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Newsletter for January 2008
Stopanska Banka – Bitola has postponed the deadline for sale again

Stopanska Banka – Bitola has prolonged the period for sale again. This Bank has informed the Stock Exchange that for the contract for completion of the package-shares for sale for obtaining offer for buying out the majority package by the interested international banks, the deadline was extended to June the 30th of this year. The reason for this extension, as mentioned, is the continuation of the already begun activities. The Bank also informs that all the interested shareholders who would like to additionally join in the contract, could do that within the forthcoming period.  However, sources from the bank inform that a foreign investor which will buy the bank has been found, and that the package of shares for sale has already been completed. Allegedly, the two parties have signed a confidentiality letter, which is the reason why no details should be announced.

Cosmofon claims that its offer for the 3G-technology is the best

Cosmofon denounces the claims by T-Mobile that its offer for 3G-technology is non-transparent and with hidden expenses, and that at the same time it is three times more expensive.

The competent people of Cosmofon claim that such qualifications issued by their competitive that did not obtain the license for 3G are not true and they were not based on facts and by doing this, the general public has been deluded. “We complied to all of the conditions prescribed within the 3G-technology tender, we submitted the best offer in a explicit and transparent manner and by doing so, we did not condition it with any limitations and additional fees that were not allowed in the tender itself”, the Cosmofon authorities state.

T-Mobile asked the Agency for electronic communications (AEK) to review the decision by which Cosmofon obtained the approval for radio-frequency for providing 3G mobile telephony services. The top management of T-Mobile estimates that the AEK has chosen a bidder that had a non-transparent offer, and much higher prices.

The T-Mobile CEO, Mr. M. Lawrence, says that their offer for the 3G-technology services was completely transparent and that nothing has been hidden in the low prices, which as he says, are twice or three times cheaper than those of Cosmofon. 

The AEK rejected the T-Mobile’s offer and did not evaluate it, because beside the prices in numbers quoted in the offer, there should have been no textual explanation, which was contrary to the tender conditions. This textual explanation was the reason why AEK rejected the T-Mobile’s offer, regardless of the fact that their prices were more favorable.

In compliance with the tender conditions, Cosmofon has to pay the one time fee for the radio-frequency in the amount of 10,05 million euros until February the 10th, the latest. Although the AEK decision is final, Mr. Lawrence says it is very likely that T-Mobile will appeal the decision.  He also points out that there is no case in Europe when only one license for 3G-technology was issued. Macedonia is one of the rare countries which issued the approval for only one radio-frequency.

EVN – ESM will soon be replacing 700 thousand electricity meters by digital ones

The investment costs a couple of million euros, the procedure will have few phases and it will commence with the replacement of 100.000 electricity meters.

Hundreds of thousands of households during the course of this year will have their old electricity meters replaced by new, digital ones, according to the European standards. They will not be paying anything for this, the whole cost will be covered by the EVN – ESM. The company clarifies that total of 600.000 meters will be replaced by new ones. The company have already secured the new meters and is only waiting for the implementation of the amendments in the Law on Energy, according to which the EVN – ESM  gets the legal obligation to replace the meters and to be their owner, which means to have the overall control, maintenance and responsibility for their proper functioning. The company cannot precisely state how much the project itself would cost, but the amount would probably be around a couple of million euros., which means this operation comprises a great percent of the total planned investments for the current year, estimated at 33,3 million euros.

The foreign banks do not want to open branch offices in the country

In seven months, not a single foreign bank has opened a branch office in the country, nor has shown interest to open a branch office. This means that the legal possibility that the state had given to the foreign banks in order to attract renowned foreign banking brands to invest in the country, had not resulted with the expected outcome. More precisely, this possibility had been given to the foreign banks with the new Law on Banks, which came into effect in the middle of last year.

The information that no branch office of a foreign bank has been opened, was confirmed by the National Bank of RM. “We have received no specific application for an opening of such a branch office”, the officials from NBRM stated.

The new Law on Banks, by which practically a visa was given  to the foreign banks to open branch offices in Macedonia, came into force in July of last year. Its main goal was to attract the foreign bank brands to come into the country, taking into consideration the fact that they were previously rather not interested for the country. Some of the banks expected were such brands as Raifaizen, Bank of Austria Creditanschtalt, Hypo and still other renowned banks.

The Law determines the conditions that have to be fulfilled by the foreign bank in order to open a branch office. A license is issued by the Governor of the National Bank of RM, on the basis of the prior research performed in order that the good standing of the bank is proved. The Governor also has the right to deny giving his consent.

The most debated point was to determine the amount that the banks would have to invest and deposit in the country. This is of great importance regarding the fact that they are allowed to collect deposits and savings from domestic citizens and companies, which has to be “covered” by an appropriate amount as a guarantee. The new Law on Banks prescribed that this sum is an amount close to 2 million euros (120 million Denars) and these assets are paid by the foreign bank on a special account at the NBRM.

For comparison purposes, to establish a bank in Macedonia, the Law prescribes that capital of at least 5 million euros is necessary.  This is the capital that all the banks in the country are obliged to have in order to keep their license issued by the Governor. For a complete license for banking operations, this census is even higher for the domestic banks – 9 million euros. This was the point of conflict – why should the foreign banks through their branch offices, with an initial investment of 2 million euros, be allowed to perform the same activity as the domestic banks (foreign banks that established a bank in the country, or have purchased some of the domestic banks, included) for the required capital of 9 million euros.

Mr. H. Kostov, the First General Manager of Komercijalna Bank stated: “I would not like to comment that such Government initiative is not considered as a good one. With all due risk I will say that it is not the right solution according to which the foreign banks will be allowed to open their branch offices in the country with such a low initial capital. If a bank, let’s say the City Bank for example, has the problem to secure 9 million euros to invest in Macedonia and thus to have a complete banking license, then we do not need such a bank, in the first place”, Mr. Kostov commented. 

The British investors do not invest due to the bad Laws
So far in Macedonia there are only 5 British companies, whereas 7 have announced their investments in the country in the nearest future.

Macedonia does not have laws that would enable a stronger penetration and presence of foreign investors, the members of the British business-group in the country, accused. In their meetings and contacts with the Minister for foreign investments, Mr.G.Taskovic they tried to point out to the weaknesses of the Macedonian legislation as well as the other factors that affect the business-climate in a not so favorable way. The absence of lawful legislation disables the entrance of a few investment funds in the country, because there are no legal rules which would support it.
Besides this, Macedonia has not regulated the right to ownership yet. This is a problem at the hands of the Ministry for Transport and communications. All of these make the Macedonian tax system unattractive, says Mr. Red Power, the President of the British business association in the country. According to him, Macedonia does not have an educational system which would enable the investors to come into the country with their families and school their children here. The British investors pointed out once again that the court reforms should be sped up, as one of the basic conditions for increased investments.

Presentation of investment possibilities
Presentation of possibilities for investment in the country and the current progress in the conditions for development of the foreign investments were the main activities of the Business –forum, organized by the Ministry of Economy. 

“The Government has done everything during the least year and a half in order to facilitate the road for a more successful arrival of investments in the country, to remove all the business barriers, and to enable an fruitful business climate for the businessmen that would find their interest in the Macedonian investment potentials, Mrs.Vera Rafajlovska, the Minister for Economy stated.

Mr. Oktapodas is leaving, Mr. Petros Lefkovitz to become the first man in Cosmofon
Mr. Stefanos Oktapodas is leaving Cosmofon. His place will be taken by Mr. Petros Lefkovitz, who will be the new chief executive manager of Cosmofon.
Mr. Oktapodas, who has so far been the first man both Cosmofon and the Albanian AMC, will become the chief executive manager only of the mobile operator in Albania, but will keep his position as a member of the Board of Directors in Cosmofon.

Mr. Lefkovitz has so far been performing managerial functions in many Greek companies for mobile telephony. He is coming from Cosmofon, from the position chief executive manager of Samsung Electronics in Greece, a position to which he had been appointed in August of 2002. He started his career in the Coca-Cola group, later held the position of a manager for products in Reckit and Coleman, and had been manager of the Department for mobile operations in Germanos. He graduated business administration and marketing at The University of Lankashire, Great Britain, completed his MA in business administration at Bradford University. He is 48 years old, married, with three children.

Komercijalno – Investiciona Bank undertaken  by  the Icelanders
The Nordic financial group Milestone having its headquarters in Iceland purchased 75,9 percent of the Bank’s shares. By doing this, the Milestone of Iceland took control over the majority package of KIB which comprises of 97.674 shares of the bank. The Icelandic group expects a good return of the investment and building of their strong presence in the Macedonian banking sector and their further future development of the infrastructure in the country. The executive manager, Mr. G. Ovason stated that according to him, in the Macedonian banking sector there are good possibilities for investment activities and stressed out that they are convinced in the importance of the knowledge of the local experts and their experiences in the performance of the business.

Milestone already has a strong presence in the country through its investments in the pharmaceutical and wine industry as well as the banking sector, and is continuing actively to research the possibilities for investment in other industries as well. “WE believe that KIB will provide the platform for growth and profitability of Milestone in Macedonia. Milestone confirms its conviction in the favorable investment climate in the country’s banking sector and the knowledge of the local experts. Because of these, the good and the creative relationship with all the regulatory and governmental entities will be of a vital importance for the success of this transaction and the continuous expansion of KIB’s operations”, Mr. Ovason stressed.

The KIB’s new owner, at the recent Assembly of the Shareholders, announced that the company donates 100.000 euros for humanitarian purposes in Macedonia. The amount will be distributed to three different groups of users: “Polio plus”, the NGO which promotes and protects the rights of people with special needs received 30.000 euros, the same amount went to the Museum of Macedonia for its extremely important work in the continuation of the research, protection and the presentation of the historical and cultural inheritance of Macedonia. The remaining 40.000 euros will be used to sponsor Macedonian students who will show interest to study in the domain of financial-banking operations at the universities in Iceland.
The Stock exchange is calm, the investors in expectance  

The figures speak that within the first three days of the year, on the Macedonian market of capital, an overall trading of 98,8 million denars was realized. There was neither a decrease nor an increase in the prices of the shares. Little quantities of shares were traded. According to Mr. K.Mitrevski, manager of Invest Broker, it is expected that the market will liven up somewhere in the second half of January, when the investors, both domestic and foreign, will have to line up and start to invest. The reason for the momentary stagnation in the beginning of the new fiscal year, according to him, is the period of the year when the annual reports are being prepared as well as the revisions of the funds, which are the greatest investors of our Stock Exchange.
LUKoil has “shaken up” the energy market in Macedonia

Last year, our company has paid taxes in the amount of approx. 30 million dollars, says the manager of LUKoil Macedonia. No matter the existing problems which all of the investors encounter in the country, domestic or foreign, our company is developing and will pragmatically continue to develop its network.

According to our point of view, besides the paid taxes, the brand LUKoil is producing results in the energy market in Macedonia:  first, after the arrival of LUKoil at the energy market, the OKTA Refinery started its activities in the franchising. Later, around 30 gas stations were re-branded under the name of OKTA.  The company Makpetrol as well started to redecorate its old and to build new, more modern gas stations. Thirdly, precisely due to the active cooperation with LUKoil, the Government determined the national standards Euro 4 and Euro 5, appropriate to the European. Finally, the citizens and the business community have gained access to the high quality fuels which was not present on the local market before. We hope that in the near future the energy market in Macedonia will be fully liberalized, because only the healthy competition will contribute for the development of the market economy and the access to high quality fuels and services.

The general public wants to see foreign brands and a variety of companies and prices on the roads of the country, better services, kindlier employees who will not only fill in your vehicles with gas but offer coffee to you as well, who will wish you a save journey, etc. 

 Mr. A. Mihajlovich Kuku, the general manager of LUKoil Macedonia says that there is no reason for disappointment; the given promises for construction of 40 – 50 new gas stations will still be built.

The discount for OKTA paid with postponement of the eco-standards

On behalf of the reduced payment of the penalties towards OKTA Refinery, the implementation of the new rulebook for the quality of the oil derivatives is postponed for a year and a half. This is one of the elements of the “gentlemen” agreement between the Government and the Skopje Refinery, i.e. its Greek owners after the verdict of the International Arbitration in Paris, according to which Macedonia has to pay damages in the amount of 94 million dollars. Instead of this, 40 million were paid, money which according to the explanation of the competent institutions, will not burden the budget for 2008. The Government informed that the Greek owners agreed to give up the interest in the amount of 16 million dollars and 25 million dollars of new claims on the basis of the contract for sale-purchase of 2004 until today.

With this, the dispute which has been  dragging for seven years, was finally resolved, and by doing it, the country confirmed its determination in obeying its own obligations arising from the contracts with the foreign investors in the light of the agreed upon issues, Mr.I. Bocevski,  the Government spokesman stated.

The spokesman clarified that with the agreement the necessary written consent of OKTA has been secured, regarding the specifications for the quality of the oil derivatives in Macedonia, an obligation which arises from the contract of 1999 in acceptable time periods. 

Milestone has definitely become the new owner of KIB - Kumanovo

Milestone of Iceland is definitely the new owner of Komercijalno-Investiciona Bank from Kumanovo.

This means that one more Macedonian bank has gained a foreign owner during the course of 2007, besides the previous banking foreign brands such as the French Societe General which bought Ohridska Bank, and Alfa Alliance Holding of Bulgaria which bought the International Private Bank – further to be renamed Capital Bank. In the following period, very soon, it is expected that the transactions for sale of Sileks and Pestenska Bank to be realized, both going to the hands of the Bulgarian Central Cooperative Bank. The NBRM has already given the necessary consent for the sale of the shares of these 2 banks. This will significantly increase the percentage of the foreign capital in the banking system of the country. It is estimated that it will amount to approx. 70 %, as compared to the 58 % in mid 2007.
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