Annex 1.2 – Articles of association of the bank



Introduction to articles of association contains:

Pursuant to Article 19 of the Law on Banks (RS Official Gazette, Nos 107/2005, 91/2010 and 14/2015), after being granted preliminary bank founding permit by the Decision of the National Bank of Serbia No ________ of _________, in the Founding Assembly meeting held on __________ the founders adopted the following
ARTICLES OF ASSOCIATION OF (bank’s business name)
The bank’s articles of association contain:
1) Organization and manner of operation of the bank 
This section should define the bank’s internal organisation, including: organisational forms to be established by the bank for the purpose of client operations (branches, branch offices, independent teller stations) and organisational forms of the bank making up its internal structure (services, divisions, sectors, directorates, etc.). These organisational parts are defined in detail by documents on the bank’s internal organisation adopted by the managing board (which is, as a rule, noted in articles of association). It is also possible to specify that the executive board will decide on setting up an individual organisational form in accordance with the managing board’s regulation on internal organisation.

The internal act on job classification in the bank is adopted on the basis of the managing board’s act on internal organisation, and its adoption may be within the remit of either the managing or executive board.
2) Bodies of the bank and their scope of competence
In addition to mandatory bodies – assembly, managing board, executive board and other mandatory committees from Article 79, paragraph 1 of the Law on Banks (audit committee, credit committee and assets and liabilities management committee), the bank may also set up other committees pursuant to Article 79, paragraph 2 of the Law on Banks. All bodies and/or committees of the bank need to be specified and the following matters defined: 

1. matters decided by the bank’s assembly
The scope of competence of the bank’s assembly is prescribed by Article 66 of the Law on Banks and may be extended under articles of association in accordance with the above legal provision. Customarily, other matters are also defined here which relate to the manner and deadline for convening assembly meetings, submission of materials for meetings, quorum, majority needed to make relevant decisions and the similar (these matters are defined by the provisions of Articles 328 to 381 of the Law on Companies).
2. matters decided by other bodies of the bank, their composition and decision-making procedures as well as the term of office of members of such bodies
The articles of association may extend the scope of competence of the managing and executive boards to include matters other than those coming under the managing board’s scope of competence within the meaning of Article 73 of the Law on Banks and/or coming under the scope of competence of the executive board within the meaning of Article 76 of the Law on Banks. Also, it is necessary to define:

- number of members of these bodies;

- duration of their term of office (permanent or temporary);

- manner of appointment and dismissal of members (with regard to resignation of members, it must be specified that the term of office ceases as at the date of issue of the competent body’s decision on resignation acceptance, as well as that, where such resignation would affect the composition of a given body, the term of office of a resigning member may not cease before the issue of a decision on appointment of a new member who received prior consent of the National Bank of Serbia to his/her appointment); 
- quorum, manner of voting and the required majority for making decisions coming under the remit of these bodies.

These issues are regulated in the same manner for other committees of the bank dealt with in Article 79 of the Law on Banks.
3) measures and responsibilities of the bank’s bodies aimed at providing liquidity and solvency of the bank
It is necessary to specify which body of the bank is responsible for maintaining liquidity, stipulate such body’s responsibility to adopt and implement the liquidity management policy in accordance with Article 30 of the Law on Banks and define measures for implementing such policies. Usually, the following measures are specified: 
1. increase in deposits;
2. using liquidity loans of the National Bank of Serbia and other banks;
3. sale of short-term securities; 

4. suspension of securities discounting;
5. improved efficiency of collection of due receivables;
6. securing funds from other sources, etc.
4) rights, obligations and responsibilities of members of the managing and executive boards, and other persons with special authorities and responsibilities established by the bank’s articles of association
This section should define which persons (specify the name and position of the person) in the bank have special authorisations in accordance with the organisational forms of the bank, and specify rights, obligations and responsibilities of the managing bodies and persons with special authorities in the bank.

5) The authority for signing and acting on behalf of the bank
Within the meaning of Article 75, paragraphs 2 and 3 of the Law on Banks, the president of the executive board represents and acts on behalf of the bank, while at the time of concluding legal transactions and performing other legal activities coming under the remit of the bank’s executive board, he/she is required to ensure that such documents are signed by one executive board member. Depending on the scope of competence of bodies as defined by articles of association and circumstances relating to each specific bank, this chapter considers these matters in further detail (manner of representation, representation restrictions, manner of transferring authorisations to employees and other persons, etc.) and regulates authorisations of other bodies of the bank.

6) manner of performing internal control and internal audit of the bank
This chapter defines the system of internal controls which, within the meaning of Article 82 of the Law on Banks, comprises the following three functions: 

- risk management function (see Articles 28 to 36 of the Law on Banks);

- compliance function (see Articles 83 and 84 of the Law on Banks);

- internal audit function (see Articles 85 and 86 of the Law on Banks).

7) data and documents considered a business secret of the bank and the manner of dealing with such data and documents 
In addition to bank secret (see Article 46 of the Law on Banks), this section can extend the concept of the bank’s business secret and documents to which the above regime applies (see Articles 72 to 74 of the Law on Companies).

8) other elements and/or data.
_________________________

                                                                        Chairperson of the Founding Assembly
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