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REORGANI ZATI ON | NSTEAD OF PRI VATI ZATI ON

Tai p Jakupi, the Director of the "Macedoni an Post"
announced that the conpany will be transfornmed into a
joint stock enterprise in public ownership. He added
that there is no intention to privatize Macedoni an Post,
but to create conditions for its successful performance.
"It is a fact that there is over-enploynent in Macedoni an
Post, but we do not intend to |ay-off enployees", Jakup
sai d, announcing that the over-enploynent problemw || be
solved with the extension of postal services and
engagenent of all enpl oyed.

The key to Macedoni an Post's success is not the Canadi an
Post, but the quality of services it offers”, Jakup
explained. He informed that the present policy of the
conpany continuously reduces the | osses produced by the
enterprise previously. However, he did not give any
information regarding the present financial condition of
the enterprise, promsing to do that by the end of
February.

BANK OF AUSTRI A NOT | NTERESTED | N MACEDONI AN KOVERCI JALNA
BANKA

Koner ci j al na Banka Skopj e has denied the information
recently provided by Macedonian daily Dnevnik, that it
was in talks with the Bank of Austria for the sale of a
49 percent of the shares. Konercijalna Banka al so
confirmed that four years ago its nmanagenent board
approved a long-termstrategy for a sale of controlling
package to a foreign investor provided it was one of 20
| ar gest banks in Europe. The bank posted a gross profit
of 172.9 million denars (US$ 3.5 mllion) for 2002. |Its
2002 net profit rose by 60.3 percent year-on-year to
161.2 million denars (US$ 3.3 million). Konercijalna
Banka was awarded by UK s The Banker magazi ne the best
bank in the country in 2000 and 2001.

1.2 PERCENT | NFLATION I N 2003
The costs of living in the past year, an indicator of

inflation in the past few years, have risen by 1.2
percent in conparison to the previous year. The retai



prices, instead, underwent a 2.4 percent growth, the
Macedoni an Statistical Ofice inforned recently. In
2003, deflation was recorded in three nonths, i.e. in
February, June and July, when the agricultural and food
products are traditionally | ess expensive.

The increase of costs of living in the past year is due
to the 4.4 percent increase of heating and electricity
expenses. The transport services grew by 4.2 percent,
the water supply and services underwent 1.4 percent
growm h, while the hygi ene and heal th expenses increased
by 4.8 percent. |In conparison to previous years, the
inflation was at a relatively low | evel and thus wel coned
by the exporting enterprises and the nmacroeconom c
stability, but discouraging for the inporters.

NBM BOARD REVOKES LI CENCE OF EXPORT-| MPORT BANKA

The National Bank of Macedonia s (NBM Council revoked
the operational |icense of Export-Inport Banka. The NBM
Governor is likely to decide on opening a |iquidation
procedure for the bank, as well as appointing a receiver.
This measure follows one year of attenpts to rehabilitate
Export-Inport Banka, owned by a controversial | ocal

busi nessman, Metodi Sm | enski. The bank was pl aced under
a provisional adm nistration at the start of 2002. The
outstanding liabilities of Export-Inport Banka allegedly
reached 30-35 million euros. According to |ocal nedia,
anot her reason for the decision to liquidate the bank is
the lack of interested investors to take over.

The Central bank’s board now expects that all clains
toward the insolvent Export-Inport Bank woul d be honored,
including NBM s clains for previous guarantees worth a
total of US$ 21 million on | oans extended by foreign
financial institutions to the bank. The |ist of
creditors also includes the Deposit Insurance Fund, the
State Commodities Bureau and the Mnistry of transport
and conmuni cati ons.

BELGA UM RATI FI ES EU- MACEDONI A STABI LI ZATI ON AND
ASSCCl ATI ON AGREEMENT

The Bel gian Mnistry of Foreign Affairs announced it had
conpl eted the procedure for ratification of the
Stabilization and Associ ati on Agreement (SAA), signed

bet ween t he European Uni on and Macedoni a. Accordingly,
Macedonia is the first country of the SA process, whose
agreenment has been ratified by all EU nenbers. Macedonia
was also the first country that signed the agreenent with
t he EU.



By closing the ratification process, conditions had been
met for official enforcing of the docunent, which wll

al so send an inportant nessage to potential European

i nvestors, the Macedonian Mnistry of Foreign Affairs
said in a press release. By acquiring the status of an
associ ati ve nmenber, Macedonia's relations with the EU are
entering a new phase, which nmeans nore intensified
political dialogue and establishnent of new institutions
for monitoring the devel opnent of overall relations, the
press rel ease reads.

OVERALL DEBT OF PUBLI C HEALTH | NSTI TUTI ONS REACHES 52
M LLI ON EURCS

The debt of public health institutions reached 3.3
billion denars (52 mllion euros), announced the Head of
t he Heal th Fund, N kola Panovski, quoted by Dnevni k. He
war ned that the accounts of sone institutions have been
bl ocked due to arrears toward suppliers, while healthcare
uni ons have already staged protests for unpaid holiday
bonuses, totaling 2.5 mllion for about 30,000 enpl oyees.

SEVERAL FOREI GN COMPANI ES SAI D TO SHOW | NTEREST | N TENDER
FOR SASA M NES

Several foreign conpanies are said to mani fest interest
in the tender for sale of the property of Sasa m nes,
according to the receiver of the |lead and zinc m ning
enterprise Vlasto Stoinmenovski. No initial bidding
price, investnment conmtnents or obligations to maintain
enpl oynment are required, due to the fact that several

t ender procedures for the mnes have already failed. He
specified that two foreign firns have al ready bought
tender docunentation, while five nore are expected to
foll ow.

St oi nrenovski unveiled that representatives of three of
the potential bidders have been to Sasa to conduct a due
diligence. According to the official, the increased
interest in the Macedoni an conpany coul d be expl ai ned
with the recent hike of |ead and zinc on the world
markets. He rem nded that the bidding deadline expire on
February 20, 2004.

GREAT | NTEREST FOR FI RST EM SSI ON OF TREASURY BI LLS

The first auction of short-termtreasury bills organi zed
by the Mnistry of Finance ended on January 20 with the
sale of the entire 100 mllion denars offered. The
average interest rate was 7.53 percent, ranging from®6 to



8 percent during the auction. The Mnister of Finance
Ni kol a Popovski infornmed that the average interest rate
mat ches the expectation, although he believes it wll
decrease in future auctions.

According to the auction rules, only banks participated
at the auction. The Mnister informed that sone of them
traded individually, while other through internediaries,
but refused to decl are which banks becane owners of the
treasury bills. Popovski infornmed that the secondary
mar ket for the short-termtreasury bills mght start as
early as January 21, whereby the banks can offer the
bills acquired through the Macedoni an St ock Exchange and
t he Money Mar ket .

BRANKO S LAW MOST EFFI Cl ENT BEFORE ABOLI TI ON

The M nistry of Labor and Social Policy sumed up the
results fromthe inplenentation of the Law for
enhancenment of enploynment, commonly known as Branko's
Law, passed in April 2003 and inplenented until Decenber
31. The total nunber of new enploynents realized in the
private sector in the above nentioned period is 14, 840,
provi ded by 5,486 enpl oyers.

According to the law, the persons are guaranteed a
wor ki ng place for a mninumof 48 nonths. The State vows
to subsidi ze each enployer with 1,800 denars per worKking
pl ace nmonthly, an amount smaller than the average soci al
aid allocated by the State.

The nunber of new enpl oynents surprised even the
Government, because the enpl oyers sustained from

enpl oyi ng new i ndi vidual s, naking the Governnment's
predictions for 17-20 thousand new working places quite
unreal. Nanely, until m d-Decenber 2003, only 9, 200 new
enpl oynments were provided. However, the nunber of

enpl oynments, surprisingly rose considerably in the | ast
two weeks of the enforcenent of the Law.

NEGOTI NO POANER PLANT ALLEGEDLY ATTRACTS H GH | NVESTOR
| NTEREST

Negotino thermal power plant (TPP) seens to attract a | ot
of investor interest lately, despite the relatively
expensi ve bl ack oil-based electricity production of the
plant. Recently it has becone known that G eece is
interested to buy electricity from Negotino during the

A ynpics this summer. According to this scenario, the

G eek-owned Okta oil refinery could sign a | easing



contract for the plant and supply it with black oil,
exporting electricity produced at Negotino to G eece.

Furthernore, during the visit of PM Branko Crvenkovski to
Paris in January, French representatives have expressed
interest on behalf of the two Macedoni an industries, Fen
ni ckel producer and Sil mak chrone producer (owned by the
French SCMM for a concession or |easing contract for
Negotino. The interest of Feni and Silmak in the TPP
could be explained with its willingness to ensure a
secure and stable supply of electricity.

Feni and Silnmak are the two biggest industrial consumers
of power in the country and in order to nmeet their
demand, the national power utility ESMis inporting
electricity. As a result of the operation, ESM suffers
consi derabl e | osses, given that inport prices are higher
t han what can be consi dered acceptabl e by the | ocal

mar ket .

The contract between ESM and Feni is expected to expire
in April 2004, and it is expected that ESM woul d i nsi st
on higher prices of electricity during the negotiations
on a new agreenment. It is worth noting that the French
Al stom has expressed readiness to provide 0.4 mllion
euros and el aborate the feasibility study for a project,
whi ch woul d provi de Negotino with an opportunity to
switch fromblack oil to coal

For the time being, both the econony mnistry and ESM
have kept silent on the issue. Meanwhile, the plant has
not been operational for nore than a year, as the costs
of production are very high and ESM prefers to inport
power, keeping Negotino as a reserve capacity.

JAPANESE ASSI STANCE FOR | MPROVEMENT OF WATER SUPPLY | N
SKOPJE SURROUNDI NG

Macedoni an Foreign Mnister Ilinka Mtreva and Japanese
Anbassador to Macedoni a Hiroshi Hashi noto signed on
January 26 notes for allocation of Japanese assi stance
for realization of water supply project in Skopje
surrounding, worth Yen 53 mllion. As announced by

M nister Mtreva, the funds are intended for inprovenent
of the drinking water quality in the Skopje surroundi ng.
She enphasi zed that the Japanese assi stance is consisted
of soft credits and grants, adding that one of the

| argest soft credit is the one for hydro-system

Zl etovica. "The realization of this project in the
eastern art of Macedonia will allow access of over



100, 000 people to water supply, which al so neans
assi stance for agriculture", she added.

The Japanese del egation al so i ncludes tourism experts,
who reviewed the possibilities that Macedonia could offer
for Japanese tourists, especially in light of the
upcom ng Athens A ynpic Ganes. Anbassador Hashi noto
expressed his satisfaction with the signing stating that
"we want to strengthen our cooperation, so that the
peopl e i n Macedoni a and Japan can understand what we are
trying to achieve in the area of econony".

SW TZERLAND DONATES 12 M LLI ON FRANCS FOR ELECTRICI TY
NETWORK | N MACEDONI A

The Swi ss Government donated 12.1 million Swi ss Francs
(7.8 mllion euros) to Macedoni a, intended for

i mprovenent of efficiency of the electricity network in
the country. Mnister of Econony Stevco Jaki novski and
Swi ss Anbassador to Macedoni a Stephan Nel en signed the
agreenent on January 27. The funds will be used in the
foll owi ng 24 nonths, which according to M nister

Jaki novski, will contribute to the inprovenent of the
stability and quality of the electric-energetic system

"This project is intended for solving the environnent
probl em increasing the capacity of the Macedoni an Power
Conmpany of saving energy, as well as enabling the
assistance in increasing the Conpany's val ue before its
upcom ng privatisation", Anrbassador Nelen stated. The
Macedoni an Power Conmpany ESMwi || take part in the entire
project with 1.3 mllion Francs.

The realization of the activities will contribute in the
decrease of the technical and conmercial |osses in the
distribution electric-energetic network. It would also
hel p decrease the harnful influences of permanent organic
pol luters on environnment, enhance the technol ogy for
treatment of permanent organic polluters, as well as

rai se the consci ousness anong users on the possibilities
and needs for efficient use of electricity.

STATE ALLEGEDLY PLANS SELLI NG UP TO 49 PERCENT I N MBDP

The state considers selling up to 49 percent in the
Macedoni an Bank for Devel opment Pronotion (MBDP),
according to the daily Urinski Vesnik, citing governnent
sources. The privatization procedure will nost |ikely be
conducted via capital increase. According to the
newspaper, the state plans to retain a majority stake in
t he bank, which is a nmajor player as regards to credit



activities for SME and export-oriented businesses.
Furthernore, it is not excluded that some restriction is
i ntroduced for foreign buyers that could acquire up to 30
percent in MBDP, while the remai nder would be offered to
donmestic financial institutions.

The decision on partial privatization of the bank’s
capital would be taken at the reconmmendati on of the | M.
As its inplenmentation would require changes in the |aw on
MBDP, the privatization process is expected to begin in
June 2004 at the earliest, commented Utrinski Vesnik.
MBDP was established several years ago as a 100 percent
state-owned institution with 15 mllion euros capital.



