutharized persons and which were marked as secret
by the responsible person,

b) Secret data of another state, international or reginal organization shall be information which
was communicated to Bosnia and Herzegovina andforcompetent bodies by another state,
international or regional organization and/or itslies under assumption that such information shall
remain protected, and all data obtained as a rekutioperation of Bosnia and Herzegovina andgor it
responsible bodies with another state or bodiastefnational or regional organization with respect
to which the parties agreed that they should rersaaret, shall be treated as secret data of another
state, international or regional organization.

¢) A document shall be any written, printed, drawn, copied, plgodphed, stored on data carrier or
base, visible or any other record of secret data,

d) A medium shall be any instrument, which contains secre&trintion,
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e) Classification of datashall mean a procedure in which such data areifitab®s secret with
specific character, degree and period of classifinan accordance with this law,

f) Accessshall mean a procedure in which a person obt&@asetdata or possibility to communicate
secret data to a person on the basis of an audliornzo access secret data.

g) Useof secret data shall mean a procedure of use of dai@ by authorized persons in the exercise
of their duty, subject to protection of the souaoel method in which it was obtained.

h) Safekeepingof secret data shall mean a prescribed procedureagitaining the authenticity of
data and preventing their disclosure, destructioth @use by unauthorized persons, bodies, public
information media, organization or institution.

i) Protection of secret data shall mean a physical and matex@@irical procedural act, activity or
procedure aimed at prevention of destruction, nusggriation or abuse of secret information,

j) Declassification of data shall mean any legal transformation ofretedata into data which is
accessible to interested parties pursuant to geregralations passed by the responsible body,

k) Security clearance procedureof a person shall mean a process conducted, bifergerson takes
office in which he or she has, or there is a pddsilbo have, access to secret data, by an autbdri
body whose responsibility is to obtain informatmm possible security-related concerns for exergisin
office.

[) A security authorization shall mean a document on the bases of which apevho has been
subjected to security verification and for whomréhere no security-related concerns satisfies
conditions to be allowed access, use, protectionsafekeeping of secret data,

m) Security-related concernsshall mean information or facts obtained in theusiéy clearance
procedure which raise doubts as to the trustwaesor loyalty of person proposed for a certain
office or nominated as a holder of a security atitiation.

n) Threat to the integrity of Bosnia and Herzegovinashall mean an objective threat or act of
aggression against the constitutional system, iexlégpnce, territorial entirety, integrity, sovereign
security, defence capacity and international suivjgcof Bosnia and Herzegovina.

Article 5
(Access to secret data of all degrees)
(1) Notwithstanding the provisions of this Law, ess to secret data of all degrees without a sgcurit
clearance or issuance of the authorization to acsesret data shall be accorded to the following
persons:
a) Members of the Presidency of Bosnia and Herzegov
b) President and Vice-Presidents of the Federati@iH and Republika Srpska,
¢) Judges of the Court of Bosnia and Herzegovird @onstitutional Court of Bosnia and
Herzegovina,
d) State Prosecutor of Bosnia and Herzegovina,
e) State Attorney of Bosnia and Herzegovina,
f) Judges of all courts in the area of the Fedenatif Bosnia and Herzegovina and Republika
Srpska,
g) Prosecutors at all levels in the Federationief &d Republika Srpska,
h) Public Attorneys at all levels in the FederatodBiH and Republika Srpska.
(2) Persons referred to in Paragraph (1) shall balye access to secret data required for exercising
their duties in accordance with the law and mayreqtire access to documents which do not relate
to the issues from their competency.

Article 6
(Access to secret data of the degree RESTRICTED ar@ONFIDENTIAL)
(1) Access to secret data of the degree RESTRICaR® CONFIDENTIAL, without a security
clearance and authorization shall be accordedllasvi
a) At the level of Bosnia and Herzegovina:
1) Chair, Ministers and Deputy Ministers of the ColieiMinisters of Bosnia and
Herzegovina,
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2)
3)
4)
5)
6)
7

8)
9)

Director General, Deputy Director General and lospe General of the
Intelligence-Security Agency of BiH,

Director and Deputy Directors of the State Investimn and Protection Agency,
Directors and Deputy Directors of the State BoiSkenvice

Heads of bodies or legal entities which have thametency and exercise duties
within the scope of the areas stated in Articlef 8h¢s Law and which are not
separately mentioned in this Article,

Members of the Collegium of the House of Repredemtmand House of Peoples
of the Parliamentary Assembly of Bosnia and Herzegn

Representatives in the House of RepresentativeDatehates in the House of
Peoples of the BiH Parliamentary Assembly,

Governor and Vice-Governor of the Central Bank oflia and Herzegovina,
Ombudsman of Bosnia and Herzegovina and his deputie

b) At the level of the Entities of Bosnia and Hgyagina:

1)
2)
3)

4)

Prime Minister and Ministers in the Governmentstad Federation of BiH and
Republika Srpska,

Members of the Collegia of Legislative Bodies o€ tRederation of BiH and
Republika Srpska,

Representatives in the Legislative Bodies of theéeFation of BiH and Republika
Srpska,

Heads of bodies and administrations and/or legétien at all levels in the
Federation of BiH and Republika Srpska, which hthes competency over the
duties referred to in Article 8 of this Law,

c) At other levels of government organization oEBia and Herzegovina:

1)
2)
3)
4)
5)
6)
7

8)

Mayor of the B&ko District,

Members of the Collegia of the Assembly of theksr District,

Representatives of the Assembly of théksrDistrict,

Prime Minister and Ministers in Cantonal Governrsent

Members of the Collegia of Cantonal Legislative Bsd

Representatives in Cantonal Legislative Bodies,

Mayors of Cities and Municipalities in the Fedevatiof BiH and Republika
Srpska,

Chairpersons of Legislative Bodies of Cities andniipalities in the Federation
of BiH and Republika Srpska.

(2) List of institutions and duties referred toRaragraph a), point 5) and Paragraph b) point &) sh
be determined by the Council of Ministers of Bosama Herzegovina.

(3) Persons referred to in Paragraph (1) shall ls@eess only to secret data required for exercising
their duties in accordance with the law and mayraquire access to documents which do not relate
to the issues within their competency.

Article 7

(Access to secret data classified as RESTRICTED)
(1) All persons exercising functions or workingdrbody shall have access to RESTRICTED secret

data.

(2) Persons referred to in Paragraph (1), at tlgnhiang of their mandate or at the time of taking
office, personally sign atatement certifying that they are aware of this Law andeothppropriate

regulations covering security of secret data arad they assume the obligation of treating secret
information in accordance with this Law and othgprapriate regulations.



Article 8
(Connotation of the term “secret data”)
Data shall be considered secret if their disclogaran unauthorized person, media, organization,
institution, authority or other state and/or auityoof other state could pose a threat to the iitegf
Bosnia and Herzegovina, in particular in the foliogvareas:
a) public security,
b) defence,
c) foreign affairs and interests,
d) intelligence and security interests of Bosnia aedzdgovina,
e) communication and other systems important for statierests, judiciary, projects and
plans significant for defence and intelligence-sig@activities,
f) scientific, research, technological, economic andrfcial operations significant for the
safe functioning of BiH institutions and/or secyrittructures at all levels of the state
organization.

Article 9

(Exceptions)

Classified character may not be specified for datach classification is designated with the pweo
of hiding the perpetration of a criminal offenceetriding or misuse of powers, aimed at hiding any
illegal activity or hiding an administrative error.

Article 10

(Conditions for access to secret data)

Access to secret data shall be possible only uthdeconditions as stipulated by this Law and other
bylaws issued on the basis of this Law, and/orriational or regional agreements concluded by
Bosnia and Herzegovina.

Article 11

(Safekeeping of secret data)

(1) All officials referred to in Article 5, or Artie 6 of this Law as well as other officials and
employees with legal authorization to access sefat shall have an obligation to keep secret data
regardless of the manner in which they were obthiaad this obligation shall also be applicableraft
termination of their mandate, cessation of emplayimend/or cessation of exercising the duty or
membership in relevant state authority.

(2) Officials and employees without a legal authation to access secret data as well as citizens of
BiH who acquire or gain access to secret data maaner which is not contrary to the law shall
assume the obligation to keep the data referréu Raragraph (1).

(3) Persons referred to in Paragraph (2) shall hizeebligation to report to the manager of theybod
in which they are employed or to an authority @éinal affairs any unauthorized access to sectat da
and give a statement about the circumstances wideh they gained access to secret data.

Article 12

(Safekeeping of secret data of other state, intertianal or regional organization)

(1) Access, use, safekeeping and protection ofesetata of other state, international or regional
organization shall be made in accordance with lad laylaws issued on the basis of this law, and/or
on the basis of an agreement concluded betweend@asd Herzegovina on one side and other state,
international or regional organization on the otide.

(2) The access to secret data referred to in paphgil) shall require appropriate authorizationsgo
issued in accordance with the Law. All persons irggy the access to secret data referred to in
paragraph (1) in the exercise of their duties shalle to pass security clearance and/or receive
relevant authorization in accordance with the Law.

(3) The Council of Ministers of Bosnia and Herzeigavshall, by a special regulation in accordance
with the Law, regulate in more detail the issuaotauthorization to access secret data referred to
paragraph (1).
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CHAPTER Il - CLASSIFICATION OF DATA

Article 13

(Persons authorized to assign levels of classifitat of data as restricted, confidential and

secret

(1) Da)ta shall be classified by an authorized pemasuant to legal requirements and procedure.
(2) Degrees of classification RESTRICTED, CONFIDHALI and SECRET may be designated only
by the following authorized persons:

— Governor of the Central Bank of Bosnia and Herzéumv

— Chairpersons of Committees of the Parliamentaryefssy of Bosnia and Herzegovina,

— President of the Court of Bosnia and HerzegovirtaRresident of the Constitutional Court of
BiH,

— State Prosecutor of Bosnia and Herzegovina,

— State Attorney of Bosnia and Herzegovina,

— Prime Ministers of the Federation of BiH and Rejk&éErpska,

— Speakers of legislative bodies of the FederatioBidfand Republika Srpska,

— Presidents of all courts in the area of the Feteratf BiH and Republika Srpska,

— Prosecutors at all levels in the Federation of Bitd Republika Srpska,

— Public attorneys at all levels in the FederatioBit{ and Republika Srpska,

- Mayor of the B&ko District,

— Speaker of the Assembly of thecRo District,

- Prime Ministers of Cantonal Governments in the [Fatitn of BiH,

— Speakers of the cantonal legislative bodies irFéderation of BiH,

— Officials referred to in Article 5, Paragraph a)jjbSParagraph 5), and Paragraph b), Sub-
Paragraph 4)

— elected or appointed official who is authorized dtassification, access, use, safe keeping and
protection of secret data according to the Lawawsgl issued on the basis of this Law or who
has been designated in writing by the authorizegdqre and

- person who was, as an employee of the body, itistituor organization concerned,
designated in writing by the authorized person.

(3) Authorized persons referred to in Paragraphd@nts p) and ) may not transfer authorizatimns
other persons.

(4) Authorized persons referred to in Paragraphn{@yt have an appropriate authorization or permit
if required by the law

(5) The Council of Ministers may, with consent loé tPresidency of BiH and after consulting with the
Director General of OSA BiH, allocate by a Decisitre right to designate the classification
RESTRICTED, CONFIDENTIAL and SECRET in the evenattla new institution is established in
BiH or in circumstances important for the secuatyBiH.

Article 14
(Persons authorized to assign the TOP SECRET levef classification)
(1) The TOP SECRET level may be specified onlyh®y/following authorized persons:
a) Members of the BiH Presidency,
b) Chairman and Ministers in the BiH Council ofrliters,
c) Director General of the Intelligence-Securityefsgy of BiH,
d) Director of the State Investigation and Protecthgency,
e) Director of the State Border Service,
f) Speaker of the House of Representatives andkeped the House of Peoples of the BiH
Parliamentary Assembly
g) Chairmen of Committees within the BiH ParliansgtAssembly in charge of intelligence,
defence and security issues,
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h) relevant military commanders as designated ley Nlinister of Defence of Bosnia and
Herzegovina,
President and Vice-Presidents of the Federati@itéfand Republika Srpska
(2) Persons referred to in Paragraph (1) may atsigdate degrees of classification RESTRICTED,
CONFIDENTIAL and SECRET.
(3) Authorized persons referred to in Paragraphn{@¥t have an appropriate authorization or permit
if required by the law.
(4) The Council of Ministers may, with consent loé tPresidency of BiH and after consulting with the
Director General of OSA BiH, allocate by a Decisitve right to designate the classification TOP
SECRET in the event that a new institution is dihed in BiH or in circumstances important for the
security of BiH.

Article 15

(Classification of data in other bodies)

The procedure for classification of data in econoorganizations and institutes shall be specifigd b
the BiH Minister of Foreign Trade and Economic Rielas with consent of the Minister of Defence
of BiH and Minister of Security of BiH.

Article 16

(Proposal to classify data)

Each official, employee and person engaged in g Biity or any body, institution and organization
at other levels of state organization in BiH sha#l required to assess within the scope of his/her
powers the security significance of data and pregosauthorized persons classification of this data
should he/she deem it necessary.

Article 17

(Data classification procedure)

(1) The authorized person shall classify dataaintioment of their creation and/or at the beginmihg
activities of the body creating secret data.

(2) When assessing the level of classification, dhéhorized person shall be required to provide
assessment on possible damage to the security shi®8and Herzegovina and/or appropriate
institutions and organizations, in case that tliksda are accessible to an unauthorized person.

(3) Based on the assessment referred to in Parag2ypdata shall be assigned a classificationl leve
and they shall be marked in accordance with reliepaovisions of this Law.

(4) The assessment, which shall be used as the foasilassification, shall be provided in writing.

Article 18

(Other data classification cases)

(1) In the event that two or more pieces of datt,thby themselves, do not have the character of
classified information but through interconnecti@present data or a document to be protected, the
authorized person shall be required to classifge¢htata and/or document.

(2) If a minor part of the document, which has bekassified as mentioned in Paragraph (1) contains
classified data only in one part, the authorized@e shall be required to separate that part daadhat

it to the document with the designation of classifion.

(3) If secret data are used in compiling, redefiniparaphrasing or creating new secret data, they
shall be properly classified.

Article 19
(Degrees of classification)
Secret data referred to in Article 8 of this Lavals have one of the following levels of classifica:
a) TOP SECRET shall be assigned to data the unaudtbdisclosure of which would pose a
threat to the integrity of Bosnia and Herzegovind eause irreparable damage to the state,
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b) SECRET shall be assigned to data the unauthorizedodure of which would cause
extremely damaging consequences to security, qalliteconomic and other interests of
Bosnia and Herzegovina,

c) CONFIDENTIAL shall be assigned to data the unautsal disclosure of which might cause
damage to the security or interests of Bosnia agrdégjovina,

d) RESTRICTED shall be assigned to data the unautbgrdisclosure of which might cause
damage to the activities of state authorities, é®ddrganizations or institutions of Bosnia and
Herzegovina.

Article 20
(International classification degrees)
(1) All authorized persons shall have an obligatmmark secret documents with one of four degrees
of classification referred to in Article 19.
(2) In terms of designating degrees of classifiratf secret documents, in particular those inténde
for international cooperation with intelligence felece or security institutions from other countries
international or regional organizations, apart friora terms referred to in Article 19, the following
terms in the English language may also be used:

a) Degree “VRLO POVJERLJIVO” corresponds to thenéTOP SECRET”

b) Degree “TAIJNO” corresponds to the term “SECRET”

c) Degree “POVJIERLJIVO” corresponds to the terrONIFFIDENTIAL”.

d) Degree “INTERNO” corresponds to the term “RESTRED”.

Article 21

(Designating the lowest degree of classification)

(1) In the procedure of designating a degree afsdfization, the authorized person must desigriage t
lowest degree of classification which ensures ptaie of data required for preservation of interest
and security of Boshia and Herzegovina.

(2) A document with data for which a degree of sification was determined earlier must be given at
least equal designation and period of classificatichich was already given to the data.

Article 22

(Declassification of data)

(1) The authorized person shall be required toadsdly classified information when conditions as
specified in this Law are created.

(2) Explanation of a decision on declassificatidrclassified information shall have to be in wrgin
and the declassification concerned may be requiseé person whose request for obtaining the
information was rejected, which is to be decidedh®yresponsible person.

Article 23

(Changing the degree of classification)

The level of classification may be changed by thespn who specified that level when the conditions
as specified by this Law are created.

Article 24
(Manner of classification labelling)
(1) Each piece of classified data and/or documenttaining classified data shall have to be
designated as follows:
— degree of classification,
- the manner of classification expiration,
— data on authorized person, and
— data on the body, organization or institution whomathorized person specified the
classification.
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(2) Designations referred to in Paragraph 1 shallided in accordance with the type and character of
a medium, and each piece of information or docunsiail have to be processed as classified if
designated with a level of classification.

(3) The Council of Ministers of Bosnia and Herzeigavshall, by a separate regulation, specify in
more detail manners and types of designationslémsification of data and physical, organizational
and technical measures and procedures for keepafgsecret data.

Article 25
(Classification cessation)
(1) Classification status of data and/or documsh#dl cease:
on specified date,
— upon termination of specific event,
— after elapse of specified time, and
- declassification by authorized person.
(2) If it is not possible, due to the nature ofreéclata substance, to specify the manner for atpir
of data classification, in such a case its clas#iion shall cease after expiration of the timputtited
by the Law on Archive Material (“Official Gazetté BiH”, 16/01).
(3) The authorized person may change the mannedeadline for cessation of data classification if
justified by well-founded reasons, whereat all thegho had access to the data concerned shall be
obligatorily informed on that fact.

Article 26

(Negation of secret data existence)

If the very fact of confirmation of existence ofesffic classified data has damaging consequences to
the security of Bosnia and Herzegovina and itsrésts, a BiH, Entity or an body, organization or
institution at any other level of BiH state orgaatian shall not be required to confirm or negate th
existence of such information despite the requiststerested parties.

Article 27

(Changing data classification)

(1) A legal user of classified data may proposthebauthorized person the change in classification
he or she deems that the classification is noifigdtor specified in the appropriate manner.

(2) The authorized person shall be bound to conglue proposal referred to in Paragraph 1 and
notify the proponent on his/her decision.

Article 28

(Furnishing data of another state, international orregional organization)

(1) The classified information of another state,ir@ernational or a regional organization shallaas
general rule, retain the marks used in that pddicstate, international or regional organization.
However, it is also possible to mark this inforratiin accordance with the Law provided that a
relevant level of secrecy and manner of keepingéueecy of data must be appropriately ensured.
(2) States, international and regional organizatisimall furnish the data referred to in Paragrdph (
to the body to be designated by the Council of Btars of BiH. That body will be charged with the
reception and treatment of information referredrigaragraph (1) and upon their receipt, it shall
distribute the data to authorized persons in thstititions and bodies in BiH for whom they are
intended, on which they shall keep detailed records

(3) Contracts with international and regional origations may specify another institution for
reception of data referred to in Paragraph (1). ink#tution specified by an agreement shall have a
obligation to specify structures and persons intpes for reception of secret data, keep detailed
records thereon and submit monthly reports to tyleferred to in paragraph (2).

(4) Authorized persons within the body referredntgparagraphs (2) and (3) must have permission to
access secret data of the degree TOP SECRET.

(5) If the data referred to in Paragraph (1) amaifihed through diplomatic and consular offices or
delegations of BiH in another state, internatiomrategional organization, a special decision shall
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made to designate a person who would be in chdrgech delivery. This person, as well as the head
of diplomatic and consular office or delegation inbave permission to access secret data of the
degree TOP SECRET.

Article 29

(International treaties)

It is necessary to determine, by internationalteitel and multilateral treaties on the exchange of
classified information to be signed by Bosnia anetadégovina and other states, international and
regional organizations, the way of marking the sifeexd information of Bosnia and Herzegovina in
other states and international organizations whidll be responsible for ensuring the necessag} lev
of protection of the data in accordance with priavis of this law.

CHAPTER Il - SECURITY CLEARANCE AND AUTHORIZATION TO ACCESS SECRET
DATA

Article 30

(Extent of security clearance)

Q) Persons holding office or working within the bodg, well as persons applying to the position
within the body that produces, manages or keepgtsdata and/or works on intelligence or defence
and security issues shall be subject to basic ggalecks in line with the procedure for the isst@

of an authorization to access secret data clada8eCONFIDENTIAL.

2 The list of bodies referred to in Paragraph 1 sbalestablished by the Council of Ministers
of Bosnia and Herzegovina.

3 The manager of the body i.e. institution shall,hivit30 days of the adoption of the list
referred to in Paragraph 2, send a request forrisgathecks referred to in Paragraph 1 to the
Intelligence-Security Agency of Bosnia and HerzegaBiH OSA) and enable the Agency to access
all documentation necessary for the security check.

(4) The security check shall be carried out by the BIBA, which shall deliver the security
check results along with its recommendation, whicaly incorporate opinions of relevant bodies
referred to in Paragraph 5 of this Article and &ldi56 of the Law, to the manager of the body that
employs the relevant person or wherein the releyenson carries out his/her duties or wherein
he/she applies for a position. The manager of tuy Ishall issue a decision on presence or absdnce o
security concern.

(5) In performing security checks relevant internal petent structures of the body referred to in
Paragraph 1, if any, shall be required to cooperittethe Intelligence Security Agency of BiH.

(6) Persons referred to in Paragraph 1 shall be séoieict security check every ten years in
accordance with the procedure of issuing authoomato access secret data of the degree
CONFIDENTIAL.

Article 31

(Exercise of security checks)

@ Security checks for persons applying to the pasifiost within the body referred to in
Article 30, Paragraph (1), shall be carried oubbettheir appointment or employment. If a security-
related concern has been established, the persdinnsih be appointed or employed for the position
for which the security check has been performed.

2 The person for whom security-related concern releta the position or employment in the
body referred to in Article 30 Paragraph 1 has bestablished, may file an appeal before the
Intelligence and Security Committee of the BiH Remlentary Assembly in charge of overseeing the
BiH OSA within 15 days as of the submission of ti@ice on the existence of security-related
concerns. The Committee shall appraise the appehpass a decision, which it shall deliver to the
head of the body referred to in Article 30.

3 The head shall deliver the decision of the Committethe person who was subjected to the
security check, in writing and within eight daysrfr the adoption day.
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(4) An administrative dispute may be initiated beforee trelevant court in Bosnia and
Herzegovina against the final decision establishimg existence of security-related concerns for
exercise of duties or holding a position, withindys.

(5) Subsequent to the completion of the procedure edfor relevant law, the person for whom
the existence of a security-related concern wasletrmined shall have all the rights as specifigd
the law.

Article 32

(Status of persons)

(1) The legal labor-related status of persons redeto in Article 30, Paragraph (1) shall remain
unchanged on the day of the entry into force of tbaw, until such time as the security check
procedure has been completed in line with this Law.

(2) Persons for whom a security concern has beg&rrdimed by a decision issued by a relevant
authority may no longer exercise the duty or holdaaition for which the security clearance was
carried out.

(3) Provisions regulating redundancy in laws gowregrihis field shall be applied to persons referred
to in paragraph (2). Exceptionally from the proois of these special laws, the redundancy in this
case shall also occur when security concern has #etermined by a decision issued by a relevant
authority.

(4) The persons referred to in Paragraph 2 shalldotared redundant and/or shall be put at disposal
when the decision made in accordance with Articleb@comes final. The relevant authority for
making a decision on the redundancy shall be spdclly a special law. These persons shall be
reassigned exclusively to vacant positions in #maesor a different institution in line with the Laim

the event that the reassignment of the said peiisamst possible due to non-existence of similér jo
posts their employment shall be terminated andraege pay shall be paid out in line with the Law.
(5) Legal remedies shall be allowed against thest® declaring persons redundant, making them
available for reassignment, reassigning them, teatirig their positions and paying severance pay, if
specified by special laws regulating this area.

(6) Final decisions made with respect to legal dieeemay be subject to legal proceedings, if they
are stipulated by a special law regulating thisaabeit the final decisions referred to in Artic&3
and 31 of the Law may not be the subject of a vewiethe proceedings referred to in paragraph (5)
both appellate and court.

Article 33
(Exception for armed forces of BiH and police bodigin BiH)
(1)As an exception to Articles 30 and 31 of this Laasib security checks for following persons shall
be conducted by the internal organizational unitted Ministry of Defence of BiH:

a) Professional military personnel in Armed Force8it;

b) Reserve force in armed forces of BiH;

¢) Conscripts in armed forces of BiH;

d) Civil servants, employees, advisers and otheriaffidn BiH defence institutions,
(2) As an exception to Articles 30 and 31 of this Laasic security checks for following persons
shall be conducted by the Internal Control Depantrnef the State Investigation and Protection
Agency:

a) Police officials,

b) Civil servants and employees in police and otkeusty bodies in BiH.
(3)For the purposes of this Law, security bodies ghathn :

a) Ministry of Security of BiH

b) NCB INTERPOL

¢) administrative institutions competent to perfornigeoduties in BiH
4 Persons referred to in paragraph (1) shall be sutgehe basic security checks in accordance
with the procedure for issuance of authorizatioms &ccess to secret data of the degree
CONFIDENTIAL.
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(5) The exception refer to in this Article shall not &eplicable to persons who are subject to
security checks for the purposes of getting thersigcauthorization as defined in this Law.

(6) Basic security checks conducted pursuant to thiglarmay be taken into consideration for
the purposes of providing the authorization to ascgecret data of the degree CONFIDENTIAL in
accordance with this Law.

Article 34

(Design and contents of documents)

(1)An authorization to access secret data classifiedCONFIDENTIAL, SECRET and TOP
SECRET shall be issued in line with this Law.

(2) Design and contents of the authorization, Statermedtother documents defined by this Law shall
be established by the State Security body, unlesscpbed otherwise.

(3)Documents referred to in paragraph (2) shall be@piately classified in line with this Law.

Article 35

(Request for issuance of authorization)

(1) The manager of the body in which the person istsubject to a security check works or exercises
duty shall apply for issuance of the authorizatimthe Minister of Security of BiH or the Ministef
Defense of BiH in accordance with Articles 36 affd 3

(2) The list of jobs or positions which are subjerissuance of the authorization shall be spetifie
and included in the job classification by the maagf the body referred to in Paragraph (1) by a
decision.

Article 36

(Persons competent to issue authorization)

(1) The Minister of Security of Bosnia and Herzegoviwoa, Deputy Minister of Security upon
Minister’'s authorization, taking into account thgiraon of the Intelligence-Security Agency of BiH
which may incorporate opinions of other relevandibe referred to in Paragraph 5 of Article 30 and
Article 56, shall issue the authorization to accessret data to persons who require access totsecre
data in order to perform their duties in the Coln€iMinisters (CoM) of BiH, or the Intelligence
Security Advisory Group of the CoM BiH, BiH Datadeection Commission, members and the
Secretary of the Security-Intelligence Committee kdonitoring the Legality of the BiH OSA
operations, members and the Secretary of the Qmnimittee for Defence and Security Policy and
the Monitoring of Defence and Security Structuretha BiH level, as well as authorized officials of
the Intelligence-Security Agency of BiH, in linetivithis and other special laws.

(2) As an exception from Paragraph 1 and Article 3tagaph 1, the Minister of Defence, in
agreement with his Deputies and considering thaeiopiof the Intelligence-Security Agency of BiH
which shall incorporate opinions of other relevhoties referred to in Article 30, Paragraph 5 and
Article 56, shall issue the authorization to accesset data to persons who need secret data ascess
order to perform their duties in the BiH Ministrf Defence and other civilian and military structaire
of the BiH Armed Forces, in line with this and atlspecial laws.

(3) Exceptionally from the provisions of paragraphs @§hg (2) and Article 37, paragraph 1, the
authorization to access secret data to the Mingdft&ecurity of BiH and the Minister of Defence of
BiH shall be issued, in line with the Law, by thead of the body referred to in Article 75.

(4) The Minister of Security of BiH and/or the Ministef Defence of BiH shall be obliged to inform
the Security-Intelligence Committee of the Parliatagy Assembly of BiH for Overseeing the BiH
OSA Operations (hereinafter: the Committee) abbet issuance of authorizations referred to in
paragraphs 1 and 2, on a monthly basis and as exesgired. The written report shall be sent & th
Committee but it does not exclude oral presentatfaeports to the Committee.

Article 37

(Authorization issuance to other bodies)

() The Minister of Security of Bosnia and Herzegovioa,Deputy Minister upon Minister’s
authorization, shall issue the authorization tospes who require access to secret data in order to
perform their duties and tasks in other bodies ibf, EEntities and bodies at other levels of theestat
organization of BiH, taking into account the opmiof the Intelligence-Security Agency of BiH
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which shall incorporate opinions of other relevhntlies referred to in Article 30 Paragraph 5 and
Article 56.

(2) The Minister of Security shall be obliged to infotime Committee, in writing, on issued
authorizations referred to in Paragraph 1, on athtpibasis or as may be required.

Article 38

(Types of security clearance)

Based on the nature of secret data to be accessea person before he/she is granted the
authorization, the authorized official shall enstire following:

a) a basic security checKor the appointment to the office or employmenthivi the body and
issuance of the authorization to access informatiassified as CONFIDENTIAL,

b) an extended security checkior the issuance of the authorization to acce$srnmtion
classified as SECRET,

c) an extended security checkalong with a security investigation for the isstarof the
authorization to access information classified @TSECRET.

Article 39

(Basic security check)

(1) The basic security checkshall be conducted by the Intelligence-Securiteiay of Bosnia and
Herzegovina (hereinafter: the BiH OSA) by checkthg information for a person identified in the
Basic Security Check Questionnaire.

(2) The information from this Questionnaire filledt by a person subject to the security check shall
be compared with information from the official reds of the BiH OSA, as well as other competent
State bodies and other relevant sources of inféomaipecified in a separate rulebook, issued by the
Council of Ministers of BiH, which has been harnmad with this law.

(3) If suspicion about a security-related conceigea in the process of conducting a basic security
check for a person, the BiH OSA shall make an @it check of the information causing the
security-related concern, but only with prior camtsef the person subject to security check wholshal
be informed of the basis for a security-relatedceon. In case the person subject to security check
consents to this additional check, he/she shallircorit by filling out and signing the first partf the
Additional Questionnaire. However, if the persoilsféo do that, the General Director of BiH OSA
shall inform the Minister of Security and/or Mirestof Defence in line with Articles 36 and 37
(hereinafter: persons responsible for the issuaricauthorizations) who shall refuse to issue the
authorization to access secret data on the basssofpicion on the existence of a security-related
concern.

Article 40

(Extended security check)

(1) The extended security checlshall be conducted by the BiH OSA on the basitheffilled out
Basic and Special Questionnaires and informatiomfother bodies and sources, as well as the BiH
OSA records.

(2) If suspicion about a security-related concerisea in the process of conducting the extended
security check, the BiH OSA may, if required, o thasis of a written consent of the person subject
to the security check, take further security chebksmeans of the first part of the Additional
Questionnaire, signed by the person. However,dfgrson subject to security authorization fails to
give his/her consent, or fails to fill out and sitre first part of the Additional Questionnaireeth
General Director of BiH OSA shall inform the persaesponsible for the issuance of authorizations
who shall refuse to issue the authorization to s&c®cret data on the basis of a suspicion on the
existence of a security-related concern.

Article 41

(Extended security checks along with a security irestigation)

(1) The BiH OSA shall condu&xtended security checkslong with a security investigation on the
basis of completed Basic and Special Questionnamddy interviewing the individuals listed by the
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person subject to security check in the first pathe Additional Questionnaire and who can confirm
the information presented in the Questionnaire piyechecking the allegations in a Special Statémen
(2) If the suspicion on the existence of a secustgted concern is not sufficiently clarified by
checking the information from paragraph (1), thedBDSA can check the authenticity of the
suspicion with other persons, bodies or organimatithhat can assist in the proper completion of the
extended security check along with security inggzdton.

Article 42

(Additional checks)

(1)If a suspicion on the existence of a security-eglatoncern is the result of circumstances
concerning a marital or extra-marital partner, my ather person of age living together with a perso
subject to security check, the person shall fitlthe Second Part of the Additional Questionnaire.

(2) Authorized officials of the BiH OSA can also intesw persons referred to in Paragraph 1 in
order to clarify the authenticity of a securityaid concern, but only after they consent to tisichba
security check in writing.

(3)Basic security checks in the aforesaid case sleaiubject to the same procedure as outlined in
Article 39 of this law.

Article 43

(Authorization issuance)

Persons responsible for the issuance of autharizghall:

a) issue the authorization to access secret dataifiddsas CONFIDENTIAL, following the
completion of a basic security check and if no sgcuelated concerns have been established,

b) issue the authorization to access secret datafiddsas SECRET, following the completion
of the extended security check and if no secustgted concerns have been established,

C) issue the authorization to access secret dataif@ddsss TOP SECRET, following the
completion of the extended security check, alonthwi security investigation and if no security-
related concerns have been established.

Article 44

(Authorization issuance and refusal to issue)

(1) The authorization referred to in Article 43 kH#e given to a person subject to security check
while the head of the body, organization or insitiu requesting the security check shall be infatme
in writing about the issuance of the authorization.

(2) If the persons responsible for the issuancauthorizations refuse to issue the authorization to
access secret data on the basis of the autheudtisaterity-related concern, they shall be obliged t
present the reasons causing a security-relatedemon®ersons responsible for the issuance of
authorizations shall not be obliged to elaborats@urces and methods of the security check.

Article 45

(Appellate procedure)

(1) The person subject to security check can lagemplaint in writing against the Decision of the
persons responsible for the issuance of authasizatio reject his/her request for the issuancéef t
authorization to access secret data, within fiftdaps as of the forwarding of the Decision, witk th
Security-Intelligence Committee of the Parliamepnt#ssembly for Overseeing the BiH OSA
Operations. The Committee shall consider the coimpland issue a decision, which shall be
delivered to the person responsible for the issmiafcauthorization who rejected the request. The
person responsible for the issuance of authorizatball deliver the written decision of the
Committee to the person subject to a security chétkn 8 days from the day of the issuance of the
Decision.

(2) An administrative dispute against the final iden rejecting the issuance of authorization to
access secret data may be initiated before thet GbBosnia and Herzegovina within 30 days.

(3) The submission of the Complaint or the inibatiof administrative dispute shall not stay the
execution of the Decision referred to in Paragraph
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(4) Subsequent to the completion of the procedeferb the relevant law, the person for whom the
existence of a security-related concern was naraened shall have all the rights as specifiedhey t
law.

Article 46

(Cooperation in security checks)

The BiH OSA and other competent State bodies, azgdons and institutions of Bosnia and
Herzegovina can cooperate in the process of comdutiie security check of a certain individual in
accordance with the agreement signed with anoth#r er international or regional organization with
full respect to provisions of BiH legislation comeig the protection of personal data and relevant
provisions of the Law on the Intelligence and Sigukgency of Bosnia and Herzegovili@fficial
Gazette of BiH, 12/04 and 20/04).

Article 47
(Formal requirements for security checks)
(1) Prior to the commencement of the security cheekntlanaging person shall take activities in
order to inform, in advance, persons who are stibjesecurity check about:
a.regulations governing secret data processing,
b. an obligation to obtain the authorization to accesesret data of a certain
classification,
c.contents of a security check and a procedurelfaining the authorization,
d. an obligation of the person subject to securityckht give his/her consent in
writing, fill out the relevant Questionnaire, sitire Statement that he/she has been informed of
regulations in the secret data processing areattaiche/she will act in accordance with the
said regulations.
(2) Persons subject to security check may not teféine failure to meet obligations of item a),db)
c) of paragraph (1) in order to prevent or chaleetige security check.

Article 48
(Types of Questionnaires)
The relevant questionnaires referred to in Artidle, Paragraph (1), item d) for obtaining the
authorization to access secret data of differeagsification shall be as follows:
a) the Basic Questionnairefor obtaining the authorization to access secata dlassified as
CONFIDENTIAL ,
b) the Basic and Special Questionnairéor obtaining the authorization to access seceta d
classified aSECRET,
c) the Basic, Special and the first part of the Additbnal Questionnaire for obtaining the
authorization to access secret data classifiddods SECRET.

Article 49
(Contents of the Basic Questionnaire)
The Basic Questionnaire shall contain the followiimfigrmation:
a) Name and surname, including those previously held,
b) Unique personal number (PIN),
c) Date and place of birth,
d) Citizenship(s), including those previously held,
e) Address of residence (permanent and temporaryaess),
f) Any stay abroad if longer than three months,
g) Marital status, personal data on marital or exteaital partner and persons of age living
together with the person subject to the securigckh
h) Qualifications, profession and the current fieldnairk,
i) Former employers and their addresses,

27¢



i) Military service and engagement in armed forceditberent armed formations,

k) Education, participation in seminars or other forofs education and professional
advancement abroad if longer than three months,

[) Legally binding verdicts due to criminal acts amddecisions on minor offences referred
to in this Law,

m) Ongoing court proceedings,

n) Addiction to alcohol, drugs and other forms of ation,

0) Contacts with foreign security or intelligence seeg,

p) Membership in or cooperation with organizationst thdvocate terrorism or other anti-
constitutional means of changing the constituti@rder of Bosnia and Herzegovina,

g) Disciplinary measures pronounced in the last tweryelue to violation of regulations on
secret data processing,

r) Earlier security checks in accordance with the lapglicable at the time,

s) Earlier security checks in accordance with the jgions of this Law,

t) Disclosure form of the person subject to secutityok and persons referred to in item g).

Article 50
(Contents of the Special Questionnaire)
The Special questionnaireshall contain the following information:
a) participation in foreign armed forces or other adrf@mations
b) tax number
¢) financial liabilities and liabilities originatingdm a guarantor status,
d) characteristics, affiliations and other circumsesavhich could serve as a motive for
blackmail or other forms of pressure on the pemsdsject to security clearance.

Article 51

(Contents of the Additional questionnaire)

Additional questionnaire shall consist of two parts:

a) full names and addresses of three persons wheei#fy the claims from the questionnaire; these
cannot be persons referred to in Article 49, Paatyr(1), item g) or if the person subject to seguri
checks cannot list the requested names due tdigdsieasons, he/she shall give a special statement
about the reasons for being unable to list the saides and all other issues required by BiH OSA or
persons responsible for authorization issuancegtwtiiey shall take into account in the process of
adopting the decision to issue the authorization

b) data on persons referred to in Article 49, Paaly (1), item g) subject to a security check in
accordance with this Law.

Article 52

(Obligations related to filling out questionnaires)

Persons filling out the questionnaires referrethtérticle 49, 50 and 51 shall be obliged to previd
accurate and detailed answers to all questionseirQuestionnaire. In case the person does not have
anything to report to a question, he/she shallewtinder full legal accountability, that there @édhing

to report on the question.

Article 53

(Period of security checks)

() The information from the basic, special and addailaoquestionnaire shall be verified in the
process of issuance of the authorization to accesset data classified as CONFIDENTIAL,
SECRET and TOP SECRET for the period of the |disten years.

2 Any further security checks obligatory under lawigsue the authorization to access secret
data designated as CONFIDENTIAL shall encompasdasieten-year period, the authorization for
secret data designated as SECRET and TOP SECREEmstampass the last five-year period.

Article 54
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(Medical examination)

(1) In case in the process of security check tlaiges a suspicion that the person is addicted to
alcohol, drugs or that he/she has other inapprepfia@ms of addiction, the BiH OSA Director
General may propose in writing that the person embjo security check undergo a medical
examination in a competent institution. If the persubject to security check fails to accept the
proposal, the persons responsible for the issuafcgecurity authorization shall pass a Decision
refusing the issuance of authorization to accesetdata.

Article 55

(Secrecy of data source)

(1) The BiH OSA, that is, persons responsible for 8seiance of security authorization shall not be
obliged to provide the information on illegal coogion of persons subject to security checks with
foreign intelligence and security services, in cs& it would endanger the sources, manner of
obtaining information and the process of verifioatdf disputable information.

(2) Data referred to in Paragraph (1) shall be predemtefore the Intelligence and Security
Committee of the BiH Parliamentary Assembly in ¢eaof overseeing the BiH OSA during an
appellate procedure or a judge in the BiH Courtirdura court proceeding, if that is assessed
necessary for the proceeding.

(3) The persons referred to in Paragraph (2) shallgsssappropriate authorization in line with law.

Article 56

(Cooperation with other competent authorities)

(1) Beside its operative knowledge and records,Bifrte OSA shall verify certain information from
the basic, special and additional questionnaire®utih cooperation with employers, courts,
prosecutor’s offices, structures in the Armed FeroEBiH, police authorities in BiH as well as tax,
customs, and other competent state, entity and btidies.

(2) Bodies referred to in paragraph (1) shall bikgeld to cooperate with OSA BiH in the process of
the Law enforcement.

(3) Bodies referred to in paragraph (1) shall dls@bliged to cooperate with the bodies referreid to
Article 33, paragraphs (3) and (4) in the procdsseourity clearance stipulated in Article 33.

Article 57

(Additional checks in the event of a suspicion oresurity-related concerns)

(2) If, due to a violation of regulations governisgcret data processing, a disciplinary procedase h
been initiated against a person who is alreadyépossession of an authorization to access secret
data, or criminal proceedings have been initiatgairest that person on grounds of a suspicion that
he/she committed a criminal act, or there is grotmbelieve in the existence of a security-related
concern in accordance with the provisions of thawl| the head of the body, organisation or
institution in which the person subject to secudtgarance works on access, use, safekeeping or
protection of secret data shall be obliged to imfohe persons responsible for the issuance of isgcur
authorization about the aforesaid development.

(2) If the persons responsible for the issuanceeotirity authorization assess establish that tisese
reasonable doubt, they shall address a requeatittitional security checks to the BiH OSA.

(3) In the case referred to in Paragraph 1 it shatilbe necessary to acquire the consent of tremper
subject to security check, but it shall be the chityhe head, immediately upon the initiation of th
process of additional security check, to tempoyapilevent the person from accessing secret data
pending the completion of the process, on whickasibn shall be passed.

Article 58

(Repeated security checks after obtaining authorizéon)

(1) A person who has access to secret data cldsifs CONFIDENTIAL shall be subject to
obligatory security check every ten years, and @gewho has access to secret data classified as
SECRET and TOP SECRET shall be subject to clearaineast every five years.
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(2) The procedure of repeated security check sfelibdentical to the first security check procedure,
unless stipulated otherwise by law or an intermeidreaty between Bosnia and Herzegovina and
another state, international or regional orgarosati

(3) If in the new security check the BiH OSA esisitibs a security-related concern, the persons
responsible for the issuance of security authadmatshall pass a Decision withdrawing the

authorization and inform the person subject to ggcweheck and the head of the state body,

organisation or institution in which the persomgurestion has access to secret data thereon.

(4) From the moment the head receives the Decigéfgrred to in Paragraph 3, he/she shall be
obliged to prevent the person whose authorizatias withdrawn from accessing secret data.

Article 59
(Security-related concerns)
(1) The security-related concerns that serve agtbend for rejecting the issuance of Authorization
to access secret data shall be the following:
a) proven false allegations in the questionnaire,
b) final court verdicts to at least three-month fispnment,
c) existence of one or more final court verdicte tlu offences referred to in Article 49, item
1 of this Law,
d) conduct of criminal proceedings for offencesjsabto at least three month imprisonment
sentence,
e) conduct of proceedings before the Internationami@al Tribunal for Crimes Committed
on the Territory of the Former Yugoslavia,
f) established existence of security-related concexgarding one or more statements made
in the security clearance questionnaire which segeground for suspicion about the
credibility, loyalty to the state and confidentigliof the person to be provided access, use,
safekeeping and protection of secret data, inqdati:

i) unauthorized contact with members of organized io@in groups, terrorist
organizations and organizations which support tfieemcially or in other ways or a
membership in the said,

i) unauthorized contact or cooperation with persorigtelligence, security or military
structures of other states,

iii) disclosure or commenting on the secret data, dootsr activities to unauthorized
persons, especially intelligence and security aigeraf other states or public media,

iv) excessive indebtedness leading to financial problemd representing a proven
possibility for blackmail or any other forms of pseire on the person subject to
security checks,

v) established inexplicable enrichment from an unkn@ouarce or a source associated
with organizations referred to in lines 1 and 2,

vi) refusal to provide answers or information, or provestance of preventing other
persons to give answers or information requestedth®y BiH OSA, persons
responsible for issuance of authorization or then@ittee,

0) existence of other security-related concerns sipdl by this Law or international
agreements.
(2) The BiH OSA in cooperation with relevant auilties referred to in Article 30, Paragraph (5) and
Article 56 shall be obliged to collect and presthet evidence on security-related concerns refaoed
in Paragraph (1).

Article 60

(Records)

(1) Heads of bodies, organizations and institutionBagnia and Herzegovina, Entities and other
levels of state organization of Bosnia and Herzegoshall archive the records on authorizations and
data collected during security clearance in a sgpavart of personal files, and the said may bd use
exclusively in relation to this Law and/or implentaion of by-laws adopted on the basis of this Law.
2 Responsible persons referred to in Paragraph @) bk accountable for the safety and
protection of the records referred to in Paragr@ph
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Article 61

(Application of regulations in the event of Authorization withdrawal)

(1) When the persons responsible for the issuance ofirise authorization withdraw the
authorization from a person who has access totsdate, he/she shall be declared redundant and/or
placed at disposal as of the date the decisionrbesdinal in line with Article 45. The redundant
person shall be reassigned exclusively to vacasitipos in the same or a different institution imel

with the Law. In the event that the reassignmenthef said persons is not possible due to non-
existence of similar posts their employment shaltdrminated and severance pay shall be paid out in
line with the Law.

(2) The persons referred to in Paragraph (1) shalubgst to provisions regulating redundancies in
laws regulating this area. Notwithstanding the giowns of these special laws, redundancy shall also
occur when it is found, by a decision of a respaliesauthority, that a security-related concerntexis

in relation to a person.

(3) An appeal, complaint or motion to review may betiaeéd against decisions on declaring
redundant, placing at disposal, transfer, termamatf employment and severance pay provided that
the said are envisaged in a special law.

(4) A court dispute may be initiated against final dewis on appeal, complaint or motion to review,
if provided for in a special law, but the final d&ons referred to in Articles 36 and 37 of the Law
may not be the subject of the review in the prdoegs referred to in paragraph (3) both appellate
and court.

Article 62
(Central registry and data keeping)
(1) The Council of Ministers of BiH shall issue acision on the Central registry to maintain officia
records on authorizations issued to all persons aneoentitled to access secret data classified as
CONFIDENTIAL, SECRET and TOP SECRET.
(2) Records on the authorizations referred to iragraph (1) shall contain the following information

a) name, surname, Personal Identification Number, ¢iddee and state of birth, citizenship of a

person,

b) the body which employs the person concerned,

c) degree of classification that can be accessedépehson concerned,

d) statements on repeated security checks,

e) number, date of issuance and date of expiry oathborization,

f) written approval for security checks, and

g) other documents relevant to security checks.
(3) All information relevant to security clearanshall be kept for as long as the security
authorization is valid, i.e. for as long as thesperis entitled to access secret data, after wihieh
information shall be treated in accordance with les regulating the issue of the personal data
protection.
(4) The documents referred to in Paragraph (1)aigecof persons who have not passed security
checks that is who have not been issued autharizatiall be stored in records referred to in Aeticl
60.
(5) The Central registry referred to in paragraphshall also receive and distribute secret data.

Article 63
(Temporary access to secret data)

A person who holds an authorization may tempordméyprovided access to secret data classified
at one level higher than the level the person ileth to. The access shall be provided on theshafsi
a written request by the head, which shall be serthe persons responsible for the issuance of
authorization along with an explanation as to wig ts required and a restriction to only thoseadat
necessary for the implementation of a certain dgtivut the aforesaid temporary period may not
exceed three months.



CHAPTER IV — ACCESS TO SECRET DATA AND THEIR SAFEKEPING

Article 64

(Right of access to secret data)

(1) Only persons who were granted authorisatiothkypersons competent for granting authorisation
shall be entitled to access secret data of thesgdevel stated in the authorisation when perfogni
their duties or within their tasks.

(2) No one may request secret data prior to andntextent larger than required for performing
certain duties or tasks.

Article 65

(Disposing of secret data)

Secret data may be provided to other state, entibodies at other levels of the state organisation
Bosnia-Herzegovina, which act in accordance with tlaw, i.e. to the authorised persons in those
bodies, for their disposal, only on the basis ofviétten authorisation by the head of the body
designating the data as secret.

Article 66

(Conditions of secret data exchange)

The authorised person may forward secret datastate, entity or body, organisation or institutain
other levels of the state organisation of Bosnid ldarzegovina as well as legal entities referreith to
Article 3, Paragraph (1), only under the followicmnditions:

a) if the user of such secret data meets physicabrisgtional and technical requirements for
safekeeping secret data in accordance with thisdrahby-laws harmonised with this Law;

b) if persons who access secret data have an autlomisé the appropriate level,

c) if authorised persons, having been granted acceg®résation, sign a written statement
acknowledging the contents of this Law, other amflle regulations and take up an
obligation to use the secret data in accordande tivét aforesaid regulations;

d) if a state body, organization or institution guaess that the access to secret data shall only
be given to authorised persons who require thesacfe the performance of their official
duties.

Article 67

(Restriction of secret data exchange)

The legally authorised user who receives secred @taim an authorised person may not make it
available to other users without the person’s cofisexpect in cases provided by the Law and
regulations.

Article 68

(Oversight and records)

The authorised person shall have permanent ovérsigdr secret data distribution and shall keep
updated records that clearly show the time of aceesl the identity of persons who accessed secret
data.

Article 69
(Procedure of safekeeping secret data)
(1) All state, entity and body, organisation ottitogion at other levels of state organisation akBia
and Herzegovina that use secret data shall estaliisaccordance with this Law and relevant by-
laws, a system of procedures and decisions of itapoe for secret data safekeeping, which shall be
harmonized with the secrecy level and guaranteprénention of unauthorised data disclosure.
(2) The procedures referred to in Paragraph (1) sttdude but not be limited to:

a) general security-related decisions;

b) protection of persons entitled to access to selazt;

c) protection of premises;
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d) protection of documents and media containing setaet;

e) protection of communications used for secret datasfer;

f) manner of classification;

g) protection of secret data processing equipment;

h) manner of informing users about decisions and tdata protection procedures;
i) oversight and registration of secret data access;

i) oversight and registration of forwarding and disition of secret data.

Article 70

(Measures and procedures of secret data protection)

(1) Secret data shall be kept in a manner ensuah@gnformation access is granted only to persons
with the secret data access authorization of tipeogpiate level, who need such information during
performance of their duties and tasks.

(2) Secret data may be transferred outside thésusemises only in conformity with the protection
measures and under the procedures guaranteein@¢hatormation will be accessed only by persons
holding authorizations of appropriate levels.

(3) Procedures and decisions related to secretmdetsfers shall be issued by responsible managers
line with the level of classification, provided thtne transfer may not be carried out through
unprotected communication systems.

(4) The Council of Ministers of BiH shall stipulatee physical, organisational and technical measure
and procedures for the protection of secret datiadmeuments in more detail by a special regulation
referred to in Article 24.

Article 71

(Procedure in case of disappearance, destruction anauthorised disclosure)

(1) Officials, civil servants and other employees state, entity and bodies, organisations and
institutions at other levels of state organisatioh Bosnia and Herzegovina who establish a
disappearance, destruction or unauthorised diseasiusecret data shall be obliged to immediately
inform the authorised person accordingly.

(2) The user or recipient of secret data who estads a disappearance, destruction or unauthorised
disclosure of secret data shall be obliged to imately inform the authorised person in the body tha
transferred the data accordingly. The authorisedqgmeshall immediately take measures aimed at
establishing the circumstances and the resporigibili the disappearance or disclosure of the secre
data to an unauthorised person, and take apprepni@asures to redress the damage.

Article 72
(Training on secret data protection)
(1) After the security clearance is carried out Hredauthorisation of access to secret data grattted
authorised persons shall pass a training on seetet protection, in order to acquire appropriate
knowledge on the following questions:
a) provisions regulating the issue of the protectibsexret data and legal responsibility
for their disclosure,
b) principles of the protection of secret data toekent necessary for performing tasks
or duties, and
c) other questions that are considered important fghaised persons taking into
account their jobs or positions.
(2) The body referred to in Article 75 shall be theecutive proponent in establishing the programme
of education on security, aimed at directing aathing all authorised persons on the Law as well as
those who have a need to access such informattos.pfogramme shall be adopted, regulated and
implemented by each institution or body that haged for access to secret data.
(3) The programme of security education shall lpgileted by a special rulebook to be adopted by the
Head of the body referred to in Article 75.
(4) The cost of training shall be born by the igibn or body in which the authorised persons are
employed.
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V - SUPERVISION

Article 73

(Internal oversight)

(1) Heads of state bodies, ministries, adminigirej institutes, services, organizations and
institutions shall be responsible for organisiniginal oversight over the implementation of thisvLa
(2) In the Ministries of the Council of Ministerd 8iH, Armed Forces of BiH, Intelligence and
Security Agency of BiH, State Investigation and tBetion Agency, State Border Service,
administrations and independent state, entity awslices and institutions at other levels of state
organisation of Bosnia and Herzegovina, speciaitipos shall be systemised for the duties of
internal oversight over secret data protectionylach authorised employees shall be distributed, or
special organisational units shall be establishétinva Ministry, administration, institute, agency
service and institution.

Article 74

(Substance of internal oversight)

(1) Internal oversight shall ensure regular moiigprand assessment of individual activities in the
implementation of this Law and relevant by-laws aletisions passed in line with this Law in all
state, entity and bodies at other levels of stegardsation of Bosnia and Herzegovina.

(2) The Council of Ministers of BiH shall regulatiee manner and substance of internal oversight
over the implementation of this law and relevaridys.

Article 75

(State Security Body)

(1) The Council of Ministers of Bosnia and Herzeigavshall specify a State security body to monitor
the implementation of the Law and the regulatiahspsed on the basis thereof.

(2) The state security body shall carry out théofeing tasks in particular:

a) supervise security clearance,

b) issue authorizations to access secret data of sthégs, international or regional
organizations in line with the Law or internatioaaid/or regional agreement,

€) monitor the situation in the area of classificateomd protection of secret data and
take care of advancing and implementing physicadjamizational and technical
standards of secret data protection on state yesmidl other levels of governmental
organization of BiH, such standards relating to lipubffice holders and those in
economic organizations which obtain and utilizesedata,

d) take care of implementing international obligaticewsd international treaties on
protection of secret data and, in relation to tbimpperate with relevant bodies of
other states, international or regional organizegio

e) take care of protection of secret data in statétini®ns and bodies abroad,

f) issue security authorizations for systems and mdanstransfer, keeping and
processing of secret data of other states, infemeltor regional organizations,

g) verify fulfilment of specified conditions for sed¢relata processing performed by
certain bodies,

h) issue instructions for handling secret data of la@ostate or international or regional
organization,

i) supervise enforcement of decisions related to phi;sorganizational and technical
protection of secret data of another state, intenal or regional organization, and,
according to the findings of such supervision, éssuandatory instructions for
elimination of found shortcomings, which must betifeed by appropriate bodies
without delay,

j) exchange information with state security authaitied international organizations,

k) prepare proposals of regulations required for imigletation of the Law,

I) issue opinions about the harmonization of geneguilations related to classification,
protection and handling secret data with this Law,
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m) coordinate the activities of the bodies responditmeecurity checks,

n) propose procedures for improvement of secret datzgtion,

0) supervise crypto-protection of secret data,

p) carry out other tasks specified by the Law and lsgns made on the basis thereof.
(3) The Council of Ministers of BiH shall designdiedies for information security when transferring
secret data.

Article 76

(Oversight)

(1) The state security body shall carry out opereti and technical oversight in the area of the
protection of secret data over all institutions dudlies of Bosnia-Herzegovina, entities and other
levels of governmental organisation of BiH whosenpetencies imply acting in accordance with the
provisions of the Law, or whose activities are teadato the Cebtral registry referred to in Artié2

(2) The state security body shall be obliged t@ref the Security and Intelligence Committeehsf t
Parliamentary Assembly of BiH for supervision ofrwaf the BiH OSA , at least once a year.

Article 77

(Parliamentary oversight)

(1) The Security and Intelligence Committee of Berliamentary Assembly of BiH for overseeing
the work of the BiH OSA shall carry out oversigheothe implementation of this Law.

(2) Among others, the Committee shall be compdtarthe following:

a) oversight over the implementation of this Law byiBentity and bodies at other levels of
state organisation of BiH,

b) debates and consideration of reports of the Ministi Security of BiH and/or the
Ministry of Defence of BiH and the State Securitydy on the granting authorisations,
security checks and other aspects of the implertientaf this Law,

c) investigation on the work of the Ministry of Sedurof BiH and the Ministry of Defence
of BiH with regard to the granting authorisatioosthe BiH OSA with regard to security
checks and of the State Security Body with regardssues under its competence but
excluding investigations related to secret datatbir states, international or regional
organizations,

d) requesting, through the Committee’s Chairpersomctimpetent bodies referred to in this
Law to ensure expert advice when necessary foopaitfig the function of oversight, and

e) other activities aimed at ensuring full implemeiatatof this Law.

(3) While carrying out investigation, the Committewy interrogate all officials, civil servants,
employees and other persons that are subjectdd #w and have access to documentation relevant
for the investigation.

(4) For access to documentation referred to indrapd (3), the members of the Committee shall
have appropriate authorisation in accordance \mithltaw.

VI - PENALTY PROVISIONS

Article 78

(Sanctions for responsible persons)

(1) The responsible official in a body, agencyfitnge, service, organisation and institution ofsBa
and Herzegovina, entities or at other levels dfesteiganisation of Bosnia and Herzegovina shall be
fined in the amount ranging from 1,000 to 5,000 KM

a) the authorized body fails to keep records on tk&itution of secret data of other states,
international or regional organizations (Article)28

b) the head of a body from the list determined by Goeincil of Ministers fails to send a
request to the BiH OSA within the foreseen dead|#xicle 30);
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c) the authorized body fails to keep official recoosauthorisations granted to all persons
with the right of access to secret data classeéi®@ONFIDENTIAL, SECRET and TOP
SECRET(Article 62);

d) heads of bodies, organizations and institutionBaxhia and Herzegovina, entities and at
other levels of state organisation of Bosnia andzefgovina fail to keep records on
authorisations for their authorised employees aildd archive them in a separate part of
personnel files (Article 60);

e) the authorized official fails to maintain permanemneérsight over the distribution of secret
data and fails to update the register that clestiyws the time of access and the identity
of persons who accessed the secret data (Artigle 68

f) The system of procedures and decisions of impoetéorcsafekeeping secret data (Article
69) has not been established;

g) If, in their safekeeping and transfer, secret de@e not been protected from access by
unauthorised persons (Article 70);

h) Lack of reporting to the authorised person on d¢isapance, destruction or unauthorised
disclosure of secret data (Article 71);

i) internal oversight over secret data protectionrttddeen ensured (Article 73 and 74).

Article 79
(Sanctions for responsible authorised persons)
An authorised person shall be fined from KM 1,00 &M 5,000 if he/she:

a) transfers the authority to classify data to anotlperson (Article 13
Paragraph 3)

b) classifies data as CONFIDENTIAL, SECRET or TOP SECRwithout the
authority to do so (Articles 13 and 14)

c) does not classify a document created by merging dwaonore pieces of
information which by themselves are not deemedidential (Article 18)

d) fails to act in accordance with Article 21 of thisw

e) changes the classification level of a documentata dvithout authorization
(Article 23)

f) fails to appropriately mark a secret document @et4)

g) fails to prevent a person who has been strippddséfier authorization from
accessing secret data (Article 58 Paragraph 4)

h) issues a temporary secret data access authorizatioontravention of the
provisions of Article 63 of this Law

i) acts in contravention of Article 67 of this Law.

VIl - TRANSITIONAL AND FINAL PROVISIONS

Article 80

(Budget funds for the implementation of the Law)

For the implementation of this Law, it is necesdargecure funds from the budget of the institigion
of Bosnia and Herzegovina, entity budgets and otbeels of state organisation of Bosnia and
Herzegovina, i.e. funds from the budget of eackestntity and institution at other levels of state
organisation of Bosnia and Herzegovina respectively

Article 81

(By-laws adopted by the Council of Ministers of BiH

The Council of Ministers of Bosnia-Herzegovina $ha¢ obliged to adopt by-laws within its
competencies in accordance with the relevant pimwsof this Law, not later than three months upon
the entry into force of this Law.



Article 82

(Other by-laws)

All bodies, organizations and institutions of B@sand Herzegovina, entities and other levels &€ sta
organisation of Bosnia and Herzegovina shall baired

to adopt the relevant regulations from within th@mpetencies and adjust their organisation far the
implementation and/or harmonise the existing regaria and organisation with the provisions of this
Law, not later than six months upon the entry fotge of this Law.

Article 83

(Ensuring granting of authorisations)

(1) Bodies, organisations and institutions of B#tities and other levels of state organisation of
Bosnia and Herzegovina shall be obliged to ensuae dll officials and employees who must have
access to secret data by virtue of their dutiesivecappropriate authorisations as stipulated s/ th
Law not later than within eighteen months upondag of entry into force of this Law.

(2) All officials and employees who do not receilie authorisations referred to in Paragraph (1)) sha
be denied access to secret data.

Article 84

(Harmonisation of classification levels)

It shall be the duty of authorised persons to chatig degree of classification for the secret data
whose degree of secrecy was determined in accoedaitic former regulations and which still have
operational value, so as to harmonise it with ttevigions of this Law not later than within one yea
from the day of entry into force of this Law.

Article 85

(Harmonisation of classification levels for electroic and other data)

(1) It shall not be obligatory to change levelglafssification within the deadline referred to irtiéle
84 for the secret data in the electronic or otbemf(not on a hard copy), or in the data in theemuir
or permanent collection of documentation material.

(2) It shall be obligatory to change the classtima level for the secret data referred to in Peapl
(1) when they are reused or handed over to anagest

Article 86
(Comparison of previous and present classificatiotypes and degrees)
Secret data referred to in Article 85 of this Lavals be processed during interim period as follows:

a) data classified as STATE SECRET as TOP SECRET.

b) data classified as OFFICIAL or MILITARY SECRET fadlows:
(1) OFFICIAL or MILITARY SECRET — STRICTLY CONFIDENTIALas SECRET
(2) OFFICIAL or MILITARY SECRET — CONFIDENTIAL as CONBIENTIAL
(3) OFFICIAL or MILITARY SECRET — RESTRICTED as RESTRIED.

Article 87

(Harmonization of laws in BiH)

(1) Competent authorities in Bosnia and Herzegowhall be required to harmonize all relevant
provisions of laws and bylaws with the Law, in parar in the domain of secret data classification,
within six months after the effective date of thenL

(2) The currently applicable regulations shall Ippled parallel to the Law until harmonization of
laws referred to in paragraph (1). In the everd obnflict, provisions of the Law shall apply.
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Article 88
(Entry into force)
This Law shall enter into force on the eighth dgpm its publication in the “Official Gazette of

Bosnia and Herzegovina”.

PA BiH no.197/05

28 of July 2005

Chairperson of the PA BIH HOR Chairperson of tha BIH
HoP

Sefik Dzaferovic Velimir Jukic
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ANNEX XIV. Extracts from the Book of Rules on Secré Data Protection in State
Investigation and Protection Agency, sighed by thBirector of the Agency (SIPA) on
13.03.2006.

Article 4
(Persons authorized to assign levels of secrecy)

(1) The level of «TOP SECRET» data can be assignedigniige Director of the Agency.

(2) The level of «<SECRET», «CONFIDENTIAL» and «RESTREII» can be assigned by the
Director of the Agency or by a person in line ofydwho is given such authorization by the
Director by means of a special document.

(3) The authorized persons mentioned in paragraphf (djoArticle cannot

Article 6
(Levels of Secrecy)
(1) Secret data have one of the following levels ofegc
a) Top Secret
b) Secret
c) Confidential
d) Restricted.........

CHAPTER Ill- ACCESS TO SECRET DATA

Article 13
(Entitlement to Access Secret Data)

(1) an entitlement to access secret data with celgael of secrecy is given only to a person
who was given a permit with the same level of segr as stipulated by provisions of the
Law.

(2) A person can be given temporary access to sedieindach are one level higher than the one
for which the person is given a permit provided thatten authorization is given by a person
competent to issue a permit and under the limitatia terms of data which are necessary for
performing certain activity and with a timeframenséximum three months.

(3) Access mentioned in paragraph (2) of this Artida be given on the basis of request made
by the Director of the Agency or an authorized perisom paragraph (2) of Article 4 of this
Book of Rules to persons competent to issue permits

CHAPTER IV- STORAGE OF SECRET DATA AND SURVEILLANCE

Article 16
(General and specific measures of protection of s&t data)

Apart from the measures and procedures for seetgt jgrotection stipulated by the Law and

specific regulations of the Council of Ministergrgons employed within the Agency who have

access to secret data shall also apply the foligpwamneral and specific measures of protection:

a) General measures of protection are as follows:

1) Documents which represent secret are to be dewtlape kept with application of relevant
measures of protection;

2) Authorized person mentioned in Article 4 of thisdBoof Rules shall appoint persons who
can get acquainted with a document which contagtwses data as well as the ways of
acquaintance;

3) If a secret data is communicated orally or by meafngelevant technical resources, in the
course of meetings, counseling sessions, semindahey are to be recorded, a prior warning
is to be given regarding the secrecy. Such a wgrisito be considered as assigning the level
of secrecy in a written form;
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4)

5)

6)

b)
1)

2)

3)

4)

5)

Carrying out of documents which represent secré ttam the premises and buildings in
which they are kept or developed can only be dopenuthe authorization given by
authorized person which assigned the level of sgcre

Parties are not to be allowed to enter premiseshich secret data are being developed or
stored, except for certain persons who are givenaththorization by authorized person to
enter such premises in order to perform a speicifik;

While developing secret documents only persons eyepl by the Agency who are directly
involved in developing such in the premises.

Specific measures of protection are as follows:

Specific measures of protection shall be appliedpfotection of documents, resources and
objects which are classified as secret data inrdeo@e with criteria stipulated by the Law
and this Book of Rules;

Organizational Units of the Agency which are depelg, receiving or using the documents
classified as secret data are to obliged to kegpdéor correspondence classified as secret
data as well as to pay attention regarding thgeyjsaays of keeping and storing the books;
Content of the books mentioned in paragraph (1ytpoj item 2 of this Article is stipulated
by Guidance on ways of performing office busineg®rations of Ministries, Services,
Institutions and other bodies of the Council of Miars of Bosnia and Herzegovina (“Official
Gazette of B&H", no. 35/03);

In reference to measures, actions and procedurésrmped by Organizational units of the
Agency in terms of production or realization of dowents which have the level of secrecy
“Top Secret” a secret-encrypted title has to e

Documents and resources which constitute a seatatade to be mandatory kept in steel safe
and in premises secured from possible breaks-inibie opening, fire and alike.

Article 18
(Disappearance, destroying and unauthorized tippingff of secret data)
(1) User, receiver of secret data and all employedhbyAgency who find out that a secret data

has disappeared, has been destroyed or an unaeth@erson has it in his/her possession are
obliged to report it immediately to the authorizedrson who had assigned the level of
secrecy.

(2) Once the authorized person mentioned in paragraplof(this Article is given the report,

he/she is obliged to take immediately all necessations for the purpose of determining
circumstances and responsibility on terms of disapgnce, destroying and unauthorized
tipping-off of secret data and accordingly to applghout delay all measures and take all
actions in order to eliminate detrimental consegasn

Article 19
(Surveillance and records)
(1) The authorized person mentioned in Article 4 of tBook of Rules must have continuous

surveillance over the distribution of secret datd he/she must keep records stipulated by the
Law and specially he/she has to pay attention ta datry as well as data on when and who
has been acquainted with the secret data.

(2) Special records are being kept on disappearedrogest or secret data with which an

unauthorized person has been acquainted. Thedsecontain title, i.e. type of secret data
circumstances under which such a data has disaghdaas been destroyed or revealed, who
has come or might have come into possession apdeared data, and actions taken in order
to eliminate detrimental consequences, as welfasmation regarding bodies, organizations
and institutions which have been informed abouamigarance or revealing , the measures
taken against persons responsible for disappearancevealing and short estimation of
consequences of disappearance with given proposals.
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ANNEX XV. Extract from Law on Enterprises

Prohibition of registration of its shares and shars of control enterprise
Article 215

(1) A joint stock company can not register theirs awtjodirectly or indirectly through another
person who acquired them for his account.

(2) Depending society can not register the action efpirent company, in accordance with this law,
directly or indirectly through another person whg@red them for his account.

(3) If another person has register or has acquiredeshara manner contrary to paragraphs 1. and 2
of this article, it is considered that that persas taken it for its own account and shall be paiyp
liable for the payment of the amount of the mankadtue of such shares, even if there is a different
agreement with the company for whose account theyeayistered or acquired.

(4) Any agreement on a fee or compensation of persoparagraph 3 this article is null and void.

General rules relating to the acquisition of own sares
Article 216

(1) Own shares in this law are shares that a stookpany acquired from its shareholders.
(2) Joint-stock company may acquire its own sharesther securities, which its has issued from its
shareholders, directly or indirectly through anotherson who acquired them in its own name and on
behalf of that company, in accordance with the thtions of the constitutive act and limitations
payment stipulated by this law.
(3) Joint-stock company may acquire its preferteatas as well as its own shares or other securities
that are not ordinary shares, in part or in whole.
(4) A joint stock company may acquire only partied ordinary shares, as own shares.
(5) Open joint stock company may acquire its owarah so that the total nominal value, including
the previously acquired shares that company habdsshares that are acquired indirectly, does not
exceed 10% of its initial capital, unless:

a. if the company has reserves that can be usedifoptinpose and if used for this acquisitions,

a) acquisition of shares without fees which are fpliyd,

b) acquiring shares in the process of forced salerumdeurt decision to pay the debt joint stock

company by the shareholders, if no other methazbtéction and

c) Statutory changes.
(6) Open joint stock company can not acquire it$ @hares with the shareholders agreement, but
only through the offer to all shareholders pro fataccordance with law.
(7) Closed Joint Stock Company acquire its owneshar other securities by their values determined
in accordance with this Law, unless the founding accontract between the company and stock
holder of securities, at the time when the se@asiissued, defines otherwise.

Ordinary and preferred shares

Article 199
(1) A joint stock company can issue: ordinary (teguand preferential (priority, preference) shares
(2) A joint stock company must have at least onnary share.
(3) Ordinary shares of joint stock company alwaesent one class shares.
(4) Preferential shares of joint stock company leardivided into two or more classes with different
rights (different rates or different dividend papiation or cumulative dividend rights or different
rights to the payment of companies property initigtion).
(5) Ordinary shares of joint stock company havestmae nominal value.
(6) Preferential action of of joint stock compariytlte same class have the same nominal value.
(7) A joint stock company may issue shares onllydme.



