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INTRODUCTION

UHY is an international organisation providing audit, accountancy, business management and consultancy services
through financial business centres in around 95 countries worldwide.

Business partners work together throughout the network to conduct transnational operations for clients as well as
offering specialist knowledge and experience within their own national borders. Global specialists in various industry
and market sectors are also available for consultation.

Business partners work together through the network to conduct transnational operations for clients as well as
offering specialist knowledge and experience within their own national borders. Global specialists in various industry
and market sectors are also available for consultation.

This detailed report providing key issues and information for investors considering business operations in Bosnia
and Herzegovina has been provided by the office of UHY representatives:

UHY Revident d.o.o. Mostar
Biskupa Cule bb

88000 Mostar

Bosnia and Herzegovina

Phone: +387 (0)36 330 260
Website: www.uhy-ba.com

Email: info@uhy-ba.com
You are welcome to contact Antonio Vukoja (info@uhy-ba.com) for any inquiries you may have.

Information in the following pages has been updated so that they are effective at the date shown, but inevitably
they are both general and subject to change and should be used for guidance only. For specific matters, investors
are strongly advised to obtain further information and take professional advice before making any decisions. This
publication is current at July 2027.

We look forward to helping you do business in Bosnia and Herzegovina.


http://www.uhy-ba.com/

BUSINESS ENVIRONMENT

BACKGROUND

Bosnia and Herzegovina (BiH) is located in Southeast Europe on the western part of the Balkan Peninsula and
occupies a strategically important position between Central and Southeast Europe. The country shares borders with
Croatia to the north, west and south, Serbia to the east and Montenegro to the southeast, while having a short
coastline of approximately 20 kilometres on the Adriatic Sea at the town of Neum.

Bosnia and Herzegovina is a parliamentary democracy consisting of two entities—the Federation of Bosnia and
Herzegovina and the Republika Srpska—and the self-governing Brcko District. The country has a complex
constitutional structure established under the General Framework Agreement for Peace (Dayton Peace Agreement)
signed in 1995. Legislative, executive and judicial powers are exercised at the state, entity, cantonal and local
government levels in accordance with their constitutional competencies.

The country has a market-oriented economy based primarily on manufacturing, trade, energy production,
agriculture and services. Bosnia and Herzegovina offers investors a favourable geographic location, competitive
labour costs, a skilled workforce and preferential access to regional and European markets through a network of
international trade agreements.

Bosnia and Herzegovina has been a member of the Central European Free Trade Agreement (CEFTA) since 2007
and benefits from a Stabilisation and Association Agreement with the European Union. In December 2022, the
country was granted European Union candidate status, reaffirming its commitment to economic reforms,
regulatory harmonisation and closer integration with the European single market.

Foreign investors enjoy national treatment under the Law on the Policy of Foreign Direct Investment, which
generally guarantees equal rights and obligations for domestic and foreign investors, subject to limited restrictions
in specific sectors prescribed by law. The country maintains an open investment regime and actively encourages
foreign investment through investment promotion measures implemented at the state, entity and local
government levels.

Bosnia and Herzegovina's strategic location, stable currency operating under a currency board arrangement,
developed banking sector and access to a market of more than 600 million consumers through various trade
agreements make the country an attractive destination for manufacturing, export-oriented production,
information technology, renewable energy, tourism and business services.

POPULATION

According to the latest official population census conducted by the Agency for Statistics of Bosnia and Herzegovina,
Bosnia and Herzegovina had a population of 3,531,159 inhabitants in 2013.

The population is distributed across the country's two entities — the Federation of Bosnia and Herzegovina and the
Republika Srpska — and the Brcko District of Bosnia and Herzegovina. The majority of the population lives in urban
areas, with the largest population centres being Sarajevo, Banja Luka, Tuzla, Zenica and Mostar.
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Bosnia and Herzegovina has experienced significant demographic changes in recent decades, including population
ageing, lower birth rates and increased migration flows. These trends represent important economic and social
factors affecting the labour market and long-term economic development.

From an investor perspective, Bosnia and Herzegovina offers access to a workforce with diverse professional and
technical skills. The country has a developed network of secondary schools, universities and vocational education
institutions, supporting the availability of qualified personnel in areas such as engineering, manufacturing,
information technology, healthcare and business services.

The availability of skilled labour, combined with competitive employment costs compared with many European
Union countries, represents one of the factors contributing to Bosnia and Herzegovina’s attractiveness for foreign
investment.

GEOGRAPHY

Bosnia and Herzegovina is located in Southeast Europe, in the western part of the Balkan Peninsula. The country
covers an area of approximately 51,197 square kilometres and has a strategically important geographical position
between Central and Southeast Europe.

Bosnia and Herzegovina shares borders with Croatia to the north, west and south, Serbia to the east, and
Montenegro to the southeast. The country has access to the Adriatic Sea through a coastline of approximately 20
kilometres around the town of Neum.

The geographical position of Bosnia and Herzegovina provides access to important regional markets and transport
corridors. Its location enables relatively efficient connections with European Union markets, particularly through
neighbouring Croatia, which is a member of the European Union, as well as through regional trade routes
connecting Central and Southeast Europe.

The country has a diverse landscape consisting of mountains, valleys, rivers and lowland areas. Mountainous
regions dominate much of the territory, while important river systems, including the Sava, Bosna, Drina, Neretva
and Una rivers, contribute to the country's natural resources and economic potential.

Bosnia and Herzegovina has a predominantly continental climate, with variations depending on geographical
location. The northern and central parts of the country have a moderate continental climate, while the southern
Herzegovina region has a Mediterranean influence.

The country's natural resources include forests, water resources, mineral resources and agricultural land. These
resources provide a foundation for the development of industries such as energy production, forestry, agriculture,
food processing and tourism.

CURRENCY

The official currency of Bosnia and Herzegovina is the Convertible Mark (BAM), introduced in 1998 as part of the
monetary reform process following the signing of the General Framework Agreement for Peace.
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The Convertible Mark is issued by the Central Bank of Bosnia and Herzegovina (CBBH), which is responsible for
maintaining monetary stability and managing the currency system. The monetary system is based on a currency board
arrangement, which means that the exchange rate of the Convertible Mark is fixed to the euro.

Under the currency board arrangement, the exchange rate is fixed at:
1 EUR =1.95583 BAM

The currency board system provides monetary stability, low currency risk and predictability for domestic and foreign
investors. The stability of the Convertible Mark facilitates business planning, international trade and financial
transactions with European markets.

The Convertible Mark is fully convertible within the domestic financial system and is used as the official means of
payment throughout Bosnia and Herzegovina. The banking sector operates in accordance with regulations established
by relevant supervisory institutions, while the Central Bank of Bosnia and Herzegovina maintains the stability of the
monetary system.

LANGUAGE

The official languages of Bosnia and Herzegovina are Bosnian, Croatian and Serbian, while the official scripts are
Latin and Cyrillic. All three languages are mutually understandable and are widely used in public administration,
business communication and everyday life.

The linguistic environment reflects the country's multicultural structure and provides flexibility for domestic and
international business operations. Business documentation, legal documents and official communication may be
prepared in accordance with the applicable regulations and language requirements of the relevant administrative
level.

English is widely used in international business communication, particularly among younger professionals,
companies engaged in foreign trade, the information technology sector, financial services and organisations
cooperating with international partners.

For foreign investors, the availability of multilingual professionals, particularly those with knowledge of English and
other foreign languages, represents an additional advantage when establishing business operations and developing
cooperation with local partners.

MAJOR EXPORTS

Bosnia and Herzegovina has a diversified export structure, with exports consisting mainly of manufactured goods,
metals, machinery, electrical equipment, wood products, furniture, mineral products and agricultural and food
products.

According to official foreign trade statistics published by the Agency for Statistics of Bosnia and Herzegovina, the
European Union represents the most important export market for Bosnia and Herzegovina. The country's main
trading partners include neighbouring countries and major European economies, particularly Germany, Croatia,
Italy, Serbia and Austria.
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Manufacturing represents one of the most important export-oriented sectors of the economy. Key export industries
include metal processing, production of machinery and components, automotive parts, electrical equipment, wood
processing and furniture production. These sectors are supported by established industrial capacities, skilled labour
and integration into European supply chains.

The automotive industry has become an increasingly important export sector, with Bosnia and Herzegovina
participating in international supply chains through the production of automotive components and related products
for global manufacturers.

The country also has significant export potential in the wood-processing and furniture industry, based on available
natural resources and long-standing industrial experience. Agricultural and food products, including certain
processed food products, also contribute to the country's export activities.

Bosnia and Herzegovina's export-oriented industries provide opportunities for foreign investors interested in
manufacturing, nearshoring, supply-chain development and cooperation with local companies integrated into
European markets.

Exports of goods and services account for approximately 44% of GDP, based on the latest available data.

MAIJOR IMPORTS

Bosnia and Herzegovina has an open economy with significant levels of international trade. Imports play an
important role in supplying the domestic market with energy products, machinery, equipment, raw materials and
consumer goods.

According to official foreign trade statistics published by the Agency for Statistics of Bosnia and Herzegovina, the
European Union is the country's most important trading partner, accounting for a significant share of total imports.
Major import partners include Germany, Italy, Croatia, Serbia, China and other European and international markets.

The main imported products include machinery and mechanical equipment, electrical equipment, mineral fuels and
energy products, vehicles and transport equipment, chemicals, pharmaceutical products, metals, food products
and various consumer goods.

Imports of machinery, equipment and production inputs reflect the needs of Bosnia and Herzegovina's
manufacturing sector and support the development of industrial production, particularly in export-oriented
industries. The import of modern technologies and equipment also contributes to productivity improvements and
the modernization of domestic companies.

Energy products, including mineral fuels, represent an important import category due to the country's energy
consumption needs and the requirements of industrial and transport sectors.

For foreign investors, the structure of imports demonstrates the openness of the Bosnian and Herzegovinian market
to international suppliers and provides opportunities for companies involved in technology transfer, industrial
equipment, logistics, distribution and supply-chain development.

Imports of goods and services account for approximately 56% of GDP, based on the latest available data.
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EDUCATION — PRIMARY AND SECONDARY

Education in Bosnia and Herzegovina is organised within a decentralised administrative framework, with
responsibilities shared between the entities, cantons and Brcko District of Bosnia and Herzegovina. Primary
education is compulsory and free, while secondary education is provided through general and vocational education
programmes.

Primary education generally lasts nine years and provides students with fundamental knowledge and skills.
Secondary education includes general secondary schools (gymnasiums) and vocational secondary schools, including
technical, economic, medical and other specialised programmes.

Vocational secondary education plays an important role in preparing students for the labour market. Programmes
in technical, economic, healthcare and other professional fields provide students with knowledge and practical skills
relevant to industry, services and public sectors. Cooperation between vocational schools and employers through
practical training contributes to the development of workforce skills.

The network of primary and secondary schools throughout Bosnia and Herzegovina provides access to education
across urban and rural areas. For investors, the availability of graduates from technical and other vocational
programmes represents an important factor when assessing the availability of qualified personnel.

TERTIARY EDUCATION

Higher education in Bosnia and Herzegovina is provided through universities and other higher education institutions
offering undergraduate, graduate and doctoral study programmes. The higher education system is aligned with the
principles of the Bologna Process, enabling comparability of qualifications with European higher education systems.

The country has a network of public and private universities and higher education institutions providing
programmes in various fields, including engineering, information technology, natural sciences, economics,
business, law, medicine, social sciences and humanities.

Technical and scientific fields, particularly engineering, information technology and applied sciences, play an
important role in supporting the development of industries requiring specialised knowledge and qualified
professionals. Universities and research institutions also contribute to cooperation with businesses through
professional training, research activities and knowledge transfer.

For foreign investors, the availability of university-educated professionals, combined with a multilingual workforce
and competitive labour costs, represents an important advantage when establishing business operations in Bosnia
and Herzegovina.

HEALTH CARE SYSTEM

The health care system in Bosnia and Herzegovina is organised within a decentralised administrative framework,
with responsibilities primarily managed at the entity and cantonal levels. Health care services are provided through
a network of public and private health care institutions, including hospitals, primary health care centres, specialist
clinics and pharmacies.
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The system is based on mandatory health insurance schemes, with health care financing and organisation regulated
by the competent authorities within their respective jurisdictions. Public health institutions provide the majority of
health care services, while private health care providers have an increasingly important role in specialised medical
services and supplementary health care.

Bosnia and Herzegovina has a network of medical professionals and health care institutions providing general and
specialist medical services. Major urban centres, including Sarajevo, Banja Luka, Mostar, Tuzla and Zenica, serve as
regional centres for healthcare services and medical expertise.

For foreign investors, the availability of healthcare services and medical infrastructure represents an important
factor when establishing operations and assessing living and working conditions for employees and their families.

COMMUNICATIONS

Bosnia and Herzegovina has a developed communications infrastructure, including fixed and mobile
telecommunications networks, broadband internet services and digital communication services. The electronic
communications sector is regulated by the Communications Regulatory Agency of Bosnia and Herzegovina, which
is responsible for regulating the telecommunications market and ensuring fair competition among service
providers.

The country has a competitive telecommunications market with several licensed operators providing fixed
telephony, mobile communications, internet access and related digital services. Mobile telecommunications
represent an important segment of the market, with mobile penetration exceeding the total population due to the
widespread use of multiple mobile connections.

Internet services are widely available throughout the country, with broadband connectivity supporting business
operations, digital services and remote communication. The number of internet users and the development of
digital infrastructure continue to support the growth of information technology, e-commerce and digitally based
business models.

Major telecommunications providers offer a range of services for business users, including fixed and mobile
communication, broadband internet, data services and integrated communication solutions. The availability of
telecommunications infrastructure represents an important factor for investors establishing operations in Bosnia
and Herzegovina, particularly in sectors relying on digital connectivity and information technologies.

BANKING AND FINANCIAL SERVICES

Bosnia and Herzegovina has a developed banking and financial services sector supporting business activities,
investments and international trade. The financial system is dominated by the banking sector, which provides a
wide range of services including corporate and retail banking, lending, payment services, electronic banking and
other financial products.

The Central Bank of Bosnia and Herzegovina is responsible for maintaining monetary stability and operates under
a currency board arrangement. The national currency, the convertible mark (BAM), is fixed to the euro at a stable
exchange rate of EUR 1 = BAM 1.95583.
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The banking sector consists of domestic and international banking institutions operating under a regulatory
framework based on international banking standards. Banking supervision is carried out by the competent banking
agencies of the entities, including the Banking Agency of the Federation of Bosnia and Herzegovina and the Banking
Agency of Republika Srpska.

Commercial banks provide services to domestic and foreign companies, including financing, payment operations,
foreign exchange services, trade finance and digital banking solutions. The availability of modern banking services
supports business operations and facilitates investment activities in Bosnia and Herzegovina.

The financial sector also includes insurance companies, leasing companies, microcredit organisations and capital
market institutions, providing additional financial services for businesses and individuals.

For foreign investors, the stability of the monetary system, the availability of banking services and the presence of
international financial institutions represent important elements of the business environment in Bosnia and
Herzegovina.

TRANSPORTATION LINKS

Bosnia and Herzegovina has a transportation network connecting major cities, industrial centres and
neighbouring countries. The road network represents the most important transport infrastructure and includes
main roads, regional roads and motorway sections. The country is connected with European transport routes,
including the Pan-European Corridor Vc, which links the Adriatic coast with Central Europe through Bosnia and
Herzegovina.

Railway transport is available for passenger and freight services, connecting major economic centres and
industrial areas with neighbouring countries. The railway network remains an important element for certain
industries, particularly for the transport of bulk goods and industrial materials, while infrastructure modernisation
and improvement projects are ongoing.

Bosnia and Herzegovina has several international airports, with the largest being Sarajevo International Airport,
followed by airports in Banja Luka, Tuzla and Mostar, providing passenger services and limited cargo connections.

The country has access to river transport through the Sava River, which forms part of the European inland
waterways network. Logistics activities are also supported by road connections with neighbouring countries and
access to Adriatic ports, particularly the Port of Ploce in Croatia.

Major cities in Bosnia and Herzegovina have developed public transportation systems, including bus and other
urban transport services.

LAND AND BUILDING

Foreign investors may acquire and lease real estate in Bosnia and Herzegovina in accordance with applicable
legislation. The conditions for acquiring ownership rights may differ depending on the investor’s country of origin
and the regulations applicable in the relevant entity or administrative area.

V.



Companies established in Bosnia and Herzegovina have the same property rights as domestic legal entities. Foreign
investors usually establish a local company in Bosnia and Herzegovina when acquiring real estate for business
purposes.

The acquisition of land and buildings requires verification of ownership rights, land registry records, spatial planning
documentation and other relevant legal requirements. Investors are advised to conduct due diligence before
purchasing or developing real estate.

Construction activities require appropriate planning approvals and building permits issued by competent local
authorities in accordance with applicable regulations.

Industrial zones, business parks and commercial properties are available in many municipalities and cities, providing
opportunities for manufacturing, logistics, trade and service activities.

HOLIDAYS IN BOSNIA AND HERZEGOVINA

Public holidays in Bosnia and Herzegovina are regulated at different administrative levels. Due to the country’s
administrative structure, the list of non-working days may differ between the Federation of Bosnia and
Herzegovina, Republika Srpska and Brcko District of Bosnia and Herzegovina.

Businesses operating in Bosnia and Herzegovina should apply the public holiday regulations applicable in the
location where they operate.

Public holidays and non-working days include national, entity-level and religious holidays, including:

Holiday Date
New Year's Day 1 January
Independence Day of Bosnia and Herzegovina 1 March*
International Workers' Day 1 May
Statehood Day of Bosnia and Herzegovina 25 November*
Orthodox Christmas 7 January*
Catholic Christmas 25 December*
'I:Lahn;;c religious holidays (Eid al-Fitr and Eid al- Dates vary according to the Islamic calendar*
Orthodox Easter Date varies according to the Orthodox calendar*
Catholic Easter Date varies according to the Catholic calendar*

* Applicability depends on the relevant administrative area and applicable legislation.



FOREIGN INVESTMENT

INVESTMENT CLIMATE

Bosnia and Herzegovina welcomes foreign direct investment and provides a legal framework aimed at protecting
and facilitating investments by both domestic and foreign investors. The country offers investment opportunities
across a wide range of sectors, including manufacturing, energy, agriculture, tourism, information technology and
services.

Located between the European Union, the Adriatic region and the Western Balkans, Bosnia and Herzegovina
provides investors with access to regional markets and good transport connectivity to major European business
centres.

Key advantages of investing in Bosnia and Herzegovina include:

e Strategic access to the European Union and Western Balkans markets;

e A stable currency system, with the Convertible Mark (BAM) pegged to the euro;

¢ A competitive corporate income tax rate of 10%;

e Significant potential for the development of renewable energy sources;

e A skilled and technically qualified workforce with experience in industrial sectors;

¢ Ongoing development of transport infrastructure, including Corridor Vc;

e Access to regional markets through the Central European Free Trade Agreement (CEFTA) and
preferential trade arrangements with the European Union;

e Abundant natural resources and a well-established industrial tradition, particularly in the energy,
metal processing, wood processing, food production and tourism sectors.

The investment environment in Bosnia and Herzegovina reflects the country's administrative structure. Certain
areas of economic regulation, investment support and investment incentives are administered at the state level,
the entity level (the Federation of Bosnia and Herzegovina and Republika Srpska), the Brcko District of Bosnia and
Herzegovina, and the local government level.

FOREIGN DIRECT INVESTMENT TRENDS

Bosnia and Herzegovina continues to attract foreign direct investment across a wide range of economic sectors.
According to the Central Bank of Bosnia and Herzegovina (CBBH), foreign direct investment (FDI) inflows amounted
to BAM 1.76 billion in 2024. The Foreign Investment Promotion Agency of Bosnia and Herzegovina (FIPA) notes that
investment activity remained positive during 2024, while the official annual FDI survey provides the annual inflow
data.

Foreign direct investment inflows into Bosnia and Herzegovina have shown a generally positive trend over the past
five years, demonstrating the country's resilience and continued attractiveness to international investors. During
the COVID-19 pandemic in 2020, FDI inflows amounted to BAM 1.20 billion. As economic activity gradually
recovered, inflows increased to BAM 1.40 billion in 2021 and continued to rise to BAM 1.50 billion in 2022. The
highest annual inflow during the observed period was recorded in 2023, reaching BAM 1.89 billion. According to
the official Foreign Direct Investment Survey of the Central Bank of Bosnia and Herzegovina, FDI inflows totalled
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BAM 1.76 billion in 2024, confirming that Bosnia and Herzegovina continue to maintain a stable level of foreign

investment despite changing global economic conditions.

FDI Inflows (BAM billion)
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Figure 1. Foreign direct investment inflows in Bosnia and Herzegovina (BAM billion), 2020—-2024. (Source: Central
Bank of Bosnia and Herzegovina (CBBH), Foreign Investment PSourceromotion Agency of Bosnia and Herzegovina (FIPA)

The positive trend in foreign direct investment inflows is also reflected in the structure of long-term investments in
Bosnia and Herzegovina. While annual inflows vary depending on global and domestic economic conditions, the

accumulated stock of foreign direct investment demonstrates sustained investor confidence and the long-term

presence of international companies in the country. Investors from neighbouring countries and European Union

member states account for the largest share of accumulated foreign investment, with significant investments in

banking, manufacturing, trade, energy and business services. The following table presents the principal source
countries of foreign direct investment and their investment profiles in Bosnia and Herzegovina.

Main investor countries are

Table 1. Main investor countries

Country Investment profile

Croatia One of the largest sources of foreign direct investment by accumulated
investment stock

Austria Long-term investor, particularly in banking, manufacturing and services
Serbia Significant regional investor
Slovenia Important European Union investor
Germany Significant investor in manufacturing and service industries
Netherlands Important source of foreign investment

Source: Central Bank of Bosnia and Herzegovina (CBBH), Foreign Investment Promotion Agency of Bosnia and Herzegovina

(FIPA)
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WHY INVEST IN BOSNIA AND HERZEGOVINA

Bosnia and Herzegovina offers investors a combination of strategic location, competitive business conditions,
skilled workforce and significant development potential. The country represents an attractive investment
destination for companies seeking new production capacities, access to regional markets and opportunities to
integrate into European supply chains.

Located in Southeast Europe, Bosnia and Herzegovina provides a bridge between the European Union and Western
Balkan markets. Its favourable geographic position, industrial tradition, available workforce and natural resources
create opportunities for long-term and sustainable investments across various economic sectors.

- Strategic Geographic Location and Market Access

Bosnia and Herzegovina’'s geographic position represents one of its key investment advantages. Situated between
Central Europe and Southeast Europe, the country provides access to regional markets and proximity to the
European Union.

The country offers investors:

e strategic location at the crossroads of European and Western Balkan markets;
e proximity to the European Union market;

e access to regional markets through CEFTA trade arrangements;

e opportunities for integration into international supply chains.

This position enables companies operating in Bosnia and Herzegovina to efficiently connect with European partners
and develop export-oriented business models.

- Competitive Business Environment

Bosnia and Herzegovina provides a competitive business environment supported by favourable operating costs,
available industrial capacities and a long tradition of manufacturing and production.

Key advantages include:

e competitive labour costs compared to many European markets;
e established industrial sectors and supplier networks;

e availability of industrial zones and investment locations;

e opportunities for greenfield and brownfield investments.

The country has developed a strong industrial base, particularly in sectors such as automotive components, metal
processing, wood industry, food production and manufacturing services, creating opportunities for foreign
investors seeking reliable production locations.
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- Skilled and Competitive Workforce

A qualified and adaptable workforce represents one of Bosnia and Herzegovina’s most important investment
advantages.

The country has a strong tradition in technical education, engineering and industrial production, providing investors
with access to employees with experience in manufacturing processes and international business environments.

Workforce advantages include:

e technical and engineering expertise;

e experience in export-oriented industries;

e competitive employment costs;

e adaptability to international production standards.

The availability of skilled employees supports the establishment and expansion of manufacturing facilities, service
operations and technology-based businesses.

- Natural Resources and Growth Potential

Bosnia and Herzegovina possesses significant natural resources and development potential, creating opportunities
for investments in sustainable and growing sectors.

Key areas of opportunity include:
e renewable energy and energy efficiency;
e tourism and hospitality;
e agriculture and food processing;
e forestry and wood processing;
e information and communication technologies.

Growing interest in green transition, sustainable development and digital transformation further increases
investment opportunities in these sectors.

- Integration into European Supply Chains

Bosnia and Herzegovina has attracted foreign investors, particularly in export-oriented industries connected with
European markets. The country’s industrial capabilities, geographic position and skilled workforce provide a
foundation for companies seeking efficient production locations and reliable suppliers.

Foreign investors can benefit from opportunities to establish production facilities, develop supplier networks and
participate in regional and European value chains.

/ | 13
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- Long-Term Investment Potential

Beyond traditional industries, Bosnia and Herzegovina offers opportunities in emerging sectors driven by
innovation, sustainability and technological development.

The combination of strategic location, competitive costs, available workforce and development potential makes
Bosnia and Herzegovina a destination with opportunities for investors seeking long-term growth and diversification.

PRIORITY INVESTMENT SECTORS

Bosnia and Herzegovina offers a diversified investment environment with opportunities across traditional industries
and emerging sectors. The country’s investment potential is based on its industrial heritage, natural resources,
skilled workforce, favourable geographic position and growing integration into regional and European economic
networks.

Foreign investors have already established a strong presence in several sectors, particularly manufacturing, energy,
services and trade. At the same time, new investment opportunities are emerging in areas driven by global trends
such as renewable energy, digital transformation, sustainable tourism and green economy.

The following sectors represent some of the most promising areas for future investment:
- Manufacturing and Industrial Production

Manufacturing represents one of the most important sectors of Bosnia and Herzegovina’s economy and one of the
sectors with the strongest potential for attracting foreign investment.

The country has a long industrial tradition, particularly in metal processing, automotive components, machinery
production, wood processing and other manufacturing activities. Existing industrial capacities, experienced
suppliers and a technically skilled workforce provide a strong foundation for companies seeking competitive
production locations.

Bosnia and Herzegovina has successfully integrated into international supply chains, particularly through
cooperation with European manufacturing companies. The presence of foreign investors in export-oriented
industries demonstrates the country’s potential as a reliable partner for companies seeking efficient production
and supplier networks.

Investment opportunities include the development of:
e automotive components and related industries;
e metal processing and mechanical engineering;
e electrical equipment production;
e wood processing and furniture manufacturing;

e industrial subcontracting and supplier networks.

/ | 14
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- Energy and Renewable Energy

The energy sector represents one of the areas with the greatest investment potential in Bosnia and Herzegovina.
The country possesses significant natural resources and favourable conditions for the development of renewable
energy projects.

Bosnia and Herzegovina has considerable potential in hydropower, solar and wind energy, while increasing demand
for energy transition and sustainable solutions creates new opportunities for investors.

Future investments are particularly relevant in the context of improving energy efficiency, modernizing existing
infrastructure and increasing the share of renewable energy sources.

Investment opportunities include:

e solar power plants;

e wind energy projects;

e hydropower development;

e energy efficiency solutions;

e modernization of energy infrastructure.

The development of renewable energy projects represents an opportunity for investors interested in long-term
sustainable investments aligned with European climate and energy objectives.

- Tourism and Hospitality

Tourism represents a sector with significant growth potential, supported by Bosnia and Herzegovina’s natural
landscapes, cultural heritage and diverse tourism resources.

The country offers a unique combination of mountains, rivers, historical cities, cultural monuments and traditional
gastronomy, creating opportunities for the development of different tourism products.

While tourism has experienced significant growth in recent years, there remains considerable potential for
investment in accommodation capacities, modern tourism infrastructure and specialized tourism services.

Investment opportunities include:

e hotels and resorts;

e mountain and adventure tourism facilities;
e eco-tourism and rural tourism projects;

e wellness and spa facilities;

e cultural and heritage tourism development.

Investments in sustainable tourism can contribute to regional development and create new business opportunities
in local communities.
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- Agriculture and Food Processing

Agriculture and food processing represent sectors with strong development potential due to Bosnia and
Herzegovina’s natural resources, favourable climate conditions and available agricultural land.

The country has favourable conditions for the production of high-quality agricultural products, including fruits,
vegetables, livestock products and traditional food products. However, further investment in modernization,
processing capacities and technology is required to increase competitiveness and export potential.

Investment opportunities include:

e organic and sustainable agriculture;

fruit and vegetable processing;

dairy and meat production;

food processing facilities;
e export-oriented agricultural production.

Modernization of agricultural production and development of food processing capacities can create opportunities
for investors seeking access to regional markets and growing demand for quality food products.

- Information Technology and Digital Economy

The ICT sector in Bosnia and Herzegovina has become one of the fastest-growing areas of economic development.
A young, technically skilled workforce and increasing digitalization of businesses create opportunities for
technology companies and service providers.

The sector offers advantages for investors seeking cost-efficient locations for software development, digital services
and technology-based operations.

Investment opportunities include:

software development centres;

IT outsourcing services;

digital transformation solutions;

cybersecurity services;

technology startups and innovation projects.

The continued development of digital infrastructure and demand for digital solutions provide opportunities for
further growth of the sector.

- Logistics and Infrastructure

Bosnia and Herzegovina’s geographic position creates opportunities for the development of logistics, transport and
distribution services.
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Located between Central Europe and Southeast Europe, the country has the potential to serve as a regional hub
for supply chain activities, particularly for companies operating in manufacturing and trade.

Further investment in logistics infrastructure can strengthen connectivity between domestic producers, regional
markets and European partners.

Investment opportunities include:
e logistics and distribution centres;
e warehousing facilities;
e transport services;
e supply chain management solutions;

e infrastructure development projects.

Green Economy and Sustainable Development

Global trends related to sustainability, climate change and resource efficiency are creating new investment
opportunities in Bosnia and Herzegovina.

The transition toward a greener economy opens opportunities for investors in environmental technologies, circular
economy solutions and sustainable business models.

Potential investment areas include:
e waste management and recycling;
e energy efficiency technologies;
e sustainable production systems;
e environmental protection solutions.

These sectors are expected to gain increasing importance as Bosnia and Herzegovina continues to align economic
development with European sustainability objectives.

Bosnia and Herzegovina provides investment opportunities across a wide range of sectors, combining established
industrial capacities with emerging areas of growth. Manufacturing, energy, tourism, agriculture, ICT and logistics
represent sectors where investors can benefit from available resources, skilled workforce and strategic market
positioning.

The combination of competitive operating conditions, development potential and opportunities for integration into
regional and European value chains creates a favourable environment for long-term investment.

/ | 17



INVESTMENT INCENTIVES

Bosnia and Herzegovina provides a range of investment incentives and support measures aimed at encouraging

domestic and foreign investment, increasing employment, strengthening competitiveness and supporting

economic development.

Investment incentives are available through different levels of government, including state institutions, entities,

cantons and local authorities. Due to the administrative structure of Bosnia and Herzegovina, the availability and

type of incentives may vary depending on the location of the investment, sector of activity, investment value,

number of newly created jobs and strategic importance of the project.

Foreign investors are generally entitled to equal treatment with domestic investors, and investment support

measures are designed to encourage the establishment of new businesses, expansion of existing operations,

technology development and export-oriented activities.

- Overview of Investment Incentives and Support Measures

Bosnia and Herzegovina’s administrative structure enables investment incentives and support programmes to be

implemented at different government levels. Investors may access various forms of support depending on the

characteristics and location of their investment project.

The main levels of investment support are presented below:

Table 2. The main levels of investment support

Administrative level / Institution

Main areas of support

Examples of available support measures

Providing investment information,
e Investment promotion and | promoting Bosnia and Herzegovina as an
State-level institutions . - . . .
investor facilitation investment  destination,  supporting
communication with relevant institutions
. . Market information, identification of
Foreign Investment Promotion . . . .
. ) Support  throughout the | investment opportunities, assistance in
Agency of Bosnia and Herzegovina | . . . .
(FIPA) investment process finding investment locations, connection
with public institutions and local partners
. Employment programmes, support for
. . Support for investment p : Prog . PP
Federation of Bosnia and . .| business development, improvement of
. projects and economic .
Herzegovina competitiveness and development of
development . A
production activities
Support for investment  projects,
Investment support and .
. ) employment creation, development of
Republika Srpska economic development . - o
business activities and competitiveness
measures

improvement

Herzegovina)

specific programmes

Y - . e s Administrative assistance, business
Brcko District of Bosnia and | Investment facilitation and | .
. . infrastructure development and support
Herzegovina local business support .
for investors
. .| Employment incentives, support for
Cantonal governments | Regional economic | . P y . PP
. . industrial zones, infrastructure
(Federation of Bosnia and | development and sector-

development and sector development
programmes
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Municipalities and cities Local investment facilitation

Availability of investment location

with investors

S,

industrial zones, infrastructure support,
administrative assistance and cooperation

Source: Foreign Investment Promotion Agency of Bosnia and Herzegovina (FIPA)

- Key Areas Supported Through Investment Incentives

Investment incentives in Bosnia and Herzegovina are primarily focused on areas that contribute to economic

growth, employment creation, competitiveness improvement and sustainable development.

The main areas of support include:

Table 3. The main areas of support

Area of support

Purpose

Employment creation

Encouraging the creation of new jobs and
development of local workforce

New investment projects

Supporting the establishment of new production
capacities and expansion of existing businesses

Export-oriented activities

Strengthening competitiveness and integration into
international supply chains

Workforce training and development

Improving employee skills and adapting workforce to
industry requirements

Industrial zones and infrastructure

Providing suitable locations and business
infrastructure for investors

Green and sustainable investments

Supporting renewable energy, energy efficiency and
environmentally sustainable projects

Source: Author's compilation based on official data.

- Institutional Support for Investors

In addition to financial and fiscal incentives, investors in Bosnia and Herzegovina can benefit from institutional

support throughout different stages of the investment process.

The Foreign Investment Promotion Agency of Bosnia and Herzegovina (FIPA) plays an important role in assisting

foreign investors by providing information, facilitating communication with relevant institutions and supporting the

identification of investment opportunities.

Support activities may include:

e providing information about investment opportunities and business conditions;

e assisting investors in identifying suitable locations;

e connecting investors with public institutions and local partners;

e supporting investment preparation and implementation processes.

Additional assistance may be available through entity, cantonal and local investment promotion organisations.
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- Support for Export-Oriented and Strategic Investments

Investment incentives are particularly important for projects that contribute to economic development, export
growth and integration into international markets.

Strategic investment projects may include activities related to:
e manufacturing and industrial production;
e technology development and innovation;
e energy transition and renewable energy;
e export-oriented services;
e development of local supplier networks.

These investments contribute to strengthening Bosnia and Herzegovina’s position within regional and European
value chains.

- Incentives for Green and Sustainable Investments

Increasing global focus on sustainability and climate transition creates additional opportunities for investment
support in environmentally responsible projects.

Potential areas of support include:

e renewable energy projects;

e energy efficiency improvements;

e sustainable production systems;

e circular economy solutions;

e environmental protection technologies.

Investments in these areas are becoming increasingly important as Bosnia and Herzegovina continues to align
economic development with European sustainability objectives.

Bosnia and Herzegovina offers a flexible framework of investment incentives designed to support economic growth,
employment creation and the development of competitive business activities.

Although incentive programmes differ depending on the administrative level and location of the investment,
investors can benefit from institutional support, employment measures, business infrastructure development and
sector-specific programmes.

Combined with strategic location, competitive operating conditions, skilled workforce and sectoral opportunities,
investment incentives contribute to creating favourable conditions for long-term investment and sustainable
business development.
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REGULATORY FRAMEWORK AND INVESTMENT PROTECTION

Bosnia and Herzegovina has established a legal framework that provides protection and equal treatment for foreign
investors. The country welcomes foreign investment and provides guarantees aimed at creating a secure,
transparent and predictable business environment.

Foreign investors are generally granted the same rights and obligations as domestic investors, except in areas where
specific legal restrictions may apply. The investment framework is based on the principles of non-discrimination,
protection of property rights and the free transfer of investment-related funds.

Due to the constitutional and administrative structure of Bosnia and Herzegovina, economic regulation is divided
among different levels of authority, including state institutions, entities, cantons and local governments. Investors
should therefore consider the specific regulatory framework applicable to the location and sector of their
investment.

- Equal Treatment of Foreign Investors

Foreign investors in Bosnia and Herzegovina enjoy equal treatment with domestic investors in accordance with
applicable legislation.

The legal framework provides investors with protection against discriminatory treatment and enables foreign-
owned businesses to operate under conditions comparable to domestic companies.

Foreign investors have the right to:

e establish companies and acquire ownership interests;

e conduct business activities under the same conditions as domestic investors;

e transfer profits, dividends and invested capital abroad in accordance with applicable regulations;
e access legal protection and available dispute resolution mechanisms.

The principle of equal treatment represents an important element of Bosnia and Herzegovina’s investment
framework and contributes to creating a stable environment for international investors.

- Protection of Investments

Bosnia and Herzegovina provides legal protection for foreign investments through domestic legislation and
international agreements on investment protection.

The investment protection framework is based on internationally recognized principles, including:

e protection against unlawful expropriation;

e fair and equitable treatment of investors;

e protection of ownership rights;

e compensation in cases of expropriation in accordance with applicable laws;

access to legal remedies and dispute resolution procedures.

Bosnia and Herzegovina is a signatory to numerous bilateral investment treaties that provide additional protection
and legal certainty for foreign investors.
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- Repatriation of Profits and Capital

Foreign investors in Bosnia and Herzegovina have the right to transfer profits, dividends and invested capital abroad
after fulfilling applicable legal and tax obligations.

The possibility of transferring funds abroad represents an important element of investment security and provides
investors with confidence regarding the management of their financial returns.

Profit repatriation is carried out in accordance with foreign exchange regulations and applicable tax legislation.
- Ownership of Real Estate

Foreign investors may acquire ownership rights over real estate in Bosnia and Herzegovina in accordance with
applicable legislation.

The possibility of acquiring real estate depends on the legal status of the investor, applicable regulations and, in
certain cases, the principle of reciprocity.

Before acquiring real estate, investors are advised to conduct legal due diligence to verify ownership rights,
regulatory requirements and potential restrictions related to the intended investment.

- Sector-Specific Regulations and Restrictions

Most economic sectors in Bosnia and Herzegovina are open to foreign investment. However, certain activities may
require specific licences, approvals or regulatory compliance due to their strategic importance or public interest.

Special regulatory requirements may apply to sectors such as:
e banking and financial services;
e insurance;
e telecommunications;
e energy;
e transport;
e defence-related activities.

These requirements are generally related to obtaining operational licences, regulatory approvals and compliance
with sector-specific legislation.

- Regulatory Transparency and Business Security

The development of a predictable regulatory environment is an important factor for attracting and retaining foreign
investment.

Investors operating in Bosnia and Herzegovina benefit from access to legal institutions, investment promotion
organisations and professional advisory services that assist them in understanding regulatory requirements and
establishing business operations.
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A transparent investment framework, combined with institutional support and equal treatment principles,
contributes to creating conditions for sustainable long-term investment.

Bosnia and Herzegovina provides a legal framework designed to protect foreign investment and support the
development of a stable business environment.

Equal treatment of investors, protection of property rights, possibility of profit repatriation and access to legal
protection mechanisms represent important advantages for international investors.

While certain sectors require additional regulatory procedures, the overall investment framework supports the
establishment, development and expansion of foreign-owned businesses in Bosnia and Herzegovina.



SETTING UP A BUSINESS

Bosnia and Herzegovina provides a legal framework that enables domestic and foreign investors to establish
business entities and conduct economic activities under generally equal conditions.

According to the Law on the Policy of Foreign Direct Investments of Bosnia and Herzegovina, foreign investors enjoy
national treatment, meaning that they have the same rights and obligations as domestic investors, except where
specific restrictions are provided by applicable legislation.

Foreign investors may establish companies with full foreign ownership, acquire ownership interests in existing
companies, establish partnerships with domestic investors or participate in joint investment projects.

The establishment and operation of business entities are regulated through company laws applicable in the
Federation of Bosnia and Herzegovina, Republika Srpska and Brcko District of Bosnia and Herzegovina.

TYPES OF PARTNERSHIP

Partnerships represent one of the possible forms of business organisation in Bosnia and Herzegovina and are based
on cooperation between two or more partners.

Depending on the applicable legislation, partnerships may be established in the following forms:
- General Partnership (Unlimited Joint Liability Company — d.n.o./o.d.)

A general partnership is established by two or more partners who jointly conduct business activities under a
common business name.

The main characteristics include:
e two or more partners participating in the business;
e partners sharing management rights and obligations unless otherwise agreed;
e unlimited joint liability of partners for company obligations.
Partners are personally responsible for the obligations of the company, including with their personal assets.
No minimum share capital is required for establishing a general partnership.
- Limited Partnership (k.d.)
A limited partnership consists of at least two types of partners:
e general partners, who have unlimited liability for company obligations;
e limited partners, whose liability is limited to the amount of their contribution.

This form allows investors to participate in business activities while having different levels of responsibility and
involvement in company management.

No minimum share capital is required for establishing a limited partnership.
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- COMPANY CAPITAL

The minimum capital requirements depend on the type of company and the administrative area where the

company is established.

The main requirements are:

Table 4 .Minimum Share Capital Requirements by Legal Form of Company in Bosnia and Herzegovina

Federation of Bosnia

Type of company and Herzegovina Republika Srpska Br¢ko District

Limited Liability | 5 A 1,000 BAM 1 BAM 2,000

Company (d.o.0.)

General Partnership | No minimum capital | No minimum capital | No minimum capital

(d.n.o./o.d.) requirement requirement requirement

Limited Partnership | No minimum capital | No minimum capital | No minimum capital
(k.d.) requirement requirement requirement

Closed Joint  Stock | g A1 50,000 BAM 20,000 BAM 50,000*
Company

Open Joint  Stock Not applicable BAM 50,000 Not applicable
Company

Source: Author's compilation based on official data.

*Bréko District legislation recognises the joint-stock company as one legal form with a minimum share capital of
BAM 50,000 and does not distinguish between open and closed joint-stock companies in the same way as the
legislation of Republika Srpska.

The share capital represents the financial contribution of founders or shareholders and is defined through founding
documents and company registration procedures.

TYPES OF COMPANIES

The most common forms of companies established in Bosnia and Herzegovina are limited liability companies and
joint stock companies.

1. Limited Liability Company (LLC — d.o0.0.)
The limited liability company is the most common form of business entity among domestic and foreign investors.
A limited liability company may be established by one or more domestic or foreign individuals or legal entities.
The main characteristics include:

e separate legal personality;
e limited liability of shareholders;
o flexible ownership structure;

e suitability for small, medium and large investment projects.
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Due to its simple organisational structure and flexibility, the limited liability company is the preferred choice for
many foreign investors establishing operations in Bosnia and Herzegovina.

2. Joint Stock Company (JSC - d.d./a.d.)

Joint stock companies are generally used for larger business operations, companies with broader ownership
structures or businesses requiring access to capital markets.

The capital of a joint stock company is divided into shares, and shareholders are generally liable only up to the
amount of their investment.

Depending on applicable legislation, joint stock companies may be established as:

e open joint stock companies;

e closed joint stock companies.

- Establishment Procedure
The procedure for establishing a company depends on the administrative area where the company is registered.
In general, the establishment process includes the following steps:

1. Selection of the legal form and company name;

2. Preparation and certification of founding documents;

3. Payment of the required share capital, where applicable;

4. Registration with the competent registration authority;

5. Obtaining tax and statistical identification numbers;

6. Opening a bank account;

7. Registration of employees and fulfilment of employment-related obligations.

In the Federation of Bosnia and Herzegovina, registration of companies is carried out through competent
registration courts.

In Republika Srpska, the registration process is conducted through the Agency for Intermediary, IT and Financial
Services (APIF), which performs company registration and provides related registration services.

The duration of the registration procedure depends on the completeness of documentation, type of business
activity and administrative requirements applicable in the relevant jurisdiction.

- Foreign Ownership and Investment
Foreign investors may establish companies with full foreign ownership or invest together with domestic partners.
Foreign investors have the right to:

e establish new companies;
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e acquire ownership interests in existing companies;
e participate in partnerships and joint ventures;
e manage business operations in accordance with applicable legislation.

Foreign-owned companies have the same legal status as domestic companies and are subject to the same
obligations and regulatory requirements.

- Representative Offices

Foreign companies may establish representative offices in Bosnia and Herzegovina in accordance with applicable
regulations.

Representative offices are primarily intended for:

e market research;

e promotion of business activities;

e establishing business contacts;

e preparation of future investment opportunities.

A representative office does not have the status of an independent legal entity and generally cannot perform
commercial activities on behalf of the foreign company.

Companies considering long-term commercial operations usually establish a separate legal entity, most commonly
a limited liability company.

- Restrictions on Foreign Investment

Foreign investment is generally open and welcomed in Bosnia and Herzegovina. Domestic and foreign investors are
treated equally, except in areas where specific legal restrictions apply.

Certain regulated sectors may require additional approvals, licences or compliance with special regulations,
including activities related to:

e production and trade of military equipment;
e weapons and ammunition;
e other activities of strategic or public interest.

Investors planning activities in regulated sectors should review applicable legislation and obtain necessary
approvals before commencing operations.
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- Support for Investors

Foreign investors may seek support from professional advisers and relevant institutions during the establishment
process.

Support may include:
e preparation of incorporation documents;
e company registration;
e taxand accounting setup;
e employment registration;
e obtaining required permits and licences.

The Foreign Investment Promotion Agency of Bosnia and Herzegovina (FIPA) provides information and support to
foreign investors regarding investment opportunities, establishment procedures and business conditions in Bosnia

Bosnia and Herzegovina provides a flexible legal framework for establishing different forms of business entities,
allowing investors to select the structure that best corresponds to their business objectives.

The limited liability company remains the most common form of business organisation due to its flexibility, limited
liability structure and suitability for a wide range of investment projects.

With professional support and adequate preparation, foreign investors can efficiently establish operations and
benefit from Bosnia and Herzegovina’s strategic location, skilled workforce and competitive business environment.
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LABOUR

- Workforce and Skills

Bosnia and Herzegovina has a workforce with significant industrial experience, technical knowledge and
adaptability, representing an important factor for foreign investors.

The country has a long tradition in technical education, engineering and vocational training, developed through
decades of industrial development. This has contributed to the availability of qualified workers in sectors such as
manufacturing, metal processing, automotive industry, construction, energy, information technology, healthcare
and technical services.

The education system and industrial heritage have created a workforce with practical experience and technical skills
that are relevant for export-oriented industries and international business operations.

The workforce is increasingly oriented towards international business environments, with growing foreign language
skills, particularly English and German. This supports the integration of local employees into international
companies and global supply chains.

The Bosnian and Herzegovinian labour market is characterised by a relatively large available workforce, competitive
labour costs and a steadily improving employment outlook. According to the Labour Force Survey conducted by the
Agency for Statistics of Bosnia and Herzegovina, the labour force comprised approximately 1.43 million persons in
2024, including around 1.25 million employed and 173 thousand unemployed persons, resulting in a survey-based
unemployment rate of 12.2%.

It should be noted that the Labour Force Survey and administrative employment statistics are based on different
methodologies. The Labour Force Survey follows the methodology of the International Labour Organization (ILO)
and includes all persons who performed paid work during the reference period, regardless of their employment
status or registration. In contrast, administrative statistics record only persons formally registered as employees
with employers and social security institutions. Consequently, the number of registered employees (approximately
859 thousand in 2024) is lower than the total number of employed persons estimated through the Labour Force
Survey.

Table 5. Key Labour Market Indicators (2024)

Indicator Data

Labour force Approx. 1.43 million persons
Employed persons (Labour Force Survey) Approx. 1.25 million persons
Unemployed persons (Labour Force Survey) Approx. 173 thousand persons
Survey-based unemployment rate 12.2%

Registered employed persons Approx. 859 thousand persons

Source: Agency for Statistics of Bosnia and Herzegovina (BHAS), Labour Force Survey 2024 and administrative employment
statistics.

For foreign investors, the availability of qualified employees, combined with competitive labour costs, represents
one of Bosnia and Herzegovina’s important investment advantages.
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Overall, the available labour force, together with a well-established education system and competitive employment
costs, continues to represent one of Bosnia and Herzegovina's key advantages for foreign investors, particularly in
manufacturing, business services, information technology and export-oriented industries.

- Labour Market Overview

According to the Labour Force Survey conducted by the Agency for Statistics of Bosnia and Herzegovina, the labour
force in Bosnia and Herzegovina amounted to approximately 1.43 million persons in 2024. The labour force included
approximately 1.25 million employed persons and 173 thousand unemployed persons. The survey-based
unemployment rate was 12.2%.

According to administrative data from the Agency for Statistics of Bosnia and Herzegovina, the number of registered
employed persons amounted to approximately 859 thousand in November 2024.

The difference between survey-based and administrative employment data results from different statistical
methodologies. The Labour Force Survey follows international standards and includes persons who meet the
definition of employment according to the International Labour Organization (ILO), while administrative data refer
to registered employment.

The labour market in Bosnia and Herzegovina is influenced by demographic trends, workforce mobility and
migration. However, the availability of experienced and technically skilled workers remains an important factor for
investors, particularly in manufacturing, engineering and export-oriented industries.

- Employment Regulation

Employment relationships in Bosnia and Herzegovina are regulated through labour legislation adopted primarily at
the entity level, while specific regulations apply in Brcko District.

The main labour regulations include:

e the Labour Law of the Federation of Bosnia and Herzegovina;
e the Labour Law of Republika Srpska;
e applicable labour regulations in Brcko District.

Labour legislation regulates employment relationships, rights and obligations of employers and employees, working
conditions, occupational safety, termination of employment and other employment-related matters.

Foreign investors are required to apply the labour regulations applicable in the administrative area where their
business activity is established.

- Employment Contracts

Employment contracts represent the legal basis for establishing employment relationships between employers and
employees.
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Employment contracts must generally be concluded in written form and contain essential information, including:

e information about the employer and employee;
e place of employment;

e position and description of work;

e working hours;

e salary and other employment-related benefits;
e duration of employment, where applicable.

Employment may be established for an indefinite or fixed period, depending on the needs of the employer and
applicable legal requirements.

Employers and employees may agree on conditions that provide employees with rights and benefits more
favourable than the minimum requirements prescribed by law.

- Working Hours and Annual Leave
Full-time employment in Bosnia and Herzegovina is generally defined as a 40-hour working week.
Labour legislation provides employees with rights related to:

e paid annual leave;

e paid leave in specific circumstances;

e rest periods;

e protection of health and safety at work.

Employees are generally entitled to a minimum of 20 working days of paid annual leave, while the exact duration
may depend on applicable legislation, collective agreements and employment contracts.

- Salary and Labour Costs

Labour costs in Bosnia and Herzegovina remain competitive compared with many European markets, representing
one of the factors contributing to the country’s attractiveness for foreign investors.

Average salaries vary depending on the sector, qualification level, location and type of employment. According to
official statistical data, the average net salary in Bosnia and Herzegovina in 2024 was approximately BAM 1,400,
with significant differences depending on economic activity and administrative area.

Minimum salary levels are determined separately by the competent authorities in the entities. In the Federation of
Bosnia and Herzegovina, the minimum net salary was set at BAM 1,000 from 2025, while salary regulations in
Republika Srpska are determined according to the level of qualification and type of work.

Specialised sectors such as information technology, engineering, finance and professional services generally have
higher salary levels, while manufacturing and operational sectors remain competitive in terms of labour costs.
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Employers are responsible for calculating salaries and fulfilling obligations related to taxes and social security
contributions in accordance with applicable regulations.

- Management Contracts

In addition to standard employment contracts, companies may engage directors and senior executives through
management contracts, particularly for positions involving managerial responsibilities, decision-making authority
and specific professional requirements.

The rights, obligations, responsibilities and remuneration of managers are defined by the relevant contract and
applicable legislation.

Management contracts are commonly used for senior management positions and provide companies with flexibility
in defining the relationship with key executives.

- Employment of Retired Persons

Retired persons may, under applicable regulations, engage in certain forms of employment or professional
activities, depending on the type of pension, applicable legal framework and form of engagement.

The possibility of engaging retired professionals provides employers with access to experienced workers,
particularly in sectors where specialised knowledge, professional experience and mentoring capacity are important.

- Termination of Employment
Employment may be terminated under conditions defined by applicable labour legislation, including:
e mutual agreement between employer and employee;
e expiry of a fixed-term employment contract;
e retirement;
e termination initiated by the employee;
e termination initiated by the employer in accordance with legal requirements.

Labour legislation establishes procedures and conditions for termination, including notice periods and employee
protection mechanisms.

In certain cases, employees may be entitled to severance payments, depending on applicable legislation, duration
of employment and circumstances of termination.

- Social Security System

The social security system in Bosnia and Herzegovina includes mandatory insurance related to:
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e pension and disability insurance;
e health insurance;
e unemployment insurance.

The organisation and calculation of social security contributions differ depending on whether employment is
regulated in the Federation of Bosnia and Herzegovina, Republika Srpska or Brcko District.

Recent reforms, particularly in the Federation of Bosnia and Herzegovina, have introduced changes in contribution
rates aimed at reducing labour costs while maintaining social protection mechanisms.

Employers are responsible for calculating and paying mandatory contributions in accordance with applicable
legislation.

- Employment of Foreign Workers

Foreign nationals may be employed in Bosnia and Herzegovina subject to regulations governing residence and work
permits.

The procedure for obtaining work authorisation depends on factors such as:
e nationality of the employee;
e type of employment;
e sector of activity;
e applicable regulations in the relevant administrative area.
Companies employing foreign workers must ensure compliance with labour, immigration and tax regulations.

Bosnia and Herzegovina provides investors with access to a workforce characterised by technical knowledge,
industrial experience and adaptability.

Although demographic trends, workforce migration and administrative differences represent certain challenges,
the availability of qualified employees, competitive labour costs and experience in international production
environments remain important advantages for establishing and expanding business operations.
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TAXATION

TAX SYSTEM OVERVIEW

The tax system of Bosnia and Herzegovina is organised according to the constitutional structure of the country.

Bosnia and Herzegovina has one of the most competitive corporate tax systems in Europe. Corporate income tax is
generally 10% in FBiH, Republika Srpska and Brcko District. The standard VAT rate is 17% and the registration
threshold was increased to BAM 100,000.

Corporate Income Tax Comparison (%)

Germany
France
Italy
Austria

Croatia

Serbia

BiH

T T T T

0 5 10 15 20 25 30
%

Figure2 : Corporate income tax comparison. Rates are simplified headline rates for investor overview.

Figure compares the corporate income tax rates in Bosnia and Herzegovina with selected countries, illustrating BiH’s
competitive position in terms of business taxation.

Indirect taxes are regulated and administered at the state level, while direct taxes are regulated by the entities —
the Federation of Bosnia and Herzegovina and Republika Srpska — and by Brcko District.

The main institutions responsible for tax administration are:
e Indirect Taxation Authority of Bosnia and Herzegovina;
e Tax Administration of the Federation of Bosnia and Herzegovina;
e Tax Administration of Republika Srpska;
e Tax Authority of Brcko District.

The main categories of taxes in Bosnia and Herzegovina include:

e Value Added Tax (VAT);
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e Corporate Income Tax (Profit Tax);

e Personal Income Tax;

e Social Security Contributions;

e Excise Duties;

e Property-related taxes and other local taxes.

The taxation system applies equally to domestic and foreign investors, subject to applicable legislation.

- Value Added Tax (VAT)
Bosnia and Herzegovina applies a unified Value Added Tax (VAT) system throughout the entire country.
The standard VAT rate is:
VAT rate: 17%
VAT is an indirect consumption tax applied to:
e supply of goods and services;
e imports of goods;
e other transactions defined by VAT legislation.

Unlike direct taxes, VAT is not a cost borne by businesses as the final burden is transferred to the end consumer.
Registered taxpayers collect VAT from customers and may deduct input VAT paid on eligible purchases in
accordance with applicable regulations.

The Indirect Taxation Authority of Bosnia and Herzegovina is responsible for VAT administration, collection of
indirect taxes and coordination of fiscal policy related to indirect taxation.

- Corporate Income Tax (Profit Tax)

Corporate income tax is regulated separately in the Federation of Bosnia and Herzegovina, Republika Srpska and
Brcko District.

The corporate income tax rates are:

Jurisdiction Corporate Income Tax Rate
Federation of Bosnia and Herzegovina 10%

Republika Srpska 10%

Bréko District 10%

The taxable profit is generally determined as the difference between revenues and expenses recognised in
accordance with accounting regulations and tax legislation.
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Expenses must meet prescribed legal conditions in order to be recognised for tax purposes.

Foreign investors and foreign-owned companies are subject to the same corporate income tax rules as domestic
companies.

Profits transferred abroad are generally not subject to additional taxation in Bosnia and Herzegovina if the
applicable tax obligations have been fulfilled, taking into account international agreements on avoidance of double
taxation.

INCOME TAX LAW
Personal income tax is regulated at the entity level and in Bréko District.

Individuals are subject to taxation on income generated in accordance with applicable tax legislation, including
income from employment, independent activities and other taxable sources.

The personal income tax rates are:

Jurisdiction Personal Income Tax Rate
Federation of Bosnia and Herzegovina 10%
Republika Srpska 8%
Bréko District 10%

Employment income is generally taxed through payroll withholding, where the employer calculates and pays the
applicable tax obligations on behalf of the employee.

Tax residents are generally subject to taxation on income earned according to applicable residence rules, while non-
residents are taxed on income generated from sources within Bosnia and Herzegovina.

Foreign individuals working or generating income in Bosnia and Herzegovina may become subject to local tax
obligations depending on their residence status, duration of stay and source of income.

The application of double taxation treaties may provide relief from double taxation for foreign individuals and
investors.

- Social Security Contributions

Social security contributions represent an important component of employment-related obligations in Bosnia and
Herzegovina.

The contribution system is regulated at the entity level and includes obligations related to:

e pension and disability insurance;
e health insurance;

e unemployment insurance.
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Contribution rates and calculation methods differ between the Federation of Bosnia and Herzegovina, Republika
Srpska and Brcko District.

Recent reforms have focused on reducing labour costs, improving employment conditions and increasing
competitiveness of the business environment.

Detailed labour-related obligations are presented in the Labour chapter of this guide.

- Excise Duties
Excise duties are special indirect taxes imposed on selected products, including:

e petroleum products;
e tobacco products;

e alcoholic beverages;

e Dbeer;
e wine;
e coffee;

e certain other products.

Excise duties are generally paid by manufacturers and importers of excise goods.

The Indirect Taxation Authority of Bosnia and Herzegovina is responsible for the administration and collection of
excise duties.

- Property and Other Taxes
Property-related taxes and certain local taxes are regulated by the entities, cantons and local authorities.
Depending on the location and nature of the transaction, investors may encounter obligations related to:
e property ownership;
e transfer of property;
e local administrative fees and charges.

The application and rates of these taxes may vary depending on the relevant jurisdiction.

- Tax Compliance and Administration

Companies operating in Bosnia and Herzegovina are required to fulfil tax registration, reporting and payment
obligations.

Taxpayers have defined rights and obligations related to:

e taxregistration;
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e submission of tax returns;

e payment of tax liabilities;

e taxinspections;

e appeals and dispute resolution procedures.

The tax administration system is based on principles of legality, transparency and equal treatment of taxpayers.

CUSTOM LAW
- Customs System Overview

The customs system of Bosnia and Herzegovina is regulated at the state level and applies uniformly throughout the
entire territory of the country. The main institution responsible for the implementation of customs legislation,
customs procedures, collection of customs duties and administration of related indirect taxes is the Indirect
Taxation Authority of Bosnia and Herzegovina.

The customs framework of Bosnia and Herzegovina is based on international standards and principles aimed at
facilitating international trade, ensuring effective customs control and protecting the economic interests of the
country. The system provides a legal framework for companies engaged in import and export activities and applies
equally to domestic and foreign investors.

For foreign investors, customs regulations represent an important element of business planning, particularly for
companies involved in manufacturing, international supply chains, trade and distribution activities. Proper
understanding of customs classification, origin of goods and applicable procedures enables companies to optimise
costs and ensure efficient movement of goods across borders.

- Customs Duties and Tariffs

Goods imported into Bosnia and Herzegovina may be subject to customs duties depending on the type of goods,
their classification according to the Customs Tariff, country of origin and applicable international trade agreements.

The Customs Tariff of Bosnia and Herzegovina is harmonised with international classification standards and
determines the applicable customs rates for imported goods. In addition to customs duties, imported products may
also be subject to other applicable obligations, including Value Added Tax (VAT) and excise duties for specific
categories of products.

The amount of customs duties is determined based on the customs value of goods, their tariff classification and the
applicable legal provisions. Accurate classification of goods and appropriate documentation are therefore
important elements of efficient customs management.

- International Trade Agreements and Preferential Treatment
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Bosnia and Herzegovina has developed a network of trade agreements that provide investors with opportunities to
access regional and international markets under preferential conditions.

The Stabilisation and Association Agreement with the European Union represents an important framework for
economic cooperation and gradual integration of Bosnia and Herzegovina into the European market. In addition,
Bosnia and Herzegovina participates in the CEFTA 2006 Agreement, which facilitates trade among countries of
Southeast Europe.

Preferential customs treatment under international agreements is generally based on rules of origin, which
determine whether products qualify for reduced or eliminated customs duties. For investors operating
manufacturing facilities or regional supply chains, understanding origin requirements is particularly important in
order to benefit from available trade advantages.

- Import and Export Procedures

Companies conducting international trade activities must comply with customs registration requirements and
applicable customs procedures.

The customs process generally includes the submission of customs declarations, proper classification of goods
according to tariff codes, determination of customs value, verification of documentation related to the origin of
goods and settlement of applicable customs obligations.

Companies may perform customs procedures directly or engage authorised customs representatives to assist with
customs declarations and communication with customs authorities.

Efficient customs management and proper preparation of documentation contribute to reducing administrative
procedures and ensuring uninterrupted movement of goods.

- Customs Facilitation Measures

Bosnia and Herzegovina applies various customs procedures designed to support business operations and facilitate
international trade.

These procedures enable companies to manage their supply chains more efficiently and include mechanisms such
as customs warehousing, temporary importation, inward and outward processing procedures and transit
arrangements.

Such procedures may be particularly relevant for foreign investors engaged in manufacturing activities, processing
operations or regional distribution, as they can provide operational flexibility and reduce unnecessary customs
costs.

- Support for Investors

Foreign investors planning import or export activities are advised to consider professional support regarding
customs classification, customs valuation, origin documentation and available preferential treatment.
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The Indirect Taxation Authority of Bosnia and Herzegovina provides information and guidance related to customs
procedures and compliance requirements.

Proper customs planning enables investors to manage international trade activities more efficiently and take
advantage of Bosnia and Herzegovina’s regional trade position.

Bosnia and Herzegovina provides a structured customs framework that supports international trade activities and
enables companies to operate within a regulated and transparent customs environment.

Through its trade agreements, geographical position and access to regional markets, Bosnia and Herzegovina offers
opportunities for investors seeking to establish production, distribution or trade operations.

For foreign investors, compliance with customs regulations and effective management of customs procedures are
important factors for successful and competitive business operations.
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ACCOUNTING AND REPORTING

- Accounting Framework

Companies operating in Bosnia and Herzegovina are required to maintain accounting records and prepare financial
statements in accordance with applicable accounting and auditing legislation.

The accounting system is regulated at the level of the entities — the Federation of Bosnia and Herzegovina and
Republika Srpska — as well as Brcko District, while financial reporting requirements are harmonised with
international accounting principles.

Large companies, listed companies and entities of public interest are generally required to prepare financial
statements in accordance with International Financial Reporting Standards (IFRS), while smaller entities may apply
accounting standards applicable to small and medium-sized enterprises (IFRS for SMEs), in accordance with the
relevant legislation.

The classification of companies as micro, small, medium-sized or large entities is determined according to legally
prescribed criteria, which generally include:

e number of employees;
e value of assets;
e amount of annual revenue.

The classification of an entity determines accounting obligations, reporting requirements and possible audit
obligations.

- Financial Reporting Requirements

Companies in Bosnia and Herzegovina are required to prepare annual financial statements that provide a true and
fair presentation of their financial position and business performance.

Annual financial statements generally include:
e Statement of Financial Position (Balance Sheet);
e Income Statement;
e Cash Flow Statement;
e Statement of Changes in Equity;
e Notes to the Financial Statements.

Financial statements must be prepared in accordance with applicable accounting standards and submitted to
competent institutions responsible for financial reporting and public disclosure.

In the Federation of Bosnia and Herzegovina, financial statements are submitted to the Financial Information
Agency (FIA), while corresponding reporting obligations apply through relevant institutions in Republika Srpska and
Bréko District.
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- Audit Requirements

External audit requirements are regulated by the accounting and auditing legislation of the Federation of Bosnia
and Herzegovina, Republika Srpska and Brcéko District.

Annual external audits are generally required for:
e large companies;
e publicinterest entities;
e certain medium-sized companies meeting legally defined criteria;
e companies whose securities are listed or prepared for listing on an organised securities market;
e companies involved in certain restructuring processes, mergers or divisions where required by law.

Auditors in Bosnia and Herzegovina perform their activities in accordance with International Standards on Auditing
(ISA) and applicable professional standards.

The audit profession is organised through professional associations and regulated through entity-level authorities
responsible for licensing, supervision and implementation of accounting and auditing regulations.

- Accounting Records and Business Documentation

Companies are required to maintain accounting records that accurately reflect their business transactions, financial
position and results of operations.

Accounting records must be maintained in accordance with applicable regulations and retained for legally
prescribed periods.

Companies operating in Bosnia and Herzegovina commonly prepare their financial documentation in the local
languages and official currencies of Bosnia and Herzegovina, with the possibility of additional reporting
requirements for foreign-owned companies according to their group reporting policies.

- Reporting Obligations for Investors

Foreign investors establishing companies in Bosnia and Herzegovina are subject to the same accounting and
reporting obligations as domestic companies.

Depending on the size and nature of business activities, companies may have obligations related to:
e preparation and submission of annual financial statements;
e statutory audit;
e taxreporting;
e consolidated reporting for groups of companies.

Transparent and reliable financial reporting provides investors with a clear overview of business performance and
supports compliance with local regulations.
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Bosnia and Herzegovina applies an accounting and reporting framework aligned with international accounting
practices, particularly through the application of IFRS for relevant categories of entities.

For foreign investors, understanding accounting obligations, reporting requirements and audit rules is an important
element of establishing and managing business operations in Bosnia and Herzegovina.
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UHY IN BOSNIA AND HERZEGOVINA

- Local Expertise with International Standards

UHY Revident d.o.o. Mostar is a member of UHY International, a global network of independent accounting and
consulting firms. Combining extensive local market knowledge with internationally recognised professional
standards, UHY Revident provides comprehensive support to domestic and foreign investors operating in Bosnia
and Herzegovina.

The company was established in 2016 and obtained its audit licence from the Ministry of Finance of the Federation
of Bosnia and Herzegovina in 2018. Since 2019, UHY Revident has been a member of the UHY International network,
enabling access to international expertise, methodologies and cooperation with UHY professionals worldwide.

UHY Revident operates through offices and departments in Mostar, Grude, Sarajevo and Banja Luka, providing
services to clients throughout Bosnia and Herzegovina. The company’s registered share capital amounts to BAM
35,000 and the ownership structure consists of prof. dr. sc. BoZzo Vukoja, certified auditor, and Antonio Vukoja,
director.

The company is registered in the Register of Audit Companies maintained by the Audit Chamber of the Federation
of Bosnia and Herzegovina and applies internationally recognised professional standards in its work.

- Leadership and Professional Team

UHY Revident’s strength is based on an experienced professional team combining expertise in audit, accounting,
taxation, business consulting and financial analysis.

The company is led by:

Name Position Area of expertise
PhD BozZo . . . . .
Vukoi Managing Partner Audit, accounting, governance, professional education
ukoja
Antonio . Management, client relations, operations and business
] CEO / Director
Vukoja development
Matko Marketing & International Cooperation International cooperation, investor relations and
Knezevié¢ Manager business development

The professional team consists of auditors, certified accountants, internal auditors and forensic specialists with
experience in various industries. Team members possess university education and professional qualifications,
with the ability to provide services in Croatian, English and German.
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- Services

UHY Revident provides a comprehensive range of professional services supporting companies throughout their
business lifecycle, from establishment and growth to restructuring and investment activities.

The main service areas include:
1. Audit and Assurance

UHY Revident provides statutory audits, special purpose audits, group audit support and agreed-upon procedures
in accordance with applicable legislation and international professional standards.

2. Tax Advisory

The company provides tax consulting services related to corporate income tax, VAT, withholding tax, tax
compliance, tax structuring and optimisation of business operations within the applicable legal framework.

3. Accounting and Payroll Services

Services include accounting support, financial reporting, payroll administration and assistance with compliance
requirements.

4. Business Consulting and Corporate Finance

UHY Revident provides advisory support related to business restructuring, mergers and acquisitions, investment
projects, financial analysis and improvement of organisational and business processes.

5. Due Diligence and Valuation

The company performs financial, tax and business due diligence analyses, as well as valuation of tangible and
intangible assets and business valuation.

6. Forensic Accounting and Internal Audit

Specialised services include forensic analysis, internal control reviews, risk assessment and support in
strengthening corporate governance systems.

7. Transfer Pricing

UHY Revident provides transfer pricing documentation and advisory services related to transactions between
related parties.

- Industry Experience

UHY Revident has experience working with clients from a wide range of industries, including both private and
public sector organisations.

The company’s experience includes:
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Sector Examples of experience
Manufacturing Metal industry, plastics, food production, printing industry and construction materials

Energy and infrastructure Public utilities, energy companies and infrastructure-related organisations

Financial services Investment funds and financial institutions

Healthcare Hospitals and healthcare institutions

ICT and media Technology companies, media and communication services
Trade and services Commercial companies and service providers

The company’s client portfolio includes manufacturing companies, public enterprises, financial institutions,
educational institutions, healthcare organisations and non-profit entities.

- Supporting Investors in Bosnia and Herzegovina

For foreign investors entering the Bosnian and Herzegovinian market, UHY Revident provides local expertise
combined with international professional standards.

The company supports investors in areas such as:
e establishing business operations in Bosnia and Herzegovina;
e understanding local accounting and tax requirements;
e financial and tax due diligence;
e valuation of companies and assets;
e investment analysis and restructuring;

e ongoing accounting, reporting and compliance support.

By combining knowledge of the local business environment with the resources of the UHY International network,
UHY Revident helps investors make informed decisions and successfully develop their business activities in Bosnia

and Herzegovina.
Contact

UHY Revident d.o.o. Mostar
Biskupa Cule bb
88000 Mostar, Bosnia and Herzegovina

Telephone: +387 36 330 260
Website: www.uhy-ba.com
E-mail: info@uhy-ba.com
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http://www.uhy-ba.com/

7UHY

Connect to possibility

Let us help you achieve further business success

UHY Revident d.o.o. Mostar is an independent member of Urbach Hacker Young
International Limited ("UHY International"), a company incorporated in the
United Kingdom, and forms part of the UHY International network of legally
independent accounting and consulting firms.

Any engagement entered into with clients is with UHY Revident d.o.o0. Mostar,
and all services are provided exclusively by UHY Revident d.o.o. Mostar and not
by UHY International or any other member firm of the UHY International
network.

"UHY" is the brand name under which members of UHY International provide
their services. All rights to the UHY name and logo belong to UHY International.
The use of the UHY name and logo does not constitute any endorsement,
representation or implied or express warranty by UHY International.

UHY International accepts no liability for services provided by UHY Revident
d.o.o0. Mostar or any other member firm of the UHY International network.

Likewise, UHY Revident d.o.0. Mostar accepts no liability for services provided
by other member firms of UHY International.

© 2025 UHY International

www.uhy.com






