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Overall Country Information 

No. Checklist Brief description 

1.  

What is the level of dialogue (e.g. conferences, working 
groups) between the Government (including governmental 
bodies or other authorities such as Securities 
Commissions) and the private sector in respect to the need 
of improving corporate governance in your country? 

The level of communication between the relevant authorities and the private sector with regard to the 
necessity of improving the corporate management in our country is unsatisfactory. The private sector 
may propose adoption of new laws or amendments to the existing ones through its associations; however, 
it cannot influence the enactment of Laws.  

2.  Please describe any ongoing process to improve the level 
of corporate governance in your country? 

The B&H Council of Ministers, on proposal of the B&H Foreign Investment Promotion Agency 
undertakes the necessary measures for the increase of foreign investments in Bosnia and Herzegovina. In 
relation with that, the relevant authorities have adopted the Regulations on Procedures of Assignation of 
Assets for Support to Foreign Investors, Decision on Establishment and Operation of the Board of 
Foreign Investors Stimulation and Support Fund and the Resolution on Appointment of the Members of 
the Board of the Stimulation and Support Fund. The Fund’s assets for 2007 were two million BAM, 
guaranteed from the B&H institutions Budget. The Fund’s assets can be used for financing foreign 
investors’ projects in the sectors of manufacture, and research and development as well as for other 
projects, except those in the sector of restaurant and hotel business and trade. The criteria for choice of 
users of the Stimulation and Support Fund are the number of new employees, development of the sector 
of investment, environment protection and participation of export in total sale.  

3.  

Which bodies in the public and private sectors (both 
domestic and foreign) have initiated, supported and been 
active in promoting corporate governance reform? (For 
example, institutes of directors, centers/institutes of 
corporate governance, associations of shareholders, 
chambers of commerce, IFIs). 

Foreign Investments Promotion Agency, the Securities Commission of the Federation of Bosnia and 
Herzegovina.  

4.  

Does a voluntary national code of corporate governance 
good practice exist? [if yes, please specify the date of 
enactment, the latest amendments and if it is available on 
the web and include the link] 

A voluntary cod exists. It is called: “Rules on the Governance of Joint Stock Companies”, adopted on 21 
April 2006, drafted by the Securities Commission of the Federation of Bosnia and Herzegovina. 
The code is primarily voluntary. The Securities Commission requires a statement on compliance or 
noncompliance with the code. The code has not been implemented, nor have no compliance statements 
been issued by companies. 
The Code is not available on the Internet 

If the code exist: 
- was the voluntary code of corporate governance 

developed by the Government or the private sector? The Code was drafted by the Securities Commission of the Federation of Bosnia and Herzegovina. 

5.  

- to what extent is the code based on the OECD 
Principles? The Code is inspired by the OECD Principles 
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No. Checklist Brief description 

- is it endorsed by the stock exchange or securities 
commission? The Code was drafted by the Securities Commission of the Federation of Bosnia and Herzegovina. 

- must companies/listed companies disclose their 
degree of compliance with the code (“comply or 
explain”)? 

- are compliance statements published and easily 
accessible by investors? [if yes, please describe 
including, if available, the website where the 
compliance statements can be found] 

Recently, the Securities Commission has required companies to disclose compliance with the Code. 
None have done so to date. 

To what extent has the Government announced plans for updating and strengthening of: 

(a) the legal and court system The High Judicial and Prosecutorial Council has started a public information campaign “Independent and 
Efficient Judiciary in B&H” aimed at presenting all aspects of the reform of the judiciary. 

(b) the corporate tax system The reform of direct taxation is also planned and it should start from the 1.1.2008. The new Law on 
Corporate Income tax would be applied, but also the laws that regulate personal income of citizens. 

c) the educational system for business and legal 
professions 

The FB&H Ministry of Education has not announced any plans for improvement of the educational 
system in the near future, but the University in Sarajevo has been included in the project of the Center for 
European Studies which plans to start an MA in management and Consulting in Education, and the Law 
Faculties have signed a Memorandum on Long Term Cooperation in the Area of Professional Training 
with the High Judicial and Prosecutorial Council.  

6.  

d) the application of international accounting and 
auditing standards? 

The following apply on the whole territory of B&H from 2004: 
The International Accounting Standards (IAS), the International Financial Reporting Standards (IRFS), 
and the International Standards on Auditing (ISA). 

7.  
Which are the main laws and regulations addressing 
corporate governance in your country? Please list titles 
and dates when they came into force. 

- Law on Business Companies of the Federation B&H (“FB&H Official Gazette" number 
   23/99 on 21.06.1999, 45/00 on 25.10.2000, 2/02 on 21.01.2002, 6/02 on 14.02.2002, 
   29/03 on 30.06.2003, 68/05 on 07.12.2005) 
- Law on Registration of Business Entities of the Federation B&H (“FB&H Official 
  Gazette" number 27/05 on 31.05.2005) 
- Regulations on management of Joint Stock Companies of the Federation B&H (“FB&H 
   Official Gazette" number 24/06 on 17.05.2006, 27/05 on 31.05.2005) 
- Law on Securities of the Federation B&H (“FB&H Official Gazette" number 39/08 on  
   15.10.1998, 36/99 on 06.09.1999) 
- Law on Securities Commission of the Federation B&H (“FB&H Official Gazette"  
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No. Checklist Brief description 

   number 39/98 on 15.10.1998, 36/99 on 06.09.1999, 33/04 on 19.06.2006) 
- Law on Banks (“FB&H Official Gazette" number 39/98 on 15.10.1998, 32/00 on 
   30.08.2000, 48/01 on 09.11.2001, 27/02 on 28.06.2002, 41/02 on 23.08.2002, 58/02 on 
   19.11.2002, 13/03 02.04.2003, 19/03 on 13.05.20003  and 28/03 on 26.06.2004) 
- Law on Registry of Securities of the Federation B&H (“FB&H Official Gazette" 
   number 39/98 on 15.10.1998) 

8.  

Summarize recent significant legal developments 
affecting corporate governance. 
[Please indicate whether reviews are planned (and if so, 
where they stand in the legislative process). If reforms are 
pending, please provide a schedule of the main proposals 
which are relevant to corporate governance] 

Law on Classification of Activities (“FB&H Official Gazette" number 84/06) 
There is a plan to enact a new Law on Securities Market to replace the Law on Securities  a new Law on 
Investment Funds should replace the Law on Fund management Companies and Investment Funds.   

9.  

Please list the different corporate forms which are allowed 
under the law (e.g. partnerships, limited liability, joint 
stock, public limited) and briefly explain the main 
differences 

Section 3 of the FB&H Law on Business Companies  
The Companies can be organized in the following forms: 
1. Unlimited joint and several liability company  
It is a company incorporated by at least two persons with unlimited joint and several liability for the 
company’s obligations. 
2. Limited partnership 
A company where one or more members has unlimited joint and several liability for the company's 
obligations, and responds with all its assets and property (general partner), whereas one or more members 
are liable for the company's obligations only up to the amount of their investments as recorded in the 
court register (limited partner). 
3. Joint stock company  
A joint stock company is a company where the basic capital is divided into shares. 
4. Limited liability company  
It is a company where the basic capital is divided into participations. 
It can be incorporated by physical or legal persons who are not liable for the Company obligations and 
bear the risks of its business only up to the amount of their participations therein. 
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No. Checklist Brief description 

Are joint stock companies managed under {please briefly explain): 
Compulsory one-tier system (no supervisory board) No. 

Compulsory two tier-system (management board and 
supervisory board) 

The management bodies in the joint stock company are: 
1. shareholders meeting (constituted by all Company shareholders) 
2. supervisory board  
3. management (general director or general director and one or more executive directors) 
4. auditing board  

10.  

Option to choose one-tier/two-tier system No. 
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Principle I: Ensuring the basis for an effective corporate governance framework 

The corporate governance framework should promote transparent and efficient markets, be consistent with the rule of law and clearly 
articulate the division of responsibilities among different supervisory, regulatory and enforcement authorities. 

I.A. Corporate governance framework should be developed with a view to its impact on overall economic performance, market integrity, and 
the incentives it creates for market participants and promotion of transparent and effective markets. 

 

No. Checklist Yes No Reference to the relevant law 

Does your country have a functioning stock exchange? 
[please include the stock exchange website] 

  www.sarajevo-x.com 

11.  
Are there different listing segments on the stock exchange? 
If yes, please describe, focusing on corporate governance. 

  

1. Listing on the Stock Exchange  
The securities can be listed under the following conditions:  
- if they are tradable in an organized manner 
- if they are fully paid 
- if they are unlimitedly transferable 
- if they comply with the listing criteria set in the Stock Exchange Regulations. 
2. Securities on the Free Market 
The Stock Exchange management introduces the securities in trade on the free 
market on request of the issuer or professional intermediary if the following 
conditions are fulfilled:  
- if the securities are tradable in organized manner on the market 
- if the securities are fully paid 
- if the securities are freely assignable 
- if the Stock Exchange obtained the documents provided in the Stock 

Exchange Regulations from the Registry, if possible 
3. Shares of investment funds and privatization investment funds 
Shares of investment funds and privatization investment funds must be listed on 
the Stock Exchange.  
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No. Checklist Yes No Reference to the relevant law 

Sarajevo Stock Exchange Regulations – Sections 11, 52 and 58 
12.  Are corporate bonds common in your country?   Up till now there was no issue of corporate bonds in FBIH.  
13. Are DR (Depositary Receipt) common in your country?    

14.  
Does the country have a legislative or regulatory body in 
charge of assessing the implementation, reviewing and 
developing corporate governance laws? 

   

15.  

Are there effective, ongoing consultations between 
regulatory authorities, the public and corporations regarding 
the development of corporate governance laws? Is the 
decision-making process used in the development of those 
laws made publicly available? 

  

Although the adoption of laws is subject to public discussions, in practice, 
however, there is no effective consulting between the regulatory authorities, the 
public and the companies that would influence the adoption of the law on 
corporate management.  

16.  
How transparent is the legal reform process? Does it allow 
all affected parties to fully understand the new laws and 
regulations? 

  
The legal reform process is not transparent. It is common practice that all affected 
parties are informed only after the law is passed and published in the official 
gazette.  

17.  Can the securities market regulator intervene on behalf of 
shareholders in corporate disputes?   

The Securities Commission may start civil procedures for annulment of any legal 
business which contravenes the regulations on the capital market and of any by-
law that breaches the regulations on management of joint stock companies 
(Section 12 of the Law on Securities Commission). 

18.  Does commercial, corporate or securities arbitration exist? If 
yes, are arbitration decisions binding and final?   

In accordance with the Regulations on Organization and Operation of the 
Arbitration Committee of 17/06/2007, the arbitration exists and its decisions are 
final and unappealable. The arbitration awards have the power of an effective 
judgement of the regular courts (Section 50 of the said Regulations).  

19.  
Are state-owned companies subject to exactly the same 
corporate governance rules as other privately owned 
companies? 

  The state owned companies are governed by the Law on Public Companies 
(FB&H Official Gazette number 8/05) . 
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I.B The legal and regulatory requirements that affect corporate governance practices in a jurisdiction should be consistent with the rule of 
law, transparent and enforceable. 

No. Checklist Yes No Reference to the relevant law 

Are the legal and regulatory requirements on corporate governance: 
(a) generally clear and well understood by economic 

participants?   Sometimes the laws are not precise and some issues are not defined enough. 

20.  

(b) sufficiently enforced in an efficient, consistent manner 
so as to constitute a transparent system?   

There are circumstances with negative effects on the efficiency of implementation 
of the regulatory requirements. Very often the laws are being prepared by foreign 
advisors coming from different countries and different legal systems and they 
introduce the solutions that are not in compliance with the other laws in Bosnia.  

Do special court/sections exist in the judiciary for corporate 
cases?   

In the Federation of Bosnia and Herzegovina there are only department by some 
of Municipal Courts (municipal courts existing in the seat of Cantonal courts) 
which are relevant for business disputes are also for the cases in the area of 
corporate management.    

Is there a significant percentage of corporate governance law 
that has never been tested in court?   There is a large number matters in corporate governance which have never been 

subject to a court procedure.  
21.  

Does a comprehensive case law collection exist so that 
interpretation of corporate governance legislation by courts 
is reasonably foreseeable and follow a trend? 

  There is no centralised case law of all courts in Federation Bosnia and 
Herzegovina but only for some of the courts of different level in the legal system.  

22.  Do the laws usually specify sanctions and liabilities for 
breach of corporate governance laws and regulations?   Sections 375, 275, 376, 377, 378, 379 of the Law on Business Companies. 

If yes, are the responsibilities and sanctions for breach of the law with reference to the following subjects, clearly defined: 

(a) management board   According to the applicable laws, the management board as a company body does 
not exist. 

(b) supervisory board (if applicable)   Section 377 of the Law on Business Companies  

c) corporate registry   Section 80 of the FB&H Law on Registration of Business Entities in the Court 
Register  

d) corporate auditors   Section 44, in relation with Section 37 of the Regulations on management of Joint 
Stock Companies. 

23. 

e) corporate evaluators/assessors (e.g., in case of 
contribution in kind)   The Laws that refer to corporate governance do not provide for sanctions against 

evaluators/assessors. 
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I.C. The division of responsibilities among different authorities in a jurisdiction should be clearly articulated and ensure that public interest 
is served. 

No. Checklist Yes No Reference to the relevant law 

24. 
Does the law designate a clear division of responsibilities 
between different authorities (e.g., banking regulator, 
securities market regulator, competition authority)? 

  The responsibilities are clearly defined by the laws that apply to these authorities. 

25. Does the law address the issue of potential duplication of 
activities or gaps in oversight between regulators?   

Separate Laws regulate the rights and obligations of the Securities Commission, 
Registry of Securities, Banking Agency and similar and there are no overlaps 
between their operations. 

26. Are the key laws perfectly harmonised without major 
inconsistencies, conflicts and discrepancies?   In certain cases the legal provisions are unclear, but there are no conflicts or lack 

of harmonization between the laws. 

27. Is there an effective system of cooperation in place between 
them?   Section 14 of the Law on the Securities Commission 

 

I.D. Supervisory, regulatory, and enforcement authorities should have the authority, integrity and resources to fulfill their duties in a 
professional and objective manner. Moreover, their ruling should be timely, transparent, and fully explained. 

No. Checklist Yes No Reference to the relevant law 

28.  Is the market regulator in charge for corporate governance?   

The Securities Commission is not in charge for the complete corporate 
governance of the companies but only guarantees and supervises the application 
of laws and other regulations that refer to the issue and trade in securities (Section 
11 of the FB&H Law on Securities Commission). 

29.  

Whether the operational independence of the regulator is 
assured by the law from external political, commercial, or 
other interest interference when exercising its respective 
functions and powers? 

  
In accordance with the Section of the FB&H Law on Securities Commission, the 
Securities Commission is an independent specialized institution with its own 
source of income.   

30.  Is the regulator accountable to the Parliament or another 
government body on an ongoing basis?   The Securities Commission is accountable for its work to the FB&H Parliament 

(Section 2 of the FB&H Law on Securities Commission).  

31.  Is this budget of the regulator published and expenses 
transparently described?   

The Securities Commission is financed from the revenues and fees related with its 
operation. The Securities Commission’s activities can also be financed from the 
donations of foreign governmental and non-governmental organizations. 

32.  Does the law require that when passing developing new legislation, regulatory agencies should: 
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No. Checklist Yes No Reference to the relevant law 

(a) understand in advance the effect, costs and 
consequences of such new legislation (e.g., by 
implementing a Regulatory Impact Analysis - RIA)? 

  
The Law does not explicitly provide for this. Nonetheless, the Laws are always 
aimed at regulation of certain sectors and the legislator must previously 
understand all effects, expenses and consequences of any new law.  

(b) take into account the availability of resources for the 
implementation and enforcement of those laws?   

The Law does not provide explicitly for this; however, if required, the Law which 
is being adopted provides also for the assets to finance its application. Therefore, 
the legislator must take the financing into account before adopting the Law.  

Are the rulings of regulatory agencies documented and 
publicly available?   The rules of the regulatory agencies are available to public. 

33.  
If so, is that information easily accessible?   Most of the rules of the regulatory agencies can be found on their websites. All 

rules are published in the FB&H Official Gazette. 

34.  After regulatory agencies render their decisions, must they 
also provide explanations for those decisions?   

In accordance with Section 3 of the Law on Securities Commission, when 
deciding in administrative matters, the Commission applies the provisions of the 
Law on General Administrative Procedure which stipulates that each decision 
must be grounded.  
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Principle II: The rights of shareholders 

The corporate governance framework should protect shareholders’ rights 

II.A. Basic shareholder rights include the right to: 1) secure methods of ownership registration; 2) convey or transfer shares; 3) obtain 
relevant information on the corporation on a timely and regular basis; 4) participate and vote in general shareholder meetings; 5) elect 
members of the board; and 6) share in the profits of the corporation. 

No. Checklist Yes No Reference to the relevant law 

35. 
Does the law require maintenance of a central or company 
share register where the shareholding of investors is 
recorded? 

  
In accordance with Section 4 of the Law on Securities, all records of shareholders 
are kept in the central Registry of Securities of the Federation of Bosnia and 
Herzegovina. All shares are kept in a non-material form. The central Registry 
keeps the records on shares for all joint stock companies.   

36. Does the law require that the relevant share register be 
maintained by an external and independent organisation?   

The Registry was established as an independent joint stock company supervised 
by the Securities Commission (Sections 3 and 5 of the Law on Registry of 
Securities). 

37. 

Under the law, does registration of shareholding in the 
central or company share register constitute proof of 
ownership? If not, please explain what is the legal evidence 
of share ownership 

  The ownership title is obtained by entry in the Registry which issues a certificate 
on ownership to the owner (Section 8 Law on Securities). 

38. 
Under the law, can the parties (purchaser, seller or third 
parties, please explain) of shares require amendment of the 
register to record the change in shares' ownership? 

  

The ownership of securities is acquired on the day of execution of the legal 
business of transfer of ownership of the securities.  The buyer must notify of the 
change of ownership of the securities at latest seven days from the day of entering 
into the legal business (Section 41 of the Regulations on Registration of 
Securities). 

Does the law require that all the shares be fully paid before 
they can be transferred?   

The Law does not specify this, but in practice, the securities must be fully 
paid in order to carry out their transfer. After the registration/payment of 
securities, the depositary bank notifies the Registry that the shares were 
paid, after which the Registry enters the details on owners in its own 
records.   

39. 

Are shares of listed/public companies freely transferable?    
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No. Checklist Yes No Reference to the relevant law 

Can the free transferability of shares be restricted by specific 
provisions in company articles or by private contractual 
agreements? 

  

The transfer of shares cannot be restricted by the company Articles of Association 
or by contract.  
The sale or transfer of shares on any other grounds other than inheritance can is 
legaly banned for a period of one year only by an issue of shares through closed 
sale (private issue) which applies to all buyers of such shares or by an agreement 
concluded between the shareholders, which is binding only upon its signatories 
(Section 210 Law on Business Companies). 

Is the law providing shareholders the right to obtain 
information about the company at no costs and without 
undue delay? [if applicable, please state the time limit for 
providing information] 

  

The shareholders may require  an excerpt from the central Registry of Securities 
with details of all rights related to his particular securities. The shareholders 
cannot requests  an excerpt related to the rights of other shareholders from the 
central Registry. 
As for the other details on companies, the shareholders can find information in 
different sources; however, it is partial and may be incomplete. The basic 
company documents can be found in the local court registry according to the 
company’s registered address, but cannot be accessed through Internet or similar 
means. Full financial reports can be acquired from the specialized agencies and 
the shareholders can seek information directly from the company, at their own 
expense. A number of reports of the companies are also published in daily 
newspapers. The Sarajevo Stock Exchange website contains the financial reports 
on the PIFs. 

40. 

Does the law provide for sanction in case such information 
is not provided by the company in due time?    

Under the law, is the shareholders' meeting the only body authorised to: 
(a) elect/appoint members of the board? [please 

distinguish in case of two-tier system in place]   Section 246.11 of the Law on Business Companies provides that the shareholders 
meeting appoints the members of the supervisory board. 

(b) dismiss members of the board? [please distinguish in 
case of two-tier system in place]   Section 246.11 of the Law on Business Companies provides that the shareholders 

meeting of the company withdraws the members of the supervisory board. 
c) approve the company's audited annual report?   This is provided in Section 246.4 of the Law on Business Companies.  

d) approve dividends?   This power of the shareholders meeting is provided in Section 246.5 of the Law 
on Business Companies. 

41. 

d) decide on the time frame within which approved 
dividends are paid out?   This power of the shareholders meeting is provided in Section 246.5 of the Law 

on Business Companies. 

42. Are minority shareholders able to pool their votes for certain 
board candidates (for example, through cumulative voting)?   

In accordance with Section 261 of the Law on Business Companies, a candidate 
for membership in the supervisory board can be proposed by a shareholder or a 
group of shareholders that own at least 5% of voting shares. The president and the 
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No. Checklist Yes No Reference to the relevant law 

members of the supervisory board are elected by voting, where a number of votes 
assigned to each share equals to the number of supervisory board members to be 
elected, the chairman included.  The Law on Business Companies provide for the 
individual voting for each of the candidate of the board. If the board has for 
instance 5 members a candidate for the member would be elected with 20% of 
votes. The minority shareholders can agree on voting and can give the powers to 
one representative to vote. The other possibilities to pool the votes does not exist.  

Does the law give the shareholders' meeting the exclusive power to (please specify if the power can be delegated to the board by the charter): 

a) appoint auditors;   This is provided in Section 246.11 of the Law on Business Companies. 

b) approve the auditors' remuneration;   This is provided in Section 246.14 of the Law on Business Companies. 

c) request additional information regarding the auditors' 
report?   

The Law does not explicitly provide that the shareholders meeting may require 
additional details on audit reports, however, in practice, this is possible as the 
shareholders meeting adopts the annual company financial statements which 
include the audit report.  

43. 

d) approve remuneration of (supervisory/management) 
board members   This is provided in Section 246.14 of the Law on Business Companies. 

44. Does the law impose any conditions on a company to 
declare dividends?   Section 58 of the Regulations on Management of Joint Stock Companies. 

45. Does the law require the distribution of dividends among 
holders of shares in proportion to their shareholding?   

The dividends are paid in proportion with the nominal value of shares, and the 
shares which are not fully paid, in proportion with the payments carried out and 
the period from the day of payment until the end of the business year for which 
the dividend is paid. The dividends are paid to the shareholders included in the 
shareholders list on the day of adopting the decision on dividend payment. The 
above is provided in Section 206 of the Law on Business Companies. 

46. Does the law require the distribution of liquidated proceeds 
among holders of shares in proportion to their shareholding?   Section 306 of the Law on Business Companies  
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II.B shareholders have the right to participate in, and to be sufficiently informed on, decisions concerning fundamental corporate changes 
such as: 1) amendments to the statutes, or articles of incorporation or similar governing documents of the company; 2) the 
authorisation of additional shares; and 3) extraordinary transactions that in effect result in the sale of the company. 

 Checklist Yes No Reference to the relevant law 

Does the law provide that shareholders should be notified of, and have the exclusive power to vote in respect of (please specify if the power can be delegated to the 
board by the charter): 

a) amendments to the company charter?   
This is provided in Section 246.15 of the Law on Business Companies. The 
shareholders meeting is relevant for this issue and it cannot be delegated to 
another body.  

b) issue of additional shares?   

This is provided in Section 246.2 of the Law on Business Companies. Section 269 
of the Law on Business Companies stipulates that the supervisory board may 
approve the issue of new shares of an existing class in the amount up to one third 
of the sum of nominal values of the existing shares as well as the amount, time of 
sale and price per share. If the supervisory board does not pass the decision, it 
may be passed by the shareholders meeting. 

c) merger, take-over or reorganisation of the company?   Provided by Section 246.7 of the Law on Business Companies. The shareholders 
meeting is relevant for this issue and it cannot be delegated to another body.  

d) winding up or voluntary liquidation of the company?   Provided in Section 246.9 of the Law on Business Companies. The shareholders 
meeting is relevant for this issue and it cannot be delegated to another body.  

e) waive pre-emptive rights (in the event of capital 
increase)?   Provided in Section 246.3 of the Law on Business Companies. The shareholders 

meeting is relevant for this issue and it cannot be delegated to another body.  

47.   

f) amendment of the specific rights attached to any class 
of shares?   Provided in Section 246.16 of the Law on Business Companies. The shareholders 

meeting is relevant for this issue and it cannot be delegated to another body.  

48.  
Does the law provide that existing shareholders have pre-
emption rights to subscribe for newly issued shares in 
proportion to their relevant shareholding? 

  

Section 213 of the Law on Business Companies provides that in any new issue of 
shares, the existing shareholders are entitled to pre-emption of new shares during 
30 days after the expiry of the deadline for registration of new shares, in such 
scope that would allow them to maintain the participation in the basic capital as 
before the new issue.   
All shareholders from the list of shareholders on the day when the shareholders 
meeting renders the decision on increase of the company capital have the pre-
emption rights.  

49.  a) Does the law allow exceptions/restrictions to these pre-
emption rights described in Question 2 above?   Section 215 of the Law on Business Companies provides that the pre-emption 

rights can be excluded or restricted by the shareholders meeting resolution.  
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 Checklist Yes No Reference to the relevant law 

b) If yes, are these restrictions required to be approved on 
a casa by case basis and by a super-majority vote of the 
shareholders (e.g. 75%)? 

  
In accordance with Section 215 of the Law on Business Companies, in order to 
approve any restriction or exclusion of the pre-emption rights the shareholders 
meeting must render a decision with a ˝ majority of total voting shares. 

50.  Can shareholders delegate to boards the issuance of capital 
up to an authorized limit and within a specified time-frame?   

Section 269.11 of the Law on Business Companies stipulates that the supervisory 
board has power according to that law to decide on the issue of new shares in the 
existing class in the amount up to one third of the sum of nominal values of the 
existing shares as well as the amount, time of sale and price per share which 
cannot be lower than the average market price of the existing shares of the same 
class in the period of 30 consecutive days before the decision is rendered.  

51.  

Does the law enable a shareholder who voted against any of 
the corporate changes in the company as referred to in 
Question 1 above to sell its shares to the company for not 
less than a price determined by an independent valuation 
entity (or the market)? 

  

According to Section 255 of the Law on Business Companies, any shareholder 
that either by a written statement submitted to the supervisory board before the 
shareholders meeting or orally and entered in the minutes before voting on the 
shareholders meeting opposes to a decision that produces relevant changes in the 
company or shareholders’ rights, which decision is later adopted by the 
shareholders meeting, is entitled to file, within 8 days from the day of the 
shareholders meeting, a written request to the Company asking it to purchase its 
shares.  
The company must purchase these shares within 3 months from the day of receipt 
of the request, paying a fair market value as in the period from the day of 
publishing the notification to the day of the shareholders meeting. 

 

II.C shareholders should have the opportunity to participate effectively and vote in general shareholder meetings and should be informed of 
the rules, including voting procedures that govern general shareholder meetings. 

No. Checklist Yes No Reference to the relevant law 

52. 
Does the law require a shareholder meeting to be held 
annually, within a specified time frame (e.g., 6 months) of 
the end of the company’s fiscal year? 

  

At latest in six months from the end of the business year the shareholders meeting 
must decide on the annual company report which includes the financial and audit 
statement, the statements of the supervisory and auditing board as well as on the 
distribution of profit and coverage of loss for that business year. The above is 
provided in Section 248 of the Law on Business Companies. 
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No. Checklist Yes No Reference to the relevant law 

Does the law empower the following persons to request extraordinary shareholders' meetings:  
(The Law on Business Companies does not define the concept of “extraordinary shareholders meeting”. Only the FB&H Law on Banks, Section 29, provides that a 
Bank may hold extraordinary shareholders meetings) 

a) the chairman of the board of directors; or    

b) any director of the board of directors/supervisory board 
[please specify]; or   Request for shareholders meeting may be submitted by two members of the 

supervisory board or the auditing board. 

53. 

c) one or more shareholders whose aggregate shareholding 
represents at least 10% of the Company’s issued shares? 
(please specify the required shareholding) 

  The request for shareholders meeting may be submitted by a shareholder or a 
group of shareholders who hold title to more than 10% of total voting shares.  

Does the law enable shareholders to participate in the shareholders' meeting not only in person, but also: 

(a) by post   

In the joint stock companies with a large number of shareholders and in the cases, 
under the conditions and procedures stipulated in the company's Articles of 
Association in accordance with the Regulations of the Securities Commission, a 
shareholder may exercise its right to participate in the voting by ballots, signed, 
filled in and delivered to the company by post, which is regulated in Section 250 
of the Law on Business Companies. 

54. 

(b) by voting instructions in writing or by substitutes other 
than directors on the basis of a power of attorney? If yes, 
should the power of attorney be notarised? 

  
In accordance with Section 250 of the Law on Business Companies, the 
shareholders may participate in the shareholders meetings of a joint stock 
company either personally or through proxies. The power of attorney is a special 
one and it must be notarized.  

55. 

Does the law require a presence quorum for a shareholders' 
meeting be shares representing an aggregate of at least 50% 
+ 1 of the company’s issued and outstanding common and 
preferred shares at the first call? [please specify the quorum 
for the first, second and third call] 

  

The shareholders meeting may render decisions only if the shareholders with 
more than 30% of voting shares are present either in person or through proxy.  
In case of rescheduling of the shareholders meeting due to a lack of quorum in the 
previous one, such new shareholders meeting may decide if the holders of more 
than 10% of voting shares are present or represented in it. 
The Articles of Association of the joint stock company may provide only for a 
higher rate of participation, not for a lower one. The above is provided in Section 
245 of the Law on Business Companies. 

56. 

Does the law require for the adoption of ordinary resolutions 
by an affirmative vote of a majority (of 50% + 1) of all of 
the company’s issued and outstanding voting shares? [please 
specify the quorum for the first, second and third call] 

  

 The shareholders meeting decides by ½ majority of present voting shares and not 
with 50% of all issued voting shares This quorum is sufficient for all issues 
except the ones for which a two-third majority is provided and the election of 
supervisory and auditing board members which is made in accordance with the 
provisions of Section 262 of the Law on Business Companies (when choosing the 
chairman and members of the supervisory board, the shareholders meeting 
appoints the candidate with the highest number of votes as chairman and the next 
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No. Checklist Yes No Reference to the relevant law 

ones on the list as members of the supervisory board) The above is provided in 
Section 248 of the Law on Business Companies. 

Does the law require a super-majority vote of at least 75% of all the company’s issued and outstanding voting shares regarding resolutions on the following matters: 

a) any amendment to the company’s charter [please 
specify the quorum required at the second and third 
call] 

  

The Law does not provide for 75% majority, but only for two third majority 
(66.7%) All following answers refers not to 75% majority but to two third 
majority. In the case of amendments to the Articles of Association, the 
shareholders meeting decides by a two-third majority of the present voting shares.   

b) any merger or reorganisation of the company [please 
specify the quorum required at the second and third 
call] 

  

In the cases of joint stock company’s mergers with other companies or 
acquisitions of or by other companies and in the case of change of company form, 
the shareholders meeting decides by a two-third majority of the present voting 
shares. (Section 287 of the Law on Business Companies) 

c) the winding up or voluntary liquidation of the company 
[please specify the quorum required at the second and 
third call] 

  
In case of liquidation of the company the shareholders meeting decides with a ˝ 
majority of the present voting shares (Section 248 of the Law on Business 
Companies). 

d) a waiver of shareholders’ tender rights in case of 
voluntary redemption [please specify the quorum 
required at the second and third call]; and 

  The Law does not provide for shareholders’ tender rights in case of voluntary 
redemption.  

57. 

e) any single transaction or series of transactions involving 
at least 25% of the company's assets? [please specify 
the quorum required at the second and third call] 

  

In the cases of increase or decrease of company’s basic capital the shareholders 
meeting decides by a 2/3 majority of the present voting shares (Sections 131 and 
169 of the Law on Business Companies), unless the decision is responsibility of 
the supervisory board in accordance with the details indicated in this 
questionnaire, Section II.B.4. 

In the case of any proposed restriction on, or any amendment of, the specific rights attached to any class of shares, does the law require: 

a) the 50 % + 1 presence quorum and    

58. (b) a super-majority vote of at least 75% of the company's 
issued and outstanding voting shares within each such 
class of shares which may be affected by the proposed 
restriction or amendment? 

   

59. Is there a certain amount of time that must elapse between 
the first and second call?   

If after 60 minutes from the scheduled start of the shareholders meeting the 
quorum for deciding is not achieved, the shareholders meeting shall be postponed 
and the supervisory board shall publish the notification of the new date of the 
shareholders meeting between 15 and 30 days after first meeting. (Section 245, 
Law on Business Companies) 

60. Does the law provide for the right of shareholders to bring 
an action in order to set aside a shareholder's resolution in   In accordance with Section 258 of the Law on Business Companies any 

procedure of challenging or annulment of the shareholders meeting’s decision can 
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No. Checklist Yes No Reference to the relevant law 

cases of violations of the rules relating to the holding of 
shareholders meetings? [if yes, please specify what is the 
percentage required for such action] 

be started within 60 days from the day of the shareholders meeting at the court 
where the joint stock company is registered.  The shareholders meeting’s decision 
shall be null and void in the following cases:  

-  if the shareholders meeting was not called in the manner provided by Law, 
- if the decision was not entered in the minutes, 
- if the court declares it null and void. 

 

II.C.1 shareholders should be furnished with sufficient and timely information concerning the date, location and agenda of general meetings, 
as well as full and timely information regarding the issues to be decided at the meeting. 

No. Checklist Yes No Reference to the relevant law 

Does the law require that the company notifies the 
shareholders of the agenda for a shareholders' meeting at 
least 20 calendar days in advance of the scheduled 
shareholders' meeting? 

  

Section 242 of the Law on business companies provides that the notification of 
the agenda, place, date and time of the shareholders meeting must be published at 
least in one daily newspaper published within the Federation B&H, no later than 
30 days before the date of shareholders meeting. 

61. Does the law allow that the notification of the general 
meeting be published on a newspaper or official gazette, 
without the need for individual notification to each 
shareholder? If yes, please specify if it is required that the 
newspaper must have national distribution. 

  

Section 242 of the Law on Business Companies provides that the notification of 
the shareholders meeting shall be published at least in one daily newspaper 
published in the Federation B&H. 
If the shareholders meeting was convened outside of the headquarters of the joint 
stock company, the notification shall be sent within the same period to each of the 
shareholders by registered mail, fax or e-mail, to the  address from list of 
shareholders.  
Section 13 of the Regulations on Management of Joint Stock Companies provide 
that a company with a large number of shareholders must publish a notification of 
calling of the shareholders meeting on its website, and if it does not have one, on 
the web site of the FB&H Securities Commission. 

62. 
Does the law require a form for a power of attorney to vote 
on behalf of the shareholder to be sent out at the same time 
when the notice convening the meeting is sent out? 

  

Pursuant to Section 250 of the Law on Business Companies, the power of 
attorney for participation and deciding in the shareholders meeting of a joint stock 
company is delivered to the company in person, by post, fax or e-mail at latest in 
the period stipulated for the registration of shareholders for participation in the 
work of the shareholders meeting.  
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No. Checklist Yes No Reference to the relevant law 

According to Section 241 the stated deadline cannot be longer than three days 
before the day of shareholders meeting. The procedure and deadline for 
submitting the request for presence in the shareholders meeting is included in the 
notification of the scheduling of the shareholders meeting. 

63. 

In case of a proposed shareholders' meeting where any of the 
proposed resolutions require super-majority approval, does 
the law require that the company send a copy of the agenda, 
including any valuation reports and proposed resolutions and 
charter amendments to the shareholders as indicated? 

  

Pursuant to Section 247, the shareholders are entitled, from the day of publishing 
of the notification of the shareholders meeting and at the offices of the joint stock 
company, to study the list of shareholders, financial statement with audit, 
supervisory and auditing board reports and all other documents related to the 
proposals of decisions included in the agenda of the shareholders meeting.  
In accordance with Section 13 of the Regulations on Management of the Joint 
Stock Companies, a company with a large number of shareholders may also 
publish the proposals of its decisions and documents to be studied at the 
shareholders meeting. 
Still in respect of the publishing, the law does not provide for a difference in 
announcing in respect of the resolutions that have to be accepted by a 
supermajority. 

 

II.C.2. Opportunity should be provided for shareholders to ask questions to the board and to place items on the agenda at general meetings, 
subject to reasonable limitations. 

No. Checklist Yes No Reference to the relevant law 

64. Does the law require the agenda for a shareholders' meeting 
to be adopted by the board of directors?   

Pursuant to Section 269 of the Law on Business Companies, the decision on 
calling the shareholders meeting is adopted by the supervisory board and there is 
no requirement to have the management approval.  

Does the law provide for additional items to be added to the agenda at the request of: 

(a) the chairman of the board of directors;   The Law on Business Companies does not provide specifically for this matter. 

65. 

(b) any 2 directors; or   The Law on Business Companies does not provide specifically for this matter. 
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No. Checklist Yes No Reference to the relevant law 

c) any one or more shareholders whose aggregate 
shareholding represents at least 10% of the company’s 
issued and outstanding shares? 

  

According to Section 243 of the Law on Business Companies, a shareholder or a 
group of shareholders that own at least 5% of total voting shares may give written 
suggestions on issues and draft decision to be included in the agenda of the next 
shareholders meeting any time before the notification of the shareholders 
meeting, as well as recommendations of modifications to the agenda and the 
shareholders meeting decision proposals, at latest 8 days before the shareholders 
meeting. 

Does the law allow shareholders to submit questions in 
advance of a shareholders' meeting and management and 
board members are required to reply at such shareholders' 
meeting? 

  The Law on Business Companies does not provide specifically for this matter. 

Does the law impose any penalties for not replying to such 
shareholder request?   The Law on Business Companies does not provide specifically for this matter. 

66. 

Does the law allow shareholders to ask questions at the 
shareholder meeting?   The Law on Business Companies does not provide specifically for this matter. 

 

II.D Capital structures and arrangements that enable certain shareholders to obtain a degree of control disproportionate to their equity 
ownership should be disclosed. 

No. Checklist Yes No Reference to the relevant law 

Does the law regulate cross-shareholdings?   The Law does not regulate specifically this matter. 

67. 
If so, is there a voting cap limiting the number of votes that 
a shareholder in which the company holds a cross-
shareholding may exercise (for example a voting cap of 
10%)? [if so, please specify what is the voting cap] 

   

Are there rules that govern the disclosure by shareholders of 
ultimate beneficial ownership? If yes, please specify the 
thresholds for disclosure of ownership. 

  There are no rules that govern the disclosure by shareholders of ultimate 
beneficial ownership. Beneficial ownership is regulated only through the custody. 

68. 
Do ownership disclosure rules enable shareholders to obtain 
a clear picture of a company’s ultimate ownership and the 
identity of intermediaries? 

  
Beneficial ownership is not legally regulated. Even for the custody there are no 
disclosure rules. In Securities register only the custodian appears as the owner and 
the real owner is not known. 

69. Does the law impose restrictions on transactions involving   According to Section 270 of the Law on Business Companies, the chairman and 



 

- 22 - 

No. Checklist Yes No Reference to the relevant law 

shareholders with a conflict of interest regarding the 
transaction in order to avoid disadvantageous transaction 
terms for the company? 

members of the supervisory board must notify the remaining board members on 
any possible personal interest in any particular transaction or business relation, 
and they are not allowed to participate in deciding related to such interest. 
Also, pursuant to Section 279 of the Law on Business Companies, the director 
and the executive directors must notify the supervisory board of any direct or 
indirect interest in the legal person with which the joint stock company has or 
intends to have a business relationship, and may participate in such business 
relation only upon a written consent of the chairman of the supervisory board. 
Also, Section 199 provides that the shareholders may not participate in voting on 
decisions related to their conduct and liabilities as well as claims of the joint stock 
company towards the shareholder. 

70. 
Are shareholders required to disclose shareholder 
agreements to the company, the authorities and/or to other 
shareholders? 

  

Pursuant to Section 110 of the Law on Business Companies the joint stock 
company shall be established by shareholders agreement and all the founders or 
their representatives shall sign shareholders agreement of joint stock company. 
When only one founder establishes joint stock company, decision on 
establishment is act of its establishment. 
Pursuant to Section 23 Law on Registration of Business Entities in FBiH act of 
establishment shall be submitted to the competent Court. 
Also, pursuant to Section 5 Law on foreign investment policy in BIH, foreign 
investor in BIH needs to register investment and for that purpose act of 
establishment shall be submitted to the competent Ministry 

 

II.E Changes of corporate control should be allowed to function in an efficient and transparent manner. 

II.E.1. The rules and procedures governing the acquisition of corporate control in the capital markets, and extraordinary transactions such as mergers and 
sales of substantial portions of corporate assets, should be clearly articulated and disclosed so that investors understand their rights and recourse.  
Transactions should occur at transparent prices and under fair conditions that protect the rights of all shareholders according to their class. 

No. Checklist Yes No Reference to the relevant law 

71. Does the law require notification to the company, the other 
shareholders, the securities commission, the stock exchange   Yes. Section 116 of the Law on Securities provides that the owner of securities 

must send a written notice to the Securities Commission of acquisition of more 
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No. Checklist Yes No Reference to the relevant law 

or anti-monopoly office if a shareholder builds up a 
significant shareholding in the company? [please briefly 
describe how the law define significant shareholding] 

than 5% of voting shares of the same issuer within 8 days from the actual 
acquisition. 

72. 
Does the law impose any penalties for non-notification (e.g. 
the respective shareholder not being allowed to exercise the 
voting rights attached to the shares)? 

  
Yes. Section 132 of the Law on Securities provides for a cash penalty or prison 
sentence of 3 months to 5 years for any owner of more than 5% of shares in the 
same issuer who fails to notify the Securities Commission of the same.  

73. 
Are shareholders of the same class treated equally during 
changes of control? Is there a provision that minorities 
receive the same price as the controlling owner? 

  Yes, Section 18 of the Law on Acquisition of Joint Stock Companies. 

74. 

Does the law include provision allowing the offeror to 
require the holders of the remaining securities to sell their 
securities at a fair price (the so-called minority squeezed 
out)? If yes, please specify the shareholding threshold. 

   

75. 
Does the law include provision allowing the holders of 
remaining securities to require the offeror to buy their 
securities at a fair price (the so-called minority buy-out)? 

   

 

II.E.2. Anti-takeover devices should not be used to shield management from accountability. 

No. Checklist Yes No Reference to the relevant law 

76. 

Does the law require an authorisation by a shareholders' 
resolution with a majority of 75% of the company's issued 
shares, before the board of directors is entitled to enter into 
any transaction other than for full and valid consideration as 
a measure to prevent a change of control in the company? 

   



 

- 24 - 

Principle III: The equitable treatment of shareholders 

The corporate governance framework should ensure the equitable treatment of all shareholders, including minority and foreign shareholders.  
All shareholders should have the opportunity to obtain effective redress for violation of their rights. 

III.A. All shareholders of the same class should be treated equally. 

III.A.1 Within any class, all shareholders should have the same voting rights.  All investors should be able to obtain information about the voting rights 
attached to all classes of shares before they purchase.  Any changes in voting rights should be subject to shareholder vote. 

No. Checklist Yes No Reference to the relevant law 

77. 
Does the law require that within any class of shareholders all 
shareholders have the same voting rights? If yes, does the 
law implement the principle “one share-one vote”? 

  
Yes. Section 195 of the Law on Business Companies provides that the shares 
within the same class have the same nominal value and same rights, and Section 
199 provides that the shareholders are entitled to one vote per ordinary share. 

78. 

Does the law allow investors to have access to information 
about the voting rights attached to all classes of shares 
before they purchase? If yes, where this information is 
available? 

  
Sections 17 and 19 of the Law on Securities.  
The details are included in the prospectus which must be published by each issuer 
of securities or founder of a new joint stock company.  

 

III.A.2 Minority shareholders should be protected from abusive actions by, or in the interest of, controlling shareholders acting either directly or indirectly, 
and should have effective means of redress 

No. Checklist Yes No Reference to the relevant law 

Does the law provide for specific sanctions and/or liabilities in case of: 

(a) violation of rules on notification of shareholder 
meeting   

No, but the Law on Business Companies (Section  257) provides that a 
shareholders meeting decision would be null and void if the shareholders meeting 
is not called in the legally stipulated manner. 

79. 

(b) violation of rules allowing shareholders to place items 
on the agenda for the annual meeting   Section 377.243 of the Law on Business Companies  
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No. Checklist Yes No Reference to the relevant law 

c) delays or failure to pay dividends authorized by 
shareholder meetings    

d) failure to allow inspection of books and records   
Section 375. 26 and 375.27 provides that any company which does not place the 
documents at the disposal of the shareholders shall be fined with BAM 10,000 to 
70,000. 

 

III.A.3 Votes should be cast by custodians or nominees in a manner agreed upon with the beneficial owner of the shares 

No. Checklist Yes No Reference to the relevant law 

80. 

Are financial institutions, holding shares in custody for 
investors, required by law to provide shareholders with 
information concerning their options in the use of their 
voting rights? 

  Yes. Section 19 of the Regulations on Management of Joint Stock Companies. 

 

III.A.4 Processes and procedures for general shareholder meetings should allow for equitable treatment of all shareholders.  Company procedures should not 
make it unduly difficult or expensive to cast votes.  

No. Checklist Yes No Reference to the relevant law 

81. Can the general meeting be hold abroad or in other place 
than the company headquarter?   Yes. Section 242.2 

 

III.B. Insider trading and abusive self-dealing should be prohibited. 

No. Checklist Yes No Reference to the relevant law 

82. Does the law require the company to disclose without delay 
company information which is likely to affect stock ex-   Section 109 of the Law on Securities regulates that a company among other, must 

publish the Report on events with significant impact to the company’s financial. 
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No. Checklist Yes No Reference to the relevant law 

change prices (in order to prevent insider dealing of shares)? In addition the Regulations on Reporting and Publishing of Information by the 
Issuer of Securities in Public Offers provides in Section 10 that the Report 
mentioned above must be published within eight (8) days from the day of the 
respective event.    

83. 
Are there any laws in place which prevent or punish the 
trading of shares where the seller or purchaser is using 
important information which has not been provided to the 
public? 

  
Section 117-119 of the Law on Securities defines this issue, and   Section 128 
provides reference in regard to fines.   
 

84. 
Are board members, senior managers or controlling 
shareholders required to disclose transactions in their 
company’s shares? 

  
Reference to analogy with Section 110 of the Law on Securities regulating 
obligation on behalf of the supervisory board members and the management of 
the company to provide information in the Semi Annual report regarding their 
ownership of the company shares.   

 

III.C. Members of the board and managers should be required to disclose any material interests in transactions or matters affecting the 
corporation. 

No. Checklist Yes No Reference to the relevant law 

85. 
Under the law, if a shareholder, director, officer or employee 
of the company has conflicting interests in a deal between 
the company and another party, must such interests be 
revealed to the company? 

  
Section 270 and 279 of the Law on Business Companies define an obligation of 
revealing conflicting interest as mentioned herein, on part of the supervisory 
board members, the director and executive director of the company.  

86. 

Under the law, if the company plans to buy or sell assets or 
services from any shareholder, director, officer, employee, 
agent or representative (or any persons or company related 
to these subject) and where the deal has a value of 5% or 
more of the total amount of shares of the company, at one 
time or over a period of time, must the board of 
directors/supervisory board [please specify] ensure that the 
price to be paid by the company for such assets or services is 
fair? 

   

87. 
If the directors, officers or shareholders of the company who 
have conflicting interests to those of the company's in a deal, 
can they be legally prevented from voting at the meetings 
where the deal-related conflict of interests issues are to be 

  Section 199, 270 and 279 of the Law on Business Companies. 
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No. Checklist Yes No Reference to the relevant law 

discussed? 
Does the law allow the company to give persons including 
the company’s directors, officers and employees the right to 
buy shares? 

  Section 217 of the Law on Business Companies 
88. 

Are there any restrictions imposed on such act?   Section 217 of the Law on Business Companies regulates restriction for such 
acquisition - Not to exceed the 5 % of the basic capital threshold. 

Does the law require that all related party transactions need to be: 

a) specifically approved by the board 
(supervisory/management please specify)?   

The Law on Business Companies does not regulate issue of approval in regard to 
related party transactions. Therefore, there is no general rule on this issue that 
would relate to all joint stock companies.  

b) disclosed to shareholders?   It is being disclosed to shareholders as part of the financial statement - Please see 
answer III.C.39.c) below. 

89. 

c) registered in the company financial statement?   Section 4 of the Regulation on contents, modalities and standards of publishing 
financial statements and other information on joint stock company’s dealings. 

90. 

Does the law require disclosure by the company of loans 
made to related parties (e.g. parent companies, subsidiaries, 
directors, employees, their spouses, children or relatives of 
the company or related companies)? 

  It is made part of the financial statement - Please see answer III.C.39.c) above. 

91. 
Under the law, can transactions made by companies, which 
are not based on fair market values, be made invalid and can 
action be taken against the relevant parties? 

  Section 120 of the Law on Securities. 
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Principle IV: The role of stakeholders in corporate governance 

The corporate governance framework should recognise the rights of the stakeholders as established by law and encourage active co-operation 
between corporations and stakeholders in creating wealth, jobs, and the sustainability of financially sound enterprises. 

IV.A. The corporate governance framework should assure that the rights of stakeholders (i.e. employees, suppliers, creditors) protected by law 
are respected. 

No. Checklist Yes No Reference to the relevant law 

Does the law contain clear provisions on: 
a) safety at work for employees?   Employment Law of FB&H and RS 
b) protection of suppliers as stakeholders?   Law on Obligations of the former Yugoslavia 
c) protection of creditors as stakeholders?   Law on Obligations of the former Yugoslavia 

92. 

d) protection of the environment (e.g., implementation 
of the principle: “the polluter must pay”)?   Law on Obligations of the former Yugoslavia 

 

IV.B. Where stakeholder interests are protected by law, stakeholders should have the opportunity to obtain effective redress for violation of 
their rights. 

No. Checklist Yes No Reference to the relevant law 

Does the law incorporate effective and easily workable remedies for violation of: 
a) employees rights?   Employment Law of FB&H and RS 
b) suppliers rights?   Law on Obligations of the former Yugoslavia 
c) creditors rights?   Law on Obligations of the former Yugoslavia 

93. 

d)  environmental issues?   Law on Obligations of the former Yugoslavia 
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IV.C. The corporate governance framework should permit performance-enhancing mechanisms for stakeholder participation. 

No. Checklist Yes No Reference to the relevant law 

94. Does the law require employee representation on boards 
(supervisory/management- please specify)?    

95. Does the law permit employee stock ownership plans or 
other profit sharing mechanisms?   FB&H Law on Business Companies and RS Law on Enterprises. 

96. Does the law permit creditor involvement in the decision-
making process in the context of insolvency proceedings?   Law on Insolvency Procedure of FB&H and RS  

 

IV.D. Where stakeholders participate in the corporate governance process, they should have access to relevant, sufficient and reliable 
information on a timely and regular basis. 

No. Checklist Yes No Reference to the relevant law 

97. Do stakeholders have special access to corporate 
information?   Only the employees. FB&H Law on Business Companies.  

 

IV.E. Stakeholders, including individual employees and their representative bodies, should be able to freely communicate their concerns 
about illegal or unethical practices to the board and their rights should not be compromised for doing this. 

No. Checklist Yes No Reference to the relevant law 

98. 

Are there any provisions protecting “whistleblowers” 
(employees and other stakeholders that file complaints/voice 
concerns regarding unethical or illegal practices by 
corporate officers)? 

  
The laws does not provide any specific protection for whistleblowers.  
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Principle V: Disclosure and Transparency 

The corporate governance framework should ensure that timely and accurate disclosure is made on all material matters regarding the 
corporation, including the financial situation, performance, ownership, and governance of the company.   

 
Timely and accurate disclosure allows all potential investors and market participants to review publicly available information based on which 

investment decisions are made. 

 

V.A. Disclosure should include but not be limited to, material information on: 

V.A.1 The financial and operating results of the company. 

No. Checklist Yes No Reference to the relevant law 

99. Are all joint stock companies required by law to prepare 
annual audited financial statements?   Section 6 of the Regulations on Contents, Procedures and Standards of Publishing 

of Financial Statements and Other Details of Business of Joint Stock Companies. 

100. Are all joint stock companies required by law to prepare 
quarterly financial reports?   

The joint stock companies are only liable to adopt annual and semiannual 
financial statements.   
Section 4 of the Regulations on Contents, Procedures and Standards of Publishing 
of Financial Statements and Other Details of Business of Joint Stock Companies. 

101. Are all joint stock companies required by law to prepare 
group accounts on consolidated basis?   

Only the legal persons included in the consolidation are required by law to 
prepare group accounts on consolidated basis. It depends of the group of 
companies whether to prepare consolidated balance sheets if they fulfill the legal 
requirement for the consolidation.  
If the law or accounting standards require the issuer to make consolidated 
financial statements, these must be included in the audited annual report and state 
the following details in the summary:  
-  list of companies included in the consolidation; 
-  auditor’s opinion on the consolidated accounting reports; 
      -  consolidated balance sheet, profit and loss statement and cash-flow with the 
same items as stated in the audit report and the prospectus, for the business year 
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No. Checklist Yes No Reference to the relevant law 

to which the annual report refers, with details of the previous business year. 
The Regulations on Contents, Procedures and Standards of Publishing of 
Financial Statements and Other Details of Business of Joint Stock Companies and 
the Sarajevo Stock Exchange Regulations. 

Are boards obliged by law or regulation to include in their annual reports to shareholders that: 
a. The financial statements are their (board’s) 
responsibility.    

b. The auditor is responsible for reporting on the 
financial statements.   

The auditor is responsible for the audit the report in accordance to the auditing 
and accounting standards, however, the management of the Company is 
responsible for the accuracy of the financial statement provided to the auditor.    102. 

c. The financial statements fairly present the state of 
company affairs.   The law does not provide this obligation of the board. 

 

V.A.2 Members of the board and key executives, and their remuneration. 

No. Checklist Yes No Reference to the relevant law 

103. 
Is the company required by law to disclose board positions 
in other companies of individual board members and key 
executives? 

  

One of the requirements in the annual report is company´s obligation to disclose 
information on board positions in other companies of individual board members 
and key executives. Having in mind that the company has obligation to publish 
the annual report, the board positions in other companies are published in that 
way too.  
The above mentioned is regulated by The required elements of the annual report 
on business, as addendum to the Regulations on Contents, Procedures and 
Standards of Publishing of Financial Statements and Other Details of Business of 
Joint Stock Companies. 

104. 
Is the company required by law to disclose information on 
the compensation of board members and key executives? 
[please specify if the disclosure is on individual or 

  
The disclosure is on aggregate basis for board members and key executives. 
The required elements of the annual report on business, as addendum to the 
Regulations on Contents, Procedures and Standards of Publishing of Financial 
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No. Checklist Yes No Reference to the relevant law 

aggregate basis] Statements and Other Details of Business of Joint Stock Companies. 

105. Under the law, is the remuneration of the board determined 
by the shareholders?   Section 246 of the Law on Business Companies 

 

V.A.3 Material foreseeable risk factors 

No. Checklist Yes No Reference to the relevant law 

Is the company required by law to disclose to users of financial information and market participants information on reasonably foreseeable material risk such as the 
following: 

(a) risks specific to the industry or geographic area;   

There is only the liability to report on the general analysis of recent trends in the 
company business and its future plans in the annual statement, including the 
review of important current investments.  
The required elements of the annual report on business, as addendum to the 
Regulations on Contents, Procedures and Standards of Publishing of Financial 
Statements and Other Details of Business of Joint Stock Companies. 

(b) dependence on commodities;   

There is only the liability to report on the general analysis of recent trends in the 
company business and its future plans in the annual statement, including the 
review of important current investments.  
The required elements of the annual report on business, as addendum to the 
Regulations on Contents, Procedures and Standards of Publishing of Financial 
Statements and Other Details of Business of Joint Stock Companies. 

106. 

c) financial market risk, including interest rate or 
currency risk;   

There is only a liability to report on the general analysis of recent trends in the 
company business and its future plans in the annual statement, including the 
review of important current investments.  
The required elements of the annual report on business, as addendum to the 
Regulations on Contents, Procedures and Standards of Publishing of Financial 
Statements and Other Details of Business of Joint Stock Companies. 
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No. Checklist Yes No Reference to the relevant law 

d) risk related to derivatives and off-shore;   

There is only a liability to report on the general analysis of recent trends in the 
company business and its future plans in the annual statement, including the 
review of important current investments.  
The required elements of the annual report on business, as addendum to the 
Regulations on Contents, Procedures and Standards of Publishing of Financial 
Statements and Other Details of Business of Joint Stock Companies. 

e) environmental liabilities?   

There is only a liability to report on the general analysis of recent trends in the 
company business and its future plans in the annual statement, including the 
review of important current investments.  
The required elements of the annual report on business, as addendum to the 
Regulations on Contents, Procedures and Standards of Publishing of Financial 
Statements and Other Details of Business of Joint Stock Companies. 

  

V.A.4. Material issues regarding employees and other stakeholders. 

No. Checklist Yes No Reference to the relevant law 

107. 

Is the company required by law to disclose key issues 
relevant to employees and stakeholders that may materially 
affect the performance of the company (such as 
management/employee relations and relations with creditors 
suppliers and local communities)? 

   

 

V.A.5. Governance structures and policies. 

No. Checklist Yes No Reference to the relevant law 

108. 
Does the law require the company to appoint a responsible 
body/officer in charge for corporate governance issues (e.g., 
company secretary)? 

  Sections 281 and 282 of the Law on Business Companies. 
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No. Checklist Yes No Reference to the relevant law 

109. 

Is the company required by law to disclose (e.g. in its annual 
report or a similar document) its corporate governance 
structures and policies, such as providing information on the 
division of authority between shareholders, management and 
board members? 

   

  

V.B. Information should be prepared, audited, and disclosed in accordance with high quality standards of accounting, financial and non-
financial disclosure, and audit. 

No. Checklist Yes No Reference to the relevant law 

110. 
Is the company required by law to prepare and disclose 
financial and operating data in accordance with 
internationally recognised accounting standards? 

  
Law on Securities of the Federation B&H (“FB&H Official Gazette" number 
39/98) 
Sections 109, 110, 111 and 112. 

 

V.C. An annual audit should be conducted by an independent auditor in order to provide an external and objective assurance on the way in 
which financial statements have been prepared and presented. 

No. Checklist Yes No Reference to the relevant law 

111. 
Are financial results required by law to be audited annually 
by an independent auditor? Is the independence of the 
external auditor defined? 

  

Law on Securities of the Federation B&H (“FB&H Official Gazette" number 
39/98) 
Sections 109, 110, 111 and 112 The independence of the external auditor is not 
defined.  

112. Does the law provide a test to ensure that the auditor is truly 
independent from the influence of management?    
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V.D. Channels for disseminating information should provide for fair, timely and cost-efficient access to relevant information by users. 

No. Checklist Yes No Reference to the relevant law 

How often is the company required by law to disseminate information to shareholders? 

(a) annually?   FB&H Law on Securities Sections 109, 110, 111 and 112. 

(b) quarterly?    
c) monthly?    

113. 

d) upon certain events (e.g. before the general meeting)?   Sections 247 and 253 of the Law on Business Companies. 

How often is the company required by law to disseminate information to the securities commission and the stock exchange? 

(a) annually?   FB&H Law on Securities Sections 109, 110, 111 and 112. 

(b) quarterly?    
c) monthly?    

114. 

d) upon certain events (e.g. before the general meeting)?   FB&H Law on Securities Sections 109, 110, 111 and 112. 

Is the company required by law to make publicly available [please describe how the law requires these documents to be made available/disclosed] 

(a) minutes of the shareholders meetings;    

(b) audited financial statements of the company, as 
approved by the shareholders' meeting;   FB&H Law on Securities Sections 109, 110, 111 and 112 – in the newspapers. 

c) any amendments to the company charter or other 
constitutional documents of similar nature (e.g., 
articles of association); 

  
Only the amendments that results with the change of the registration document of 
the company  have to be published thru the publication of the court resolution in 
the oficiale gazet 

d) the names of any resigning or removed directors and of 
newly elected directors;   Publication in the official gazette. 

e) the name of the statutory auditor;    

115. 

f) information on bankruptcy proceedings?   Law on Business Companies - in the company register and the newspapers. 
Sections 300-308. 

Does the law require that documentation such as the following is made available for inspection by a shareholder at the offices of the company: 
(a) the company's charter or other constitutional 

documents of similar nature incorporating all 
amendments; 

  Sections 247 and 253 of the Law on Business Companies. 

116. 

(b) financial statements and statutory auditor reports;   Sections 247 and 253 of the Law on Business Companies. 
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No. Checklist Yes No Reference to the relevant law 

c) any report of an independent evaluation expert 
prepared in connection with a shareholders' meeting;   Sections 247 and 253 of the Law on Business Companies. 

d) minutes of each shareholder meeting and of each board 
meeting and any sub-committee;   Sections 247 and 253 of the Law on Business Companies. 

e) a list of shareholders owning 1% or more of the 
company's issued shares;    

f) a list of shareholders who have not fully paid for their 
shares and the amounts due?   Sections 247 and 253 of the Law on Business Companies. 

117. 
Is the company required by law to provide annual report 
and/or monthly/quarterly reports to third parties upon 
request? 
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Principle VI: The Responsibilities of the Board 

The corporate governance framework should ensure the strategic guidance of the company, the effective monitoring of management by the 
board, and the board’s accountability to the company and the shareholders. 

 

VI.A Board members should act on a fully informed basis, in good faith, with due diligence and care, and in the best interest of the company 
and the shareholders. 

No. Checklist Yes No Reference to the relevant law 

118. 
Is the management/supervisory (please specify) board 
legally required to act in the best interest of the company 
and its shareholders? 

  
According to Section 270 of the FB&H Law on Business Companies, the 
chairman and the members of the supervisory board must carry out their liabilities 
in accordance with the interests of the shareholders and the joint stock company. 

119. 

Does the law provide for shareholders to bring actions in the 
name of the company against the board? (i.e., derivative 
suit) If yes, please specify the shareholding necessary to 
start such action 

  

The FB&H Law on Business Companies does not explicitly regulate these 
problems, however, Section 271 provides that if the chairman or members of the 
supervisory board do not fulfill their liabilities in accordance with the 
shareholders' and joint stock company's interests, the company may claim the 
compensation for suffered damage, so the shareholders are entitled to take actions 
on behalf of the company and against the supervisory board according to the 
general provisions of the procedural laws.  

In discharging their duties, do board members have personal 
liability for breaches of the law while they are in office?   

According to Section 272 of the FB&H Law on Business Companies, the 
chairman and the members of the supervisory board have unlimited joint and 
several liability for any damage caused by non-compliance or irregular 
compliance of their duties..  

120. 
In particular, are executives who sign the annual report and 
prospectus personally liable for the correctness of 
information herein included? 

  

Under Section 23 of the FB&H Law on Securities, the following persons respond 
for the accuracy and completeness of the details included in the prospectus: the 
issuer, the issuer’s supervisory board and management members and the persons 
who prepared the details and gave the professional opinion or certificate of their 
accuracy and completeness. 
The Law does not explicitly regulate the personal liability of the signatories of the 
annual statement, but according to general rules of that Law director is always 
authorized to sign in the name of the company and he is responsible for the 
correctness of the included information.  
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VI.B. The board should fulfil certain key functions, including: 

VI.B.1. Reviewing and guiding corporate strategy, major plans of action, risk policy, annual budgets and business plans; setting performance objectives; 
monitoring implementation and corporate performance; and overseeing major capital expenditures, acquisitions and divestitures. 

No. Checklist Yes No Reference to the relevant law 

Under the law, do the responsibilities of the board (in case of two tier system, please specify if it is the responsibility of the management or supervisory board) include 
functions such as: 

(a) reviewing and guiding corporate strategy, major plans 
of action, risk policy, annual budgets and business 
plans; 

  

According to Section 269 of the FB&H Law on Business Companies, the 
supervisory board reviews and guides annual budgets and business plans. It is not 
provided by the law is it  the responsibility of the management or supervisory 
board include reviewing and guiding corporate strategy, major plans of action, 
and  risk policy. 

(b) setting performance objectives;   It is not provided by the law is it  the responsibility of the management or 
supervisory board include to set performance objectives . 

c) monitoring implementation and corporate 
performance; and   

Pursuant Section 269 of the FB&H Law on Business Companies it is the 
responsibility of the supervisory board to monitor implementation and corporate 
performance.  

121. 

d) overseeing major capital expenditures, acquisitions 
and divestitures?   Section 269 of the FB&H Law on Business Companies it is the responsibility of 

the supervisory board. 
 

VI.B.2. Selecting, compensating, monitoring and, when necessary, replacing key executives and overseeing succession planning. 

No. Checklist Yes No Reference to the relevant law 

Under the law, do the responsibilities of the board (in case of two tier system, please specify if it is the responsibility of the management or supervisory board) include 
functions such as: 122. 

(a) selecting, compensating, monitoring key executives   

Please note that management board does not exists bud only the management 
consisting of individuals with individual duties and responsibility. Pursuant to 
Section 269 of the FB&H Law on Business Companies the supervisory board 
monitors the work of management, i.e., the directors and executive directors, and 
appoints the management of the joint stock company.  
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No. Checklist Yes No Reference to the relevant law 

(b) replacing key executives, and   
Pursuant to Section 269 of the FB&H Law on Business Companies, the 
supervisory board appoints the joint stock company management, and according 
to Section 277 of the same Law, it also appoints the executive directors, on 
proposal of the director, for the period of director’s appointment.  

c) overseeing succession planning?   
Pursuant to Section 269 of the FB&H Law on Business Companies the 
supervisory board adopts the management’s report on business according to the 
semi-annual and annual statement, with the balance sheet and profit and loss 
statement.  

  

VI.B.3. Reviewing key executive and board remuneration, and ensuring a formal and transparent board nomination process. 

No. Checklist Yes No Reference to the relevant law 

Under the law, do the responsibilities of the board (in case of two tier system, please specify if it is the responsibility of the management or supervisory board) include 
functions such as: 

(a) reviewing key executive and board remuneration, and   

Pursuant to Section 269 of the FB&H Law on Business Companies the 
supervisory board monitors the work of management, i.e., the directors and 
executive directors.  
Pursuant to Section 246 of the FB&H Law on Business Companies the 
supervisory board decides on the retributions of its members.   

123. 

(b) ensuring a formal and transparent nomination process 
for board members?   The law does not provide specific rules for ensuring a formal and transparent 

nomination process. 
 

VI.B.4. Monitoring and managing potential conflicts of interest of management, board members and shareholders, including misuse of corporate 
assets and abuse in related party transactions. 

No. Checklist Yes No Reference to the relevant law 

124. 
Under the law, do the responsibilities of the board (in case 
of two tier system, please specify if it is the responsibility of 
the management or supervisory board) include functions 
such as monitoring and managing potential conflicts of 

  Section 270. and 279. Law on Business Companies 
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No. Checklist Yes No Reference to the relevant law 

interest of management, board members and shareholders, 
including misuse of corporate assets and abuse in related 
party transactions? 

 

VI.B.5. Ensuring the integrity of the corporation’s accounting and financial reporting systems, including the independent audit, and that appropriate systems of 
control are in place, in particular, systems for monitoring risk, financial control, and compliance with the law. 

No. Checklist Yes No Reference to the relevant law 

Under the law, do the responsibilities of the board (in case of two tier system, please specify if it is the responsibility of the management or supervisory board) include 
functions such as 
(a) ensuring the integrity of the corporation’s accounting 

and financial reporting systems, including the 
independent audit, and 

  The Law on Business Companies  does not regulate this matter. 125. 

(b) ensuring that appropriate systems of control are in 
place, in particular, systems for monitoring risk, 
financial control, and compliance with the law? 

  The Law does not explicitly provide who ensures the risk control system  

 

VI.B.6. Monitoring the effectiveness of the governance practices under which it operates and making changes as needed. 

No. Checklist Yes No Reference to the relevant law 

126. 

Under the law, do the responsibilities of the board include 
functions such as monitoring the effectiveness of the 
governance practices under which it operates and making 
changes as needed? 

  

According to Section 269 of the FB&H Law on Business Companies, the 
supervisory board controls the company business and the company management, 
and includes the control of the management decisions and the inspection in all 
documents related to company business, although it cannot undertake business 
activities that are legal responsibility of the company management. The law does 
not provide specific rules for ensuring a formal and transparent nomination 
process. The law does not specifically provide that the responsibilities of the 
board include functions such as monitoring the effectiveness of the governance 
practices under which it operates and making changes as needed 
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VI.B.7. Overseeing the process of disclosure and communications. 

No. Checklist Yes No Reference to the relevant law 

127. 
Under the law, do the responsibilities of the board include 
functions such as overseeing the process of disclosure and 
communications? 

  It is not provided by the law do the responsibilities of the board include  
overseeing the process of disclosure and communications.  

128. 
Is the board required by law to review the annual report 
prior to submission to the shareholders’ meeting for final 
approval? 

  

According to Section 269 of the FB&H Law on Business Companies, the 
supervisory board of the joint stock company approves the management report on 
business according to the semi-annual and annual statement, with the balance 
sheet, profit and loss statement and audit report, submits the annual report on 
business of the joint stock company with auditor’s report, report on work of the 
supervisory and auditing board and business plan for the following business year 
to the shareholders meeting, and, according to Section 246 of the FB&H Law on 
Business Companies the shareholders meeting decides on the annual financial 
statement with audit, supervisory and auditing board report.  

129. Is the board required by law to make recommendation on 
issues to be voted on at the shareholders’ meetings?    

 

VI.C. The board should be able to exercise objective judgement on corporate affairs independent, in particular, from management. 

VI.C.1. Boards should consider assigning a sufficient number of non-executive board members capable of exercising independent judgement to tasks where 
there is a potential for conflict of interest.  Examples of such key responsibilities are financial reporting, nomination of executive, board and auditors’ 
remuneration. 

No. Checklist Yes No Reference to the relevant law 

130. Is it required by law that the board includes a sufficient 
number of non-executive and independent directors?    

131. Does the law determine board independence? [If yes, please 
include the definition]    
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No. Checklist Yes No Reference to the relevant law 

Is the board (management/supervisory – please specify) required by law to have separate committees for dealing with: 

(a) Auditing and financial reporting?   

Pursuant to Sections 283 and 285 of the FB&H Law on Business Companies, the 
joint stock company must form a special auditing board which is not part of the 
management or the supervisory board and which is in charge of audit of the semi-
annual and annual statement as well as of joint stock company’s financial 
transactions on request of shareholders that own at least 10% of voting shares. 

(b) Executive and board remuneration?   
Pursuant to Section 269 of the FB&H Law on Business Companies the 
supervisory board appoints the chairman and members of the board for 
remuneration. 

c) Board nominations?   
Pursuant to Section 269 of the FB&H Law on Business Companies the 
supervisory board appoints the chairman and members of the board for 
nominations. 

132. 

d) Corporate governance (i.e., to oversee compliance with 
company governance standards)?   There is no obligation to create separate committees for corporate governance. 

133. 
Are the board committees required to have a minimum 
number of non-executive board members or independent 
board members? 

  The Law on Business Companies does not regulate the membership and powers 
of the said boards. 

 

VI.C.2. Board members should devote sufficient time to their responsibilities. 

No. Checklist Yes No Reference to the relevant law 

134. Are there limitations imposed by law as to the number of 
board directorships that a director can hold? (please specify)   

Pursuant to Section 264 of the FB&H Law on Business Companies the 
supervisory board chairman or member cannot be the director or management 
member in a joint stock company.  
The same person cannot be chairman or member of the supervisory board in more 
than three companies at the same time.   
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