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Highlights

1,387,744

381,041

253,248

134,659

582,010

41.9%

274

Operating Revenues

Operating Income

Pre-tax Income

Net Income

EBITDA

EBITDA Margin

EPS (Drs)

1,225,430

291,311

359,648

214,280

463,035

37.8%

430

13.2

30.8

-29.6

-37.2

25.7

4.1PP

-36.3

Drs millions exc e pt per share data 2 0 0 1 2 0 0 0 % Change

HIGHLIGHTS OF OPERATING RESULTS FOR THE YEARS ENDED DECEMBER 
31, 2001 AND 2000 IN AC C O R DANCE WITH U.S. GAAP

% SALES % SALES

100%

74.1%

25.9%

0.4%

1.4%

2.0%

-0.2%

22.7%

-4.0%

18.7%

11.2%

TURNOVER

COST OF SERVICES

GROSS PROFIT

OTHER OPERATING REVENUES

ADMINISTRATIVE & DISTRIBUTION COSTS

FINANCIAL AND CREDIT COSTS

REVENUES/(EXPENCES) FROM INVESTMENTS

AND MARKETABLE SECURITIES

OPERATING RESULTS

E X T R AO R D I N A RY REVENUES/(EXPENSES)

PRE-TAX PROFITS

NET PROFITS AFTER TAX

1,094,870

830,579

264,291

4,658

16,140

14,889

68,553

306,473

-29,714

276,759

212,311

100%

75.9%

24.1%

0.4%

1.5%

1.4%

6.3%

28.0%

-2.7%

25.3%

19.4%

+/- %

7.2

4.7

15.3

0.7

6.0

58.7

-102.9

-13.0

59.8

-20.8

-38.2

2001        2000

OTE S.A. - RESULTS OF FINANCIAL YEARS 2000-2001 (*)

* According to the Greek GAAP (Law 2190/20).

1,174,147

869,481

304,666

4,691

17,100

23,623

-2,020

266,614

-47,473

219,141

131,237
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%

%

%

%

%

%

LOANS /OWN CAPITAL + LOANS

LOANS / OWN CAPITAL

LIQUIDITY

RETURN ON OWN CAPITAL (PRE-TAX)

RETURN ON OWN CAPITAL (AFTER-TAX)

EBITDA MARGIN

35.6

55.2

155.0

18.7

11.2

41.0

34.5

52.7 

223.8

24.3

18.7

40.7

2001 2000

INDICATORS OF PERFORMANCE - FINANCIAL YEARS 2000-2001 (*)

453,648,779

504,054,199

501,065,189

491,259,299

490,607,879

220

200

220

240

240

1997

1998

1999

2000

2001

22.2%

-9.1%

10.0%

9.1%

0%

99,802,731,380

100,810,839,800

110,234,341,580

117,902,231,760

117,774,582,960

SHARES DIV./SHARE TOTA L D I V I D E N D%YEAR

OTE S.A. - TABLE OF DIVIDENDS - FINANCIAL YEARS 1997-2001 (*)

* According to the Greek GAAP (Law 2190/20).
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Dear Shareholders,

Shortly after I took up office as Chairman of the Board of Directors

and Managing Director of OTE Group of Companies, about three

months ago, I had the opportunity to inform, investors and analysts

on the progress of the Group during a session of roadshows.

It was with great pleasure that I discovered their positive response

and the confidence they place in our Company. I feel that this

positive attitude is due to the Company’s dynamic presence, in the

highly co m p et i t i ve local, European and, in part i c u l a r, Ba l ka n

telecommunications market.

Last year was dynamic and creative and I can assure you that OTE

and all the Company’s subsidiaries were very successful. A great

testimony to this, based on the performance of its share in 2001, is

that OTE was ra ted third among all other Euro p e a n

telecommunication companies, despite adverse conditions in the

telecommunication markets.

The Company’s strong performance in 2001 was

based on:

• The strong financial performance coming from the

high margin of Earnings Befo re Inte re st, Ta xe s ,

Depreciation & Amortization (EBITDA) that reached

42%, return on invested capital (ROCE) that reached

19%, and the low liquidity ratio (loans/loans + own

capital) that remained at 36.2% according to the

Greek GAAP (Law 2190/1920). According to U.S.

GAAP, EBITDA margin reached 41.9% and liquidity

ratio remained at 41.0%.

As a result, OTE enjoys the highest credit rating

among the European telecommunication companies.

• The dominant position in the Greek fixed telephony

market, which OTE retains after 15 months of full

co m p etition and the dominant position in the

Internet services market, held by OTEnet.

• The performance of Cosmote, now the largest

mobile telecommunications company, which despite

its late entry in the market as the third mobile

operator, attracted in 2001 the largest customer

base attaining high profitability.

• The Company’s dominant position in South-Eastern

Europe, a telecommunication market of 60 million

customers providing significant prospects for the

development of its customer base.

Message from the Chairman



Dear shareholders,

For the year ahead, our strategy will focus on

achieving even greater value for our shareholders.

We have established our position as the dominant

company in Greece. However, we should not rest on

our achievements. Our aim is to further reinforce the

G roup’s leading position, by offering adva n c e d

products and services that meet our customers’

needs and demands and improve our

competitiveness. 

We also aim to reinforce our position in the wider

South-Eastern European region, by focusing on our

current international investments and aggressively

seeking to improve the profitability of the existing

assets and further exploit intra-group synergies.

F u rt h e r m o re, we will re o rganize our Company,

empowering the Corporate Governance Committee

and allocate more responsibilities and authorities to

various management levels.

Dear Shareholders,

I would like to assure you that together with the new

members on the Board of Directors, we are a team

that is determined to exploit every signifi c a n t

d evelopment opportunity and ensure the

strengthening of our profitability resources.

OTE’s management and myself, wish to express our

thanks to all Members of the Board that have

departed the Company for their contribution.

And last, but not least, I would like to refer to our

personnel. I believe that our personnel’s skills are

very important to our future efficiency and

development. Our highly specialized and experienced

personnel has always been key to our Company and

we will continue to depend on it as we move

forward.

We will work together, as a team, focusing on our

customers and aiming to achieve even more.

Lefteris Antonacopoulos

Chairman and Managing Director
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Management

Name Position

Lefteris Antonacopoulos Chairman - Managing Director

George Skarpelis Vice Chairman

Lazaros Aggelou Member

George Argyropoulos Member

Theodoros Veniamis Member

Iakovos Georganas Member

Michalis Georgantopoulos Member

Nikolaos Manasis* Member

Lana Mandila Member

Stavros Panas Member

George Papakonstantinou Member

Christos Polyzogopoulos Member

Christos Spanos Member

Apostolos Tamvakakis Member

Phaedon Theodoros Tamvakakis Member

On 13th of March 2002 the Board of Directors consisted of the following members:

Corporate Governance Comittee

Name Position

Lefteris Antonacopoulos Chairman

George Skarpelis Member

Lazaros Aggelou Member

George Argyropoulos Member

Nikolaos Manasis* Member

* Mr Manasis resigned from OTE’s Board of Directors on April 30, 2002. 

His replacement will be carried out in accordance with the provisions of paragraph 4 of article 10 

of the Company’s Articles of Incorporation.
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Management Team

Name Area of Responsibility

Lefteris Antonacopoulos Chairman - Managing Director

George Skarpelis Vice Chairman/Chairman of OTE International Investments

George Argyropoulos General Director of Technical Affairs

Dimitris Kouvatsos General Director of Finance

Athanassios Ghitzenis General Director of Commercial Affairs

Georgios Davilas General Director of Personnel

Christos Malapanis General Director of Regions

Yorgos Ioanidis Managing Director of OTENET

George Maniatis Managing Director of Hellascom International

Evangelos Martigopoulos Managing Director of COSMOTE

OTE Group Legal Advisor

Andreas Kalogeropoulos

List of members of Board of Directors of OTE, Financial Year 2001

Name Position

Nikolaos Manasis Chairman - Managing Director

George Skarpelis Vice Chairman

Lefteris Antonacopoulos Member

Stefanos Avgouleas Member

Iakovos Georganas Member

Ilias Giannakas Member

Yorgos Ioanidis Member

Christos Kiriakopoulos Member

George Maniatis Member

Evangelos Martigopoulos Member

George Orfanos Member

Stavros Panas Member

Nikolaos Papadodimas Member

Christos Polyzogopoulos Member

Christos Spanos Member

Panayiotis Tsoupidis Member

Kyriakos Philippou Member

Konstantinos Hayer Member
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The legislation governing the inco r p o ration of companies, in

accordance with which OTE was established as a Public Limited

Company in state ownership, is Law 1049/1949.

By virtue of Law 2167/1993, the co m p a ny functions as a Public

L i m i ted Company engaged in business as a public utility, without any

change or alte ration in its legal status or chara c te r. 

This law co n st i t u ted the st a t u tes of the Organization, and wa s

amended by virtue of Law 2257/1994 (Gov. Gazet te 197 A). T h e

st a t u tes we re subsequently amended to acco rd with the provisions of

L aw 2414/1996 (Gov. Gazet te 135 A/1996), by virtue of Joint

M i n i sterial Decision No. 88498/1996 of the Ministers of National

E co n o my, Finance, and Tra n s p o rt and Communications (published in

G ov. Gazet te 1165B’/27.12.1996). 

By virtue of article 11 of Law 2642/1998 (Gov. Gazet te 216 A/1998),

and subsequently of article 22 of Law 2731/1999 (Gov. Gazet te

138A/1998), article 7 of the above st a t u tes was amended to st i p u l a te

that the share of the Greek St a te in the capital of the Company at any

time should not be lower than 55% and 51%, re s p e c t i ve l y, of the

‘ s h a res of the Company carrying voting rights’.

By virtue of article 22 of Law 2733/1999 (Gov. Gazet te

155 A/1999), the Organization ceased to be subject to

the provisions of Law 2414/1996 (with the exc e pt i o n

of the provisions of articles 9 and 10 of this law ) .

By virtue of article 26 of Law 2843/2000 (Gov. Gazet te

219 A2000), the St a te retains at least “1/3 of the share

capital” of the Organization (and not ‘of the share s

carrying voting rights’, as had been envisaged in all the

amendments prior to Law 2843/2000). O n

S e ptember 4, 2001, the ex t rao rdinary genera l

assembly of shareholders re s o l ved upon the

amendment or abolition, as the case may be, of

Articles 7, 8, 10, 11, 12, 18, 31 and 39 of the

Company’s Articles of Incorporation, and upon the

codification of OTE’s Articles of Incorporation. These

amendments mainly refer to the participation of the

Greek State and to the Board of Directors and were

deemed necessary in order to comply with the

prevailing legislation. In particular, following Law No.

2843/2000 (article 26), that allows for reduction in

the participation of the Greek State in OTE’s share

capital to no less than the 1/3 of the Company’s

share capital, the Greek State went forward to reduce

its participation by 10.68%, in summer 2001, by

issuing a bond loan convertible to OTE shares, as

Legislative Framework



st i p u l a ted by Law No. 2000/1999 (article 5)

(instances “h” and “i”, added to the said Law by Law

No. 2919/2001 (article 28, para g raph 2).

Furthermore, in accordance to Law No. 2937/2001

(article 29), the reduced participation of the Greek

State to below 50%, resulted to the fact that the

Company’s Board of Directors will be elected as

st i p u l a ted by Law No. 2190/1920 and the

Company’s Articles of Incorporation. 

Following the above legislative changes, OTE now

operates as a  “societe anonyme” under the higher

supervision of the Greek State, as applied to all such

companies, fully relieved from any obligations or

other hindrances presented by the Greek State as the

single shareholder.

The Company’s head office is officially re g i ste red in the

Municipality of Maro u s s i .

The Company has been established for a period of one

h u n d red (100) years, with the option to ex tend this

period by resolution of a meeting of the share h o l d e r s .

General meeting of Shareholders

The General Meeting of Shareholders is the Company ’ s

s u p reme governing body and is entitled to decide on

a ny matter concerning the Company, unless ot h e r w i s e

st i p u l a ted in the current st a t u te s .

Ad m i n i s t ra t i ve Bodies of the Company 

The Company’s Ad m i n i st ra t i ve Bodies are the Board of

D i rectors, the Managing Director and the Corpora te

G overnance Comitte e.

15Annual
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B o a rd of Dire c t o r s

The Board of Directors is the Company’s supreme administrative

b o d y, empowe red to decide on any matter concerning the

administration of the Company and the attainment of its objectives,

with the exception of those issues that fall under the exclusive

competence of the General Meeting of Shareholders. Issues that

come under the co m p etence of the General Meeting of

S h a reholders include increase of share capital under cert a i n

conditions, approval of financial statements, allocation of share

dividends, issue of loan guara n tees under certain co n d i t i o n s ,

approval of mergers, dissolution or restructuring and various others,

as stipulated in the Company’s Articles of Incorporation. The Board

of Directors may delegate certain authorities or responsibilities to

its members or Company executives or third parties or other

Committees consisting of members of the Board of Directors.

The Board of Directors consists of fifteen (15)

members, which may or may not hold Company

shares. The Board of Directors is appointed by the

General meeting of Shareholders for a duration of

five (5) years. The members of the Board of Directors

may be re-appointed or freely removed. Immediately,

following its election the Board of Directors convenes

and elects the Chairman of the Board, the Vice-

Chairman and the Company’s Managing Director.

The positions of the Chairman of the Board of

D i rectors and the Managing Director may be

assigned to a single person.

The Board of Directors is considered to be in

quorum, when at least eight (8) of its members are

present or duly represented, including the Managing

Director or its Deputy. Resolutions are taken by the

Board of Directors by the majority of the present

members.

Legislative Framework



Managing Dire c t o r

The Managing Director is a member of the Board of

D i rectors and is not excluded from also holding the

p o st of Chairman of the Board of Directors. T h e

Managing Director is the highest exe c u t i ve authority in

the Company; he has ove rall authority over all the

d e p a rtments of the Company and is responsible fo r

overseeing their activities. He makes the necessary

decisions within the issues that re g u l a te the opera t i o n

of the Company, the approved pro g rams and budjet s

and is given authorities by the st a t u te and the Board of

D i rectors. He re p resents the co m p a ny in all its re l a t i o n s

with the subsidiaries and the companies and

e n terprises with which it forms co n s o rtiums as well as

with any business activity, common with others, inside

and outside Gre e c e.

In the event of absence of the Managing Dire c t o r, his

position is taken by the Deputy Chairman of the Board

of Dire c t o r s .

C o r p o ra te Governance Comite e

The Executive Committee of Corporate Governance

is mainly charged with ensuring the coordination and

operational cohesion of OTE and its subsidiaries, the

resolution of significant issues pertaining to present

management, the avoidance of co n flicting or

competing activities by the subsidiaries, as well as the

exercise of every other authority granted to it by

OTE’s Board of Directors. The Executive Committee

a s s i sts the Managing Director in the choice of

members for the Board of Directors of the

subsidiaries and in the choice of high ranking officers

for OTE and its subsidiaries.

17Annual
Report

2001



commercial
activities



We see
the world
through the eyes
of tomorrow



20 Annual
Report

2001

The Company’s Strategy consists in focusing on the provision of

services to the customers, so that the existing customer loyalty will

be strengthened and OTE will enter new high development

markets.

The new services targeted to the professional market are mainly

based on IP te c h n o l o g y. Often, customers demand solutions

adapted to their requirements and needs and the Company’s

attention is drawn to the design of respective applications.

In addition, the Company offers “one-stop-shop concept”.

The fact that the Company focuses on different customer categories

promotes the marketing procedure and contributes to the collection

of the necessary information for the desing and provision of

integrated products and services in an effort to meet the different

needs of private and professional entities, as well as businesses.

In the last years, the Company achieved to modernize / reform its

traditional services into modern call-centers that provide high

quality of services and contribute significantly to the revenues of the

Organization. Call-centers give OTE new opportunities to improve

its business activities, including telecommunication, while at the

same time they co n st i t u te modern tools, which provide the

customers with the ability to communicate on a 24-hour basis per

day; moreover call-centers standardize the “smart”

sales procedure by the use of operational tools, they

absorb high productivity from the employees and

their operational cost is rather low.

Relevant market surveys are being carried out in

order to determine the services preferred by the

customers, while advertising campaigns are being

performed aiming at informing the customers about

existing and new services.

Along with almost 400 shops and its commercial

partners, OTE Group of Companies provides modern

telecommunication products and services and adapts

itself to the constantly changing market conditions

and technological evolutions.

T h rough its afo resaid activities, the Company ’ s

objective is to provide its customers with a constantly

increasing value.

Domestic Telephony

During the year 2001, 62.7% of OTE turnover was

d e r i ved from the provision of domestic and

international telephony services. Revenue from fixed

line telephony increased by 5.6% over the previous

year. The rate of digitalization at 31/12/2001 (on the

basis of installed capacity) had reached 95.58%,

Fixed Telephony
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while calculated on the basis of occupied capacity had

reached 96.1%. On 31/12/2001 the Company had

6 , 0 7 0 , 6 5 9 i n stalled lines 5 , 8 0 2 , 5 5 9 digital and

2 6 8 , 1 0 0 a n a l o g u e. In addition, 5,607,726 m a i n

connections were actually in operation, of which

389,062 were digital and 218,664 were analogue.

In Athens and Thessaloniki, where most telephone

traffic is generated, all lines are served by digital

exchanges. 

Telephone density of main connections per 100

inhabitants reached 56.5, including ISDN - B channels

(basic access lines x 2 and primary access lines x 30).

During the year 2001, 326,437 applications were

made for new telephone connections and 300,287

connections were installed and operated. The total

number of applications pending (single list of new

connections and transfers) amounts to 7,575 (7,463

new connections and 112 transfers).

The volume of calls during 2001 accounted for

approximately 32.3 billion minutes. The volume of

calls in minutes includes trial calls, service calls and

generally any type of calls at no charge, while the

duration of the analogue exchanges domestic calls is

not included.

By the end of 2001a total of 63,849 card telephones

were in operation.

OTE continues to develop value added services, to

better serve its customers. In 2001, the way the

personal voice mail service is being offered has

c h a n g e d. From March 0f 2001 this service is

provided to the customer with the indirect diversion

activated. This change brought a significant increase

to the demand for this service from our customers.

As a result in 2001, we had 94,452 new customers

with own voice mailboxes, and the total number of

voice mail customers reached 296,424. In addition,

we began offering CLIP and CLIR services to our

PSTN customers.
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International Telephony - 

International Telecommunications

Infastructure

Through its OTEGlobe subsidiary, OTE is the leading provider of

international telephone services.

The Company’s international telephone traffic is channeled through

three international digital exchanges  - two in Athens and one in

Thessaloniki - and routed through international networks via land

and submarine cables, microwave and satellite links. 

OTE owns a share and operates a fibre optic network linking Greece

with its neighbouring and other countries in the Easte r n

Mediterranean. The Company also participates in the operation of

other cable systems around the world (Asia and the Americas).

OTE is a shareholder in INTELSAT, EUTELSAT and INMARSAT and

New Skies, satellite partnerships. The Company is served by

fourteen (14) digital satellite stations, one of which mobile, which

are used principally to serve international telephony and various

other services such as data transfer, tele-conferencing and TV signal

transmission.

OTE also provides marine communications through

the satellites of INMARSAT with its OTESAT and

M A R I T E L subsidiaries, whose merger has been

decided and which are now operating under joint

management.

In order to pro fit from the deve l o p i n g

telecommunications traffic in south-eastern Europe

and the surrounding region, OTE is investing in

projects that form a natural extension to its existing

network infrastructure, and increases the capacity to

existing destinations or participates in new ones.

In 2001, through the OTEGlobe subsidiary:

- Initial phase for the development of an International

Data/IP Net work was co m p l eted, after the

installation of London, New York and Athens nodes

and a new node will be installed in Bucharest

- Ag reements and negotiations with va r i o u s

telecommunications carriers for collaboration in the

p rovision of HUBBING and REFILE

telecommunications node services took place.

- The appropriate telecommunication policy was

i m p l e m e n ted for attracting international tra n s i t

telephone traffic from various countries through

Greece, in order to better utilize the international

te l e communications infra st r u c t u re and achieve

optimum financial results.

Fixed Telephony
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The legislative / institutional framework stipulates

that the main charges of OTE, being the Leading

Company in the telecommunication field, must be

oriented to the cost of the services provided, so as to

avoid cross-subsidization among the services.

Over the last years, OTE focused on fulfilling the

a fo resaid re q u i rements through gradual re -

adjustments of its tariffs in order to achieve its target,

which was balancing the tariffs so that they

accurately reflect the cost for providing its services.

In the framework of its effort, OTE made the relevant

decision and gradually increased its line-rental and

local call charges, reducing at the same time charges

for domestic long distance and international calls. As

a result, the telephony charges nowadays accurately

reflect their cost and cross-subsidization is abolished.

Similar readjustments (charge increases/decreases)

were also made to the leased-line charges.

The charges of the main telecommunication services

(telephony and leased-line charges), that have been

decided upon lately, have been approved by the EETT

regarding their orientation to the cost and are in

effect as of 27/01/2002 and as of 13/01/2002 for

the telephony and the leased lines respectively.

As of January 27, 2002, the main changes to the

telecommunication tariffs include:

• the price of a local call was increased, from 9

drachmas to 10.5 drachmas per 1 minute, or 2

minutes during peak and off-peak rates respectively.

(an increase of 16.6%).

• long distance domestic calls: cost savings for long

distance connections brought significant reductions

to the respective tariffs.  On March 4, 2001 the

charges to long-distance domestic calls (distance

greater than 45 km between nodal points in different

perfectures) were reduced from 40 drachmas to 28

drachmas per minute. For long distance calls the

same charges apply on a 24 hour basis. 

• In international calls: tariffs for zone I were reduced

from 94 drachmas per minute to 84 drachmas per

minute (a reduction of 10.7%), while tariffs for zone

II were reduced from 130 drachmas per minute to

100 drachmas per minute (a reduction of 23%) and

from 115 drachmas per minute to 100 drachmas per

minute (a reduction of 13.1%) for peak and off-peak

rates respectively. Tariffs in the other zones remain

Rebalancing of Tariffs
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unchanged. The above reductions brought a weighted average

decrease to international call rates of approximately 10%.

• Basic rental charges were increased from 2,400 drachmas to

2,800 drachmas, in the course of gradually becoming fully cost

oriented.

• Charges for calls from fixed to mobile for Panafon and Telestet

remained unchanged in 2001, while the charge for calls to Cosmote

mobile numbers was reduced from 110 drachmas to 98 drachmas

per minute. These charges are set depending on the policies of the

respective mobile operators.

• The charge for internet access calls through the PEAK and EPAK

remained unchanged.

• Connection fees remained unchanged in 2001 at Drs. 10,000.

Additional telephone lines in the same premises carry no extra-cost.

In January 2002:

• the tariff for local calls was set to 8.9 drachmas or

0.0026 Euro per minute from 10.5 drachmas or

0.0308 Euro per minute and is now applied on a 24

hour basis. This change brought a weighted average

decrease of 11%.

• Lo n g - d i stance calls we re reduced from 28

d rachmas or 0.082 Euro per minute to 21.45

drachmas or 0.0063 Euro per minute (a decrease of

23% approximately). These charges are applied on a

24 hour basis. 

• In January 2002, in leased lines, there was an

increase of 15% in analogue local lines and reduction

in digital l o c a l lines bet ween 33% and 47%

depending on the cate g o r y. In analogue long-

distance lines charges were decreased by 17% and in

digital long-distance lines charges were reduced from

29% to 46% depending on the category.

• Basic monthly rental charges for a main telephone

connection reached 3,400 drachmas or 9.98 Euro,

(from 2,800 drachmas or 8.21 Euro) to reflect the

cost. An increase of 21.4%

Rebalancing of Tariffs



Over the last few years the Company has embarked

on investments to upgrade and extend its network in

order to be able to offer the whole spectrum of

technologically advanced services.

Significant investments have already been made in

digitalization of the network along with installation of

a broadband network and high-speed, high-capacity

connections in homes and businesses to permit the

provision of integrated services to our customers.

These inve stments re s u l ted not only in the

digitalization of the trunk network reaching 100%

but also in the digitalization of the local access

n et work which pro g resses satisfactorily thro u g h

combined selections of the technologies suitable to

this end.

At the end of 2001:

• The Company had an infrastructure of 17,033 km

of fibre optic cables (14,133 km of land cables and

2,900 km of submarine cables).

• Installed ISDN-BRA provision capacity amounted to

276,025 and ISDN-PRA to 8,206, while occupied

capacity amounted to 199,033 BRA (2 channels) and

5,385 PRA (30 channels), representing increases of

105,25% and 36,47% respectively compared to last

year’s figures. Moreover, we had a total of 340,000

Bra connections and 8,800 Pra preinstalled. The

Company anticipates a significant rise in ISDN sales in

2002, with the network attracting another 160,000

basic access customers and 1,200 primary access

customers. 

• Upon the completion of the installation of 49

points of presence/nodes, out of which 42 are access

and 7 are transit, the ATM network expanded along

with the commercial utilization of the investment

entitled HellasStream. The HellasStream network is

based on a fast packet transfer technology and

combines high throughoutput with minor delays,

transparency and a very good utilization of the

transfer lines. The principal advantage of the ATM

technology is that it “bridges” LANs and WANs

without any inte r m e d i a te Inve rter Prot o co l s .

HellasStream is mainly used by major companies

whose needs for communication are over 2Mbits/s.

The main categories of the customers who use the

H e l l a s St ream public net work are Unive r s i t i e s ,

Research Institutions, Public Organizations, Public

Utility Organizations, Health and Financial Institutes,

I n te r n et and other Te l e communication Services

State-of-the-Art Network
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P roviders. In 2001, the necessary baseband modems we re

purchased so that the frame relay service may be provided mainly

through the ATM to the subscribers at less than 2 Mbits/s (64, 128,

256, 512 Kbits/s). On 31/12/2001, the HellasStream Network

connections in operation accounted for 354.

The Company plans for 2002 is to extend the provision of the UBR

(Unspecified Bit Rate) and ABR (Available Bit Rate) services, to

satisfy all the needs of business customers for cell relay, frame relay

and circuit emulation services and to conclude Service Level

Agreements.

• On 31/12/2001 HellasPac I & HellasPack II Networks had more

than 14,000 ports installed, while the procedure for the abolition of

the HellasPac I and the concurrent shifting of its subscribers to

HellasPac II Network was initiated. The Company plans for 2002 are

the operation of at least 3 new nodes and the conclusion of a

Service Level Agreement.

• At the end of 2001 the number of circuits in operation of the

HellasCom network was 9,136, while in line with its installed

capacity and its services, the network could satisfy a total of 12,000

circuits. In addition, 400 new nodes were installed at OTE’s

exchanges, along with 100 subscriber’s multi-plexers

and, thus, there are 2,000 nodes in the network

throughout Greece. With the use of the HDSL

technology, a new method for routing circuits was

introduced for achieving more than 128Kbits/s. For

2002, the Company aims at increasing its revenues

by 30% through the implementation of an aggressive

commercial policy, to expand this network at 16,000

circuits and to conclude SLAs.

• The Company is investing in the development of

the ADS L te c h n o l o g y, by utilizing the curre n t

infrastructure of the local network for the provision

of broadband services.

In 2001, services were provided through the ADSL

technology on a pilot basis. The Company’s plan for

2002 is the commercial operation of the ADSLaccess

at 200 locations within thw country with a total

capacity of 12,000 subscribers.

• Moreover, in 2001 the Company planned the

provision of services through the LMDS network

(wireless access network). It is a network, which will

satisfy the needs of the market for broadband access

communication of high quality and is based on the

LMDS technology.

The aforesaid network provides ATM, frame relay

services, leased circuits, circuit emulation, IP. These

State-of-the-Art Network
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systems will be commissioned at the first stage in

2002 at 2.5GHz, from Cosmote, which will provide

the related services. Subsequently, OTE will install

similar systems at 3.5GHz, in order to supplement

the initially installed ones and to provide services to

subscribers residing at greater distances.

• 306 ONUs were installed in a total of 31 optic

access networks, which are in progress (a total

number of 616 ONUs was installed; 325 ONUs are

in operation - 111 indoor and 214 outdoor).

• 2,800 HDSL systems were available in order to

satisfy the demand for providing 2 Mbit/s.

• The installations for 80% of the equipment for the

national IP/MPLS network was completed at 67 out

of the 82 total points in program.

• With regard to the international IP network, which

is offered by the Company through OTEGlobe, the

i n stallations of the data/IP (MSP) inte r n a t i o n a l

network backbone hubs were completed in Athens,

London and New York, while the installation of the

NMS and Bucharest hubs are in progress.

• With regard to the satellite Internet, the existing

satellite platform was expanded to provide Fast

Internet services through the satellite and to provide

the option for services / applications: television /

radio, MP3 music, training, advertisements.

• Completion of the installation of the network

management system (TMN).

During the year 2002 the Company

plans:

• To install 60 new SDH rings.

• To co m p l ete the installation of the national

synchronization networks (34 new nodes).

• To expand the ADSL network.

• To complete in the IP network the installations for

the initiation of the provision of IP VPN and Internet

dial-up related services.

• To enrich satelite TV in order to provide Pay TV

services and install a subscribers’ management

system (SMS).

• To put into operation supplementary management

systems for all new systems which are integrated into

the network (ADSL, IP, LMDS, etc.).
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The Strategic Operational Unit for Tele-applications (OTEPLUS) was

established in October 2001 aiming at covering the needs of the

market through value and content added Products and Services,

utilizing, thus, the convergence between telecommunications and

i n formation technology and providing services based on the

Intelligent Network, Telematics and Audiotex platform.

OTEPLUS scope consists in the design, development, operation, sale

and support of Telematics related services and more specifically of

services related to tele-working, tele-training, tele-medicine, tele-

conference, audiotex and tele-voting, as well as services and

p roducts of the Intelligent Net work (Fre e p h o n e, Onephone,

Otecard, Prepaid timecard (chronocard), Premium Rate, UPT, VPN,

Voice Portals).

During 2001:

• Teleconferences and audio-conferences increased dramatically.

Au d i o - co n f e rence is a new service linking up to 85 points,

concurrently, throughout the world. The users of this specific service

can co m m u n i c a te i n te ra c t i vely w i t h each ot h e r, prov i d i n g

information to all points and accepting questions from all points.

• The results of the projects and the pilot applications with the use

of the ISDN network were standardized into three groups of

products (tele-training, tele-working and tele-medicine), the pilot

tele-medicine net work was upgraded and new te l e - t ra i n i n g

applications were developed. 

• With regard to tele-training, OTE in cooperation

with the Eastern Aegean Research Institute and

through the program for Tele-Information, provided

information to 40,000 students, among which there

are students of special needs in 20 Primary Schools

and to 4,000 teachers about earthquake related

issues, through the use of high speed Telematics

services (3 BRA = 384 Kbits/s). The afo re s a i d

program was offered by OTE to the students of

Greece. In addition, with the sponsorship of OTE

International Investments and in cooperation with

the Eastern Aegean Re s e a rch Inst i t u te and the

Faculty of Economics of Athens Unive r s i t y, the

program for making the Universities of the South-

Eastern Europe and Jordan familiar with Telematics is

in progress.

• With regard to tele-medicine, OTE participates in

the following European programs:

• PANACEIA - Interactive Television, which aims

mainly at developing the application of tele-medicine

via the interactive TV by the use of a digital platform,

which is now under development by OTE.  This

application is a pioneer in the field of welfare and

aims at improving the quality of life of the citizens

taking advantage of the facilities provided by digital

technology.

• IREMMA - Integration of Regional Environmental

Monitoring and Management for Asthma; this

program is being implemented by the significant

participation of OTE and concerns the provision of

information to the citizens regarding Allergies and

Asthma.
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• Significant increase in the revenue deriving from

the provision of AUDIOTEX services (30%) and

Intelligent Network (20%). With regard to Audiotex,

OTE makes significant inve stments for the

development of its technical infrastructure.

• Conclusion of Agreements (14) with new Service

Providers (ASPs).

• Aiming at better utilizing and providing flexibility to

OTECARD and Chronocard, OTE developed several

new characteristics for these services so that the

users may be able to make calls from abroad not only

to Greece but to Third Countries as well.

• The Chronocard system reached a capacity of

500,000 cards to become more functional.

• The Te l evoting re l a ted service was put into

commercial operation with success in tele-games,

song contests, Tele-Marathon run.

• Chronocard gained a leading position in the market

of prepaid cards, where there are a lot of

competitors.

• The number of Fre e p h o n e-Onephone users

increased significantly (30%).

During 2002, the Strategic Operational Unit plans:

• To cooperate with service and content providers in

the filed of telematics.

• To introduce pioneer products in the market.

• To undertake major projects deriving from CSF III.

• To prevent fraud related actions especially with

regard to AUDIOTEX and Chronocard.

• To expand its telematics related services in ATM,

ADSL and IP network.

• To introduce new services, such as VPN and UPT.

• To provide access to the Freephone services from

the mobile te l e p h o ny net works - f i r stly fro m

COSMOTE and subsequently from the networks of

the remaining telecommunication services providers. 

• To offer and sell Chronocard in foreign countries,

taking advantage of the Olympic Games and the

G reek people residing abroad (co n tent re l a te d

services through the Intelligent Network platform,

telematics related services through the IP, ADSL,

ATM networks).

• To increase significantly the number of the active

service providers.

• To develop and commercially utilize from the

St ra tegic Operational Unit for Te l e - a p p l i c a t i o n s

services related to the provision of information and

entertainment and to utilize the voice recognition

technology and IVR equipment.

OTEPLUS trusts that the services of the Intelligent

N et work, Telematics, Au d i otex, o f f e r s i g n i fi c a n t

capabilities and advantages to both businesses and

end users and expects that in 2002 there will be a

significant increase in sales and revenues.
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OTE established COSMOTE in 1996, with the purpose to provide

DCS 1800 mobile telephony services at a national scale. The mobile

services operating license was transferred to COSMOTE by Law No.

2465/1997. Following an international tender, TELENOR-B Invest

AS was selected as COSMOTE’s partner. COSMOTE’s principal

business is the provision of mobile telecommunications and related

wireless services in Greece.

To date the co m p a ny is the leading provider of mobile

telecommunications services in Greece. Until July 2001 COSMOTE

was the only company in the country licenced to operate in the

1800 frequency, with the largest spectrum of 2x25 MHz. In addition,

during August 2001, COSMOTE acquired one of the three UMTS

licenses that were awarded in Greece, at the minimum price ( Euro

146.7 million), that will allow the Company to offer in the future 3rd

generation mobile telephony services to its customers.

The company started commercial operations in April 1998, five

years after its competitors and in only three and a half years of

operation has achieved the leading position in the

market, both in terms of subscribers and growth

rates as well as profitability.

COSMOTE had its Initial Public Offering in early

October 2000. Prior to the IPO, COSMOT E ’ s

s h a reholders we re OTE, the Hellenic

Telecommunications Organisation, with 70% and

Telenor-B Invest AS, a subsidiary of Telenor of

Norway, with 30%. Post IPO shareholders are OTE

with a 58.98% stake, Telenor B-Invest with an

18.00% stake and WR Com with 7.27%. The free

float is 15.75%. COSMOTE’s share capital after the

IPO, consists of 330,000,000 ordinary shares.

During the year 2001, the Company’s share showed

the best performance among all the ASE FTSE20,

large capitalisation companies, posting a 32.58%

price increase ye a r - o n - ye a r. Furt h e r m o re,

C O S M OTE’s share re co rded the second best

performance among all listed telecom companies in

Europe. It is noted that in both cases, the share of its

mother company, OTE, ranked in the 2nd and 3rd

best position respectively.

Business Activities
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At the end of year 2001, the Company’s network

consisted of 2,206 BTSs, 16 Mobile Switching Centers

(MSCs) out of which 2 were transit (TMSC), with a

capacity of 3,200,000 subscribers and 5 Home

Location Re g i sters (HLRs) with a capacity of

3,960,000 subscribers. In addition, during March

2001, the company commenced the offering of GPRS

services with enhanced functionality and speed (100

kpbs downlink). 

The company’s network interconnects with OTE’s

fixed network as well as with the two other GSM 900

mobile telephony networks operated by Panafon-

Vodafone and Telestet (STET Hellas). In addition the

company has an IN (Intelligent Network) platform

that offers VPN and prepaid services.

As of December 31, 2001 COSMOTE’s network

covered approximately 99.5% of the population of

Greece, and 84.3% of its mainland and islands and

90% of its territorial waters. COSMOTE has achieved

nationwide coverage in less than one third of the time

it has taken its co m p etitors and has been

characterized as the most successful third entrant in

Europe.

COSMOTE’s targets for 2002 include: 

Installation of 300 additional BTS (to reach a total of

2.530) and expansion of capacity in 450 BTSs (out of

which 110 will be replaced and the remaining will be

upgraded)

Replacement of four existing MSCs with four new

ones, of the latest technology and installation of one

(1) new HLR with the aim to reach a total MSC

capacity of 3,750,000 subscribers and HLR capacity

of 4,380,000 subscribers.

Effective preparation for UMTS network through the

installation of Hybrid BTSs by NOKIA (that provide

parallel 2G, 2.5G and 3G coverage).
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In December 2001, the Company’s subscriber base has reached

2,943,532, a 42.8% increase compared to the end of 2000, with an

estimated market share of 37.0%. During 2001, the company has

added the majority of new net additions in both segments of the

market, achieving a 54.4% market share of all new contract

customers and a 40.1% market share of all new prepaid subscribers.

This resulted in an overall market share of total net addition during

the year of 43.4%. 

COSMOTE is the leading provider of mobile telecommunications

services to contract subscribers in Greece since March 2000, with a

total of 1,461,767 customers, as of December 31, 2001 yielding a

market share of approximately 50%. Contract subscribers are

attractive to COSMOTE because of their greater loyalty and higher

average monthly revenue per user than pre-paid customers. In

addition to its standard and enhanced GSM 1800 services, including

international dialing and roaming, the Company offers its customers

a number of value-added services, including voice mail, short

message services (SMS), call diversion and caller identification, etc.

Certain value-added services offered to its business customers, such

as the data and fax transmission service Private Wire and VPNs, are

charged on the basis of an additional monthly access fee plus

airtime rates for use of the relevant service.

In addition, the Company holds the second position

in the Greek wireless market in terms of number of

pre-paid customers. As of December 31, 2001,

COSMOTE had approximately 1,481,765 pre-paid

customers (using the “COSMOKARTA” product),

with a market share of 29.5%. The Company believes

that pre-paid services are attractive to customers

seeking to control and minimize costs, customers

who earn a variable income, children and teenagers,

and low-usage customers. Pre-paid cust o m e r s

currently have access to a large number of value-

added services, including voice mail, SMS, customer

c a re, directory inquiries and connect - thro u g h

services.

During 2001, COSMOTE launched a new

b re a k t h rough pre-paid product under the name

‘what’s up?’. This new innovative product is mainly

a d d ressed to yo u n g sters but also to all ot h e r

subscribers that choose to principally communicate

through the use of SMS (short text messages). The

‘what’s up?’ product is offered both in a pre-paid

package (including a handset and a SIM card) as well

as in a SIM only connection pack. COSMOTE aims at

covering in the best possible way the needs of young

people, by introducing the following two exclusive

Business Activities
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and unique characteristics: Step down billing in the

SMS charging, for even more economical charges,

and a CHAT s e r v i c e, for easy and effective

communication between existing friends or new

friends.

COSMOTE has as of September 2000 integrated all

its information services and mobile co m m e rc e

services under a common umbrella, its mobile portal,

“MyCosmos”. “MyCosmos” services are accessible by

all COSMOTE customers, irrespective of the type of

handset they have, through a varied range of access

methods: SMS, SIM micro-browser, WAP and voice

recognition, for which COSMOTE is one of the few

operators worldwide to offer on a commercial basis.

To provide content and services of significant value

COSMOTE has partnered with some of the best

k n own names inte r n a t i o n a l l y, such as YA H O O ! ,

Microsoft, WinBank, ANT1, etc. 

In 2001, COSMOTE also launched an exclusive voice

portal, under the umbrella of the Company’s mobile

portal “MyCosmos”. All COSMOTE’s customers have

access to a variety of information and entertainment

services, through the most simple and friendly

method, the use of their voice. By just dialing 1656,

customers enter the service and “converse” with the

system, requiring and receiving the information they

a re inte re sted in, using only voice co m m a n d s .

COSMOTE’s voice portal is based on the advanced

Voice Recognition technology that is used exclusively

by COSMOTE in Greece and by few operators

worldwide.

COSMOTE’s main strategic goal, as a member of the

OTE group, is to take full advantage of the business

o p p o rtunities arising in the eve r - evolving high

technology market, so as to strengthen its position

both in Greece and internationally. In this respect:

• It participates in the first electronic commerce,

Business to Business (B2B) ve n t u re in Gre e c e,

CosmoONE, following its affiliation with OTE and

Commerce One, the world leader in the sector.

• It has extended its activities in the Balkans with the

p u rchase of Albanian Mobile Communications

company (AMC). 
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• In collaboration with Virgin-Megastores, it forms Cosmo-Megala

Katastimata and participates in the biggest electronic music store in

the Greek Internet, promoting a significant Business to Consumer

(B2C) venture.

C O S M OTE’s international roaming agreements enable mobile

phone users to make and receive calls using a foreign country’s

GSM network while paying the home GSM provider for the calls. As

of December 31, 2001, the Company had 246 ro a m i n g

agreements with mobile telecommunications operators in 119

countries. Roaming revenues grew by approx i m a tely 94%

compared to the end of year 2000 and comprised 2.9% of total

operating revenues.

Albanian Company Mobile Telecommunications

In August 2000, COSMOTE acquired through Cosmo-Holding

Albania (97% Cosmote, 3% Telenor) 85% of the Albanian Mobile

Communications company. During year 2000 AMC was the sole

provider of mobile telecommunications services in Albania.   

At the end of December 2001, the company had 273,088

customers (compared to 28,775 at the end of 2000). Of these

91.5% (approximately 250 thousands) were prepaid customers. 

Since COSMOTE took control of AMC operations it

has upgraded the existing network by installing new

BTSs, a new MSC, new billing system and the pre-

paid platform. The upgrade of AMC’s network has

co n s i d e rably increased cove rage and quality of

services in Albania. The company will continue the

fast upgrade of AMC’s network with the aim of

providing coverage to the majority of Albania within

year 2001.

COSMOTE Financial Performance

(consolidated)

Customer growth in the year ended December 31,

2001, was the result of the net addition of 256,702

co n t ract subscribers and 625,819 pre - p a i d

c u stomers. As a co n s e q u e n s e, total opera t i n g

revenues reached EURO 926.9 million on a

consolidated basis representing an increase of 52%

as compared to the same period in 2000, much

higher than growth in its subscriber base (43%). 

More importantly profitability, EBITDA for the year

ended 31 December 2001 rose by 120%, reaching

EURO 408.4 million, while EBITDA margin stood at

Business Activities
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44.1% compared to 30.5% at the end of 2000.

EBITDA margin of AMC for year 2001 stands at an

ex t rao rdinary 68.5% while Net Income marg i n

reached 44.4%. Management believes that

continuous enhancement in AMC’s opera t i o n s

coupled with very low penetration in the Albanian

mobile market will result in significant profitable

growth for the company.

COSMOTE Net Income (on a consolidated basis)

grew by 201% reaching EURO 174 million while

Earnings per share (EPS) were EURO 0.53.  

COSMOTE’s principal objective is to continue to

capitalize on the opportunities it believes are

available in the growing and evolving mobile market

in Greece. The  following strategies will be employed

in pursuit of this objective: 

• Exploit the bandwidth advantage of its network

• Continue to promote a simple, user friendly tariff

structure

• Provide wide access to advanced value added

services 

• Increase revenues from corporate customers 

• Deliver high level customer care and reduce the

churn rate

• Continue to create brand awareness, and improve

and expand the distribution network 

• Make selective investments 

COSMOTE’s vision is to become one of the best

European cellular operators on all fronts, market

s h a re, quality of services and pro fitability and

continue delivering superior shareholder value.
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OTEnet S.A (www.otenet.gr), the leading Greek Internet Service

P rovider (ISP), was founded in 1996 by the Hellenic

Te l e communications Organization (OTE) and has been the

crowning achievement of OTE’s business strategy in the field of new

technologies. 

The Company’s continuing investments in network infrastructure,

the development of pioneering products, applications and services

that respond to business and consumer needs, its exc e l l e n t

customer care and flexible management structure have established

OTEnet as the leader in the ISP market.

OTEnet is a member of the OTE Group of Companies and OTE, is

the main shareholder of OTEnet holding an 80.2% stake. Other

shareholders include, the National Bank of Greece with a 10% stake

and a number of public sector educational and research institutions

with smaller stakes.

OTEnet’s share capital is Euro 5.40 million.

By fully utilizing its network’s capabilities, OTEnet covers completely

the needs of all types of users, private, businesses and professionals.

The company offers four main categories of products-services: basic

access services, telecommunication services, e-business services and

content services.

OT E n et’s main targ et for 2001, was to take

advantage of the opportunities offered by the rapidly

increasing Internet market in Greece and abroad. The

company’s vision is to “realize the national strategy

for promoting the use of the Internet in Greece as a

vehicle of development and modernization and

establish OTEnet as the undisputed leader in its field”.

In particular, OTEnet’s targets in 2001 included the

following:

• Enrich the services offered, to cover the full

spectrum of Internet - IP services and products.

• Substantially increase its customer base.

• Co-operate with local and foreign companies.

Services-Applications

During 2001, OTEnet developed a series of new

services, applications and products (access to the

Internet, IP Telecommunication Services, Electronic

Business Services and content services). Some actions

- activities performed in 2001 for each of the

aforesaid categories are mentioned below.

With regard to Internet access and in order to

promote the use of Internet in Greece, OTEnet made

a bundle offer for PCs with Internet access. In

addition, it introduced the Office Gate service, which

provides the opportunity to businesses to connect

easily and quickly their LANs to the Internet, taking

advantage of the ISDN network and the high speeds

it offers in order to have quick and efficient e-mail

communication and an integrated web presence with

the construction and hosting of their own website.

Business Activities
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With regards to the IP telecommunication services,

OTEnet introduced the SMILE Prepaid Calling Card,

which allows telephone calls (international calls, as

well as local and long distance calls) to be made from

any telephone set. This service is based on the Voice

over Internet Protocol (VoIP) technology and is

p rovided through over the st a te - o f- t h e - a rt IP

network offered by OTEnet.

Regarding e-commerce services, OTEnet introduced

the OPEN SHOP service, which provides all tools

re q u i red for the creation and maintenance of

electronic stores; it supports the shop’s operation, by

offering additional services, such as credit card

p ayment and product distribution. In addition,

OTEnet, in cooperation with COSMOTE, developed a

custom application in order to offer to the customers

using COSMOKARTA and What’s up? the option to

buy additional air time on-line from the OTEnet

Shop.

With regards to the electronic business services,

OTEnet, in cooperation with CIN, offered a series of

new services and applications, such as the services of

e-class, e-meeting and e- conferencing which provide

the option to carry out presentations, conferences,

meetings and training from a distance, in real time

and in a simple, quick, safe and economical way. In

2001, OTEnet announced its involvement in the

m a r ket of on-line adve rtising through the

development of the OTEnet Media Shop. Moreover,

OTEnet added a series of on line services and

applications, such as, Sy st ran Plus (automate d

e l e c t ronic translation), OT E n et Crazy Mobile

(selection of popular ring tones, logos, etc. for mobile

telephones), etc.

F u rt h e r m o re, OT E n et radically redesigned its

website, which serves as a platform for all existing

and future on line services, providing at the same

time quick, immediate, easy and daily information.

In order to offer the highest standard services to its

customers, OTEnet improved the operation of the

Customer Care Section, NEXT2U. NEXT2U operates

24 hours a day, 7 days a week, 365 days a year,

offering technical support and information. NEXT2U

can be contacted on 0801-11-35555 (local rates

from anywhere in Greece). 

The significant upgrades to OT E n et’s backbone

network allow its customers to enjoy high speeds

and create strong loyalty. OTEnet is the first company

in Greece that updated its national network through

the operation of three new circuits with a capacity of
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155 Mbps each, which were connected to the existing Gigabit

Routers (Cisco CSR 12000). In addition, 15 Backbone routers were

upgraded to Cisco 7200 VXR, and OTEnet is working on upgrading

8 additional routers. Moreover, all hubs in major cities in Greece are

now connected to the national backbone network through circuits

with a capacity of at least 2 Mbps.

Market Share

OTEnet’s focus on the introduction of new services and on the

quality of the services offered to its customers, resulted in a

significant increase of 66% to the number of its dial up customers

which reached 156,000 in 2001 (compared to 94,000 customers in

2000). It should be noted that OTEnet’s market share is over 44%.

OTEnet’s turnover for 2001 amounted to EURO 32.6 million (Drs.

11.1 billion) against EURO 19.8 million (Drs. 6.7 billion) of the last

fiscal year, presenting thus an increase of 65%. According to the

Greek GAAP (Law 2190/1920) the Gross Profits amounted to

EURO 11.7 million (Drs. 4 billion) against EURO 9.4 million (Drs.

3.2 billion) of the previous fiscal year, an increase of 25%. The

Operational Profit and Loss, Profits prior to the Imposition of Taxes,

Amortization and Interests amounted to EURO 1.414 million (Drs.

482 million) against EURO 959 thousand (Drs. 327 million) of the

last fiscal year, presenting thus an increase of 47.4%. These results

highlight the leading position of OTEnet in the field

of the Inte r n et and Inte r n et applications and

underline the Company’s prospect for future

development.

Cooperations

OTEnet is proceeding with co-operations aiming at

expanding (quantitatively and geographically) the

services, applications and products it offers, with a

v i ew to becoming a co n tent aggregator and

operating as an “umbrella” for smaller ISPs and other

providers. 

Therefore, in order to reach this goal, the Company

has reached cooperation agreements with local and

foreign companies, for the provision of content

related services, the development and introduction of

new services and applications, expansion of the sales

network, etc. 

To this end, at the end of 2001 a decision was made

for the acquisition of 80% of Southgate

Communications Hellas A.E., a subsidiary of Sanyo

Group of Companies. OTEnet’s decision to invest in

this market segment, regarding the provision of voice

services over the Inte r n et prot o col (VoIP) fo r

corporate users (medium size and major enterprises),

fo l l ows the fra m ework of the OTE Group of

Companies strategy.

Business Activities
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In addition, it falls within the targ ets the OT E n et Board

of Directors had set and it contributes to the

t ra n s formation of OT E n et to a provider of inte g ra te d

te l e communication solutions (IP).

The success of OTEnet in 2001, encouraged the

Company to set even more ambitious goals for

2002. Utilising its co - o p e rations and synerg i e s ,

OTEnet aims at enriching the services it provides, so

as to offer integrated IP solutions and establish the

Internet as the “tool” for personal and professional

use. OTEnet seeks additional sources of revenue from

the provision and use of services in addition to the

existing access related revenues.

OTEnet contributes significantly to promoting the

use of the Internet and to consequent novelties and

pioneering behaviours. It assists the Greek citizen to

become a more effective user of the Internet and

enter the modern information society with the use of

new technologies.

In addition, OTEnet actively contributes towards the

business development of the country. It is close to

every enterprise - regardless of its size - that wishes

to make use of the new technologies. Its business

plan for 2002 focuses on these two areas: consumer

p roducts and business solutions. The aim is to

capitalize all the efforts made in 2001, and establish

OTEnet as the leading Company in all fields of its

activities, creating further value for its shareholders. 
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This Company is a subsidiary Company of OTE Group of Companies

under the title “OTE DIETHNEIS LYSEIS A.E.” and the trademark

“OTEGlobe”. OTEGlobe began its operation in October 2000 with

the target to become the new flexible vehicle of OTE Group of

Companies that would fully satisfy the new requirements on a

world-wide scale which result from the expansion of the

te l e communication market, giving full priority to satisfy the

particular needs of its customers.

Following the Extraordinary General Assembly of OTE Shareholders,

dated January 28th 2002, a decision was made for the transfer and

exclusive management of all international network infrastructure of

the OTE Group of Companies by OTEGlobe; thus OTEGlobe

became one of the major telecommunication companies in Greece

and one of the most important players in the area of the SE Europe

and Middle East.

The role of OTEGlobe is two-folded since its establishment, having

the respective infrastructure and systems, as both a Telecom

Solutions Provider and as a Wholesale Carrier.

As a Telecom Solutions Provider, it targets large businesses, groups

of businesses and multi-national companies with incre a s e d

telecommunication needs on a national and international level,

aiming at providing end-to-end solutions.

As a Wholesale Carrier, it targ ets co m p a n i e s

providing telecommunication services (Carriers), such

as: Internet Service Providers, Mobile and Fixed

Te l e p h o ny Service Providers, Application Service

Providers and Telecommunication Service Retailers.

The purpose of OTEGlobe is to fully cover the high

demands of the Carriers by providing an excellent

infrastructure based on international specifications.

Specifically, in order to fully cover the needs of Major

Businesses, its offers services, such as:

• Data Solutions (Frame relay, Clear Channel, ATM,

VSAT);

• IP VPN Solutions (Intra n et, Extran et, Re m ote

Access), Internet;

• Voice Solutions (VPN, VoIP, Mobile Telephony,

Conferencing, Call Centers, Intelligent Networks);

• Applications that support and give an added value

to these services.

In order to cover the needs of the telecommunication

companies, OTEGlobe offers the following services:

• Wire, Optical and Satellite capacity and link;

• Wholesale IP and data;

• Wholesale for Voice;

• Hosting;

• Outsourcing;

Business Activities
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The basic parameters that comprise the integrated

solutions are the following:

• A wide range of basic network services and

applications;

• Experience in accommodating vertical markets

through the appropriate adaptation and combination

of the basic network services and applications;

• Facilitating Business Customers to focus on their

main field of activity by fully or partially undertaking

the operation of their networks and applications

(Outsourcing);

• Analysis and evaluation of the specialized needs;

• Joint design and customization of network services

and applications;

• Implementation, activation and operation of

integrated telecommunication solutions;

• Constant monitoring and upgrading of the offered

services;

• C o m p l ete consultancy services of co n t i n u o u s

updating, training and guidance in te c h n o l o g i c a l

aspects;

• Commitment for continuously providing excellent

l evels of safet y, loya l t y, ava i l a b i l i t y, speed and

economy through different SLAs;

• One-stop provision of services for all specialized

solutions and services offered by OTE Group of

Companies, re s u l ting in the reduction of the

operating cost for its customers.

To this end new management methods are utilized

based on modern information technology systems,

such as: Customer Relationship Management (CRM),

Trouble Ticketing System, Network Management

System, Advanced Tariff System.

In order to achieve its objectives, OTEGlobe has

a l ready put in operation its Data/IP inte r n a t i o n a l

n et work in fi ve backbone cities. Its net work is

based on the most advanced MPLS and IP+AT M

technologies and offers t ra n s f e r facilities and

capacities of high st a n d a rds, in order to secure

c u stomer satisfaction offering high quality

services, thus serving as the link o f businesses t o

the major co m m e rcial centers of the wo r l d .
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OTEGlobe is already the leading telecommunication force in Greece,

with an extended customer base including some of the largest

groups of companies, public organizations and telecommunication

companies. F ro m the fi r st year of operation, OTEGlobe has

concluded agreements for international telephony services and

network solutions, which are currently executed. Moreover, in the

framework of its expansion, it has concluded strategic agreements

with global telecommunication companies.

Through continuous investments in international infrastructure and

specialized human resources, OTEGlobe attempts to become the

ideal partner of a modern business. Focusing on high quality and

following the technological developments in the telecommunication

field, it co n fidently moves towa rds the achievement of all

telecommunication projects at a national and international level.

CosmoONE is the first Company in Greece which

developed e-commerce services for businesses. As of

the beginning of 2001 the b2b-marketsite Horizontal

Electronic Market has been put into operation by

cosmoONE, which it also offers the b2b-auctions

E l e c t ronic Auction Services. CosmoONE wa s

e stablished in June 2000. OTE, COSMOTE, the

National Bank of Gre e c e, ALPHA BANK and

DIINEKIS PLIROFORIKI (re p re s e n t a t i ve of the

American Company Commerce One Inc.) participate

in the share capital of cosmoONE.

Today cosmoONE holds the leading position in the

Greek Market of b2b e-commerce. It is stressed that

in 2001 transactions related to the b2b-marketsite

accounted for EURO 54.8 million. Orders placed

regarded PCs (61%), Stationery (19%) and mobile

telephony items (16%). Some of the Companies

participating in the electronic market of cosmoONE

a re the fo l l owing: ALPHA BA N K ,

A R G Y R O M E TA L L E V M ATO N & BA RY T I N I S,

GERMANOS, COMPAQ, COSMOTE, DROMEAS,

G O O DYEAR DUNLO P, NAT I O N A L BANK OF

GREECE, EAV, IBM, INFO QUEST, INTRASOFT, M-

DATA, OTE, PC SYSTEMS, PLAISIO COMPUTERS,

POULIADIS AND ASSOCIATES, SANYOCOM, SATO,

XEROX, etc.

With regard to the b2b-auctions Electronic Auctions,

as of the initiation of the pilot implementation of this

Business Activities



43Annual
Report

2001

service in March 2001 until the end of 2001, the

t ot a l value of auctioned products and services

amounted to EURO 25.2 million, yielding to their

hosts an average profit of 24%. There were about

182 participants in 36 auctions that were organized

during the same time period. As an example, we

mention the fo l l owing: ALPHA BANK, CITROEN, CITY

S E RVERS, COSMOTE, NAT I O N A L BANK OF GREECE,

I N FORM P. LY KOS, INTRAC O M - C O N S T R U C T I O N ,

J&P (HELLAS), KPMG, LION HELLAS, MacBet o n

Hellas, OTE, PRIC E WATERHOUSE, etc .

The enterprises utilizing the services offered by

cosmoONE achieve a dra stic reduction in their

operating supply cost, simplification and automation

of the procedures, efficient management of their

stock, quicker transactions and improved negotiation

of prices through expanded and more dynamic

cooperation among businesses. It is stressed that

both the Electronic Commerce and the Electronic

Auctions of cosmoONE, are based on the state-of-

the-art technology offered by Commerce One, which

is proved to be the most operational, easy and

effective B2B platform.

Specifically, cosmoONE provides the possibility to

connect each company-Buyer of the Private or Public

Sector with all Company-Suppliers participating in

b2bmarketsite, to carry out complete commercial

transactions. Thus, all procedures of the supply chain

- via Internet - are completely automated. From the

operational aspect, the Electronic Supplies application

can be adapted to the business and te c h n i c a l

environment of each company and to depict the

procedures for placing the orders. The businesses

reduce the total supply cost, minimize the total

volume of work in the Procurement department,

control and/or affect the buying attitude of the

personnel and assess the efficiency of their purchase.

The solution includes purchase Application, Approval,

Transmittal, Checking of the order List and Delivery

of the Order through a dynamic workflow procedure.

In addition, cosmoONE gives the opportunity to plan

and organize Electronic Auctions (b2bauctions)

among businesses of the private and public sector for

conducting integrated tenders. From the operational

aspect, this application serves as a valuable service
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both for the company organizing the auctions (Auctioneer) and for

those participating therein (Participants). The Auctioneer reduces

the purchase cost (or he achieves better auction prices) and the

negotiation periods, while the Participants have a new “channel” for

commercial transactions, which is characterized by the dynamic

definition of the price and the immediate provision of information

about the results of this effort. This service is provided quickly and

easily, since there is no need for investment of any kind on the part

of the Organizer and the Participants other than their connection to

Internet.

The Business Plan of cosmoONE for 2002 includes the

development of vertical markets and the expansion of the range of

services it provides based on the available technology. In more

detail, the Company’s plan is to expand its services in procurement

related issues, providing solutions on finding candidate suppliers and

their selection (sourcing) methods, through tools for on line

creation of RFI/RFQ/RFP and respective tools for their evaluation

(sourcing intelligence and contract management). Moreover, it is

expected that other services will be developed regarding major

companies, such as: supply demand aggregation and Electronic Bill

Presentment & Payment. CosmoONE’s plans include the training

and familiarization of Greek Enterprises - including those of the

Public Sector - with the issues related to e-commerce. In addition,

the Company has began its cooperation with major Consulting

Firms aiming at developing and eva l u a t i n g

investment plans for E-Commerce related fields. It is

worth mentioning that in 2001, a total of 105

businesses used - at least once - the services of

cosmoONE, either through their participation in

Electronic Auctions or through the use of electronic

supplies system.

CosmoONE’s objective is to become the reference

point for the provision of e-commerce services in

Greece and in the Balkans. CosmoONE is a pioneer

in new “work tools” and now it continues to be the

leading provider of the most efficient technologies

and solutions. CosmoONE gives the opportunity to

all Greek Firms - regardless of their size and field of

activity - to have easy, safe, reliable, transparent and

quick transactions, expanding thus their business

activities in the most direct and cost-effective way.

Business Activities
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The Company was founded in 1995, its main

o b j e c t i ve being to undert a ke Turn Key

telecommunications projects in Greece and abroad. 

In 2001:

• 3 telecommunication construction projects abroad

(Armenia, Bulgaria, Romania) of a total value of

EURO 6 million approximately were completed and

put into operation;

• 5 te l e communication co n struction pro j e c t s

(Armenia, Bulgaria, Romania) of a total value of

EURO 45 million approximately were undertaken;

the majority of these projects are already in progress

or have progressed significantly;

• work on a n other 4 te l e co m m u n i c a t i o n

co n struction projects (Catar, Romania) has

p ro g re s s e d; these projects have been prev i o u s l y

undertaken and are expected to be completed soon

and their total value rises to EURO 17 million

approximately;

Therefore, the total value of the works in progress on

31.12.2001 was EURO 62 million approximately,

while there was an unexecuted part of program

a g reements amounting to EURO 100 million

approximately (Bulgaria, Romania).

• H e l l a s com is active either as a co m p a ny

constructing telecommunication projects or as a

partner in operation companies in 13 countries in

Balkans, Eastern Europe, Eurasia and Near East.

In 2001, Hellascom achieved significant financial

progress, since compared to the previous year:

• Its revenues increased by 150% (from EURO 18.3

to 45.8 million)

• Its operating results increased by 130% (from

EURO 2.0 to 4.6 million);

The Company’s plans for 2002 include:

• To undertake new projects and to expand its

activities in new countries;

• To complete most of the projects currently under

construction;

• To enter in new fields of activities;

In particular:

• A significant expansion of the Company’s activities

is anticipated through the undertaking of new major

projects in Romania and FYROM;

• Entrance of the Company in the field of “smart

buildings” is being prepared. The target of the

C o m p a ny is the development of an inte g ra te d

solution for the remote-management of building

automation, as well as their co nversion into a

connecting portal to the “information society” and to

new services;

• Undertaking of construction projects in Greece

(Olympic Games, etc.)

• An increased turnover along with the respective

operational results is to be achieved.
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On August 29th 2000, the BoD of OTE made a resolution on the

establishment of a Subsidiary Real Estate Company and the transfer

to this Company of the entire Real Estate property of OTE.

The main targets of this strategic decision were as follows:

• Exercising a housing policy in order to achieve economies of scale

and rationalization of the housing needs and the related operating

cost;

• Achieving surplus values through the utilization, development and

commercial operation of the real estate and the implementation of

the new philosophy of the market about their utilization as

transferable securities;

• I n c reasing the revenue and p ro fi t a b i l i t y of the Group of

Companies and creating a value for the shareholders.

The Shareholders of the Company are OTE (99.9%) and

OTEConsulting (0.1%). The initial share capital amounted to EURO

2,197,500. Following the transfer of the real estate properties, the

share capital increased to the amount of EURO 452,457,954.3. The

purpose of the Company foresees a wide range of activities

expanding from the construction, development, utilization and

management of real estate up to any other kind of related technical

or commercial activity for real estate - regardless of their type, use

and ownership - in Greece and abroad. To this end, the Company

has the possibility to establish subsidiary companies,

consortia and unions to provide services related to its

main activity as well as companies investing in

p ro p e rties; in addition, it can co o p e ra te with

consulting firms, banks, financial inst i t u t i o n s ,

construction and engineering companies.

The Company envisages becoming one of the 3

major Real Estate Companies in Greece until 2004.

The procedure for the aforesaid transfer of real estate

p ro p e rties was initiated in September 2001,

following the resolutions made by the BoDs of OTE

and OT E e st a te and it was essentially “sealed”

t h rough the approving decisions made by the

General Assemblies of the Sharehlders of OTE and

OT E e st a te on January 28th 2002. T h e

implementation of certain actions is now left for the

completion of the transferring procedure (execution

of a notary act, entry of the relevant agreement to

the Records of Societe Anonymes, etc.).

For this transitional period and until the completion

of the transfer, OTEestate based on the Management

C o n t ract signed with OTE will p e rfo r m t h e

management of the Real Estate Properties.

Following the transferring:

• OTE will keep control of its real estate properties

under its current capacity as the exc l u s i ve

shareholder of the subsidiary company and, in any

case, with the majority package OTE possesses in

case the Company is floated on the Athens Stock

Exchange;

• OTE will become the lessee of OTEestate with

regard to the properties that it currently uses for its

own use;

Business Activities
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• The lease agreements will include a te r m

whereupon OTE will be entitled to dispose areas to

third parties, so that he may deal with collocation

requests;

• The maintenance of the buildings and the energy

infrastructure of the real estate properties to be

leased by OTE will continue to be performed by OTE,

based on the relevant provision in the lease contracts;

• OTEestate will provide a housing policy to OTE.

The main benefits anticipated from the activities of

the Company will yield following the achievement of

its strategic targets. Within this framework, the

following should be noted:

• Saving of at least 15% of areas for OTE, within a 5-

year period at the most;

• Reducing the operating housing cost by at least

15% within the same time period;

• Improvement of significant OTE’s business indices

(which are affected by its significant assets) and tax

discounts for the leases paid to OTEestate;

• Revenue coming from the utilization and

commercial operation of the Real Estate Properties

(sales, rentals, etc.);

• Rational dealing with the needs of the new

co m p et i t i ve te l e communication market fo r

collocation;

• Option to offer integrated Real Estate services,

d evelopment of “te l e communication” areas and

buildings (Data Centers, Carrier Hotels, etc.), “smart”

buildings, etc.

It is anticipated that within 2002 the business

a c t i v i ti e s of OT E e st a te (OTE and T h i rd Pa rt i e s

inclusive) will yield to the Company revenue over

than Drs 20 billion.

The magnitude of the anticipated revenue in

combination with the increase in the share capital,

fo l l owing the transferring of the real est a te

properties to OTEestate predispose for a leading role

and a dynamic course of the Company in the Real

Estate market and justify the optimism for the

achievement of this effort.

The fo l l owing Table includes the t y p e a n d

characteristics of the real estate property:

REAL ESTATE CHARACTERISTICS

NUMBER

PLOTS (total)

Un-built Plots*

BUILDINGS

STREETS

2215

255

2257

67

7,888,000

1,128,000

1,144,000

1,485,000

SURFACE
(m2)

The accounting value
of the real estate
properties amount to

EURO 481 million 
(Drs 164 billion
approximately), while
the commercial value is
estimated to be triple
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The 3 large fields in Loutsa (463,000 square meters), Spata

(103,000 square meters) and Pallini (122,000 square meters) are

included in the aforesaid Properties. The Press Village is to be

constructed in Pallini in the framework of the Olympic Games 2004

by the Subsidiary Company Pallini Village (OTE: 33%, Elliniki

Technodomiki & Aktor: 67%).

With the establishment and operation of OTEestate, OTE enters a

promising business sector, proving once more that it is a dynamic

factor in the Greek economy.

The Companies OTESAT - MARITEL are subject to merger (the

second one will be absorbed by the first one).

In December 2000 OTE’s BoD made a resolution for the said

merger aiming at the unified presentation of the Group in the

shipping market.

In March 2001 a common management was appointed keeping

both BoDs. In the commercial and technical aspects, the two

companies opera te as one, while the agreement of the

shareholders, OTE - shipping community is still pending.

The scope of OTESAT - MARITEL, in accordance with OTE’s BoD is

as follows:

• Provision of satellite services INMARSAT in the Greek and

worldwide market to the directions land - ship to ship

- land. OTE possesses 4.67% of the current share

capital (7th position) of INMARSAT;

• Provision of all needs of the Greek shipping

industry through:

- The exclusive provision of all services / products of

OTE Group of Companies;

- The settlement of ship radio-communication related

bills;

- The commercial utilization of “OLYMPIA” coastal

Station;

- The development and provision of specialized value

added services.

OTESAT - MARITEL in the Greek Shipping Market

INMARSAT:

• Possesses a 32% market share for the direction

ship - land in the two oceanic areas of

THERMOPYLES Station;

• P rovides sate l l i te te l e communication services

INMARSAT to all satellite systems (A, B, C, M, mini -

M, GAN and Fleet) through THERMOPYLES Station

and its associates;

• Crew telephony related services;

• GR01 and GR12 bills’ settlement;

• Integrated telecommunication solutions;

• Two-way messaging services between ships and

land;

• Value added services;

• OTE Group of Companies services.

The new Company envisages to take advantage of its

leading role in the provision of satellite services in the

Greek Shipping Industry, so as to gain one of the

leading positions in the worldwide market.

Business Activities
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The Subsidiary Company under the title “Pliroforion

Katalogou S.A.” and the trademark “InfOTE” was put

in operation in May 2001.

• The Company is activated on promoting and

advertising businesses and professionals through the

Telephone Directories in a printed and electronic

form.

• The Company envisages providing inte g ra te d

services to the customers, satisfying their needs

t h rough the provision of modern products and

services, maintaining its leading position in the Greek

Market with regard to the current products, offering

new products and services and expanding in foreign

countries.

• In 2001, the Company saw to the procedures

related to the secession of the Telephone Directories

from OTE and the gradual transfer of the works from

the Telephone Directories Department to the new

subsidiary company.

• It proceeded to the preparation of a Business Plan

and the initial Organization of the Company, so as to

provide a new dynamic in the market it addresses to.

• Experienced and skillful executives were seconded

from OTE to the new Company and InfOTE’s human

re s o u rces we re re i n fo rced with exe c u t i ves and

employees possessing knowledge in marketing, Sales

and Information Technology from the market.

• The Company publishes the Telephone Directories

of OTE, Yellow Pages and Blue Pages. The decreasing

rate of 5 to 10% of the past three years, with regard

to these products, was reversed and ended up to

increases from 4 to 8%.

• Design and planning for new products we re

performed that they will enter the market in the

future. The first product is the “Business-to-Business

G reek Blue Pages”, whose sale st a rte d at the

beginning of 2002, while its distribution will

commence in September 2002.

• The sales of e-mail and banners were promoted,

w h i l e f u rther d evelopment of the info r m a t i o n

databases accessible via Internet is in progress. Many

customers visit the site of InfoNET at www.xo.gr.

• The infrastructure for the processing and issuance

of telephone directories was modernized through

n ew softwa re tools. The CRM softwa re fo r

s u p p o rting the customers, the AU TO N O M Y

platform, as well as systems supporting decision -

making and the electronic processing of documents

were purchased.

• The company was certified by ISO 9001 and 9002.

• Door-to-door distribution of the Yellow Pages in

the 18 greater cities of the country was better

organized.
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On January 28th 2002, the Extrao rdinary Re p et i t i ve Genera l

Assembly of the Shareholders approved the secession of OTE’s

Telephone Directory Branch and its transfer to InfOTE.

InfOTE’s plan for 2002 is to increase its revenues by 20% and to

e n ter into new fields and products in order to cover all

preconditions for robustness and market share, in its effort to share

its dynamic presentation and profits with the investors following its

entering the Athens Stock Exchange, when the legislation allows it,

i.e. after the compilation of the third Balance Sheet.

OTE Consulting is a Consulting Company, active in the provision of

i n te g ra ted consulting and technological services. It holds a

significant position in the Greek market as well as in the respective

markets of the Balkans, Central Europe, Middle East and the Black

See.

OTE Consulting is a dynamic customer-oriented company aiming at

providing services of improved quality adapted to the needs of the

customers and the requirements of the market.

Being one of the major companies of this sector, it

provides services in Greece and abroad covering the

following fields:

• C o r p o ra te St ra te g y, analysis and inve st m e n t

assessment.

• Commercial strategy and development of sales

networks, market research and analysis.

• Design of net works, management of

telecommunication projects, compilation of technical

designs and studies of regulatory fra m ewo r k ,

completion of projects;

• O rganizational development, recruitment of

specialized exe c u t i ves, in-house training and e d u c a t i o n.

In addition, it part i c i p a tes in the Funding Pro g rams of

the European Union, undertaking the implementation

and management of projects, in co o p e ra t i o n

with i m p o rtant European Pa rtners in the

telecommunication field, such as ALCATEL, LUCENT,

THALES, Telefonica, etc. In 2001 it increased its

financial figures in terms of revenues and profits

before taxes, while its development course continued

in other fields too, such as:

Business Activities
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a. Development and expansion of the products and

services that it provides to its customers,

b. Expansion of its clientele by undertaking projects

of the private and public sector in Greece and

involvement in projects funded by the Community

Support Framework (CSF) III.

OTEConsulting has cooperated with the following

institutions and Companies:

• The National Technical University of Athens, the

National Technical University of T h e s s a l o n i k i ,

E.A.I.T.Y, etc.

• Greek Consulting Companies.

c. Expansion in the wider area of Balkans through:

• The full operation of its subsidiary company in

Rumania, under the title AT&BC - Ad va n c e d

Technology & Business Consulting

• The establishment and operation, as of September

2001, of its subsidiary company in Bulgaria under the

title ABTS - Advanced Technology Business Services;

• The completion of the feasibility study for the

establishment of a subsidiary company in Serbia.

d. Expansion of its cooperation at an international

level.

It has cooperated with the following companies:

• The Consulting Company Telcordia Technologies;

• The Company Dar Al-Handasah, whose presence in

the Middle East is quite significant;

• The American Company Argus Technologies, for

the provision of services related to data safety.

Finally, emphasis was given to the increase and

simultaneous development of the human resources;

OTE Consulting along with its subsidiary companies

employs approximately 100 skilful employees and its

target is to implement with own resources the

projects that the Company undertakes in Greece and

abroad.
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Pallini Village

In 2001, in the framework of utilizing the real estate property of the

Organization, the preparatory procedures for the utilization of the

former Radio station in Pallini were completed.

On 27.04.2001 a preliminary cooperation agreement was signed

with the Companies ELLINIKI TECHNODOMIKI A.E. and AKTOR

A.E. for the construction of building complexes to accommodate the

Mass Media Representatives during the Olympic Games; after the

Olympic Games these complexes will be configured to independent

residences which will be sold in the free market.

The anticipated revenues for OTE will be at least Drs 63.5 billion.

On November 15th 2001 the final agreement was signed with the

Organizing Committee of the Olympic Games “ATHENS 2004”,

while OTE established its subsidiary under the title:

PALLINI VILLAGE

AXIOPOIISSI AKINITOU OTE PALLINIS

DIMOSSIOGRAFIKO CHORIO

ANAPTIXEIS AKINITON S.A

This Company, in which the Companies ELLINIKI

TECHNODOMIKI A.E. and AKTOR A.E. will

participate, will manage the project related to the

utilization of the real estate property in Pallini (OTE:

33%, ELLINIKI TECHNODOMIKI and AKTOR: 67%).

The works for the construction of the village for the

press commenced in May 2002 and are to be

completed in May 2004, while the overall budget of

the Project amounts to Drs 19 billion.

OTE Insurance

The objective of the Company’s Management, with

regard to OTE Insurance, is to be incorporated along

with the remaining companies into the respective

individual field, where OTE will probably have a

minority i n te re st. The Organization is seeking

another company for an eventual cooperation.

OTE Leasing

Within the framework of the decision made by the

Management of the Company to focus on activities

exc l u s i vely associated with te l e co m m u n i c a t i o n

services, in October 2001 OTE decided to proceed to

the sale of OTE Leasing.

On 11/12/2001 the final agreement was signed

between OTE and the Group of Piraeus Bank and on

12/12/2001 OTE Leasing ceased its opera t i o n

following the transfer of the Organization’s shares to

the Group of Piraeus Bank.

Business Activities
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HELLAS - SAT C O N S O RTIUM LIMITED  

During the meeting of the Board of Directors No.

2642/21.08.2001, OTE made the decision to

participate with a percentage of 25% in the capital

share of the company under the title HELLAS - SAT

CONSORTIUM LIMITED, whose seat is in Nicosia,

Cyprus.

The Company’s activities will involve the operation

and utilization of sate l l i te systems and the

undertaking of projects or provision of services

related to satellites or satellite systems.

MULTICOM 

In the fra m ework of its pre p a ration for the

competitive market, OTE in July 2001, decided to

cooperate with third parties with regard to certain

activities for which there was inadequate knowledge

internally or which involve items whose internal

development may be proved to be uneconomical for

an Organization such as OTE considering that OTE

can acquire the necessary knowledge by purchasing

small size companies whose activities fall into the

field of the so-called new eco n o my (inte r n et ,

electronic supplies, etc.).

Based on the above decision, OTE bought 50% of

the Company Multicom, which is active in the

Internet related field having put into operation the

web site WIN.gr (E-Commerce Portal), as of May

2001.

The web site offers the possibility to make

comparisons among prices and technical features of

several products, to be informed through press-

releases, e-mail, etc.

Multicom’s future plan is to develop a web site for

on-line multi-utility services. 



international
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We listen to 
the wind of

opportunity

and create value



The Company’s vision is to become the Leading Provider in a

“market” of 60 million customers. 

OTE’s St ra tegic Plans for 2002 relating to the Inte r n a t i o n a l

Investments consists in the following:

• Aggressively seek to increase efficiency from the existing assets

and improve the operational performance, profitability and added

value of the current investments.

• To take advantage and strengthen its co-operations and synergies

in the Organization’s international investments;

• To apply strict performance criteria in relation to new

opportunities.

In order to implement the aforementioned objectives, OTE will

make an effort to “convert its international investments into

e n terprises” through its subsidiary co m p a ny “Inte r n a t i o n a l

Investments”.

OTE International Investments was established in November 2000,

in order to monitor and control the Organization’s investments

abroad. The purpose of the Company is to plan, to negotiate, to

introduce the implementation and to monitor the purchase of

co r p o ra te shares of te l e communication organizations and

enterprises and other similar investments, to provide any kind of

assistance towards the promotion of products and its subsidiaries at

management levels.

By expanding its clientele and creating value through the provision

of experience, know-how and technology, the Company has the

potential to be established as a telecommunication hub and to

strengthen its position in the European communications market.

Romania

In November 1998, OTE acquired through its 100%

OTE-owned subsidiary OTEROM (which changed its

title in 2001 to OTE International Investments), a

35% holding and managerial co n t rol of ROM

Telecom, the Romanian state telephone organization.

On 31/12/2001, ROM Te l e com had 5,068,462

installed phone connections, and the number of

c u stomers reached 4,000,000 approx i m a te l y. In

2001, 620,000 digital connections were installed and

digitalization reached 63.6%.

On 31/12/2001 the number of card telephones

reached 46,838.

A reduction of 2,732 was achieved in the size of its

wo r k fo rce; by 31/12/2001 it co n s i sted of

approximately 39,900 employees.

ROM Telecom’s target for 2002 is to increase its

customers by 200,000, increase digitalization to

68% and reduce personnel to 31,900 employees.

International investments
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Cosmorom

The operation of COSMOROM, the Mobile

Telephony Company - subsidiary of ROM TELECOM

commenced in May 2000 in Romania, utilizing the

DCS 1800 system.

At the end of December 2001, the number of its

subscribers exceeded 227,000 customers, its

coverage in terms of population reached 57%, while

its market share reached 5.8%.

COSMOROM’s plans for 2002 are, in line with the

business plan, to achieve a 75% coverage in terms of

population and to have more than 400,000

subscribers.

Serbia

In June 1997 OTE acquired a 20% holding in

Te l e com Serbia, the Serbian national

telecommunications monopoly.

Despite all the adverse circumstances of political

and economic instability (political changes,

devaluation of the dinar) Telecom Serbia secured a

s i g n i ficant increase in mobile phone customers at

the end of 2001, bringing the number of mobile

users  to 821,000, with geographical cove rage of

45% and population cove rage of 79%. T h e

co m p a ny’s market share reached 45%.

By 31/12/2001 Telecom Serbia had a total of

2,263,882 customers and had achieved 50.5%

digitalization, while telephone density reached

25%.

At the end of 2001, the Company’s workforce

was 12,713 employees.

The number of cardphones reached 5,000.

Telecom Serbia’s targets for 2002 are as follows:

• Increase the mobile phone customer base by

700,000,

• I n stall 110,000 new fi xed telephone co n n e c t i o n s ,

• Install 6,500 card phones,

• Increase digitalization to 65%,

• Launch internet service provision.

Armenia

In March 1998 OTE acquired 90% of the share

capital of Armentel, the Armenian st a te

te l e communications organization, which holds

exclusive rights to provide all telecommunications

services, including fixed and mobile telephony,

internet and data services.

On 31/12/2001 the Company h a d 5 3 1 , 4 5 6

connections in operation and had achieved 21.7%

digitalization, while the number of mobile

subscribers had reached 25,500 approximately.

On the same date the number of card phones had
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reached 630, and the company workforce numbered 7,159.

The Company’s target for 2002 is to extend digitalization to

43.8%, with more than 75% in Yerevan, while card-operated

mobile is to be introduced in o rder to raise the mobile cust o m e r

fi g u res.

Bulgaria

In January 2001, OTE acquired the license to operate the second

mobile communication GSM network in Bulgaria, for the amount of

USD 135 million. The Company Cosmo Bulgaria Mobile - with the

t rademark Globul - was established; OTE is the exc l u s i ve

shareholder of this company, which was put in operation in

September 2001.

At the end of 2001, the Company had approximately 138,000

subscribers and its network covered 40% of the population of the

country.

OTE has already forwarded the necessary procedures for Bank-

financing of the Company (on the rational of the “project finance”)

through the participation of international organizations, such as

EBRD.

FYROM

MTS.MOBILE T E L E C O M M U N I C AT I O N

SERVICES AD

In November 2001, OTE acquired the license to

operate the second mobile communication network

in FYROM, for the amount of USD 25 million and on

November 7th 2001, it established the Company

MOBILE TELECOMMUNICATION SERVICES AD, as

well as a 100% owned subsidiary co m p a ny in

Holland under the title OTE MTS HOLDING BV,

which will be the main shareholder of MTS. The

co m m e rcial operation of the Company will

commence in mid 2002 and its plan will be at the

end of 2002 to have developed a network with an

80% coverage in terms of geography, 95% coverage

in terms of population and to have its market share

close to 10%.

Ukraine

In Ukraine, OTE is active in the field of radio

co m m u n i c a t i o ns t h rough its participation in the

Ukraine Wave, a consortium responsible for installing

and operating a fixed radio communication network

in the area of L’viv in Western Ukraine. At the end of

2001, the number of its subscribers reached 2,909.

International investments
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The Company focuses on increasing the number of

its subscribers to 5,550 approximately at the end of

2002.

H oweve r, the Company is faced with serious

problems related to cash flow. Re-financing due to

these problems is not deemed advisable. Thus, OTE

reconsiders its participation in the said Consortium.

Jordan

In Jordan OTE and its subsidiary Hellascom Intl.

own 50% of the consortium Trans-Jordan for

Communications Services, which has been

granted a license to install and operate card

phones for a fifteen-year period.

In February 2002, 5,100 card phones had been

i n stalled, while the Company’s business plan

envisages the installation of a total of 6,500

phones by the end of 2002. 

The Company plans to become involved in the

provision of other telecommunications services in

view of the full deregulation of the domestic

market. One of its objectives is to extend the

Company’s activities into other countries in the

Arab world.

Yemen

OTE is a member of the consortium known as

YEMEN PAYPHONE COMPANY, made up of the

following members:

• Al-Ahmar Group (45%).

• Trans-Jordan for Communication Services LTD

(TJCS) (25%).

• H e l l a s com SA Te l e communication Company

(15%).

• OTE SA (10%).

• Edgo Management Group (E.M.G.) SA (5%).

The Company commenced co m m e rc i a l

operations in September 1999 and by the end of

February 2002 had installed 1,190 card phones,

with its business plan envisaging the installation of

a total of 4,200 over ten years. 
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human perspective



We are in the process of re-organizing our personnel. Aiming at

supporting the talented employees, especially after the complete

deregulation of the telecommunications in Greece in 2001, we

implement the following policy regarding the personnel:

• We continue the early retirement plan providing incentives aiming

at reducing the overall number of employees;

• We recruit personnel with the necessary specialization or know-

how. Recruitment focuses on covering the current and future needs

in telecommunication engineers, economists, financial specialists

and accountants, salesmen and personnel specialized on Marketing

and Information Technology;

• We train our staff in customer-oriented attitude. For example, we

have established various training courses for technicians, dealing

with customer related issues. In 2001, almost 10,000 employees

attended approximately 900 seminars on selected

subjects with the purpose to improve the quality and

efficiency of their performance;

• Our targ et is the co n stant revision of the

remuneration system, our goal is that each employee

is fairly compensated based on the market conditions

and we establish further incentives in order to

achieve and exceed the Company’s goals. In 2001

the OTE’s stock option plan was approved and will be

implemented for the Management, the high rank

executives and the employees of OTE.

In 2001, 1,216 persons departed, out of which 1,071

persons left by taking advantage of the early

retirement plan. The current early retirement plan

expires on December 31st 2002.

The early retirement plan along with the policy

i nvolving the recruitment of mainly specialized

personnel combined with the further training of the

employees whose skills have become obsolete and

the award to third parties of tasks performed so far

by our personnel resulted in reducing the number of

employees to 18,545 on 31.12.2001, as opposed to

19,604 on 31.12.2000 (5.4% decrease).

Human Resources
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We feel that the potentials of our newly recruited

personnel are equally important to the future

efficiency of the Company, as the reduction of the

total number of our employees.

We assess and readjust the remuneration packages,

so as to attract and keep the specialized staff required

by the telecommunications market.

During 2001, OTE, in implementation of Law

1568/85 and PD 95/99, set up an Inte r n a l

P rotection and Prevention Service co n s i sting of

Company Doctors and Safety Technicians, which

provides the necessary support to the employer in

order to fulfill his obligations towards the employees,

according to the applicable provisions of the Greek

Legislation concerning employees’ health and safety.

On the initiative of the Company’s Management, as

well as the Personnel Federation, a new era begins on

the relations of the Company with its employees. The

measures taken to improve the quality of life of the

employees are expanding to incorporate medical care

for the employees themselves and their families via a

Group Insurance Policy, at no charge to OTE staff,

covering: life and accident insurance, permanent total

disability and medical treatment. 

This supplementary insurance will be to the benefit

of all parties, since the insurance coverage provided

through the Group Insurance Policy is combined in

the best possible manner with the benefits of the

main social security fund, offering subst a n t i a l

assistance to the employees and their families. The

e f fo rt made by OTE’s Management with the

a s s i stance of OME-OTE will continue aiming at

adapting the remuneration package to the demands

of modern living.
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The Consortium OTE - Cosmote - OTEnet is the Grand National

Sponsor for the Olympic Games Telecommunications and has

assumed the obligation to co n struct the entire necessary

telecommunication infrastructure in order to support:

The Olympic Games;

The Special Olympic Games and

The Trial Events.

The Telecommunication infrastructure includes the following:

• Fixed Telephony;

• Mobile Telephony;

• Wireless (Multi-channel) Network (TETRA);

• Maritime Communications;

• Closed Circuit of Cable Television (CATV);

• Broadcasting Networking in cooperation with the Athens Olympic

Boradcasting;

• Olympic Games Information Technology Network;

• Other data Circuits.

The sponsorship also includes the construction of infrastructure, as

follows:

• One Call Management Exchange Center, which will be used by

ATHENS 2004, and

• One Telecommunication Control Center for the

Olympic Games and the respective Announcement

and Fault Repair Center.

In order to provide its services during the Olympic

Games, the Group of Companies, will proceed to

investments amounting to EURO 212.77 million

(Drs. 72.5 billion) aiming at using anew the major

part of these investments.

At the same time, OTE intends to proceed to

construction works - beyond those relating to its

sponsorship - such as the TV network of the giant

screens, the TV Security Networks and the internal

network of the Olympic Games, providing that these

works are assigned to OTE.

The anticipated reve n u es, based on curre n t

estimates, shall amount to EURO 84 million for OTE

and EURO 50 million for Cosmote. Concurrently, the

Group of Companies will be promoted in Greece and

abroad, aiming at taking a significant share in the

competitive market and increasing the value of their

shares.

Olympic games “Athens 2004”
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The sponsorship, in cash, amounts to Drs. 10 billion

and the Value in Kind to Drs 10 billion. In addition all

state-of-the-art services (such as ATM, DSL, V-sat,

etc.), as well as intelligent network services shall be

provided.

Works have already started through the construction

of the telecommunication infrastructure of the seat of

ATHENS 2004 S.A.

The remaining projects will commence in June 2002

through the installation of the fibre optic cable links

b et ween OTE buildings and the seve ral are a s

dedicated to the Olympic Games.

The re l evant equipment shall be installed in

approximately 60 areas dedicated to the Olympic

Games and in 40 OTE buildings. OTE Group of

Companies anticipates that the profits deriving from

this sponsorship will be greater than the value of the

sponsorship itself.

In particular:

• The use of the title of the Grand Sponsor in

advertisements, OTE leaflets and products for the

time period until the Games, as well as reference to

this title for an extended period after the Olympic

Games will contribute to the increase of its clientele

and the revenue of the Organization by an amount

higher than the value of the sponsorship.

• Facilities, supplies, promotion, utilization of the

accommodation package, as well as other benefits

that OTE will enjoy, being Grand Sponsor of the

Olympic Games, will ensure an extended publicity,

which would require a quite expensive advertising

campaign if it had to be achieved through other

conventional means.

• Its direct contact with the users of its services and

the perfect technical support these users enjoy will

improve the Organization’s prestige as a reliable

Telecommunication Provider in Greece and abroad.

• In order to support the Olympic Games, OTE will

construct state-of-the-art infrastructure and facilities,

which will remain after the end of these Games and

will contribute to the expansion of its network and to

its establishment among the most modern

Telecommunication Organizations.



OTE S.A. is one of the leading Group of Companies in Greece and

one of the first ten telecommunication Organizations in Europe.

Addressing itself to a market of approximately 60 million persons

extending in the wider area of SE Europe, OTE keeps on proving

that telecommunications are not exhausted at their technological

aspect. On the contrary, with an increased sense of responsibility,

p a rt i c i p a tes in matters of public inte re st contributing to the

development of the country and the social prosperity.

Being consistent, and sensitive in social affairs, OTE focuses its

interest in sponsorships that promote communication and are

distinguished for their prestige and Greek nature. At the same time,

it tries to st rengthen its relationships with the neighboring

countries, since through its investments it has a significant presence

in Balkans.

The sponsorship constitutes for OTE recognition of a reality, in the

framework of which business and offer to the society are not

different things but rather two expressions that complement each

other in a unified total.

OTE - Grand Sponsor of the Olympic Games

The return of the Olympic Games in the country of their origin is a

milestone for Greece and creates a unique opportunity for OTE to

link its name with the history, the authentic values and the land

where the Olympic Games were born and revived. 

Having proved in practice its interest in promoting the cultural

heritage and Greek features, OTE escalates its sponsorship activities

being the Grand Sponsor of Olympic Games 2004. Forming a

Consortium with its Subsidiary Companies COSMOTE and OTEnet,

OTE was appointed as the exc l u s i ve provider of all

Telecommunication Services and the grand Sponsor of the Olympic

Games 2004, the most important athletic and

cultural event of the forthcoming years.

In particular, the Consortium offered EURO 29.5

million in cash and EURO 29.5 million value in kind,

while it will cover at its expense the overall necessary

telecommunication infrastructure for the Games. For

OTE, the Olympic Games 2004, dealt by all as a

national bet, constitute a major business challenge,

due to the special role it will play for the

d evelopment of the suitable te l e co m m u n i c a t i o n

infrastructure prior to and during the Olympic Games

and due to the unique opportunity OTE is given to

approach and provide its services to a worldwide

audience. All employees participate in this effort.

C o n c u r rently with the announcement of the

sponsorship, the Consortium OTE - COSMOTE -

OTEnet “adopted” the athletes it will support until

the Olympic Games 2004. These are the Olympic

Winners Pyrros Dimas, Ko n stantinos Ke n te r i s ,

Katerian Thanou and Anastassia Kelesidou, as well as

the promising athletes Mihalis St a m a t oy i a n n a k i s

( s h ot-putting, the discus throwing), St av ro s

Ko u roupakis (vaulting), Le f teris Kara s m a n a k i s

( j avelin), Louis Tsantouma (long-jump), Maria

C h ot o kouridou (high-jump), Angeliki Ska r l a t o u

(Mistral wind-sur fing), as well as the Greek Volley-

Ball Team.

In the framework of its communication program,

OTE has drawn a specific action plan

( a d ve rtisements, marketing, pro m otion) bot h

towards all employees of OTE and towards the entire

population of Greece. For example, in 2001, Olympic

Winners along with OTE Group participated in major

events, such as the International Fair of Thessaloniki

and the National Telecard Exhibition “Filotelcard”. On

the occasion of Filotelcard, OTE issued two series of

telecards with Dimas and Thanou. However, OTE’s

contribution in sports is not exhausted with the

Social Profile

68 Annual
Report

2001



69Annual
Report

2001

Olympic Sponsorship. The Organization embraces

other popular sports, such as Football, Basketball,

Karate (2nd Worldwide Karate Championship), Chess

(Worldwide Chess Championship for Young People),

while it also supports other important athlet i c

organizations (“Tsiklitiria” Athens Grand Prix, 53rd

“Venizelia”, International Track and Field Games).

Feeling that Culture, Art and Entertainment is a

source for progress and an indication for prosperity,

OTE could not be absent from this field too. Evidence

of its continuous and consistent presence in the

cultural activities in our country is OTE’s support to a

number of music events (co n c e rts of Mikis

T h e o d o rakis), theate r, art (painting ex h i b i t i o n ,

publication of photographic album entitled “Grecia

Salentina - Song of the South) related activities.

Moreover, it sponsored the concerts of Jean Michel

Jarre given for the Association “Elpida” and of the

Symphonic Orchestra of Berlin performed to provide

support to the international programs of ACTION

AID HELLAS.

The Company’s contribution to programs promoting

business actions is also worth noting, such as the

sponsorship to the ECONOMIST Conference “THE

2004 OLYMPIC SUMMIT”, the 1st

Telecommunication Conference of ECONOMIST, the

3rd Panhellenic Scientific Conference for Health, etc.

In the framework of the philosophy that “business is

active not only in the frame of the economy but

within an changing socio-cultural environment”, OTE

d o n a ted modern tele-medicine systems to the

residents of the island “Gavdos”, as well as to

Hospitals in Epirus and Thessaly. In addition, it offered

a discount of 1000 tariff units on a monthly basis to

persons with special needs, handling with great

responsibility those persons and taking care for

“sensitive” social group of individuals.

An important part of the social policy followed by

OTE is the operation of the Center for the Provision

of Telephone Services to Deaf People, which covers

the needs of persons with hearing or speaking

problems all over Greece, as well as providing free

special equipment of “immediate assistance” to the

users of the service “Tele-assistance at home”.

Finally, by recognizing that children and youth are the

future of every country, OTE embraces the activities

of Well fare Associations and Organizations, such as

“To Chamoyielo toy Paidiou”, the Center for the

Treatment of Drug Addicted Persons-KETHEA and

UNICEF.

Being the only Greek business who has linked its

name with the “communication” of the Gre e k

people, OTE’s Management will keep on applying a

consistent sponsorship policy with an increased sense

of responsibility, expanding the social profile of the

Organization.

Cultural identity 

contributions guided  

by awareness and dedication
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OTE shares - changing values

By virtue of the resolution taken on 6-3-1996 at the General

M e eting of Shareholders, and in acco rdance with Law

2374/1996 ‘On the Sale of Shares in the Hellenic

Telecommunications Organisation S.A. (OTE) on the Athens

Stock Exchange and other provisions’, the share capital of the

Company amounted to three hundred and sixteen billion, four

hundred and ninety-nine million, one hundred and forty-eight

thousand drachmas (316,499,148,000), divided among four

hundred and twenty-one million, nine hundred and ninety-eight

thousand, eight hundred and sixty-four (421,998,864) ordinary

registered shares, each with a nominal value of seven hundred

and fifty (750) drachmas. Subsequently, by the resolution taken

at the Extraordinary General Shareholders Meeting of 14-6-

1997, the Company’s share capital was increased by twenty-

three billion, seven hundred and thirty-seven million, four

h u n d red and thirty-six thousand, two hundred and fi f t y

drachmas (23,737,436,250), by cash payment and the issue of

thirty-one million, six hundred and forty-nine thousand, nine

hundred and fifteen (31,649,915) new ordinary registered

shares, each with a nominal value of seven hundred and fifty

(750) drachmas. As a result of this new issue, the

share capital of the Company was increased to

three hundred and forty billion, two hundred and

thirty-six million, five hundred and eighty-four

thousand, two hundred and fifty dra c h m a s

(340,236,584,250), divided among four hundred

and fifty-three million, six hundred and forty-eight

thousand, seven hundred and seve n t y - n i n e

(453,648,779) ordinary registered shares, each

with a nominal value of seven hundred and fifty

(750) drachmas.

By resolution of the Ordinary General Meeting of

Shareholders held on 17-6-1998, the Company’s

share capital was increased by thirty-seven billion,

eight hundred and four million, sixty-five thousand

d rachmas (37,804,065,000), through capitalization

of reserves arising from the readjustment in value

of the Company’s property assets on 31-12-1996,

in accordance with Law 2065/1992, and through

the issue of fifty million, four hundred and five

thousand, four hundred and twenty (50,405,420)

n ew ordinary re g i ste red shares, each with a

nominal value of seven hundred and fifty (750)

drachmas. This issue raised the Company’s share

capital to three hundred and seventy-eight billion,

forty million, six hundred and forty-nine thousand,

t wo hundred and fifty dra c h m a s

(378,040,649,250), divided among five hundred

and four million, fifty-four thousand, one hundred

Information for Shareholders
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and ninety-nine (504,054,199) ord i n a r y

registered shares, each with a nominal value of

seven hundred and fifty (750) drachmas.

July 1999 saw the successful completion of the

fourth phase in the allocation of OTE shares. The

67.8 million shares sold, originally owned by the

Greek state, were allocated by public offering and

private investment both in Greece and abroad

(USA, Canada, Europe).

There was also a private allocation of 2 million

shares to OTE personnel.

The issue involved the sale of 13.7% of all shares

in the Company and reduced the Greek state

holding from 65% to approximately 51%.

There are now a total of 504,054,199 shares in

the Company.

Following resolutions of the General Meetings of

Shareholders in three consecutive years, 1999,

2000 and 2001, the Company embarked on a

buy-back of its own shares on the Athens and

New York Stock Exchanges, intended to bolster

the share price and improve the structure of the

Balance Sheet and the resulting indices. In the

financial year 1999 2,989,010 shares we re

bought back, in  year 2000 9,645,440 shares and

in the following year 836,870. On 31-12-2001

the Company owned 13,471,320 of its own

shares, i.e. 2.667% of the total share capital. 

On June 25, 2001, OTE’s general assembly of

s h a reholders approved the dual curre n c y

denomination of the share capital, namely that of

the Greek Drachma and of the Euro in accordance

with the provisions of Law 2842/2000. Thus, the

C o m p a ny’s share capital was fi xed at Drs.

377,864,230,280 and Euro 1,108,919,237.80,

reflecting 504,054,199 ordinary shares, with a

nominal value of Drs. 750 (rounded) and Euro

2.20 per share. As required by law, the conversion

and the rounding of the nominal value of shares

was effected through a share capital decrease of

Drs. 176,418,970 or Euro 517,737.26 with an

equivalent increase in “Paid-in surplus” in the U.S.

GAAP consolidated financial statemants.

In the financial year 2001 earnings per share (EPS)

amounted to 515.8 drachmas before tax and

274.3 drachmas after tax, calculated according to

U.S. accounting standards. Earnings per share for

the financial year 2000 were 720.9 drachmas

before tax and 429.5 drachmas after tax.
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On 31-12-2001 the Price/Earnings ratio per ADS was 10.9

before tax and 20.6 after tax, while for 2000 the corresponding

figures were 8.1 before tax and 13.55 after tax.

A dividend of 240 drachmas was paid for the financial year

2000, representing a yield in the order of 4.4% of the share

price at 31-12-2000. For the year 2001 the Board is

recommending a 240 drachma dividend, i.e. the same as in the

previous year and a yield in the order of 3.9%.

The dividend to be paid represents 94.9% of the profits

available for appropriation, after deduction of the legal reserve,

or 31.2% of the share capital. 

OTE holds the third place among other Euro p e a n

Telecommunication Operators, based on the performance of

their share, according to data by Meryll Lynch. In 2001, OTE

Group of Companies, achieved excellent results in all major

market sectors, despite the liberalization of the market and the

global decline of telecommunications. The Company’s share

increased in value by 15%, compared to the average index of

European Telecommunications (Dow Jones European Telecom)

fell by approximately 30%.

The Company’s strong financial presence and in

particular the increase in revenues and in EBITDA

margins, resulted in the Company taking the third

place among European te l e co m m u n i c a t i o n

companies regarding the performance of their

shares and the first place regarding its credit rating

by Moody’s and Standard & Poor’s which gave it

A2 and A grade respectively.

During the last two years, our management

established a Capital Management department,

with significant results. For the first time, a Greek

company, issued a Eurobond, loan collecting the

amount of Euro 1.1 billion, with low interest rate.

On securing this loan, OTE ensured low interest

borrowing for the next 7 years. Also for the first

time, a Greek company established a European

Medium Term Note facility for the amount of Euro

1.5 billion, which offers to the Group the

o p p o rtunity to finance its development and

expand the range of investments it attracts.

Information for Shareholders
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OTE share price and overall value of monthly volume of transactions 
over the year 2001

* Last session of month

January 5,956 7.9717.48 83,816,166,073 245,975,542.40 29,581,633

February 5,173 7.1315.18 46,781,539,456 137,289,917.70 14,881,684

March 5,173 6.6015.18 70,456,311,950 206,768,340.28 18,498,966

April 5,725 7.3016.80 59,097,085,877 173,432,387.02 9,359,316

May 5,616 6.8216.48 143,137,207,747 420,065,173.14 10,825,227

June 5,261 6.4115.44 131,795,257,971 386,779,920.68 16,139,397

July 5,650 7.0416.58 102,449,293,317 300,658,234.24 24,690,704

August 6,161 8.1218.08 75,013,142,591 220,141,284.20 30,483,384

September 6,059 7.9517.78 137,101,513,915 402,352,205.18 30,793,958

November

6,134 8.2218.00 76,479,858,556 224,445,659.74 30,414,581October

6,454 8.5018.94 97,136,016,118 285,065,344.44 26,867,662

December 6,236 7.6218.30 79,592,700,889 233,580,927.04 26,644,960

Month

OTE share on Athens Stock Exc h a n g e OTE share on NYSE

Price

(in

drachmas)*

Price

(in 

USD)*

Price

(in Euro)*

Value of total
volume

of transactions

for month 
(in drachmas)

Value of total
volume

of transactions

for month 
(in euro)

Value of total
volume

of transactions

for month 
(in USD)
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1. Information on the preparation of the OTE’s 
Annual Report and its Auditors.

1.1 Introduction

This Addendum to the Annual Report contains data regarding the current status, the development of activities, the results,

the strategy and the prospects of OTE and the companies of the Group, deemed necessary to sufficiently inform the

investors, in accordance with resolution no. 5/204/14-11-2000 (article 16) of the Board of Directors of the Stock Market

Committee

It is provided to investors, following publication of the annual financial statements, and in any case ten (10) working days

before the General Assembly of the Company’s shareholders.

1.2 Responsible Persons

The persons responsible for the preparation of this publication and the accuracy of the information contained within, are:

- Lefteris Antonacopoulos, Chairman of OTE’s Board of Directors and Managing Director

- Dimitris Kouvatsos , General Manager of Finance.

The above duly confirm that:

a) all information and data contained within are true and correct.

b) There are no other data and there are no other events or actions, non-disclosure of which would render all or part of

the information contained within to be misleading.

c) There are no judicial disputes or arbitrations, against OTE and its Group of Companies, which could bear any significant

effect in its financial status.

1.3 Auditors

The consolidated U.S. GAAP financial statements for each of the years ended December 31, 2000 and 1999 have been

audited by Arthur Andersen and SOL S.A., independent public accountants, while the consolidated U.S. GAAP financial

statements for the year ended December 31, 2001 have been audited by Arthur Andersen and SOL Ernst & Young.

1.4 Tax reviews 

OTE’s financial statements has been reviewed by the competent tax authorities until 1988. During the last review in 1988,

for the years 1995, 1996, 1997 and 1998, OTE was instructed to pay taxes of Drs. 13.9 billion. After the relevant

provisions for Drs. 5 billion were deducted, the amount of Drs. 8,9 billion was included in the profit and loss statement for

the year 1999. Tax review for the years 1999, 2000 and 2001 is currently in progress and an appropriate provision has

been recorded for that purpose.

1.5 Consolidated Companies

The following companies of the Group are fully consolidated in OTE’s consolidated financial statements for the year 2001.

1. Cosmote S.A.

2. Hellascom S.A.

3. OTE Estate S.A.

4. OTE Net S.A.

5. OTE SAT S.A.

6. OTE Consulting S.A.

7. Maritel S.A.

8. OTE Insurance S.A.

9. OTE Globe S.A.

10. InfOTE S.A.

11. OTE Plus S.A.

12. Pallini Village S.A.

13. OTE Business Customers S.A.

14. OTE PLC

15. Armentel

16. Hatwave

17. CosmoBulgaria Mobile

18. Mobile Telecommunication Services (MTS Skopje)

19. OTE Austria Holding

20. OTE MTS BV

21. OTE International Investments Ltd

1



2. Information on the Company

2.1 History and development of the Company

The Hellenic Telecommunications Organization S.A. was incorporated as a societe anonyme under the laws of the Hellenic
Republic in 1949, pursuant to the provisions of Law No. 1049/1049. The company is now operating as a societe anonyme
subject to the provisions of Law No. 2190/1920 on the operation of societe anonymes and Law N. 2937/2001.

The Company was the exclusive provider of public switched voice telephony in Greece and have provided local, long
distance and international communication services to Greek and foreign businesses, consumers and governmental agencies.

With effect from January 1, 2001, the period of exclusivity in the provision of public switched voice telephony services

expired and the market is now open to competition. Within the framework of the competition regulations and the
European Union policy objectives, OTE’s effort is to maintain its position as the dominant provider in the Greek
telecommunications market, by exploiting the enhanced capabilities of its network and restructuring its tariffs, as well as
expanding the range of its services and remaining actively involved in high - growth business areas.

In December 1995, OTE was granted the right to provide mobile telephony services throughout Greece using DCS 1800
technology. In October 1996, COSMOTE was established, to provide mobile telephony services and the DCS 1800 licence
was transferred to COSMOTE in April 1997. In May 1997, following an international tender, a 30% interest in COSMOTE
was sold to a subsidiary of TELENOR A.S., the leading Norwegian telecommunications company, for an aggregate purchase
price of Drs. 26 billion. COSMOTE began commercial operation in April 1998. In October 2000, COSMOTE completed an

initial public offering pursuant to which its shares were listed in the Athens Stock Exchange and its Global Depositary Shares
were listed in the London Stock Exchange. Following the offering, OTE’s interest in COSMOTE is 58.98% and TELENOR’s
interest is 18%.

Through OTEnet, OTE’s 80.2% - owned subsidiary which is the leading Internet Service Provider in Greece, the Company

has expanded its offerings to include Internet Protocol (IP) based products, services and applications. OTEnet offers Internet
access to residential and business customers, IP telecommunication services as well as e-business and content services.

Through OTEGlobe, OTE offers a complete range of services, in order to fully cover the national and international
telecommunication needs of large businesses. These include data communications (Frame relay, clear channel, ATM, VSAT),

IP/VPN solutions, voice communication solutions (VPN, VoIP, mobile telephony, Conferencing, Call Center, Intelligent
Networks). Furthermore, OTE through OTEGlobe serves other companies offering telecommunication services by
providing a wide range of services in Greece and abroad including wired, optical and satellite connections and bandwidth,
wholesale IP and data, voice wholesale, hosting and outsourcing.

OTE is also expanding into the area of business-to-business (B2B) electronic commerce through CosmoONE, a joint
venture of OTE, COMSOTE, two major Greek banks and Diinekis Plhroforiki which is the licensee in Greece of Commerce
One, a leading international business to business electronic commerce services provider.

Through OTE’s ISDN network, which covers the whole of Greece, the Company provides voice, video, text and data

transmission support. The Company continuously enhances its network and products through the introduction and
development of new applications, such as teleworking, telemedicine, teletraining, telebanking and teleshopping. OTE owns
the largest data network covering the whole of Greece, offering integrated services for data communications between
companies. The offered data services include packet-switched data communications transmission through the HellasPac I
and HellasPac II networks. Data services are also provided through the Hellascom network, OTE’s high speed digital

network for leased lines. The Company has already installed and implemented a public asynchronous transfer backbone
network (ATM), to serve as the basis for the nationwide broadband network. This network, named HellasStream, is
currently under commercial operation.

OTE has also made certain equity investments in public telephony operators in countries with cultural, economic or

historical ties to Greece. In June 1997, OTE purchased a 20% stake in Telekom Srbija, the public telephony operator in
Serbia, for a total of DM 675 million (approximately Drs. 106 billion or US$ 287 million). In March 1998, OTE invested
US$ 142.5 million for a 90% equity stake in ArmenTel, the Armenian public telephony operator, and in December 1998,
OTE purchased a 35% interest in Romtelecom, the Romanian public telephony operator, for US$ 675 million
(approximately Drs. 189 billion). In August 2000, a consortium of COMSOTE and TELENOR acquired an interest of 85%

in the share capital of Albanian Mobile Communications (AMC), the state-owned Albanian mobile telephony company for
a purchase price of US$ 85.6 million. In January 2001, OTE acquired a GSM-900 license in Bulgaria for a price of US$ 135
million and established Cosmo Bulgaria Mobile under the trade name Globul. In November 2001, OTE acquired the second
mobile telephony license in the Former Yugoslavian Republic of Macedonia (FYROM), for a price of US$ 25 million, and
established Mobile Telecommunication Services AD (MTS).

Following OTE’s initial public offering in 1996, its shares were listed and began trading on the Athens Stock Exchange in
April 1996. In June 1997, together its second offering of shares in the Athens Stock Exchange, OTE proceeded to an
international offering of its Global Depository Shares, following which the shares were listed and began trading on the
London Stock Exchange. As a result of this offering, the Greek State’s interest in the Company’s issued share capital was

2



reduced to approximately 75.1%. In November 1998, following the third offering of shares in the Athens Stock Exchange,
the Company’s American Depository Shares (ADS) were listed and began trading in the New York Stock Exchange. The
American Depository Receipts (ADR) constitute the certificates for the American Depository Shares (ADS).

The American Depository Shares (ADS) represent OTE shares held by the Depository Bank (Bank of New York), which

issues American Depository Receipts, pursuant to the Depository Agreement between the Company, the Depository Bank

and the relevant ADR holders. Each American Depository Receipt (ADR) represents the number of American Depository

Shares stated on it, while each ADS is equal to 1/2 of OTE share or the option for the same number of shares. The

American Depository Shares are negotiated in US Dollars. The American Depository Shares have been included in the

official list at the London Stock Exchange (LSE) and can be traded through the Automated International Securities and

Exchange System (SEAQ International) at the London Stock Exchange. They are also traded at the New York Stock

Exchange (NYSE). As a result of this offering, the Greek State’s interest in OTE’s issued capital share was reduced to

approximately 65.1%. In June 1999, OTE proceeded to a fourth offering of shares in the Athens Stock Exchange and the

second registered global offering of American Depository Shares at the New York Stock Exchange, which resulted to a

further reduction in the Greek State’s ownership interest in the Company’s issued share capital to approximately 51%.  In

Summer 2001, in order to reduce its interest in the OTE’s issued capital share, the Greek State opted to issue a Bond Loan

for Euro 1 billion, exchangeable to OTE shares. As a result, in August 2001, the Greek State’s interest in the Company’s

issued share capital was reduced to approximately 42%.

On June 29, 2000, the Company’s general assembly of shareholders resolved to amend the Company’s Articles of

Incorporation. Pursuant to this amendment, the Executive Corporate Governance Committee was established, whose role

is to secure coordination within OTE’s group of companies. The number of members of OTE’s Board of Directors was

increased to fifteen (15).

On June 25, 2001, OTE’s general assembly of shareholders approved the dual currency denomination of the share capital,

namely that of the Greek Drachma and of the Euro, in accordance with the provisions of Law 2842/2000. The nominal

value of OTE’s shares was set at Drs. 750 (rounded) and Euro 2.20 and accordingly, our share capital decreased by Drs.

176 million with an equal increase in paid-in surplus.

On September 4, 2001, the extraordinary general assembly of shareholders decided upon the amendment or abolition, as

the case may be, of Articles 7, 8, 10, 11, 12, 18, 31 and 39 of the Company’s Articles of Incorporation, and upon the

codification of OTE’s Articles of Incorporation. These amendments mainly refer to the participation of the Greek State in

OTE and its Board of Directors, and was considered necessary, following the ratification of Law 2843/2000 which granted

to the Greek State the option to transfer more than 51% of OTE’s issued share capital. Furthermore, following the

completion of the issue of bonds convertible to OTE shares, the Greek State is no longer the single owner of the majority

of OTE’s issued share capital. Following such changes, the Company’s Board of Directors will be elected by the General

Assembly of Shareholders in accordance with the provision of Codified Law No. 2190.1920 regarding the operation of

“societe anomymes” and the provision of article 29 of Law No. 2937/2001 and the consequent compliance of the

Company’s Articles of Incorporation.

On January 28, 2002, the extraordinary general assembly of shareholders approved the spin off and the transfer of sectors

related to Directory Services, International Infrastructure and Services and Real Estate, respectively, to the Company’s

subsidiaries InfOTE S.A, OTEGlobe S.A. and OTE Estate S.A. respectively.

At the same time, the general assembly approved the amendment of article 5 of the Company’s Articles of Incorporation

resulting in the future quotation of the value of the Company’s share and share capital exclusively in Euro. It also approved

the amendment of article 2 of the Company’s Articles of Incorporation concerning the Company’s scope of operation, by

including a new paragraph, allowing OTE to also “procure, distribute and sell all types of products that advertise and

promote the Athens 2004 Olympic Games.” The general assembly also approved OTE stock option plans to be offered to:

a) OTE employees and b) the executives of its associated Greek companies not listed in the Athens Stock Exchange,

pursuant to P.D. 30/1988.

On March 13, 2002, the extraordinary general assembly of shareholders elected a new Board of Directors comprising of

the following fifteen (15) members: 1) Antonacopoulos Lefteris, 2) Skarpelis George, 3) Manasis Nikolaos, 4) Argyropoulos

George, 5) Polyzogopoulos Christos, 6) Papakonstantinou George, 7) Tamvakakis Phaedon, 8) Georgantopoulos Michalis,

9) Panas Spyros, 10) Mandila Lana, 11) Tamvakakis Apostolos, 12) Veniamis Theodoros, 13) Spanos Crhistos, 14)

Georganas Iakovos, 15) Aggelou Lazaros.
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2.2 Corporate Strategy - Targets

The main target of our strategy is to deliver increasing value to our shareholders.

In 2002, OTE’s strategic objectives are:

• focus on customer service and satisfaction, in order to reinforce their current preference to the Company, and to provide

advanced products and services that will be suited to their needs and demands, thus enhancing the Company’s

competitiveness in the liberalized market.

• focus on high growth business areas, mainly on mobile, services over IP and Internet, utilizing and further enhancing our

network’s capabilities.

• strengthen the Company’s presence in the wider region in South Eastern Europe, focusing on the existing international

investments, aggressively seeking to improve efficiency from the existing assets by exploiting the synergies within the

Group’s companies.

• Optimize corporate governance and performance through corporate restructuring and the allocation of responsibilities

to various management levels.

The Company’s investment program in 2002 is progressing as follows:

• 685 million Euro for fixed telephony investments including the investments made by Armentel

• 355 million Euro for investments in mobile telephony

• 230 million Euro, for possible increase to the share capital of ROM Telecom.

2.3 OTE and Group Business Activities

OTE is the dominant provider of public switched voice telephony in Greece. OTE provides local, long - distance and

international telecommunication services to Greek and foreign businesses, consumers and government agencies. In

addition, it offers its customers a range of technologically advanced services including mobile telephony, internet access,

integrated service digital network, high - speed data communications, telex and telegraphy, audiotex, telecards and

directories. The Company expects demand for its recently introduced offerings to reflect the increasing interest in these

services and it has upgraded and expanded its infrastructure in an effort to meet our customers’ growing needs for a

complete range of telecommunication services. OTE is one of the largest companies in Greece, based on its capitalization,

and the domestic and international fixed telephony services remain its core business. During the year ended December 31,

2001, we generated 62.7% of our revenues from these services.

Greece has progressively liberalized its telecommunications sector. Under European Union, and Greek law, OTE had the

exclusive right, until December 31, 2000, to install, operate and commercially exploit the Greek public fixed

telecommunications network and to provide public switched voice telephony services. To meet the challenges of a

competitive environment and to ensure that OTE remains the dominant provider of public switched voice telephony in

Greece, following the liberalization of the market for these services on January 1, 2001, the Company has invested heavily

in enhancing the capabilities of its network to offer an expanding range of products. OTE is also re-balancing its tariff

structure, streamlines its workforce to promote organizational resilience and improve productivity and enhance its

customer service to foster customer loyalty.

Fixed Telephony

During the past several years, OTE has invested heavily in the digitalization of its network. Digitalization enables the

Company to charge local calls on a time basis, to increase call quality and completion rates, to provide enhanced services

to its customers, to reduce maintenance costs, as substantially fewer employees are required to maintain a digital exchange,

and permits to retrieve customer and traffic information for corporate planning, costing and marketing purposes. As of

December 31, 2001, there were 6,070,659 access lines installed (102,000 of which are of type V5.1) of which 5,802,559

access lines (95.58%) were connected to digital exchanges and 268,100 (4.42%) were connected to analogue exchanges.

Moreover, 5,607,726 access lines were in service. In Athens and Thessaloniki, the two largest urban centres in Greecethat

generate the heaviest traffic volume, all of the lines are connected to digital exchanges. Digitalisation to trunk network is

100%, while the digitalization of the local access network is developing satisfactorily, through the combination of the

suitable technologies, including the upgrades in the copper infrastructure, fiber optics, wireless access, etc.

In 2001, the volume of traffic reached approximately 32.3 billion minutes. The volume of traffic includes test calls, company

and all other non-chargeable calls. It does not include the duration of calls made through analogue exchanges.

At the end of 2001, the number of cardphones reached 63,849

OTE continues to develop value added services, to better serve its customers. In 2001, the way the personal voice mail

service is being offered has changed. From March 2001 this service is provided to the customer with the indirect diversion

activated. This change brought a significant increase to the demand for this service from OTE’s customers. As a result in

2001, OTE had 94,452 new customers with their own voice mailboxes, and the total number voice mail customers reached

296,424. In addition, we began offering CLIP and CLIR services to our PSTN customers.
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Tariff Rebalancing

The prevailing legislation stipulates that the main tariffs of OTE, being the dominant operator in the telecommunication

market, shall be cost-oriented and that there will be no cross-subsidization between the different products and services.

In the recent years OTE responded to the above requirements by rebalancing its tariffs, in order to achieve the target of

offering cost-oriented prices for its products and services.

To this end, OTE gradually increased its local call tariffs and rental charges, as they were significantly lower than their cost,

and reduced the long distance\domestic and international tariffs. As a result, the current telephony services tariffs are fully

cost oriented without any cross-subsidization.

Similar readjustments (increase and decrease in tariffs) were applied to the charges for leased lines as well.

The charges for the principal telecommunication services (telephony and leased lines charges), have been approved by the

Regulating Authority (EETT) regarding their orientation to the cost, and are in force since January 27, 2002 (telephony

tariffs) and January 13, 2002 (leased lines).

As of January 21, 2002, the main changes to the telecommunication tariffs include:

• the price of a local call was increased, from 9 drachmas to 10.5 drachmas per 1 minute, or 2 minutes during peak and

off-peak rates respectively (an increase of 16.6%).

• long distance domestic calls: cost savings to long distance connections brought significant reductions to the respective

tariffs.  On March 4, 2001 the charges of long-distance domestic calls (distance greater than 45 km between nodal points

in different perfectures) were reduced from 40 drachmas to 28 drachmas per minute. For long distance calls the same

charges apply on a 24 hour basis. 

• In international calls: tariffs for zone I were reduced from 94 drachmas per minute to 84 drachmas per minute (a

reduction of 10.7%), while tariffs for zone II were reduced from 130 drachmas per minute to 100 drachmas per minute

(a redyction of 23%) and from 115 drachmas per minute to 100 drachmas per minute (a reduction of 13.1%) for peak

and off-peak rates respectively. Tariffs in the other zones remain unchaged. The above reductions brought a weighted

average decrease to international call rates of approximately 10%.

Charges for calls from fixed to mobile for Panafon and Telestet remained unchanged in 2001, while the charge for calls to

Cosmote mobile numbers was reduced from 110 drachmas to 98 drachmas per minute. These charges are set depending

on the policies of the respective mobile operators.

Basic rental charges were increased from 2,400 drachmas to 2,800 drachmas, in the course of gradually becoming fully

cost oriented.

In January 2002, the tariff for local calls was set to 8.9 drachmas or 0.0026 Euro per minute from 10.5 drachmas or 0.0308

Euro per minute and is now applied on a 24 hour basis. This change brought a weighted average decrease of 11%. Long-

distance calls were reduced from 28 drachmas or 0.082 Euro per minute to 21.45 drachmas or 0.0063 Euro per minute

(a decrease of 23% approximately). This change applies on a 24 hour basis. In January 2002, in leased lines, there was an

increase of 15% in analogue local lines and reduction in digital local lines between 33% and 47% depending on their

category. In analogue long-distance lines charges were decreased by 17% and in digital long-distance lines charges were

reduced from 29% to 46% depending on the category. Basic monthly rental charges for a main telephone connection

reached 3,400 drachmas or 9.98 Euro, (from 2,800 drachmas or 8.21 Euro) to reflect the cost. An Increase of 21.4%.

Enterprise Costing System (EKOS)

In line with its obligations to provide cost - oriented tariffs for its Access Services, Fixed Telephony and Leased lines services,

OTE received the approval of the regulating Authority (EETT) for the submitted in 2000, methodology of “Fully Distributed

Cost” (FDC)

The new tariffs announced in March and October 2001, were prepared by OTE on the Fully Distributed Cost methodology

and approved by the Regulating Authority. The Enterprise Costing System was audited and tested by an external

independent company, appointed by the Regulating Authority as stipulated by the relevant legislation, regarding the validity

of the 2000 historical data and the data forecasted for 2002. The resulting audit report, which also includes some

suggestions for improvements to the system, enabled the Regulating Authority to approve the produced results and accept

the tariffs proposed by OTE.

Regarding the interconnection charges, OTE began in 2001 to develop the methodology of “Long-range incremental cost”

(LRIC), as defined in EU recommendations, adopting a top down approach. This methodology requires the readjustment

of historical values of the Company’s assets to current values (CCA). The Long-range Incremental Cost Methodology was

submitted to the Regulating Authority, which approved the basic principles that were followed, and the Company provided

the required clarifications by responding to a lengthy questionnaire from the Regulating Authority. Final approval and audit

of the methodology and th eproduced results is expected in the near future.
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Data Services

OTE possesses the largest data network in Greece, offering integrated data communication services to businesses and

professionals. Data services include data packet transmission through the HellasPac I and II networks. The installed capacity

of the HellasPac I and II networks in 2001 reached over 14,000 ports. Data services are also provided by Hellascom

network, the digital high speed network for leased lines. The network’s circuits in operation in 2001 reached 9,136.

OTE intends to cease operation of the Hellastel teletext network by June 30, 2002, and has taken all relevant necessary

actions.

Leased lines

The Company meets significant demand for 2 Mbit/s, 34 Mbit/s, 155 Mbit/s digital lines and for Hellascom network leased

lines. OTE customers include Stet Hellas, Vodafone, large banking corporations and the Greek Television.

In 2001, 7,068 new leased lines were activated (5,880 local lines and 935 long-distance and international lines). The total

number of leased analogues lines is being reduced since customers are now served by alternative networks (Hellascom,

HellaStream). 

ISDN

The Integrated Services Data Network (ISDN) offers nation-wide coverage. On December 21, 2001, there were 276,025

basic access lines installed and immediately available to our customers, while there were 340,000 lines pre-installed.

Installed capacity for primary access lines reached 8,206. At the end of 2001, we were serving 199.033 basic access

customers and 5,385 primary access customers.

BroadBand Network

An Asynchronous Transfer Mode network has been already installed and is in operation. This network will serve as the

backbone for the development of a nation-wide broadband network. By December 31, 2001, a total of 49 points-of-

presence (pop’s) / nodes were installed (42 access points and 7 trunk points). The tariffs were decided and the commercial

operation of the ATM network named HellasStream began in May 2000. In December 31, 2001, the number of

connections in operation reached 354. Furthermore,  pilot operation of ADSL(asymmetric digital subscribers lines) services

began in 2001. 

The Company plans to begin offering ADSL services in 2002, at 200 points throughout the country with a total network

capacity for 12,000 customers.

Also in 2001, OTE planned for the provision of wireless broadband services through the LMDS system. Based on the LMDS

(Local Multipoint Distribution Services) technology, this network will satisfy the need of the market for high quality

broadband access communications. The network will provide ATM, frame relay, leased circuits, circuit emulation and IP

services. The system will be operated at 25 GHz, in 2002, by Cosmote that will offer the respective services. In addition,

at a later, second stage, OTE will install and operate 3.5 GHz systems, to serve longer distance customers. 

Furthermore, the Company will soon offer new IP network data services, through the new IP/MPLS data network,

considering the latest technological development and the current market trends.

The Company also plans to offer satellite transmission (uplink - downlink) technical infrastructure services to interest

customers, including television stations, radio stations and pay-TV. The digital broadcasting platform will also support

interactive multimedia television services. In addition, OTE is ready to offer broadband IP services via satellite using the

transceiver leased on the EUTELSAT-HOTBIRD-3 satellite for digital television services and the transceiver leased on

EUTELSAT-W2 satellite for digital broadband IP services.

Strategic Business Unit (OTEPLUS)

OTEPLUS was established in October 2001 and its purpose is to cover the needs of the market offering value added

Products and Services, taking advantage of the convergence between telecommunication and information technology and

providing services which are based on the Intelligent Network, Telematics and Audiotex platform.

The scope of OTEPLUS is to plan, develop, dispose, sell and support telematics related services, and more specifically

“packages” related to tele-working, tele-training, tele-medicine, tele-conference, audiotex and tele-voting, as well as

intelligent network services and products (Freephone, Onephone, Time-Card, Premium Rate, UPT, VPN, Voice Portals).

COSMOTE

COSMOTE was established in 1996 by OTE with the purpose to provide mobile telephony services throughout Greece,

using the DCS 1800 technology. The license for the operation of the mobile telephony was transferred to COSMOTE

through Law 2465/1977. Further on and following an international tender, the Norwegian Telecommunication Company
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TELENOR-B Invest AS was selected as partner of COSMOTE. The business scope of COSMOTE is the provision of mobile

telephony services, as well as other wireless telecommunication services in Greece. Today, OTE possesses 58.98% of

COSMOTE.

On December 31st 2000, COSMOTE’s number of subscribers was 2,943,532, presenting an increase of 42.8% as

compared to the respective number in 2000, while its market share was 37% based on the overall number of customers

with contracts and pre-paid cards in Greece. The company possesses the leading market share, in terms of customers, based

on contracts with 1,461,767 subscribers on 31.12.2001 and market share amounting to 49.8%. At the end of 2001,

COSMOTE had in operation 2,206 base stations, while its network covered 99.5% of the Greek population, approximately

84.3% of ground and 90% of the Greek territorial waters.

The basic strategic target of COSMOTE is to utilize every advantageous opportunity in the mobile telephony market which

is under development and evolution. To achieve this objective, COSMOTE bases its strategy on the following points:

• Full utilization of the advantages provided by the technological superiority of its network;

• Continuation of its simple and clear tariff policy;

• Development and promotion of advanced value added services, accessible by all its customers;

• Increase in revenue through corporate clients;

• Provision of services of high quality to its customers and further decrease of disconnections;

• Further improvement of the communication for the products and services of COSMOTE, optimization and expansion of

selling and distribution network;

• Continuation of its policy relating to selective investments abroad.

COSMOTE’s vision is to become one of the best mobile telephony companies in Europe at all levels (market share, quality

of services and profits) and to provide a constantly increasing value to its shareholders.

OTENET

OTEnet, in which OTE holds 82% is the main provider of Internet services in the Greek Market, offering access to the

internet and fully integrated and flexible IP solutions. During 2001, the Company developed numerous and new

applications and products, covering the entire spectrum of the Internet value chain (access to the internet, IP

telecommunication services, and e-business and content services). On December 31st 2001, the number of dial-up active

subscribers of OTEnet was 156,000, compared to the respective number on 31/12/2000 (approximately 94,000), there

was an increase of 66%. Based on the above data, it is estimated that OTEnet possesses a percentage over than 44% of

the Greek market in terms of subscribers (dial-up).

Its success during 2001, made OTEnet set more ambitious goals for 2002. In the framework of its co-operations, OTEnet

aims at enriching the services it provides, so as to offer integrated IP solutions making Internet the “tool” for personal and

professional use. OTEnet seeks for sources of revenues based on the usage of the services and not only just on the

subscription for simply accessing the Internet.

OTEnet contributes towards the expansion of Internet usage, promoting novelties and pioneer behaviors. It assists the

Greek citizen to become a more effective user of the Internet and become more familiar with the new technologies.

In addition, OTEnet actively contributes to the business development of the country. It is close to every business - regardless

of its size - that intends to use new technologies. 

Its business plans for 2002 focus on the two following items: consumer products and business solutions. OTEnet aims to

capitalize all efforts made in 2001, so as OTEnet may be the leading Company in the fields of its activities,  creating at the

same time further value for its shareholders. 

OTEGlobe

This Company is a subsidiary Company of OTE. OTEGlobe was activated in October 2000. In order to cover in full the

national and international needs of major businesses, it offers integrated services such as: Data Solutions (Frame relay, Clear

Channel, ATM, VSAT), IP VPN Solutions, Voice Solutions (VPN, VoIP, Mobile Telephony, Conferencing, Call Center,

Intelligent Networks). In addition, in order to cover the needs of the telecommunication companies in Greece and abroad,

OTEGlobe offers various services, such as: Wire, Optic and Satellite capacity and link, Wholesale IP and data, Wholesale for

Voice, Hosting, Outsourcing.

Already, OTEGlobe is the most powerful telecommunication entity in Greece, with a wide clientele comprising of the largest

groups of companies, public organizations and telecommunication companies. Ever since the first year of its operation,

OTEGlobe has concluded agreements for international telephony services and network solutions, which are currently

executed. Moreover, in the framework of its expansion, it has concluded strategic agreements with telecommunication

companies of an international range.

Following the Extraordinary Repetitive General Assembly of OTE Shareholders, dated January 28th 2002, a decision was

made for the transferring and the exclusive management of all international network infrastructure of the OTE Group of

Companies by OTEGlobe; in this way OTEGlobe became one of the major telecommunication companies in Greece and

one of the most important players in the area of the SE Europe and Middle East.
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CosmoONE

CosmoONE is the first Company in Greece which developed e-commerce related services for businesses. As of the

beginning of 2001 the Horizontal Electronic Market b2bmarketsite has been put into operation by CosmoONE, which also

offers the Electronic Auction Services b2bauctions. CosmoONE was established in June 2000. OTE, COSMOTE, the

National Bank of Greece, ALPHA BANK and DIINEKIS PLIROFORIKI (representative of the American Company Commerce

One Inc.) participate in the share capital of CosmoONE.

Today CosmoONE possesses the leading position in the Greek Market of the e-commerce b2b. It is stressed that in 2001

transactions related to the b2bmarketsite Supplies accounted for EURO 54.8 million. The placement of orders concerned

PCs (61%), Stationery (19%) and mobile telephony items (16%). Some of the Companies participating in the electronic

market of CosmoONE are the following: ALPHA BANK, ARGYROMETALLEVMATON & BARYTINIS, GERMANOS,

COMPAQ, COSMOTE, DROMEAS, GOODYEAR DUNLOP, NATIONAL BANK OF GREECE, EAV, IBM, INFO QUEST,

INTRASOFT, M-DATA, OTE, PC SYSTEMS, PLAISIO COMPUTERS, POULIADIS AND ASSOCIATES, SANYOCOM, SATO,

XEROX, etc.

The Business Plan of CosmoONE for 2002 includes the development of vertical markets and the expansion of the range

of services it provides based on technology. In more detail, the Company’s plan is to expand its services in procurement

related issues, providing solutions related to finding candidate suppliers and to their selection (sourcing) methods, through

tools for on line creation of RFI/RFQ/RFP and respective tools for their evaluation (sourcing intelligence and contract

management). Moreover, it is foreseen that other services may be developed regarding major companies, such as: supply

demand aggregation and Electronic Bill Presentment & Payment. CosmoONE’s plans include the training and familiarization

of Greek Enterprises - including those of the Public Sector - with the issues related to e-commerce. In addition, the

Company has initiated its cooperation with major Consulting Firms aiming at developing and evaluating investment plans

for E-Commerce related fields. It is worth mentioning that within 2001, a total of 105 businesses used - at least once -

the services of CosmoONE, either through their participation in Electronic Auctions or through the use of electronic

supplies system.

Hellascom International

The Company was established in 1995 and aims at undertaking telecommunication “turn-key” projects in Greece and

abroad. Hellascom presents itself either as a company constructing telecommunication projects or as a partner in operation

companies in 13 countries in Balkans, Eastern Europe, Eurasia and Near East. The activation of the Company in the field of

“smart buildings” is promoted, while the undertaking of construction projects in Greece is also sought.

In 2001, Hellascom exhibited a quite significant financial progress, since as compared with the previous year:

• Its revenue increased by 150% (from EURO 18.3 to 45.8 million)

• Its operation results were increased by 130% (from EURO 2.0 to 4.6 million);

The Company’s plans for 2002 are:

• To undertake new projects and to expand its activities in new countries;

• To complete most of the projects under construction;

• To enter in new fields of activities;

In particular:

• A significant expansion of the Company’s activities is anticipated through the undertaking of new major projects in

Romania and FYROM;

• The activation of the Company in the field of “smart buildings” is under progress. The target of the Company is the

development of an integrated solution for the tele-management of building automation, as well as their conversion into a

connecting portal to the “field of information” and to the new services;

• The undertaking of construction Projects in Greece (Olympic Games, etc.) is sought;

• An increased turnover along with the respective operational results is to be achieved.

OTE Estate

On August 29th 2000, OTE’s Board of Directors made a resolution related to the establishment of a Subsidiary Real Estate

Company and the transfer to this Company of the entire Real Estate property of OTE. The purpose of the Company

foresees a wide range of activities expanding from the construction, development, utilization and management of the real

estates up to any other kind of related technical or commercial activity for real estate - regardless of the type, use and

ownership regime - in Greece and abroad. To this end, the Company has the possibility to establish subsidiary companies,

consortia, unions to provide services related to its main activity as well as companies investing in properties; in addition, it

can cooperate with consulting firms, banks, financial institutions, construction and engineering companies.

The Company envisages becoming one of the 3 major Real Estate Companies in Greece until 2004. The procedure for the

aforesaid transfer of real estate properties was initiated in September 2001, following the resolutions made by the BoDs

of OTE and OTEestate and it was essentially “sealed” through the approving decisions made by the General Assemblies of

the Shareholders of OTE and OTEestate on January 28th 2002. The implementation of certain actions is now left for the

completion of the transferring procedure (execution of a notary act, entry of the relevant agreement to the Records of

Societe Anonymes, etc.).
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InfOTE

The Subsidiary Company under the title “Pliroforion Katalogou S.A.” and the trademark “InfOTE” was put in operation in

May 2001.

• The Company is activated on promoting and advertising businesses and professionals through the Telephone Directories

in a printed and electronic form.

• The Company envisages providing integrated services to the customers, satisfying their needs through the provision of

modern products and services, maintaining its leading position in the Greek Market with regard to the current products,

offering new products and services and expanding in foreign countries.

•  In 2001, the Company saw to the procedures related to the secession of the Telephone Directories from OTE and the

gradual transfer of the works from the Telephone Directories Department to the new subsidiary company.

• It proceeded to the preparation of a Business Plan and the initial Organization of the Company, so as to provide a new

dynamic in the market it addresses.

On January 28th 2002, the Extraordinary General Assembly of the Shareholders approved the secession of OTE’s

Telephone Directory Branch and its transfer to InfOTE.

InfOTE’s plan for 2002 is to increase its revenue by 20% and to enter into new fields and products in order to cover all

preconditions for financial strength and market share, in its effort to share its dynamic presence and profits with the

investors following its floating into the Athens Stock Exchange, when the legislation allows it, i.e. after the compilation of

the third Balance Sheet.

OTESAT - MARITEL

The Companies OTESAT - MARITEL are subject to merger (the second one will be absorbed by the first one).

In December 2000 OTE’s Board of Directors made a resolution for the said merger aiming at the unified presentation of

the Group in the shipping market.

In March 2001 a common management was appointed keeping both Board of Directors. In the commercial and technical

aspects, the two companies operate as one, while the agreement of the shareholders, OTE - shipping community is still

pending.

OTE CONSULTING

OTE Consulting is a Consulting Company, activating in the provision of integrated consulting and technological services. It

holds a significant position in the Greek market as well as in the respective markets of the Balkans, Central Europe, Middle

East and the Black Sea.

OTE Consulting is a dynamic customer-oriented company aiming at providing services of improved quality adapted to the

needs of the customers and the requirements of the market.

Being one of the major companies of this sector, it provides services in Greece and abroad. 

Pallini Village S.A.

In 2001, in the framework of utilizing the real estate property of the Organization, the preparatory works for the utilization

of the former Radio station in PALLINI were completed.

On 27.04.2001 a preliminary cooperation agreement was signed with the Companies ELLINIKI TECHNODOMIKI A.E. and

AKTOR A.E. for the construction of building complexes to accommodate the Mass Media Representatives during the

Olympic Games; after the Olympic Games these complexes will be configured to independent residences which will be sold

in the free market.

The anticipated revenues for OTE will be at least Drs. 63.5 billion. On November 15th 2001 the final agreement was signed

with the Organizing Committee of the Olympic Games “ATHENS 2004”, while OTE established its subsidiary under the

title:

PALLINI VILLAGE

AXIOPOIISSI AKINITOU OTE PALLINIS

DIMOSSIOGRAFIKO CHORIO

ANAPTIXEIS AKINITON S.A.

This Company, in which the Companies ELLINIKI TECHNODOMIKI S.A. and AKTOR S.A. will participate, will manage the

project related to the utilization of the real estate property in Pallini (OTE: 33%, ELLINIKI TECHNODOMIKI and AKTOR:

67%).

The works for the construction of the village for the press commenced in May 2002 and are to be completed in May 2004,

while the overall budget of the Project amounts to Drs. 19 billion.
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OTE Insurance

The objective of the Company’s Management, with regard to OTE Insurance, is to be incorporated along with the

remaining companies into the respective field, where OTE will probably have a minority percentage. The Organization is

seeking another company for an eventual cooperation.

OTE Leasing

Within the framework of the decision made by the Management of the Company to focus on activities exclusively

associated with telecommunication services, in October 2001 OTE decided to remove OTE Leasing from the activities of

the Organization through the negotiating procedures for selling it in a financially beneficial way for OTE.

On 11/12/2001 the final agreement was signed between OTE and the Group of Piraeus Bank and on 12/12/2001 OTE

Leasing ceased its operation due to the transfer of the Organization’s shares to the Group of Piraeus Bank.

HELLAS - SAT CONSORTIUM LIMITED

During the meeting of the Board of Directors No. 2642/21.08.2001, OTE made the decision to participate with a

percentage of 25% in the capital share of the company under the title HELLAS - SAT CONSORTIUM LIMITED, whose seat

is in Nicosia.

The Company’s activities will involve the operation and utilization of satellite systems and the undertaking of projects or

provision of services related to satellites or satellite systems.

MULTICOM

In the framework of its preparation for the competitive market, OTE in July 2001, decided to cooperate with third parties

with regard to certain activities for which there was inadequate knowledge or which involve items whose internal

development may be proved to be uneconomical for an Organization such as OTE and in particular, when OTE can acquire

the necessary knowledge by purchasing small size companies whose activities fall into the field of the so-called new

economy (internet, electronic supplies, etc.).

Based on the above rational, OTE bought 50% of the Company Multicom, which is activated in the Internet related field

having put into operation the web site WIN.gr (E-Commerce Portal), as of May 2001.

The web site offers the possibility to make comparisons among prices and technical features of several products, to be

informed through press-releases, e-mail, etc.

Multicom’s future plan is to develop a web site for on-line multi-utility services. 

International Activities

O ver the last years, our st ra tegy concerning the regional development aimed at making OTE the leading

telecommunication operator in SE Europe and an active player in the evolution of the telecommunication sector in Europe.

To this end, OTE proceeded to certain investments, by purchasing participating interests in public telecommunication

companies in countries with cultural, financial and historic bonds with Greece. In June 1997, it purchased 20% of Telekom

Srbjia, the public telecommunication company of Serbia, against an overall cost of DM 675 million (approximately Drs 106

billion or US Dollars 287 million). At the end of 2001, the number of Telekom Srbjia subscribers accounted for 2,263,882,

its digitalization percentage was 50.5%, while the telephone density reached 25%. The number of the cardphones

accounted for 5,000. Despite all adverse circumstances, the Company achieved a remarkable increase in the number of its

mobile telephony subscribers, which reached 821,000. The coverage, in terms of geography, reached 45%, and in terms

of population reached 79% and the market share of the mobile telephony reached 45%. The number of the employees at

the end of 2001 accounted for 12,713.

In March 1998, OTE invested the amount of US$ 142.5 million (approximately (Drs 41 billion) for the purchase of 90%

of ArmenTel, the public telecommunication company of Armenia. At the end of 2001, the Company put in operation

531,456 connections, its digitalization percentage reached 21.7% and the number of its mobile telephony subscribers was

25,500. The number of the cardphones accounted for 630 and the number of the employees accounted for 7,159.

In December 1998, we purchased 35% of Romtelecom, the public telecommunication company of Romania, against the

amount of US$ 675 (approximately Drs 189 billion). On 31.12.2001, Romtelecom had installed 5,068,462 lines, while the

number of its subscribers accounted for 4,000,000 approximately. In 2001, 620,000 digital telephone connections were

installed and its digitalization percentage reached 63.6%. The number of the cardphones accounted for 46,838. During the

said year, the number of its employees was reduced by 2,733 and reached the number of 39,900. The number of the

subscribers of the mobile telephony of Cosmorom, the subsidiary of Romtelecom, was over than 227,000, its coverage in

terms of population reached 57% and its market share reached the percentage of 5.8%.

In July 2000, the consortium COSMOTE and TELENOR acquired 85% of the share capital of the Albanian Mobile

Communications (AMC), the state mobile telephony company of Albania against the amount of US$ 85.6 million. The

purchase was effected through the subsidiary Cosmoholding Albania, into which Cosmote participates with 97% and

Telenor with 3%. In December 2001, AMC’s number of subscribers was 273,088 against 28,775 at the end of 2000, out
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of which a percentage of 91.5% consists of cardmobile telephony subscribers.

In January 2001, a license for GSM-900 in Bulgaria was obtained against the amount of US$ 135 million and the Company

titled Cosmo Bulgaria Mobile - trademark Globul - whose OTE is the exclusive shareholder was established. At the end of

2001, the number of its subscribers was 138,000 and its network covered approximately 40% of the country’s population.

In November 2001, OTE acquired the second license pertaining to the mobile telephony in FYROM against the amount of

US$ 25 million and established MTS (Mobile Telecommunication Services AD). 

In Ukraine, OTE is activated in the field of radio (wireless) communication with the participation in the Ukrainian Wave, a

consortium responsible for the installation and operation of a fixed radio network in the area of L’viv in Western Ukraine.

At the end of 2001, the number of the subscribers reached 2,909. The company focuses on increasing the number of its

subscribers to 5,543 until the end of 2002. However, the Company is dealing with serious cash-flow problems. Its re-

funding is not deemed advisable, due to these problems. Thus, OTE is reconsidering its participation in the said consortium.

In addition, the Company believes that it can develop its position as a regional telecommunication hub, without investing

in share capitals of other telecommunication agencies. To this end, it participates in several international projects, which

assist in the development of an international telecommunication network based on state-of-the-art technologies, giving

priority to the area of SE Europe and Eastern Mediterranean. The Company considers that this network will strengthen its

operation r evenues, providing with the opportunity to increase its transit traffic to/from the neighboring countries of

Greece and to become the telecommunication hub of the area.

In addition, OTE possesses 40% and its subsidiary Hellascom International 10% in the Consortium Trans Jordan for

Communication Services (TJCS), which has already been provided with the license to install and operate cardphones in

Jordan. Moreover, OTE possesses 10%, Hellascom possesses 15% and TJCS 25% in the Consortium Yemen Payphone

Company, which has been provided with the license to install and operate cardphones in Yemen.

“Athens 2004” Olympic Games

The consortium formed by OTE - COSMOTE - OTENET was granted the title of “Grand Sponsor” for telecommunications

of the Athens 2004 Olympic Games. As a result, OTE will be the provider of telecommunication services for the needs of

the Olympic Games. In November 2000, OTE signed a Memorandum of Understanding (MOU) with the Athens 2004

Organizing Committee. OTE will contribute Drs. 20 billion until the end of the Games in 2004. The amount of Drs. 10

billion will be paid in cash and the remaining Drs. 10 million will be provided in value of telecommunication equipment and

services for the needs of the Olympic Games. In addition to the utilizing its existing infrastructure, OTE’s Group will invest

approximately Euro 212,77 million (Drs. 72.5 billion approximately). Use of the largest part of these investments will

continue after the end of the Games. Construction work on these projects has began with the installation of the necessary

telecommunication infrastructure at the headquarters of “Athens 2004 S.A.”. Work on the remaining projects will start in

June 2002 with the installation of the fibre optic links between OTE buildings and the various Olympic sites. The necessary

equipment will be installed in approximately 60 Olympic sites and 40 OTE buildings.

2.4 Information Technology

Information Technologies

We make continuous efforts and invest in information technologies and integrated information systems, with a view to

improve both the quality of the products and services we offer to our customers and our internal business efficiency, as

described under “Information Systems”.

In the first half of 2001, a number of significant agreements were signed, with a minimum length of 3 years, with

information technology companies. These agreements will provide for a structured modernization of the Company and the

transformation of its internal business functions from a traditional computational model to a modern, simplified, integrated

and efficient e-business environment.

We signed a framework agreement with Oracle, a database and business software provider in Internet & Intranet

environments. This agreement covers more than 2,500 new users and includes the complete Oracle development and

business technologies in the areas of Enterprise resource Planning (ERP), Customer Relation Management (CRM), Business

to Business (B2B) and Business to Consumers (B2C), Business Intelligence and Data Warehousing. OTE has already

obtained software licences of enterprise resource planning, customer relation management and data warehousing

applications which serve more than 1,200 users and are expected to serve more than 2,000 users by the end of 2002.

Moreover, since November 2001 we have established an Oracle Competence training Center to ensure the best use and

productive application of the aforementioned technologies. For this purpose we have also entered into an agreement with

Oracle Corporation for the provision of specialized consulting services.
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We have also concluded an agreement with Microsoft, the leading desktop and office automation software vendor. This

agreement will cover software and client access licenses for more than 5,000 desktop personal computers, as well as a

number of back office servers. Similar agreements have been concluded with hardware vendors, such as Compaq, IBM and

Dell, for the provision of more than 5,000 PCs and 200 low-end servers. It must be noted that logistics support for these

agreements will be handled by CosmoONE, OTE subsidiary, specializing in business - to - business operations. 

We have already obtained and use more than 2,000 personal workstation computers with the accompanying Microsoft

applications and this number is expected to exceed 3,000 by the end of 2002. 

We have also signed agreements with printer manufacturers Xerox and Lexmark that will provide us with about 3,000

printers. This will conclude the provision of modern technology integrated workstations.

In 2001 our Corporate Data Network has expanded and already connects 400 building and more than 80% of our local

commercial units. By the end of 2002, it is expected to expand to 100 more buildings and to support all remaining local

commercial units.

In 2002, we will study and design a Storage Area Network (SAN) in order to meet the needs for increased reliability,

availability and security of the central information systems. This will be accompanied with the first phase of operation of a

“Disaster Center”.

Information Systems

Business Intelligence, data Warehousing and Reporting Analysis Systems

A new Enterprise Costing System has been installed and operates since 2000. This system has been approved by the

regulating Authority (EETT) and fully supports the internal needs for dependable management reporting, as well as reports

to the Regulating Authority regarding costing, pricing and profitability information relating to the products and services we

provide to our customers (see Enterprise Costing System”). The system has been continuously improved throughout 2001

and 2002 and is being integrated to the central enterprise information systems, in order to be promptly fed with the raw

information data it requires.

In addition, since early 2001, an automated system of financial data analysis and management information (MIS) is installed

and in operation, based on the dimensioning of accounting data regarding Budget, Revenue and Expenses, per Cost Centre,

Product, Management level and time period.

Furthermore, the addition of historical information on a monthly basis and the provision of measurable data, provides the

ability to follow and review the long-term financial performance of the Company. A gradually implemented ERP system

will be added in 2002.

The basic design for the gradual implementation of an E-Business Intelligence system (part of Oracle’s E-Business Suite), is

planned for 2002, that will be integrated to the Enterprise Reporting system(ERP) and produce corporate productivity

indices (KPI) and the design of a basic Data Mart to retrieve and analyze quality and quantity data for personnel.

Billing, Customer care and CRM systems

The new fixed telephony billing and customer requests management system is already in operation since 2001. In April

2002, it started receiving detailed traffic analysis data (CDR). This facility will allow the Company to study and develop time-

billing policies, while the development of a customer-oriented database will significantly improve customer management.

Since the end of 2001, in cooperation with our OTEGlobe subsidiary, we develop a new billing system specially designed

for large enterprise customers. The system is based on the GENIVA technology and is nearing completion. The system’s

operation is based on CDR data processing and is designed to satisfy the needs of new telephony services including Voice

over IP.

Operation of the initial subsystems of Oracle CRM (part of the Oracle E-Business suite) began in February 2002. These

subsystems include the ones that support planning and completion of advertising campaigns (Campaign, Scripting,

Encyclopedia) and the promotion and sale of products and services (Telesales, Order Capture) through various channels

such as phone, mail, e-mail, web. The system is operational integrated to PBX, IVR and CTI at the Athens Call Center and

offers Data Warehousing technologies to analyze the buying behavior of the consumers. The system is expected to be

installed in all OTE’s Call centers by the end of 2002.

ERP and Front Office systems

In 2001 began the development and installation of an Enterprise Reporting systems (ERP), fully based on Oracle E-Business

Suite which utilizes internet technologies (web based) and will take the Company into e-commerce. This will serve as the

basis for all other OTE information systems and it includes a complete set of integrated subsystems such as General and

Analytical Ledger, Accounts receivable and payable, Budget, Capital Management, Consolidated Group financial statements,

warehouse management, Supplies, Purchasing, Human Resources, etc.

The main parts of the above system were in operation by April 2002, having replaced older legacy information systems,

and are now serving most central processes. In the second half of 2002, expansion of the system in all regional, accounting

and commercial departments of the Company will be completed. 
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Moreover, from the early start of 2002 an upgraded and centralized system of commercial and financial control of the

commercial units and local account departments of OTE operates, while its incorporation to ERP is on the way.

A distribution center is in operation since 2001, that employs all modern methods and technologies with regard to storing,

demand forecasting, ordering and distribution.

2.5 Personnel

We are in the process of fundamentally reorganizing our work force. In order to attract and retain talented employees,

especially following the full liberalization of the Greek telecommunication market in 2001, we are pursuing the following

personnel policies:

• We are continuing our early retirement incentives in order to reduce the total number of employees,

• We are actively recruiting personnel with the necessary specialized and technical knowledge. Our recruitment efforts are

particularly geared to meet our present and future needs for employees trained in telecommunications engineering,

economics, finance and accounting, sales and marketing, and information technology,

• We are training existing employees to perform in a customer oriented environment. For example, we have instituted

several customer service training programs for our technicians. In 2001, 10,000 approximately employees attended around

900 seminars on selected subjects to improve the quality and efficiency of their performance.

• We aim to continually review and rationalize our compensation arrangements, to offer a fair market wage and receive

further incentives for meeting and surpassing performance targets. In 2001, a stock option plan for senior management

and OTE employees has been approved and will be implemented.

Workforce composition:

The following table shows the number of our full - time personnel on December 31, 2001.

2001 (1) 

Specialized personnel 353

Administrative 4,790

Finance 961

Technical 10,964

Support Personnel 1,398

Total 18,466

Extraordinary 79

Grand Total 18,545

Access lines in service per employee(2) 302

(1) Includes OTE employees currently transferred or seconded to OTE subsidiaries.

(2) Includes PSTN access lines in operation on 31/12/2001 and personnel serving in OTE transferred or seconded to its

subsidiaries.

Personnel’s Geographic Distribution per regional Division:

Geographic Region Number of Employees

Sterea Hellas 836

Thessaly 856

Western Macedonia 359

Central Macedonia 2,368

Eastern Macedonia and Thrace 850

Epirus 733

Western Greece 1,293

Peloponesse 1,085

Northern Aegean 386

Islands* 585

Crete 1,019

Attica 8,175

Total 18,545

* Includes the Argosaronikos Islands
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The average age of our employees is approximately 46 years, while the average number of years of service is 21. The

number of our employees has been steadily decreasing over the past five years at an average annual rate of 3.7%, mainly

by means of natural attrition and early retirement schemes. In 1998, a total of 1,110 employees, 110 more than the 1,000

expected under our 1998 business plan, retired, of which 859 accepted early retirement incentives. In 1999, a total of 537

employees retired, of which 364 accepted early retirement incentives. In 2000, a total of 2,232 employees left OTE, of

which 1,952 accepted an early retirement plan. In 2001, a total of 1,216 employees left OTE, 1,071 of which accepted an

early retirement plan. Our current early retirement plan is in effect until December 31, 2002. 

The effects of our early retirement scheme, together with our policies to recruit only specialised personnel, to retrain

employees whose skills have become obsolete and to outsource certain activities currently undertaken by our personnel

have reduced personnel numbers to 18,545 by the end of 2001.

In March 1998, we acquired a 90% interest in Armentel, which had 8,608 employees on December 31, 1998, 7,945

employees on December 31, 1999, 7,729 employees on December 31, 2000, and 7,159 employees on December 31,

2001.

We believe that the quality of our newly recruit employees is as important to our future efficiency and success as is the

reduction in the total number of employees. Accordingly, over the past year we have intensified our efforts to find and to

hire employees trained in technical, commercial and information technology fields.

We are evaluating and restructuring our pay schedules so that we can recruit and retain the skilled and motivated workforce

that the telecommunications market demands.

In accordance with the prevailing legislation, the tenure of our personnel is governed by the provisions of our general

personnel regulations which may be amended only by collective agreement.

2.6 Management

OTE is currently managed by the Board of Directors, the Managing Director and the Executive Committee of Corporate

Governance.

Board of Directors

The Board of Directors is the Company’s supreme administrative body, empowered to decide on any matter concerning

the administration of the Company and the attainment of its objectives, with the exception of those issues that fall under

the exclusive competence of the General Assembly of Shareholders. Issues that come under the competence of the General

Assembly of Shareholders include increase of share capital under certain conditions, approval of financial statements,

allocation of share dividends, issue of loan guarantees under certain conditions, approval of mergers, dissolution or

restructuring and various others, as stipulated in the Company’s Articles of Incorporation. The Board of Directors may

delegate certain authorities or responsibilities to its members or Company executives or third parties or other Committees

consisting of members of the Board of Directors.

The Board of Directors consists of fifteen (15) members, which may or may not hold Company shares. The Board of

Directors is appointed by the General meeting of Shareholders for a duration of five (5) years. The members of the Board

of Directors may be re-appointed or freely removed. Immediately, following its election the Board of Directors convenes

and elects the Chairman of the Board, the Vice-Chairman and the Company’s Managing Director. The positions of the

Chairman of the Board of Directors and the Managing Director may be assigned to a single person.

The Board of Directors is considered to be in quorum, when at least eight (8) of its members are present or duly

represented, including the Managing Director or its Deputy. Resolution are taken by the Board of Directors by the majority

of the present members.
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On March 13, 2002, the members of the Board of Directors were:

Name Position Number of Shares

Lefteris Antonacopoulos Chairman - Managing Director 800

George Skarpelis Vice Chairman 5166

Lazaros Aggelou Member 268

George Argyropoulos Member 302

Theodoros Veniamis Member 1250

Iakovos Georganas Member -

Michalis Georgantopoulos Member -

Nikolaos Manasis* Member -

Lana Mandila Member -

Stavros Panas Member -

George Papakonstantinou Member -

Christos Polyzogopoulos Member -

Christos Spanos Member -

Apostolos Tamvakakis Member -

Phaedon Theodoros Tamvakakis Member -

* Mr Manasis resigned from OTE’s Board of Directors on April 30, 2002. His replacement will be carried out in accordance with the provisions of paragraph

4 of article 10 of the Company’s Articles of Incorporation.

Lefteris Antonacopoulos: Mr. Antonacopoulos is a Chemistry Graduate and holds a Masters Degree in Operational

Research. In 1971 he began his career with the petroleum company Shell. In 1979 he was transferred to Shell Chemicals

international in London. He returned to Shell Hellas in 1981 as Director of Personnel and Public Relations. He held the

position of Business Manager from 1984 to 1989 when he was transferred to Shell International in the Hague as Business

manager for Central and Southern Europe. In 1992 he took up the position of Chairman and Managing Director with Shell

Hellas S.A. In 1993 and 1994 he served as Chairman to the petroleum Corporations Association. In May 1996 he was

elected member of the Board of Directors and the Executive Committee of the Association of Greek Industries until

October 1996 at which time he undertook the position of Chairman and Managing Director for the Shell Group of

Companies in the Iberian peninsula. In 1998 he was appointed European Transformations Manager for the Industries and

Outlet Network branches in London. In March of 1999 he was re-elected on the Board of Directors and the Executive

C o m m i t tee of the Association of Greek industries and on May 24, 2000 he was elected Chairman to the same.

Mr Antonacopoulos also serves as Chairman of the Board of Directors of COSMOTE, HellasSat Consortium Limited and

OTEGlobe.

George Skarpelis: Mr Skarpelis is a Graduate Engineer who had been working with OTE since 1968. He graduated from

the National Technical University of Athens in 1967. During these years he has served in several important positions,

including a member of OTE’s Board of Directors (1985-1988 and 1992-1993), Advisor to the Managing Director on

Investments and International Affairs (1993-1994) and General Director of Telecommunications System (1995-1998).

Since April 1998, Mr. Skarpelis is serving as OTE’s Deputy Managing Director and a member of the Board of Directors

since December 1998. Since 2/11/2000, he is serving as OTE’s Delegate Vice-Chairman and since December 1999 as

Chairman of OTE International Investments Ltd. 

Since 1988, he has been the Chairman and Managing director of Elltelka S.A., from 1993 to 1997 he was a member of

the Board of Directors of D.E.P.A. (Public Petroleum Gas Enterprises) S.A.; he has been a member of the Board of Directors

of Hellascom International S.A. since 1995 and of COSMOTE since 1996. Since December 1999, he has been the Chairman

of Romtelecom  and since June 2000 he is the Chairman of the Board of Directors of OTENET.
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Lazaros Aggelou: Mr. Aggelou is a graduate of the School of Physics of the Aristotle University of Thessaloniki and a

graduate of the Higher School of Electronics and holds a Masters Degree in Electronics, specializing in digital

communications from the University of Wales. He has been with OTE since 1973 initially as a Radio Electronic Installations

Technician and since 1979 as a Telecommunications Engineer specialized in Optic Contact Systems, Digital Exchanges and

Transmission Systems. Instructor for the OTE Schools on issues of Quality of Digital Exchanges and Microcomputers. He

holds the position of Regional Manager of the Region of Northern Greece for COMSOTE since 1999. He was involved in

all stages of the development of the European initiative for the “Information Society” and is the Chairman of the Project

Management Team of the Region of Central Macedonia. He was elected Deputy Prefect of Thessaloniki Perfecture with

authority on matters of Economic - Industrial Development and Employment from 1995 to 1998.

George Argyropoulos: Mr. Argyropoulos is a graduate Mechanical-Electrical Engineer from the National Technical

University of Athens (1975) specializing in electronics and telecommunications. He is a member of the International

Institute of Electrictronic and Electrical Engineers (IEEE) of the U.S.A. since 1974 and a member of the Technical Chamber

of Greece since 1975. He worked with OTE from 1977 as an engineer in the department of Radio Systems Planning (1977

- 1987) and as  Head Engineer for the same department (1987 - 1990). Advisor to the General Director of the

Telecommunications System (1996-1997), head of the Department of Competition, (1997 - 1998), and Chief Technical

Officer since April 1998. He is a member of the Board of Directors of Romtelecom since October 30, 1998 and from

December 1999 until November 2000 he was Chairman of the Board of Directors of Armentel.

T h e o d o ros E. Ve n i a m i s : Mr Veniamis is a ship-owner and a gra d u a te of the School of Economics and Trade of At h e n s

(ASOEE). He has wo r ked in various shipping businesses in London and Piraeus. He is the founder and chairman of the Golden

Union group of Companies. He is a member of the Board of Directors of the Union of Greek Ship-owners, a member of the

B o a rd of Directors of the London Steamship Owners Mutual Insurance Inco r p o ration (P&I) and Vice Chairman of the Gre e k

C o m m i t tee of Det Norske Veritas. He actively co n t r i b u tes in co m m i t tees and unions. He is Chairman of the Board of

D i rectors of Maritel since July 1999.

Iakovos Georganas: Mr. Georganas holds a degree in Economics from the Schoool of Economics and Trade of Athens

(ASOEE) and attended the Advanced Management program of the Harvard University Business School. He worked with

the Greek Bank for Industrial Development (ETBA) from 1958 to 1991 and has served as Vice-Chairman and Member of

the Hellenic Capital Market Commission. Since 1991, he has served as Vice-Chairman of the Board of Directors of Piraeus

Bank and since June 2000 Chairman of the Bank of Piraeus Audit Committee. Recently he is appointed as Governor of the

Greek Bank for Industrial Development (ETBA).

Michalis Georgantopoulos: Mr. Georgantopoulos is a Civil engineer of the National Technical University of Athens

(1963) and holds a Masters degree in Statistics and Operational Research from the University of Paris (1970). He began

his career in 1966 as a supervising Engineer with the Organisation of School Buildings. Following that, and until 1971 he

worked with the Planning Department of the Ministry of Education. He was later employed by the FINA petroleum

company until 1985 and held several positions as Director. He was Marketing manager with the Chemicals Department

until 1989 and following that Operations Director with the petroleum products of EKO-ELDA S.A. until 1995. He holds

the position of Managing Director of EKO-ELDA since 1995. He was a member of the Board of Directors of DEP S.A. and

HELLENIC PETROLEUM S.A.

Nikolaos Manasis: Mr. Manasis graduated in Physics and has a post-graduate degree in Electronic from the Aristotle

University of Thessaloniki, Greece. On May 31, 2000 Mr. Manasis was appointed OTE’s Chairman of the Board of Directors

and managing Director, position he held until March 13, 2000. In 1998 he was appointed Chairman and Chief Executive

Officer of COSMOTE Mobile Telecommunications. He held this position of Chief Executive Officer for two years, during

which time COSMOTE became the fastest growing mobile operator in Europe and the position of COMSOTE’s Chairman

of the Board of Directors until April 30, 2002. Before joining COSMOTE, Mr. Manasis served as Business Development

Manager at panafon - Vodafone, a position he held since 1991. Mr. Manasis started his career in the field of

telecommunications working with OTE from 1972 to 1991.
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Lana Mandila: Mrs. Mandila is a graduate of the Athens School of Law and political Studies. She holds a Masters degree

in Political Studies and Philosophy from the University of Bonn. She has worked with several insurance companies (1982 -

1985). She is a legal advisor and attorney for the companies KOSMOCAR S.A., KARENTA S.A., MANDYLAS S.A. of which

she is also a member of the Board of Directors. She is also on the Board of Directors of COMMERCIAL RENT S.A. since

2000.

Stavros M. Panas: Mr. Panas holds a Bachelor’s degree in Physics from the Aristotle University of Thessaloniki, Greece,

a Master’s degree in Electrical Engineering from the University of Oklahoma, and a Ph.D. degree in Electrical Engineering

from the Aristotle University of Thessaloniki, Greece. He has been with the Department of Electrical and Computer

Engineering, Aristotle University of Thessaloniki, Greece since 1976, where he is now a Professor and Director of the

Telecommunications Laboratory.

George S. Papakonstantinou: Mr. Papakonstantinou received his BSc in Economics from the London School of

Economics (1983), his Master’s degree from New York University (1985) and his Ph.D. from the London School of

Economics. He worked with the Organisation of Economic Cooperation and Development (OECD) in France from 1988

to 1998. He has published papers in international scientific periodicals. He is an Advisor to the Greek Prime Minister since

1998 on matters pertaining to the entry of Greece in the “Information Society”. He holds the position of Special Secretary

to the Minister of National Economy on issues of “New Economy” and supervises the work of the Business Initiative

Program for the “Information Society”.

Chistos Polyzogopoulos: Mr. Polyzogopoulos studied economics and now works as an accountant. He has been Vice

President of Confederation of European Syndicates from August 1996 until June 1997 and up to now he is a member of

its executive commitee. Since August 1996, he is also the President of the Greek General Confederation of Labour.

Christos Spanos: Mr. Spanos received his degree in Economics from the University of Athens, and a master’s degree in

Economics and an MBA from the University of York, Canada. He has worked with the Commercial bank of Greece since

1983. In 1996, he was appointed General Director of the Ermis Mutual Funds.

Apostolos Tamvakakis: Mr. A. Tamvakakis is Deputy Governor of the National bank of Greece since 1998. He is a

graduate of Economics from the Athens University and holds a Masters in Economometrics and Mathematical Economics

from Saskatchewan University in Canada. From 1984 to 1986 he worked with Mobil Oil Hellas S.A., from 1986 to 1989

with the Hellenic Investment bank, from 1989 with the Bank ABN AMRO where he served as Deputy General Manager

from 1993 until 1996. From November 1996 until October 1998 he was Deputy General Director of the National

Mortgage Bank of Greece. He has participated in Investment Committees and has been member to several Boards of

Directors. He is Chairman of the Steering Committee of the Inter-Alpha Group of Banks. He is a member of EASE, Hellenic

Management Association (EEDE) and Athens Club.

Phaedon-Theodoros Tamvakakis: Mr. P. Tamvakakis studied at the American College of Greece (Deree College) and

specialized in Econometrics. He holds a master’s degree in Economics of Investment and Finance from the University of

Exeter, Great Britain. He began his career in 1985 with ELAIS S.A. He is a member of and also has been appointed director

in financial organizations and companies. From 1997 to 2000 he was Chairman of the KEK Committee at the Athens Stock

Exchange. He is a member of the Investment Committee of ALPHA TRUST ASSET MANAGER FUND and member of the

Board of Directors of TAYLOR YOUNG INVESTMENTMANAGEMENT LTD. He is the Managing Director of ALPHA TRUST

FINACIAL INVESTMENTS SERVICES LTD, since 1997.
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Managing Director

The Managing Director is a member of the Board of Directors and is not excluded from also holding the post of Chairman

of the Board of Directors. The Managing Director is the highest executive authority in the Company; the Managing Director

has overall authority over all the departments of the Company and is responsible for overseeing their activities. The

Managing Director takes all necessary decisions within the framework of the prevailing Company operational regulations,

the approved programs and budgets. The Managing Director has certain constitutional authorities granted by the

Company’s Articles of incorporation and others delegated by the Board of Directors. The Managing Director represents

the Company in all contacts with OTE subsidiaries, cooperating companies and enterprises and in any other joint business

activity in Greece and abroad.

In the event of absence of the Managing Dire c t o r, his position is taken by the Deputy Chairman of the Board of

D i re c t o r s .

Executive Committee of Corporate Governance

The Executive Comitte of Corporate Governance is mainly charged with ensuring the coordination and operational

cohesion of OTE and its subsidiaries, the resolution of significant issues pertaining to present management, the avoidance

of conflicting or competing activities by the subsidiaries, as well as the exercise of evry other authority granted to it by

OTE’s Board of Directors. The Executive Committee assists the Managing Director in the choice of members for the Board

of Directors of the subsidiaries and in the choice of high ranking officers for OTE and its subsidiaries.

On March 13, 2002, the Board of Directors resolved upon the members comprising the Executive Committee as follows:

Name Position 

Lefteris Antonacopoulos Chairman

George Skarpelis Member

Lazaros Aggelou Member

George Argyropoulos Member

Nikolaos Manasis Member

The following is a list of our senior managers with their current areas of responsibility.

Name Area of Responsibility Number of Shares

Lefteris Antonacopoulos Chairman - Managing Director 800

George Skarpelis Vice Chairman/

Chairman of OTE International Investments 5166

George Argyropoulos General manager of Technical Affairs 302

Dimitris Kouvatsos General manager of Finance -

Athanassios Ghitzenis General manager of Commercial Affairs 838

Georgios Davilas General manager of Personnel 320

Konstantinos Kappos General manager of Information Technology 136

Christos Malapanis General manager of Regions 150

Ioannis Vasilaras General manager of Telephone Directories -

Michael Gryllakis General manager of Telematics -

Panagiotis Kargados General manager 1388

Nikolaos Vitantzakis General manager 620

Theodoros Gkezepis Chief Internal Audit Officer (OTE Group) -

Nikolaos Papadakis General Coordination Manager -
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Lefteris Antonacopoulos See above

George Skarpelis - See Above

George Argyropoulos See above

Dimitris Kouvatsos: Mr. Kouvatsos holds a degree from the School of Economics and Trade of Athens (ASOEE) and a

post-graduate degree in Management and Business Strategies from the London Polytechnic. He has served in major

financial executive positions in Hellenic and International Companies including Olympic holidays Group (London 1977-

1980), Control Data (Athens 1981 - 1983), Hewlett - Packard Corporaton (Middle East & Greece, 1984 - 1989), Tasty

Foods/Pepsico Foods International (Holland and England, 1990 - 1996) and Softex (1997-1999). In April 1999, he was

appointed OTE’s Chief Information & Financial Control Officer. Since December 1999, he has served as OTE’s Chief

Financial Officer. From December 1999 until July 2000, he was also OTE’s Chief Information Officer.

Athanassios Ghitzenis: Mr. Ghitzenis holds a degree in Physics from the Athens University as well as two Master’s

degrees in Electronics and Control Systems. He has worked for six years as a lecturer in the National Technical University

of Athens and joined OTE in 1977, initially with the Research Department and later with the transmission and traffic

engineering sectors of the Planning Department. From 1988 to 1995, he worked with the Telematics Department and

was responsible for the deployment of x.25 and videotex networks. In 1995, he moved to EETT as Head of the technical

staff and in 1996 he was appointed as Head of OTE’s Mobile Communications Office for the establishment of COSMOTE.

He was the first Director of COSMOTE, the Director of Operations Department and finally the General Manager of

Business Development of COSMOTE. In June 2000, he was appointed OTE’s Chief Business Development Officer and since

October 2000 he has been OTE’s Chief Commercial Officer.

Georgios Davilas: Mr. Davilas holds a degree from the School of Economics and Trade (ASOEE) in Athens. He has been

employed with OTE since 1969, in the Personnel Department (1969 - 1990) and in the Organization Department (1990

- 1994). From 1994 - 1997 he served in the Tariff Planning Office as a senior officer and from 1997 - 1998 he served as

Head of the Tariff Department. In May 1998, he was appointed Head of the Competition & Tariff Department. Since August

2000, he serves as OTE’s General Director for Personnel.

Konstantinos Kappos: Mr. Kappos holds a graduate degree in Economics from the University of Munich and a degree

in Mechanical and Electrical Engineering from the Athens National Technical University.

Before joining OTE in March 2001, he had worked for over six years with KANTOR, a leading International management

consultants company based in Greece, as the Director responsible for major consulting assignments in the areas of strategy,

reorganization, process improvement, information technology and human resources. Prior to that, he had worked for nine

years with Daimler-Benz Interservices (debis) in Germany as pre-sales Senior Consultant and Project Manager in charge of

implementing IT solutions at we l l - k n own enterprises such as Mercedes-Benz, BMW, DA SA, MAN and Philips

Telecommunications. In March 2001 he was appointed General Director of Information Systems.

Christos Malapanis: Mr. Malapanis holds two degrees in Mechanical Engineering and Civil Engineering from the

National Technical University of Athens. He has been working with OTE since 1973 as a Telecommunications Engineer.

Until 1976 he served in the Network Planning Division and between 1976 - 1978 he was the Head of the Technical

Department in Laconia. From 1995 he served in the Telecommunication Regional Department of Messinia as Head of

Operations and Head of the Department itself. Between 1999 - 2001 he served as the Head of the Telecom Region of

Peloponesse. In April 2001, he was appointed General Director of Regions. Between 1987 - 1990 he served as Chairman

of the Board of Directors for the Municipal Water & Drainage Company in Kalamata, and for the period 1989 - 1990 he

served as deputy mayor for the city of Kalamata. He was mayor of Kalamata from 1995 to 1998 and today he is a member

of the local council.
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Ioannis Vasilaras: Mr. Vasilaras holds a Ph.D. degree in Electromagnetic Transmission from the Athens University. He

joined OTE in 1973 as a Telecommunications Engineer. He has also served as Head of Transmissions (1997 - 1999) and

General Director of Operations in 2000. In January 2001 he was appointed General Director of Telephone Directories and

in May 2001 he was appointed Managing Director of the InfOTE subsidiary.

Michael Gryllakis: Mr. Gryllakis holds two degrees in Economics and Business Administration from Athens University

and Pantion University, respectively, as well as an MBA from the University of Illinois in the United States. He has been

employed with OTE since 1973 and has served as Head of the Commercial Operations Department (1994-1997), Head

of Business Development Department (1997 - 1999), General Director of Residential Customers (1999 - 2000) and since

March 2001 General Director of Telematics, also supervising OTEPlus.

Panagiotis Kargados: Mr. Kargados holds a B.Sc. degree in Physics from Thessaloniki University and an M.Sc. degree

in Electronics from Athens University. He worked as a physics teacher in Athens (1971 - 1975), as a telecommunications

engineer in OTE (1975 - 1993), as a telecommunication services manager for Intracom (1993-1995), as General Manager

for Databank (Group Intracom) (1995 - 1996) and as the Chief Executive Officer of OTE-SAT (1997 - 1998). He was

appointed as General Director of Commercial Affairs in April 1998, a position he held until December 1999. From January

2000 until October 2000 he was General Director of Business Customers. He was appointed Executive Vice - Chairman

of OTE International Investments and Chairman of Globul since December 2000. Since July 2001, he serves as Managing

Director of ROMTELECOM.

Nikolaos Vitantzakis: Mr. Vitantzakis holds a degree in Business Administration and Economics from the Economic

University in Athens, a postgraduate degree in Human Resource Management and a Ph.D. degree with a specialty in

Organization and Quality of Services offered by Telecommunications Organizations. He has been employed with OTE since

1971 and has served as the Project Manager for OTE’s Human Resource development Plan (1996 - 1997), head of the

Organization Department (1997 - 1998), head of the Quality Department (1998 - 1999) and General Director for

Personnel (1999 - 2000). Between 2001 - 2002 he has been an Executive Manager of OTE International Investments for

Human Resources, Organization and Quality. Mr. Vitantzakis has been an advisor to the Republic of Cyprus for the design

and implementation of a performance appraisal system.

Theodoros Gkezepis: Mr. Gkezepis holds a degree in Economics from the University of Athens and a Master’s degree

from the University of Newcastle Upon Tyne in England. He worked in auditing with KPMG (1979 - 1984) and

subsequently moved into the banking sector. He worked with BNP-Paribas (1984 - 1990) as a deputy Administration

manager, Xios Bank (1990 - 1999) as Head of Finance, Operations and Mutual Funds, Piraeus Bank (1999 - 2001) as head

of Custody Operations. He joined OTE as Group Internal Auditor in September 2001.

Nikolaos Papadakis: Mr. Papadakis holds a degree in Physics from the University of Athens, Master’s degrees in

Electronics and in Automation and Computers from the School of Physics and Mathematics of the University of Athens.

He has been with OTE since 1972 and served in various posts. From 1981 - 1991 he served in the Planning Department

and in 1988 in Strategic Planning Department. A member of ASKE-OTE in 1988 - 1989. Between October 1993 and June

1995 he served as special advisor to the Minister of Transport and Communications. Between November 1993 until

January 1995 he was a member of the Board of Directors of Hellenic Railways Organization (OSE). In 1995-1996 he served

as Managing Directors and Chairman of the Board of Directors for Macedonian Airlines, a subsidiary of Olympic Airways.

From November 1997 until August 2001 he was Chairman of the Board of Directors for the Athens Urban Transport

Organisation (OASA). In October 2001, he was appointed General Coordination Manager of the joint venture OTE -

COSMOTE - OTENET which is responsible for preparing the telecommunications infrastructure for the Athens 2004

Olympic Games.
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2.7 Audit Committee - Internal Audit

In April 1999, OTE established an Internal Audit Committee, comprising members of the Board of Directors with no

executive responsibilities. The aim of this Committee is to assist OTE’s Board of Directors with its supervising

responsibilities, the monitoring of the financial information provided to the Company’s shareholders and others, as well as

the audit and control systems established by the management and the Board of Directors.

Internal audits are carried out by the OTE’s Department of Internal Auditors, which carries an ISO 9001 certification, in

compliance with the international auditing standards, the best practice as applied by large enterprises, the Stock Exchange

regulations in force and effect, and the principles of Corporate Governance.

The Internal Audit System, is a management instrument that audits and controls the Company’s management, to ensure

its effectiveness, by continuously evaluating, improving and expanding its auditing procedures and consequently testify to

this effectiveness to the shareholders and Financial Institutions.

The Internal Audit System was introduced in 1996 and functions as an independent department, under the direct

supervision of the Managing Director. In the near future it will fall under the competence of the Board of Directors.

2.8 Pending Judicial Disputes

OTE is involved in various claims and disputes, as a result of its normal business activities. The Company estimates that any

oblgations resulting from these disputes will have no significant effect to its financial statements or its operational capacity.

With regard to our unresolved tax related disputes with the FAEE ATHENS IRS office for the amount of Euro

27,803,094,509, it is noted that they have been ruled in favor of OTE at lower levels (OTE has been relieved from the

payment of stamp duties and other taxes amounting to Drs. 9.5 billion or Euro 27,800 million approx.). Considering the

established judicial practice, the earlier rulings are expected to remain. There is also a claim by ALPHA DIGITALSYNTHESIS

S.A. against OTE for the amount of Euro 55,470,300, bearing interest as from January 1, 2002 and a claim by ERT against

OTE for the amount of Euro 42,945,788 bearing interest since May 15, 2002, as well as two extra-judicial claims by

“PIRAEUS LEASING S.A.” and “KOUTSOKOSTAS ILIAS & CO” for Euro 11,100,526.91 and Euro 3,512,839.32

respectively. These claims may or may not escalate to judicial disputes.

In September 1994, OTE filed claims against INTRACOM S.A. and SIEMENS TELEVIOMIHANIKI for the amount of Euro

29.8 million approximately.

2.9 Compensation of the Members of the B.D. and General Directors

In 2001, the total amount paid in compensation for the Members of the Board of Directors amounted to Drs. 332.14

million. The respective amount paid for compensations to the General Directors amounted to Drs. 484.61 million

approximately.
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3. Legislative - Regulatory Framework

3.1 The legislative framework

The legislation governing the incorporation of companies, in accordance with which OTE was established as a Public

Limited Company in state ownership, is Law 1049/1949.

By virtue of Law 2167/1993, the company functions as a Public Limited Company engaged in business as a public utility,

without any change or alteration in its legal status or character. This law constituted the statutes of the Organization, and

was amended by virtue of Law 2257/1994 (Gov. Gazette 197 A). The statutes were subsequently amended to accord with

the provisions of Law 2414/1996 (Gov. Gazette 135 A/1996), by virtue of Joint Ministerial Decision No. 88498/1996 of

the Ministers of National Eco n o my and Finance, Tra n s p o rt and Communications (published in Gov. Gazet te

1165B’/27.12.1996). By virtue of article 11 of Law 2642/1998 (Gov. Gazette 216 A/1998), and subsequently of article

22 of Law 2731/1999 (Gov. Gazette 138A/1998), article 7 of the above statutes was amended to stipulate that the share

of the Greek State in the capital of the Company at any time should not be lower than

55% and 51%, respectively, of the “shares of the Company carrying voting rights”.

By virtue of article 22 of Law 2733/1999 (Gov. Gazette 155 A/1999), the Organization ceased to be subject to the

provisions of Law 2414/1996 (with the exception of the provisions of articles 9 and 10 of this law).

Finally, by virtue of article 26 of Law 2843/2000 (Gov. Gazette 219 A/2000), the State retains at least “1/3 of the share

capital” of the Organization (and not ‘of the shares carrying voting rights’, as had been envisaged in all the amendments

prior to Law 2843/2000).

On September 4, 2001, the extraordinary general assembly of shareholders resolved upon the amendment or abolition,

as the case may be, of Articles 7, 8, 10, 11, 12, 18, 31 and 39 of the Company’s Articles of Incorporation, and upon the

codification of OTE’s Articles of Incorporation. These amendments mainly refer to the participation of the Greek State and

to the Board of Directors and were deemed necessary in order to comply with the prevailing legislation. In particular,

following Law No. 2843/2000 (article 26), that allows for reduction in the participation of the Greek State in OTE’s share

capital to no less than the 1/3 of the Company’s share capital, the Greek State went forward to reduce its participation by

10.68%, in summer 2001, by issuing a bond loan convertible to OTE shares, as stipulated by Law No. 2000/1999 (article

5) (instances “h” and “i”, added to the said Law by Law No. 2919/2001 (article 28, paragraph 2). Furthermore, in

accordance to Law No. 2937/2001 (article 29), the reduced participation of the Greek State to below 50% results to the

fact that the Company’s Board of Directors will be elected as stipulated by Law No. 2190/1920 and the Company’s Articles

of Incorporation. 

Following the above legislative changes, OTE now operates as a  “societe anonyme” under the higher supervision of the

Greek State, as applied to all such companies, fully relieved from any obligations or other hindrances presented by the

Greek State as the single or majority shareholder.

In accordance with the statutes the full title of the Company is: “HELLENIC TELECOMMUNICATIONS ORGANIZATION

S.A.”, and its trading name is “O.T.E.” S.A., or “O.T.E.”. The Company’s head office is officially registered in the Municipality

of Maroussi.

The Company has been established for a period of one hundred (100) years, with the option to extend this period by

resolution of a meeting of the shareholders.

3.2 Interconnection - Local Loop

The Greek telecommunications market was fully liberalized on January 1, 2001. Since then, operation licenses for offering

telecommunication services were granted by the “Greek Committee of Telecommunications and Post” (EETT) to a

significant number of companies. In accordance with Law No. 2867/2000, P.D. 165/1999 and European Union directive

97/33, and in order to promote competition in the market, OTE must negotiate and sign agreements, with its competing

companies, for the interconnection of the networks, as well as the provision of local loop facilities and other services.

The first agreements began materializing during the last months in 2001. There has been practically no fixed telephony

traffic served by other Operators’ networks in 2001. For 2002, based on the request for link circuits and the degree of

readiness of the competing operators, we expect that share of telecommunication traffic that will be served by networks

of other operators will not have any significant effect on OTE revenues. The following were completed in 2001:

• 12 agreements of interconnection of networks were signed with Telecommunication Operators, having received the

“special” operating license from the Regulating Authority (EETT).

• 3 commercial agreements were signed with companies, having received operating license to offer telecommunication

services from the Regulating Authority (EETT).
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• 3 agreements were signed for access to televoting services for the needs of a television game, with COSMOTE,

PANAFON, and TELESTET mobile telephony operators.

• Process of local loop unbundling requests and requests for agreements with Telecommunication Operators.

The number of local loops today is 76.

- 13 Telecommunication Operators submitted their interest

- 2 Telecommunication Operators applied for co-location

- 4 Telecommunication Operators applied for remote co-location

• Provision of PEAK to 94 companies and EPAK to 14 companies.

The targets for 2002 include:

• Completion of the process towards the implementation of an interconnect billing system in OTE

• St a n d a rdization of the co - o p e ration processes with other te l e communication Operators re g a rding net wo r k

interconnection and local loop provision.

• Further consideration of the issues of operator selection and call number portability, in order to resolve them and include

them in the YPD 2003 (Interconnection Offer Form)

• Continuous monitoring of the development in network interconnection and local loop unbundling, and the competitors’

business practices and policies, in order to shape a competitive policy regarding these activities.

3.3 Operating License

According to the stipulations of Law No. 2246/1994 (earlier law regarding telecommunications), OTE received, by

437/1995 (Government gazette A’ 250), an operating license for the installation, development and operation of

telecommunication networks and the provision of any other telecommunication services.

Following Law No. 2867/2000 (Government Gazette A’ 273) on “Organization and operation of telecommunications and

other provisions” (new law on telecommunications), the telecommunication market in Greece was fully liberalized as from

January 1, 2001. As a result, all the exclusive rights (mainly in voice telephony) that OTE enjoyed from earlier legislations

were abolished. Since the latest law came in force and effect, OTE operates under full competition with the other

telecommunication companies at equal terms, without any exclusive rights and without any preferential treatment or

prejudice.

In order to adapt and comply with the provisions of article 6, paragraph 9 of the new telecommunications law, EETT was

empowered to amend all licenses granted before the new telecommunications law, whenever they contained terms that

are not in line with the new law. As a result, with its 229/26/14.9.2001 (Government Gazette B’ 1303) decision, EETT

modified accordingly OTE’s operating license.

With the new license OTE has the right to provide the following services, through its public switched telephone network:

a) Any Public Telecommunication Service, for which it has received numbers or radio frequencies, as allocated in the

National Registry of Allocated Frequency Bands (EEKKZS), for the provision of specific telecommunication services offered

through its fixed public telecommunication network.

b) Public Satellite Telecommunication Services

c) Maritime Mobile Telecommunication Services

d) Paging services at 155 MHz

e) National and European Paging services, through the European radio Messaging System (ERMES)

f) Fixed wireless access services 

g) Fixed co-channeled radio system services (TETRA).
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4. OTE Shares changing values

By virtue of the resolution taken on 6-3-1996 at the General Meeting of Shareholders, and in accordance with Law

2374/1996 ‘On the Sale of Shares in the Hellenic Telecommunications Organisation S.A. (OTE) on the Athens Stock

Exchange and other provisions’, the share capital of the Company amounted to three hundred and sixteen billion, four

hundred and ninety-nine million, one hundred and forty-eight thousand drachmas (316,499,148,000), divided among four

hundred and twenty-one million, nine hundred and ninety-eight thousand, eight hundred and sixty four (421,998,864)

ordinary registered shares, each with a nominal value of seven hundred and fifty (750) drachmas.

Subsequently, by the resolution taken at the Extraordinary General Shareholders Meeting of 14-6-1997, the Company’s

share capital was increased by twenty-three billion, seven hundred and thirty-seven million, four hundred and thirty-six

thousand, two hundred and fifty drachmas (23,737,436,250), by cash payment and the issue of thirty-one million, six

hundred and forty-nine thousand, nine hundred and fifteen (31,649,915) new ordinary registered shares, each with a

nominal value of seven hundred and fifty (750) drachmas. As a result of this new issue, the share capital of the Company

was increased to three hundred and forty billion, two hundred and thirty-six million, five hundred and eighty-four thousand,

two hundred and fifty drachmas (340,236,584,250), divided among four hundred and fifty-three million, six hundred and

forty-eight thousand, seven hundred and seventy-nine (453,648,779) ordinary registered shares, each with a nominal value

of seven hundred and fifty (750) drachmas.

By resolution of the Ordinary General Meeting of Shareholders held on 17-6-1998, the Company’s share capital was

increased by thirty-seven billion, eight hundred and four million, sixty-five thousand drachmas (37,804,065,000), through

capitalization of reserves arising from the readjustment in value of the Company’s property assets on 31-12-1996, in

accordance with Law 2065/1992, and through the issue of fifty million, four hundred and five thousand, four hundred and

twenty (50,405,420) new ordinary registered shares, each with a nominal value of seven hundred and fifty (750) drachmas.

This issue raised the Company’s share capital to three hundred and seventy-eight billion, forty million, six hundred and

forty-nine thousand, two hundred and fifty drachmas (378,040,649,250), divided among five hundred and four million,

fifty-four thousand, one hundred and ninety-nine (504,054,199) ordinary registered shares, each with a nominal value of

seven hundred and fifty (750) drachmas.

July 1999 saw the successful completion of the fourth phase in the allocation of OTE shares. The 67.8 million shares sold,

originally owned by the Greek state, were allocated by public offering and private investment both in Greece and abroad

(USA, Canada, Europe).

There was also a private allocation of 2 million shares to OTE personnel.

The issue involved the sale of 13.7% of all shares in the Company and reduced the Greek state holding from 65% to

approximately 51%.

There are now a total of 504,054,199 shares in the Company.

Following resolutions of the General Meetings of Shareholders in three consecutive years, 1999, 2000 and 2001, the

Company embarked on a buy-back of its own shares on the Athens and New York Stock Exchanges, intended to bolster

the share price and improve the structure of the Balance Sheet and the resulting indices. In the financial year 1999

2,989,010 shares were bought back, 9,645,440 shares in 2000 and 836,870 shares in 2001. On 31-12-2001 the

Company owned 13,471,320 of its own shares, i.e. 2.667% of the total share capital. 

On June 25, 2001, OTE’s general assembly of shareholders approved the dual currency denomination of the share capital,

namely that of the Greek Drachma and of the Euro, in accordance with the provisions of Law 2842/2000. The nominal

value of OTE’s shares was set at Drs. 750 (rounded) and Euro 2.20 and accordingly, our share capital decreased by Drs.

176 million with an equal increase in paid-in surplus.

In the financial year 2001 earnings per share (EPS) amounted to 515.8 drachmas before tax and 274.3 drachmas after tax,

calculated according to U.S. accounting standards. Earnings per share for the financial year 2000 were 720.9 drachmas

before tax and 429.5 drachmas after tax.

On 31-12-2001 the Price/Earnings ratio per ADS was 10.9 before tax and 20.6 after tax, while for 2000 the corresponding

figures were 8.1 before tax and 13.55 after tax.

A dividend of 240 drachmas was paid for the financial year 2000, representing a yield in the order of 4.4% of the share

price at 31-12-2000. For the year 2001 the Board is recommending a 240 drachma dividend, i.e. the same as in the

previous year.

The dividend to be paid represents 94.9% of the profits available for appropriation, after deduction of the legal reserve, or

31.2% of the share capital. 

24



25

OTE share price and overall value of monthly volume of transactions 

over the year 2001

* Last session of month

January 5,956 7.9717.48 83,816,166,073 245,975,542.40 29,581,633

February 5,173 7.1315.18 46,781,539,456 137,289,917.70 14,881,684

March 5,173 6.6015.18 70,456,311,950 206,768,340.28 18,498,966

April 5,725 7.3016.80 59,097,085,877 173,432,387.02 9,359,316

May 5,616 6.8216.48 143,137,207,747 420,065,173.14 10,825,227

June 5,261 6.4115.44 131,795,257,971 386,779,920.68 16,139,397

July 5,650 7.0416.58 102,449,293,317 300,658,234.24 24,690,704

August 6,161 8.1218.08 75,013,142,591 220,141,284.20 30,483,384

September 6,059 7.9517.78 137,101,513,915 402,352,205.18 30,793,958

November

6,134 8.2218.00 76,479,858,556 224,445,659.74 30,414,581October

6,454 8.5018.94 97,136,016,118 285,065,344.44 26,867,662

December 6,236 7.6218.30 79,592,700,889 233,580,927.04 26,644,960

Month

OTE share on Athens Stock Exc h a n g e OTE share on NYSE

Price

(in

drachmas)*

Price

(in 

USD)*

Price

(in Euro)*

Value of total

volume
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per month 
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders and the Board of Directors of the

Hellenic Telecommunications Organization S.A.:

We have audited the accompanying consolidated balance sheet of the Hellenic Telecommunications Organization S.A. (a

Greek corporation) and subsidiaries as of December 31, 2001, and the related consolidated statements of operations,

shareholders’ equity and cash flows for the year then ended.  These consolidated financial statements are the responsibility

of the Company’s management.  Our responsibility is to express an opinion on these consolidated financial statements

based on our audit.

We conducted our audit in accordance with United States generally accepted auditing standards. Those standards require

that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements

are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and

disclosures in the financial statements.  An audit also includes assessing the accounting principles used and significant

estimates made by management, as well as evaluating the overall financial statement presentation.  We believe that our

audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial

position of the Hellenic Telecommunications Organization S.A. and its subsidiaries as of December 31, 2001, and the

results of their operations and their cash flows for the year then ended, in conformity with United States generally accepted

accounting principles.

ARTHUR ANDERSEN                                              SOL ERNST & YOUNG

Athens, Greece

May 24, 2002

(except with respect to the matter 

discussed in Note 6(a)(ii) as to which

the date is July 1, 2002)
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders and the Board of Directors of the 

Hellenic Telecommunications Organization S.A.:

We have audited the accompanying consolidated balance sheet of the Hellenic Telecommunications Organization S.A. (a

Greek corporation) and subsidiaries as of December 31, 2000, and the related consolidated statements of operations,

shareholders’ equity and cash flows for each of the two years in the period ended December 31, 2000.  These consolidated

financial statements are the responsibility of the Company’s management.  Our responsibility is to express an opinion on

these consolidated financial statements based on our audits.

We conducted our audits in accordance with United States generally accepted auditing standards. Those standards require

that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements

are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and

disclosures in the financial statements.  An audit also includes assessing the accounting principles used and significant

estimates made by management, as well as evaluating the overall financial statement presentation.  We believe that our

audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial

position of the Hellenic Telecommunications Organization S.A. and its subsidiaries as of December 31, 2000 and the results

of their operations and their cash flows for each of the two years in the period ended December 31, 2000, in conformity

with United States generally accepted accounting principles.

ARTHUR ANDERSEN ASSOCIATED CERTIFIED 

PUBLIC ACCOUNTANTS

Athens, Greece

May 30, 2001

(except with respect to the matters 

discussed in Notes 3 and 21 (c), 

(d) and (e) as to which the dates 

are June 20, 2001 and June 28, 2001, 

respectively)
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December 31,

Amounts in millions, except share and per share data 2000 2001 2001

Notes DRS DRS U.S. $

ASSETS

Current Assets:

Cash and cash equivalents 2(l) 314,894 118,180 320

Restricted time deposit 1(f) 0 4,367 12

Accounts receivable, net of allowance for doubtful accounts 

of Drs. 36,172, and Drs. 42,320 respectively 4 329,721 343,012 928

Due from related parties 5 61,004 58,789 159

Advances to EDEKT OTE, TAP-OTE and auxiliary funds 12 11,327 15,290 41

Loans and advances to employees 12 6,688 8,477 23

Subsidies receivable 7 13,672 7,624 21

Materials and supplies 2(f) 28,643 36,248 98

Deferred income taxes 10 4,491 2,098 6

Other current assets 36,365 43,610 117

Total current assets 806,805 637,695 1,725

Other assets:

Investments in and advances to associates 2(a), 6(a) 292,737 222,667 602

Investments in satelite organizations 2(a), 6(b) 14,158 12,710 34

Available-for-sale marketable securities 1,2(t) 2,107 8,402 23

Advances to EDEKT OTE, TAP-OTE and auxiliary funds 12 7,033 112,477 304

Loans and advances to employees, net of current portion 13,345 12,801 35

Deferred income taxes 0 18,790 51

Other long-term receivables 48,593 11,413 31

Total other assets 377,973 399,260 1,080

Telecommunication property, plant and equipment 2(h), 7 2,136,524 2,606,557 7,053

Less: Accumulated depreciation (768,810) (957,319) (2,590)

1.367,714 1,649,238 4,463

Telecommunication licences 2(e), 16 18,309 129,903 352

Less: Accumulated amortization (1,881) (3,937) (10)

16,428 125,966 342

Goodwill resulting from consolidated subsidiaries 2(g) 52,491 52,491 142

Less: Accumulated amortization (4,530) (7,608) (21)

47,961 44,883 121

TOTAL ASSETS 2,616,881 2,857,042 7,731

Exchange rate used for the convenience translation of the December  31, 2001 balances: Drs. 369.58 to U.S. $ 1.00.

The accompanying notes are an integral part of these consolidated balance sheets. 
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December 31,

Amounts in millions, except share and per share data 2000 2001 2001

Notes DRS DRS U.S. $

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current Liabilities:

Short-term borrowings 8 2,550 42,060 114

Current maturities of long-term debt 11 7,739 133,215 360

Accounts payable 201,696 246,184 666

Accrued and other liabilities 9,12 112,679 124,044 336

Deferred revenue 2(p) 35,813 41,634 113

Income taxes payable 10 24,995 83,288 225

Dividends payable 15 2,075 2,289 6

Total current liabilities 387,547 672,714 1,820

Long-Term Liabilities:

Long-term debt, net of current maturities 11 768,795 661,853 1,791

Reserve for staff retirement indemnities 12 92,887 89,456 242

Reserve for Youth Account 12 99,000 100,070 271

Deferred Income Taxes 10 15,329 0 0

Other long-term liabilities 12 15,605 43,651 118

991,616 895,030 2,422

Minority Interests 57,783 86,748 235

Shareholders’ Equity:

Share capital, nominal value Drs. 750 each at December 31,

2000 and 2001, respectively (504,054,199 shares authorized,

issued and outstanding at December 31, 2000 and 2001) 13 378,040 377,864 1,022

Paid-in surplus 201,116 203,178 550

Treasury stock (12,634,450 and  13,471,320 shares

at December 31, 2000 and 2001, respectively) 13 (88,309) (92,879) (251)

Legal reserve 14 71,207 78,318 212

Retained earnings 643,331 652,977 1,767

Accumulated other comprehensive income (25,450) (15,412) (42)

Unaccrued compensation 0 (1,496) (4)

Total shareholders’ equity 1,179,935 1,202,550 3,254

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 2,616,881 2,857,042 7,731

Exchange rate used for the convenience translation of the December  31, 2001 balances: Drs. 369.58 to U.S. $ 1.00.

The accompanying notes are an integral part of these consolidated balance sheets. 
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Year ended December 31,

Amounts in millions, except share and per share data 1999 2000 2001 2001

Notes DRS DRS DRS U.S. $

Revenues:

Domestic telephony 19 639,124 687,137 739,129 2,000

International telephony 19 158,463 135,868 130,248 352

Mobile telephony services 19 66,447 127,910 223,843 606

Other revenues 19 242,909 274,515 294,524 797

Total revenues 1,106,943 1,225,430 1,387,744 3,755

Operating Expenses:

Payroll and employee benefits (223,721) (281,793) (285,408) (772)

Payments to international operators (66,239) (79,135) (76,357) (207)

Payments to mobile telephony operators (136,751) (149,039) (144,615) (391)

Depreciation and amortization (132,490) (171,724) (200,969) (544)

Other 20 (185,986) (252,428) (299,354) (810)

Total operating expenses (745,187) (934,119) (1,006,703) (2,724)

Operating income 361,756 291,311 381,041 1,031

Other income/(expense):

Interest expense 8, 11 (13,516) (37,138) (44,822) (121)

Interest income 21,355 31,999 20,617 56

Foreign exchange gains/(losses), net 2(d) (15,992) (17,854) 1,746 5

Write down of investment 6 (34,000) (5,139) (87,343) (237)

Earnings/(losses) on equity investees 9,419 (1,316) (3,792) (10)

Gain/(loss) on sale of investment 2(a) (51) 101,546 973 3

Other income/(expense), net 12 4,626 (3,761) (15,172) (42)

(28,159) 68,337 (127,793) (346)

Income before provision for income taxes

and minority interests 333,597 359,648 253,248 685

Income taxes 10 (126,805) (137,269) (91,595) (248)

Income before minority interests 206,792 222,379 161,653 437

Minority interests (3,070) (8,099) (26,994) (73)

Net income 203,722 214,280 134,659 364 

Earnings per share (basic and diluted in full Drs) 2(r) 405 430 274 0.74

We i g h ted ave rage number of shares outstanding 5 0 3 , 4 3 1 , 4 8 9 4 9 8 , 8 8 8 , 5 3 4 4 9 0 , 9 7 0 , 4 8 0 4 9 0 , 9 7 0 , 4 8 0

Exchange rate used for the convenience translation of the December 31, 2001 balances: Drs. 369.58 to U.S. $ 1.00.

The accompanying notes are an integral part of these consolidated statements.
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Accumulated

Other

Comprehensive Share Paid-in Treasury Legal Unaccrued Retained Comprehensive

Notes Income Capital Surplus Stock Reserve Compensation Earnings Income Total

Balance, December 31, 1998 378,040 201,116 0 54,103 0 453,478 (13,736) 1,073,001 

Net income 203,722 - - - - - 203,722 - 203,722

Transfer to legal reserve 14 - - - 8,110 - (8,110) - 0

Dividends declared 15 - - - - - (100,811) - (100,811)

Treasury stock acquired - - (21,905) - - - - (21,905) 

Other comprehensive income:

Foreign currency translation (786) - - - - - - (786) (786) 

Comprehensive income 202,936

Balance, December 31, 1999 378,040 201,116 (21,905) 62,213 0 548,279 (14,522) 1,153,221

Net Income 214,280 - - - - - 214,280 - 214,280

Transfer to legal reserve 14 - - - 8,994 - (8,994) - 0

Dividends declared 15 - - - - - (110,234) - (110,234)

Treasury stock acquired - - (66,404) - - - - (66,404)

Unaccrued comprehensive income:

Foreign currency translation (10,928) - - - - - - (10,928) (10,928)

Comprehensive income 203,352

Balance, December 31, 2000 378,040 201,116 (88,309) 71,207 0 643,331 (25,450) 1,179,935 

Net Income 134,659 - - - - - 134,659 - 134,659

Transfer to legal reserve 14 - - - 7,111 - (7,111) - 0

Dividends declared 15 - - - - - (117,902) - (117,902)

Decrease in nominal value of shares (176) 176 - - - - - 0

Treasury stock acquired - - (4,570) - - - - (4,570)

Deferred compensation - 1,886 - - (1,496) - - 390

Other comprehensive income: - - - - - - 0

Unrealised gain on available-for-sale

securities, net of Drs. 377 tax 701 - - - - - - 701 701

Foreign currency translation 9,337 - - - - - - 9,337 9,337

Comprehensive income 144,697

Balance, December 31, 2001 377,864 203,178 (92,879) 78,318 (1,496) 652,977 (15,412) 1,202,550

The accompanying notes are an integral part of these consolidated statements.
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Year ended December 31,
Amounts in millions 1999 2000 2001 2001

DRS DRS DRS U.S. $
Cash Flows from Operating Activities:
Net income 203,722 214,280 134,659 364
Adjustments to reconcile to net cash
provided by operating activities:
Depreciation and amortization 132,490 171,724 200,969 544
Deferred income taxes 5,715 53,988 (32,145) (87)
Provision for doubtful accounts 14,065 29,934 28,313 77
Provision for staff retirement indemnities 
and youth account 19,914 21,338 20,925 57
Provision for additional payments to TAP-OTE 0 0 17,100 46
Minority interests 3,070 8,099 26,994 73
Deferred compensation 0 0 390 1
(Gain)/Loss on sale of investments 51 (101,546) (973) (3)
(Earnings)/losses on equity investees (9,419) 1,316 3,792 10
Write down of investment 34,000 5,139 87,343 237
(Increase)/decrease in:
Accounts receivable (65,083) (62,055) (48,534) (131)
Due from related parties (31,253) (13,807) (11,155) (30)
Materials and supplies (3,893) (4,028) (7,605) (21)
Other current assets (2,621) (11,127) (9,159) (24)
Increase/(decrease) in:
Accounts payable 34,857 22,344 46,353 125
Due to related parties 400 (400) 0 0
Accrued and other liabilities 2,578 46,778 42,973 116
Deferred revenue 7,862 1,875 6,843 19
Income taxes payable (1,788) (29,957) 58,576 158
Loans and advances to employees (7,030) (6,521) (7,339) (20)
Repayment of loans and advances to employees 5,042 7,442 6,094 16
Advances to EDEKT, TAP-OTE and auxiliary funds 1,440 (8,379) (126,507) (342)
Payment of staff ret i rement indemnities and youth 
a c count, net of employees’ co n t r i b u t i o n s (10,768) (23,981) (23,286) (63)
Other long-term receivables (11,426) (15,867) (12,518) (34)

Net Cash provided by Operating Activities 321,925 306,589 402,103 1,088

Cash Flows from Investing Activities:

Capital expenditures (327,409) (356,047) (463,466) (1,254)
Telecommunications licences fees 0 (4,020) (99,194) (268)
Payment for purchase of subsidiary, net of cash acquired 0 (12,657) (16,078) (44)
Investments in and advances to associates (1,081) (8,544) (24,958) (68)
Increase in restricted cash 0 0 (4,367) (12)
Proceeds from sale of investments 0 73,411 3,247 9

Net Cash used in Investing Activities (328,490) (307,857) (604,816) (1,637)
Cash Flows from Financing Activities:
Treasury stock acquired (21,905) (66,404) (4,570) (12)
Net change in short-term borrowings (204,617) (7,928) 39,510 107
Increase in long-term debt 401,410 587,905 140,655 381
Repayment of long-term debt (113,317) (246,673) (74,684) (202)
Proceeds from EU subsidies for investing activities
(see Note 2(h) and 7) 498 0 8,612 23
Proceeds from issuance of minority shareholders 0 56,893 1,286 3
Dividends paid (83,256) (69,034) (105,325) (285)
Net Cash provided by/(used in) Financing Activities (21,187) 254,759 5,484 15

Effect of exchange rate changes on cash 483 197 515 1
Net Increase/ (Decrease) in Cash and Cash Equivalents (27,269) 253,688 (196,714) (533)
Cash and cash equivalents at beginning of year 88,475 61,206 314,894 852

Cash and Cash Equivalents at end of year 61,206 314,894 118,180 320

Supplemental disclosures of Cash Flow Information:

Cash paid for:
- interest, net of amounts capitalized 13,317 18,540 43,631 118
- income taxes 122,878 111,810 65,885 178

136,195 130,350 109,516 296

Exchange rate used for the convenience translation of the December 31, 2001 balances:  Drs. 369.58 U.S. $ 1.00.
The accompanying notes are an integral part of these consolidated statements.
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1. COMPANY’S FORMATION AND OPERATIONS:

The Hellenic Telecommunications Organization S.A. (hereinafter referred to as “OTE”), was founded in 1949 in accordance

with Law 1049/49, as a state-owned Societe Anonyme.  OTE operates pursuant to Law 2246/94 (as amended), Law

2257/94 (OTE’s Charter) and Presidential Decree 437/95.  Up to December 31, 2000, based on an extension granted on

June 18, 1997, by the European Commission to the Greek State, OTE had the exclusive rights to install, operate and exploit

the public fixed switched telecommunications network in Greece and to provide public fixed switched voice telephony

services.  Effective January 1, 2001 and pursuant to the provisions of the new Telecommunications Law 2867/2000, issued

in December 2000, which amended certain provisions of the previous Law 2246/1994, the above mentioned exclusivity

expired and the relevant market is open to competition.  At December 31, 2001, OTE had a total of approximately 5.6

million access lines in service in Greece.

OTE still benefits from an extension of the deadline under European Union (“EU”) regulations for the introduction of

number portability and carrier selection and preselection to January 1, 2003, which was granted to Greece in September

1998.

The accompanying consolidated financial statements include the accounts of OTE and all subsidiaries where OTE has

control (hereinafter referred to as the “Group”).  The following table summarizes OTE’s major subsidiaries and provides

information relating to acquisitions, establishment and disposals of the Group’s subsidiaries during the years presented.

Company Name Line of Business Ownership Interest

at December 31,

2000 2001

(a) COSMOTE MOBILE Mobile telecommunication services 58.98% 58.98%

TELECOMMUNICATIONS S.A. 

(“Cosmote”)

(b) ARMENIA TELEPHONE Provider of fixed line and mobile 90.00% 90.00%

COMPANY (“ArmenTel”) telecommunication services

in the Republic of Armenia

(c) OTE INTERNATIONAL Investment holding company 100.00% 100.00%

INVESTMENTS LTD

(d) COSMO-HOLDING Investment holding company 57.21% 57.21%

ALBANIA S.A. (“CHA”)

(e) COSMO BULGARIA Mobile telecommunication services 0% 100.00%

MOBILE EAD (“Globul”)

(f) MTS MOBILE Mobile telecommunication services 0% 100.00%

TELECOMMUNICATION 

SERVICES A.D. - SKOPJE 

(“MTS”)

(g) OTE LEASING S.A. Leasing Services 100.00% 0%

(“OTE Leasing”)

(h) COSMO-ONE HELLAS E-commerce services 61.54% 41.33%

MARKET SITE S.A. 

(“COSMO-ONE”)

(i) OTE MTS Holding B.V. Investment holding company 0% 100.00%

(j) OTE AUSTRIA HOLDING GMBH Investment holding company 0% 100.00%
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COMPANY’S FORMATION AND OPERATIONS (Continued):

Cosmote:  Cosmote was incorporated on October 2, 1996 and is one of the four operators licensed to provide mobile

telecommunication services in Greece.  On October 3, 2000, OTE and Telenor-B Invest A.S. (Cosmote’s minority

shareholder) offered and sold 48,750,000 ordinary shares of Cosmote in a combined offering at an issue price of Drs. three

thousand two hundred (3,200) per share.  Of these shares, 17,500,000 were new shares offered and issued by Cosmote

while 31,250,000 were existing shares offered by the selling shareholders.  As the respective shares were offered in excess

of their carrying value, OTE recognized a pre-tax gain of Drs. 100,368, which is included in “Other income/(expense)” in

the accompanying 2000 consolidated statement of operations.

ArmenTel:  On March 3, 1998, OTE purchased 90% interest in ArmenTel from the Government of the Republic of Armenia

(“GoA”) (41%) and Trans-World Telecom Ltd. (49%). The related acquisition cost amounted to Drs. 41,000.  The purchase

of ArmenTel was accounted for under the purchase method of accounting.  The resulting excess of the acquisition cost

over the net identifiable tangible and intangible assets, or goodwill of ArmenTel amounted to Drs. 26,327 and through

December 31, 2001 is amortized on a straight-line basis over 20 years.

ArmenTel is the exclusive provider of all local, long distance, international and mobile telecommunication services in

Armenia. Armentel has a Telecommunications Service Licence, which grants it with fifteen years of exclusive right, with an

option for additional five years of exclusivity, for all telecommunication services throughout Armenia including wireless

paging, mobile telephony and cable television.

OTE International Investments Ltd:  OTE International Investments Ltd (formerly OTEROM) is an OTE’s wholly owned

subsidiary, incorporated on October 26, 1998 for the purpose of acquiring a 35% interest in Romtelecom S.A.

(“Romtelecom”) the public switch network operator in the Republic of Romania (see Note 6).

CHA:  CHA was incorporated on July 14, 2000.  Its shareholders are Cosmote with a 97% interest stake and Telenor

Mobile with a 3% interest stake.

On August 22, 2000, Cosmote acquired from the Albanian Ministry of Public Economy and Privatization, through CHA,

the 85% of the share capital of the Albanian Mobile Communications (“AMC”) Sh.a, for a consideration of approximately

Drs. 31.9 billion.  Of this amount, approximately Drs. 15.8 billion was immediately paid and the balance was paid on

February 20, 2001.  The resulting excess of the acquisition cost over the net identifiable tangible and intangible assets, or

goodwill of AMC amounted to Drs. 26,165 and through December 31, 2001, is amortized on a straight-line basis over

15 years.

The results of this investment have been included in the Group’s consolidated results of operations from the date of

acquisition. The purchase of AMC was accounted for under the purchase method of accounting. The pro-forma effect

assuming the acquisition took place at the beginning of the year would not have had a material effect on the Group’s net

income or net income per share.

AMC holds a licence to operate a GSM 900 network in Albania and, through January 2001, was the sole provider of mobile

telecommunications services in Albania.  In February 2001, a second license to operate a GSM 900 network in Albania was

granted.

Globul:  Globul, an OTE’s wholly owned subsidiary, was incorporated within 2001 in order to provide mobile

telecommunication services in the Republic of Bulgaria.  In this respect, a GSM license granted to OTE on January 11, 2001

by the Bulgarian State Telecommunications Commission for a consideration of Drs. 49,120, was transferred to Globul at

cost, such license being amortized over its term of fifteen years.

MTS:  MTS was incorporated in Skopje on November 20, 2001, as an OTE’s wholly owned subsidiary, for the purpose of

providing mobile telecommunication services in the Former Yugoslav Republic of Macedonia.  In this respect, and under

the terms of the Concession Agreement published as a decision of the Minister of the Transport and Communications of

the Former Yugoslav Republic of Macedonia, MTS was granted a GSM license for a consideration of Drs. 9,705 (equivalent

to U.S. Dollars 25 million) which will be amortized over its term of 22 years.  Out of this amount, Drs. 5,338 were paid

on November 26, 2001 and the remaining amount of Drs. 4,367 was held in escrow, to account for possible challenges

to the validity of the award which is currently pending before competent courts.

1.

(a)

(b)

(c)

(d)

(e)

(f)

38

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(All amounts are presented in milions of Greek Drachmas, unless otherwise stated)



COMPANY’S FORMATION AND OPERATIONS (Continued):

OTE Leasing:  On December 11, 2001, OTE disposed of its wholly owned subsidiary, OTE Leasing, to Piraeus Finance

Leases S.A., a subsidiary of Piraeus Bank S.A. for a consideration of Drs. 7,142.  The results of OTE Leasing up to the date

of its disposal are included in the Group’s consolidated results of operations.  Out of the sale proceeds, Drs. 2,000 was

collected in cash and the balance of Drs. 5,142 in shares in Piraeus Bank S.A. based on their fair value at that date. These

shares were classified as available for sale securities and are in the caption “Available-for-sale marketable securities” in the

accompanying 2001 consolidated balance sheet.  As a result of this sale, OTE recognized a pre-tax gain of Drs. 33, which

is included in “Other income/(expense)” in the accompanying 2001 consolidated statement of operations (see also Note

16). Disposition of OTE Leasing has immaterial effect on the Group’s financial position or results of operations.

COSMO-ONE:  In 2001, the Group sold a 9.87% of its participating interest in COSMOONE for a consideration of Drs.

370.  This sale resulted to a pre-tax gain of Drs. 70.  Furthermore, in 2001, the Group did not exercise its preemptive rights

in full in COSMOONE’s share capital increase, and, accordingly, its interest therein decreased by a further 10.34%.

OTE MTS Holding B.V.:  OTE MTS Holding B.V., an OTE’s wholly owned subsidiary, was incorporated within 2001 for the

purpose of acquiring our interest in MTS (See (f) above).

OTE AUSTRIA HOLDING GMBH:  OTE AUSTRIA HOLDING GMBH, an OTE’s wholly owned subsidiary, was incorporated

within 2001 under the laws of Austria, for the purpose of acquiring our interest in Globul (See (e) above).

SIGNIFICANT ACCOUNTING POLICIES:

Principles of Consolidation: The accompanying consolidated financial statements include the accounts of OTE and all

subsidiaries where OTE has control. Control is presumed to exist when OTE through direct or indirect ownership retains

the majority of voting interest or has the power to control the Board of the investee.

All material intercompany balances and transactions and any intercompany profit or loss on assets remaining within the

Group, have been eliminated in the accompanying consolidated financial statements.

The Group’s investments in other significant entities, in which the Group exercises significant influence, are accounted for

using the equity method.  Under this method the investment is carried at cost, and is adjusted to recognize the investor’s

share of the earnings or losses of the investee after the date of acquisition adjusted for impairment whenever facts and

circumstances determine that a decline in fair value below the cost basis is other than temporary. The amount of the

adjustment is included in the determination of net income by the investor and such amount reflects adjustments similar to

those made in preparing consolidated financial statements including adjustments to eliminate intercompany gains and

losses, and to amortize, if appropriate, any difference between investor cost and underlying equity in net assets of the

investee at the date of acquisition. The investment of an investor is also adjusted to reflect the investor’s share of changes

in the investee’s capital.  Dividends received from an investee reduce the carrying amount of the investment.

Gains or losses arising from changes in the equity of a subsidiary due to issuances by that subsidiary of its own stock, are

recorded in income by the Group, and are presented as a separate line item in “Other income/(expense)” in the

consolidated statements of operations.  If those issuances of stock by the subsidiary are connected with corporate

reorganizations contemplated or planned by the Group, the gains or losses generated in the transaction are accounted for

as capital transactions and recognized in “Paid-in-surplus” in the consolidated financial statements.

Investments in which the Group does not exercise significant influence are accounted for and cost and adjusted for

impairment whenever facts and circumstances determine that a decline in fair value below the cost basis is other than

temporary.

Basis of Financial Statements: OTE maintains its accounting records and publishes its statutory financial statements

pursuant to the Greek tax and corporate regulations and has made certain adjustments to these records to present the

accompanying consolidated financial statements in accordance with generally accepted accounting principles in the United

States (“U.S. GAAP”). 

Use of Estimates: The preparation of consolidated financial statements in conformity with U.S. GAAP requires

management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure

of contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of

revenues and expenses during the reporting period.  Actual results could differ from those estimates.

Foreign Currency Translation: The Group’s functional currency is the Greek Drachmae. Transactions involving other

currencies are translated into Greek Drachmae using the exchange rates, which are in effect at the time of the transactions.

At the balance sheet dates, monetary assets and liabilities, which are denominated in other currencies, are adjusted to

reflect the current exchange rates.  Gains or losses resulting from foreign currency remeasurement are reflected in the

accompanying consolidated statements of operations.

Effective January 1, 2001 and pursuant to the Treaty for the European Union, Greece joined the Economic and Monetary

Union (E.M.U.).  Accordingly, the rate for the Greek Drachmae against the Euro was fixed at Drs. 340.75:  Euro 1.00.  
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SIGNIFICANT ACCOUNTING POLICIES (Continued):

Effective January 1, 2002, the official currency for all E.M.U. member states is the Euro.  Accordingly, as of January 1, 2002,

OTE’s functional currency is the Euro. Costs incurred to upgrade, modify or replace internal use software are expensed as

incurred.

Except for operations in highly inflationary economies, where the financial statements are remeasured as if the reporting

currency of OTE had been the functional currency of the subsidiary, the functional currency of the Group’s operations

outside of Greece is the local country’s foreign currency.  Consequently, assets and liabilities of operations outside Greece

are translated into Greek Drachmae using exchange rates at the end of each reporting period.  Revenues and expenses are

translated at the average exchange rates prevailing during the period.  Cumulative translation gains and losses are reported

as cumulative translation adjustment in “Accumulated Other Comprehensive Income”, a separate component of

shareholders’ equity. Transaction gains and losses are reported in the consolidated statements of operations.

Telecommunication Licenses: Pursuant to Law 2246/94 and Presidential Decree 437/95, OTE obtained a license for

p roviding te l e communication services for a period of 25 years.  In acco rdance with the Ministerial Decision

92093/29.12.1995, certain lump sum and annual charges were determined, which are recorded on an accrual basis.

Furthermore, in accordance with the above-mentioned Ministerial Decision, a lump sum charge of Drs. 14,289 for

providing terrestrial mobile telecommunication services was determined.  During 1996, OTE established Cosmote, for the

purpose of providing terrestrial mobile telecommunication services.  According to Law 2257/94 (as amended by Law

2465/97), the license for providing mobile telecommunication services was transferred, at carryover basis, to this subsidiary

in February 1997. This license is being amortized over its term of 24 years.

In December 2000, two licences for fixed wireless access services were granted to OTE, the first covering the 3.5 GHz

range of frequencies and the second covering the 25GHz range of frequencies, for a total consideration of Drs. 4,020.

These licences are being amortized over their term of 15 years.

On August 6, 2001, Cosmote was awarded a third generation license (“the 3G License”) for a term of twenty (20) years

at a cost of approximately Drs. 55,000.  Of this amount, Drs. 38,500 was paid in August 2001, while the remaining balance

of Drs. 16,500 will be paid, interest-free, in three annual equal instalments, commencing in December 2005.  The 3G

License and the related outstanding liability are presented in the accompanying 2001 consolidated balance sheet at their

discounted present values (fair value).  The discounted present value of the outstanding liability at the acquisition date of

the 3G License amounted to approximately Drs. 12,100, which has been increased with the notional interest through

December 31, 2001, of approximately Drs. 300.  The total liability at December 31, 2001, amounted to approximately

Drs. 12,400 and is included in “Other long-term liabilities” in the accompanying 2001 consolidated balance sheet.  The

notional interest of approximately Drs. 300 referred to above is included in interest expense in the accompanying 2001

consolidated statement of operations.  The discounted present value of the 3G License at the acquisition date amounted

to approximately Drs. 50,600.  Interest is being capitalized to the cost of the 3G License during the related network’s

construction period.  Interest capitalized through December 31, 2001, amounted to approximately Drs. 1,000.

Furthermore, amortization of the 3G License will commence only once the related network is complete and operational.

The Group evaluates licenses for impairment whenever circumstances and situations change such that there is an indication

that the amounts may not be recoverable. An impairment loss is recognized when the estimated expected future cash flows

(undiscounted and without interest) are less than the carrying amount of the license. Measurement of an impairment loss

is based on fair value of the licenses computed using discounted cash flows. No impairments have been recognized in the

periods presented. 

Materials and Supplies: Materials and supplies are stated at the lower of cost or market.  The cost is determined using

the weighted average cost method.  A reserve is established when such items are determined to be technologically

obsolete or slow moving.

Goodwill: The excess of purchase price over net identifiable tangible and intangible assets, or goodwill of businesses

acquired is amortized on a straight-line basis over periods not exceeding 20 years.  The Group evaluates goodwill for

impairment whenever circumstances and situations change such that there is an indication that the respective amounts

may not be recoverable.  An impairment loss is recognized when the estimated expected future cash flows (undiscounted

and without interest) are less than the carrying amount of the asset.  Measurement of an impairment loss is based on fair

value of the asset computed using discounted cash flows if the asset is expected to be held and used.  

Telecommunication Property, Plant and Equipment: Telecommunication property, plant and equipment are

stated at cost, net of subsidies received primarily from the EU, plus interest costs incurred during periods of construction.

Newly constructed assets are added to property, plant and equipment at cost which includes direct technical payroll costs

related to construction (inclusive of related employer contributions) and applicable general overhead costs.  Repairs and

maintenance are charged to expense as incurred.  The cost and related accumulated depreciation of assets retired or sold

are removed from the accounts at the time of sale or retirement, and any gain or loss is included in the accompanying 
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SIGNIFICANT ACCOUNTING POLICIES (Continued):

consolidated statements of operations. An impairment loss is recognized when the estimated expected future cash flows

(undiscounted and without interest) are less than the carrying amount of the asset.  Measurement of an impairment loss

is based on fair value of the asset computed using discounted cash flows if the asset is expected to be held and used.  Assets

held for sale are accounted for at the lower of carrying amount or fair value, less cost to sell.

Depreciation: Depreciation is computed based on the straight-line method at rates, which approximate average

estimated economic useful lives.

Reserve for Staff Retirement Indemnities and Youth Account: Retirement and Youth Account obligations are

calculated at the discounted value of the future retirement benefits and benefits to children of OTE’s employees deemed

to have accrued at year-end, based on the employees earning retirement and Youth Account benefit rights steadily

throughout the working period.  Retirement and Youth Account obligations are calculated on the basis of financial and

actuarial assumptions detailed in Note 12.  Net pension costs for the period are included in payroll in the accompanying

consolidated statements of operations and consist of the present value of benefits earned in the year, interest cost on the

benefits obligation, prior service cost and actuarial gains or losses. Prior service costs are recognized on a straight-live basis

over the average remaining service period of the employees expected to receive benefits under the plan. Unrecognised

gains or losses are recognized over the average remaining service period of active employees and included as a component

of net pension cost for a year if, as of the beginning of the year, it exceeds 10% of the projected benefit obligation.  The

retirement and Youth Account benefit obligations are not funded. Contributions that are related with employees who retire

under the voluntary retirement program are recognized when employees accept the offer and the amounts can be

reasonably estimated.

Income Taxes: Income taxes have been accounted for using the liability method in accordance with SFAS No. 109

“Accounting for Income Taxes”.  Deferred income taxes have been provided for the tax effects of temporary differences

between financial reporting and tax bases of assets and liabilities, using enacted tax rates in effect in the years in which the

differences are expected to reverse.  Valuation allowances are recorded to reduce deferred tax assets when it is more likely

than not that a tax benefit will not be realized.

Cash and Cash Equivalents: The Group considers time deposits and other highly liquid investments with original

maturities of three months or less to be cash equivalents.  Restricted cash is excluded from cash and cash equivalents for

cash flow purposes.

Advertising Costs: Advertising costs are expensed as incurred (see Note 20).

Research and Development Costs: Research and development costs are expensed as incurred. Such costs for the

years ended December 31, 1999, 2000 and 2001 amounted to Drs. 3,770, Drs. 2,678 and Drs. 1,768 respectively, and

are included in other operating expenses in the accompanying consolidated statements of operations.

State’s Participation in Social Costs: Up to December 31, 2000, the Greek State, in accordance with Law 2257/94,

participated in costs incurred by OTE in providing telecommunication services to rural and underdeveloped areas (social

costs).  The State’s participation in social costs incurred by OTE for 1999 and 2000 amounted to Drs. 11,000 per year,

which amounts are included in “Other revenues” in the accompanying 1999 and 2000 consolidated statements of

operations.  The outstanding receivable as of December 31, 2000 amounted to Drs. 11,000 and is included in “Due from

related parties” reflected under current assets in the accompanying 2000 consolidated balance sheet.  As agreed with the

Ministry of Finance, this amount has been offset against the dividend which was distributed to the State in 2001. As of

January 1, 2001, the effective date of the liberalization of the public fixed switched voice telephony, the Greek State does

not participate in such social costs.

Recognition of Revenues and Expenses: Fixed revenues primarily consist of connection and subscription fees,

exchange network and facilities usage charges, other value added communication services fees, and sales of handsets and

accessories.  Revenues are recognized as follows:

• Connection fees: Connection fees for the fixed network are deferred and amortized to income over the estimated

service life of a subscriber’s life.  No connection fees are charged for mobile services.

• Subscription Fees: Revenues related to the monthly network service fees are recognized in the month that the

telecommunication service is provided. 

41

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(All amounts are presented in milions of Greek Drachmas, unless otherwise stated)

2.

(i)

(j)

(k)

(l)

(m)

(n)

(o)

(p)



SIGNIFICANT ACCOUNTING POLICIES (Continued):

• Usage Charges and Value added Services Fees: Call fees co n s i st of fees based on airtime and tra f fic genera ted by the 

caller, the destination of the call and the service utilized.  Fees are based on traffic, usage of airtime or volume of data

transmitted for value added communication services.  Revenues for usage charges and value added communication services

are recognized in the period when the services are provided. Revenues from outgoing calls made by OTE’s subscribers to

subscribers of mobile telephony operators are presented at their gross amount in the consolidated statements of

operations as the credit and collection risk remains solely with OTE.  Interconnection fees for mobile-to-mobile calls are

recorded at their contractual amounts, i.e., nil, in line with APB 29.  Unbilled revenues from the billing cycle date to the

end of each period are estimated based on traffic.  The accrued unbilled revenues for services provided was approximately

Drs. 108,976 and Drs. 125,223 as of December 31, 2000 and 2001, respectively and are included in “Accounts receivable”

in the accompanying consolidated balance sheets.

Revenues from the sale of pre-paid airtime cards and the pre-paid airtime, net of discounts allowed, included in the Group’s

pre-paid services packages, are recognized based on usage. Unused air-time is included in “Deferred revenue” in the

accompanying consolidated balance sheets. The entire balance of deferred revenue is realized within the following year.

Airtime and acquisition commission costs due to the Group’s Master Dealers for each subscriber acquired through their

network are expensed as incurred.  Commissions paid for each contract subscriber acquired by the Master Dealers as well

as bonuses paid to Master Dealers in respect of contract subscribers who renew their annual contracts, are deferred and

amortized to expense over the contract period.  Bonuses for the achievement of mutually agreed targets and commissions

based on revenues billed to each subscriber acquired by the Master Dealers are expensed as incurred. 

• Handsets and Accessories: Revenues from the sale of handsets and accessories, net of discounts allowed, are

recognized upon shipment to dealers or at point-of-sale (in the case of sales through the Group’s retail outlets).

On December 3, 1999, the United States Securities and Exchange Commission (SEC) staff released Staff Accounting

Bulletin (SAB) No. 101 “Revenue Recognition” to provide guidance on recognition, presentation and disclosures of revenue

and certain related costs in financial statements. The Group has adopted the provisions of SAB No. 101 effective January

1, 2000, as required by the SEC. The adoption of SAB No. 101 (as amended by SAB No. 101A and SAB No. 101B) by the

Group did not have any effect on its statements of operations, as compared with the prior years. 

Concentrations of Credit Risk and Allowance for Doubtful Accounts: Financial assets that potentially subject

the Group to concentrations of credit risk are trade accounts receivable. Due to the large volume and diversity of the

Group’s customer base, concentrations of credit risk with respect to trade accounts receivable are limited. At each reporting

period/date, all accounts receivable inclusive of unbilled revenue are assessed based on historical trends and statistical

information and a provision is recorded for the probable and reasonably estimable loss for these accounts.  The balance of

such allowance for doubtful accounts is adjusted by recording a charge to the consolidated statement of operations of the

reporting period. Any amount written-off with respect to customer account balances is charged against the existing

allowance for doubtful accounts.  All accounts receivable for which collection is not considered probable are written-off.

Earnings per Share: Basic and diluted earnings per share are computed by dividing net income by the weighted average

number of shares outstanding during each year.  In accordance with FASB Statement No. 128, the effect of options

outstanding at December 31, 2000 and 2001, has been computed using the treasury stock method.  The number of shares

granted under the Share Option Plans during 2000 and 2001, did not affect diluted earnings per share. The difference

between outstanding shares and weighted average number of shares outstanding used for both basic and diluted earnings

per share is attributable to purchases of treasury stock for all years presented. 

Employees’ Share Option Plans: The Group accounts for stock-based awards to employees using the intrinsic value

method prescribed in APB 25, “Accounting for Stock Issued to Employees”. Compensation cost for stock options granted

to employees is measured as the excess of the quoted market price of the Group’s stock on the measurement date over

the amount an employee must pay to acquire the stock (the “intrinsic value”), and is recognized ratably over the vesting

period. The intrinsic value of the options for which the measurement date has not been reached is measured on the basis

of the current market value of the Group’s stock at the end of each period.

Available-for-sale marketable securities: The Group has investments in equity securities, which are traded on the

Athens Stock Exchange. These investments have been classified as available-for-sale and are carried at their fair market

value with the unrealized holding gains and losses reflected under “Other comprehensive income” in the accompanying

consolidated statements of shareholders’ equity.  Realized gains and losses, dividends and declines in value judged to be

other than temporary are included in “Other income/(expense)” in the accompanying consolidated statements of

operations.
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SIGNIFICANT ACCOUNTING POLICIES (Continued):

Borrowing Costs:  Underwriting, legal and other direct costs incurred in connection with the issuance of long-term debt

are treated as a deferred charge, classified as “Other assets”, and amortized using the effective interest rate method over

the life of the debt.  Amortization for the years ended December 31, 1999, 2000 and 2001 amounted to Drs. nil, Drs.

216 and Drs. 241, respectively and is included in “Interest expense” in the accompanying consolidated statements of

operations.

Accumulated Other Comprehensive Income: During the years ended December 31, 1999 and 2000, accumulated

other comprehensive income amounted to Drs. (14,522) and Drs. (25,450), respectively, including an equivalent amount

of foreign currency translation. During the year ended December 31, 2001, accumulated other comprehensive income

amounted to Drs. (15,412), including foreign currency translation of Drs. (16,113) and unrealized gain of available-for-sale

securities of Drs. 701, net of Drs. 377 tax.  

Derivative Financial Instruments: In June 1998, the Financial Accounting Standards Board issued SFAS No. 133,

“Accounting for Derivative Instruments and Hedging Activities”. SFAS No. 133 establishes accounting and reporting

standards requiring that every derivative instrument (including certain derivative instruments embedded in other contracts)

be recorded in the balance sheet as either an asset or liability measured at its fair value, with changes in the derivatives’

fair value recognized currently in earnings unless specific hedge accounting criteria are met. SFAS No. 133 as amended by

SFAS No. 138, is effective for fiscal years beginning after June 15, 2000 and cannot be applied retroactively.  During fiscal

year 2000, the Group did not engage in any transaction with derivative instruments or had any hedging activities, and as

such there was no impact on adoption of the Standard.  In fiscal year 2001, the Group entered into interest rate swaps to

cover the change in the fair value of its fixed-rate Euro bond (see Note 11). The Group has a policy of entering into such

contracts with parties that meet stringent qualifications and, given the high level of credit quality of its derivative

counterparties, the Group does not believe it is necessary to obtain collateral arrangements. For financial reporting

purposes, these derivative instruments were not designated as hedges, as they did not meet the applicable criteria set by

SFAS No. 133.  The fair value of such interest rate swaps outstanding as of December 31, 2001 amounted to Drs. 3,856

and is included in “Other current assets” in the accompanying 2001 consolidated balance sheet. Net loss resulted from

these derivative instruments for the year ended December 31, 2001 amounted to Drs. 2,421 and is included in “Other

income/(expense)” in the accompanying 2001 consolidated statement of operations.

Recently Issued Accounting Pronouncements: During 2001, the Financial Accounting Standards Board (“FASB”)

has issued four SFAS’s, which are summarized as follows:

SFAS No. 141, “Business Combinations”, relates to financial accounting and reporting for business combinations and is

effective for all business combinations initiated after June 30, 2001 and business combinations completed July 1, 2001 and

later.  It states that all business combinations included within the scope of the statement should be accounted for using the

purchase method.  The Group has had no business combinations, which would be affected by the statement, but any future

business combinations that are contemplated would need to take account of the requirements of the statement.

SFAS No. 142, “Goodwill and Other Intangible Assets”, establishes new standards for accounting for goodwill and other

intangible assets.  The statement does require that goodwill and indefinite lived intangible assets no longer be amortized,

but reviewed annually for impairment and is effective for financial statements issued for fiscal years beginning after

December 15, 2001. Application of the nonamortization provisions of SFAS No. 142 is expected to result in an increase

in net income of approximately Drs. 7.0 billion in 2002. The Group will test goodwill for impairment using the two-step

process prescribed in SFAS No. 142. The first step is a screen for potential impairment while the second step measures the

amount of impairment, if any. The Group has not yet determined the effect of these tests on its results of operations and

its financial position. The Group does not have indefinite life intangible assets.

SFAS No. 143, “Accounting for Asset Retirement Obligations”, relates to financial accounting and reporting requirements

associated with the retirement of tangible long-lived assets and the associated asset retirement costs.  The statement is

effective for financial statements issued for fiscal years beginning after June 15, 2002.  The Group expects to adopt SFAS

No. 143 on January 1, 2003 and has not yet determined the impact, if any, that it will have on its results of operation, its

financial position or its cash flows.

SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”, addresses financial accounting and

reporting for the impairment or disposal of long-lived assets and supersedes SFAS No. 121, “Accounting for the

Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of”.  The statement requires that those long-

lived assets be measured at the lower of carrying amount or fair value less cost to sell, whether reported in continuing

operations or in discontinued operations.  The statement is effective for financial statements issued for fiscal years beginning

after December 15, 2001.  The Group expects to adopt SFAS No. 144 in fiscal year 2002 and has not yet determined the

impact, if any, that it will have on its results of operation, financial position or its cash flows.
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SIGNIFICANT ACCOUNTING POLICIES (Continued):

In April 22, 2002, the FASB issued SFAS No. 145 “Rescission of FASB Statements No’s 4, 44 and 64, Amendment of SFAS

No. 13 and Technical Corrections”. The principal change is that gains or losses from extinguishments of debt which are

classified as extraordinary items by SFAS No. 4 will no longer be classified as such. The provisions of SFAS No. 145 are

effective for fiscal years beginning after May 15, 2002 although early application of the Statement related to the rescission

of SFAS No. 4 is encouraged. The Group plans to adopt SFAS No. 145 for its fiscal year ending December 31, 2003. When

adopted, prior extraordinary items related to the extinguishment of debt will need to be reclassified.

Presentation Changes: Certain reclassifications have been made to the presentation of the 1999 and 2000

consolidated financial statements to conform with those of 2001.

TRANSLATIONS OF GREEK DRACHMAE AMOUNTS INTO U.S. DOLLARS:

The consolidated financial statements are stated in Greek Drachmae. The translations of the Greek Drachmae amounts

into U.S. Dollars at the rate of Drs. 369.58 to U.S. $ 1.00 are included solely for the convenience of the reader, using the

noon buying rate in New York City for cable transfers in Euros, as certified for customs purposes by the Federal Reserve

Bank of New York on May 24, 2002, which was Euro 0.9220 to U.S.$ 1.00 and the fixed exchange rate of Drs. 340.75 to

Euro 1.00.  The convenience translations should not be construed as representations that the Greek Drachmae amounts

have been, could have been, or could in the future be, converted into U.S. Dollars at this or any other rate of exchange.

ACCOUNTS RECEIVABLE:

Accounts receivable are analyzed as follows:

December 31,

2000 2001

Subscribers 227,492 215,089

International traffic 8,223 14,710

Other accounts receivable 21,202 30,310

256,917 260,109

Less- Allowance for doubtful accounts (36,172) (42,320)

220,745 217,789

Accrued revenue 108,976 125,223

329,721 343,012

The movement of the allowance for doubtful accounts receivable during the years ended December 31, 1999, 2000 and

2001 was as follows:

Balance Balance from Balance Balance,

beginning newly acquired from subsidiary end

of year subsidiary deconsolidated (see Note 1g) Expensed Utilized of year

1999 17,243 - - 14,065 (9,055) 22,253

2000 22,253 1,309 - 29,934 (17,324) 36,172

2001 36,172 - (1,720) 28,313 (20,445) 42,320
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DUE FROM RELATED PARTIES:

The Greek State, as a principal owner of OTE, is a related party to the Group.  The Group, in the normal course of business,

provides telecommunication services to State Entities and Organizations.  Furthermore, until December 31, 2000, the State

participated in costs incurred by OTE in providing telecommunication services to rural and underdeveloped areas [see Note

2(o)]. 

Amounts due from related parties are as follows:

December 31,

2000 2001

Greek State 11,000 -

Accounts receivable from State Entities 

and Organizations 43,140 41,622

Romtelecom S.A. 6,864 17,167

61,004 58,789

Revenues generated from State Entities and Organizations amounted to approximately 3%-5% of total revenues for each

of the three years in the period ended December 31, 2001.

INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS:

OTE’s investments are analyzed as follows:

December 31,

2000 2001

(a) Investments in and advances to associates 292,737 222,667

(b) Investments in satellite companies and organizations 14,158 12,710

306,895 235,377

Investments in and advances to associates:

OTE’s investments are analyzed as follows:

December 31,

2000 2001

Equity participation or acquisition cost:

Telekom Srbija a.d. 84,877 85,312

Romtelecom S.A. 192,360 93,987

Other investments 4,931 5,632

282,168 184,931

Advances to: 

Romtelecom S.A. and subsidiary 3,662 29,951

Telekom Srbija a.d. 5,733 6,325

Other investments 1,174 1,460

10,569 37,736

292,737 222,667
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INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS (Continued):

(i) TELEKOM SRBIJA a.d. (“Telekom Srbija”): During June 1997, OTE acquired a 20% interest in Telekom Srbija,

a company which was established on May 23, 1997, through the contribution of the telecommunications sector of the

Public Enterprise of PTT Traffic, Serbia effective June 1, 1997.  The acquisition cost amounted to Drs. 106,310.  The

purchase of Telekom Srbija was accounted for under the purchase method of accounting.  The resulting excess of the

acquisition cost over the net identifiable tangible and intangible assets, or goodwill of Telecom Srbija amounted to Drs.

27,276 and through December 31, 2001, is amortized on a straight-line basis over 20 years.

On November 25, 1997, OTE granted a loan of DEM 25 million to Telekom Srbija for its working capital requirements.

This loan bears interest at the Frankfurt Interbank Offering Rate (“FIBOR”) plus 10%.  After consecutive extensions of the

repayment schedule of this loan, negotiations for its further extension are still in process.

Condensed financial statements for Telekom Srbija are as follows:

Condensed balance sheets December 31,

ASSETS 2000 2001

Current assets 53,090 53,942

Property, plant and equipment, net 334,330 313,189

Other non current assets 20,301 30,468

TOTAL ASSETS 407,721 397,599

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities 84,768 69,587

Long-term debt 10,640 6,702

Shareholders’ equity 312,313 321,310

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 407,721 397,599

Condensed statements of operations Year ended December 31, 

2000 2001

Operating revenues 124,524 149,256

Operating expenses (103,518) (132,000)

Operating profit 21,006 17,256

Other income/(expense), net (42,017) (8,259)

Net income / (loss) (21,011) 8,997

In December 2000, the National Bank of Yugoslavia devalued the Serban Dinar by approximately 400%.  As a result,

foreign exchange losses of approximately Drs. 35 billion were incurred and charged to the 2000 statement of operations

of Telekom Srbija.

The corporate income tax rate is 20% on profits in accordance with the Federal Republic of Yugoslavia’s tax and accounting

legislation.  Under the present tax legislation, Telekom Srbija is eligible for a 100% reduction in the effective corporate tax

rate for a three-year period and for foreign shareholders’ investments for a five-year period, which began with the

commencement of business on June 1, 1997.  However, taxes have been provided on OTE’s share of the undistributed

profits of Telekom Srbija at a rate of 35% as such taxes will be payable in Greece upon distribution of such profits.

Dividend distributions from Serbia to Greece are subject to a withholding tax of 20%.

Due to the consequences of the NATO military actions conducted against Yugoslavia in 1999 and the current

implementation of the United Nations’ Security Council Resolution 1244 relating to the situation in Kosovo and Metohija,

Telekom Srbija does not have control over the telecommunication activities in Kosovo and Metohija.
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INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS (Continued):

(ii) ROMTELECOM S.A. : On December 30, 1998, OTE, through its subsidiary OTE International Investments Ltd,

acquired a 35% interest in Romtelecom S.A., a company which was established on November 1, 1997, through the

contribution of the business and substantially all of the assets and liabilities of Romtelecom RA (the former state

telecommunication entity).  The acquisition cost amounted to approximately Drs. 189,830 (U.S.$ 675 million) and was paid

on December 30, 1998.  The resulting excess of the acquisition cost over the net identifiable tangible and intangible assets,

or goodwill of Romtelecom, which amounted to Drs. 51,878 and was amortized on a straight-line basis over 20 years, has

been written off in 2001 through the impairment charge described below.

Up to December 31, 1999, the corporate income tax rate was 38% on profits in accordance with the Republic of

Romania’s tax and accounting legislation.  Effective January 1, 2000, the income tax rate was reduced to 25%.  The effect

of the reduction in the tax rate has been accounted for in Romtelecom’s financial statements.  However, the difference

between the Company’s and Romtelecom’s tax rate (10%) has been provided on the Company’s share of the undistributed

profits of Romtelecom.  Dividends remitted to a foreign entity are subject to a 10% withholding tax.

Condensed consolidated financial statements for Romtelecom are as follows:

Condensed consolidated balance sheets December 31, 

ASSETS 2000 2001

Current assets 123,977 103,003

Property, plant and equipment, net 586,798 697,004

Other non-current assets 11,233 9,093

TOTAL ASSETS 722,008 809,100

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities 137,862 299,428

Long-term debt 116,888 57,445

Other long-term liabilities 51,074 60,786

Shareholders’ equity 416,184 391,441

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 722,008 809,100

Condensed consolidated statements of operations Year ended December 31,

2000 2001

Operating revenues 306,140 325,560

Operating expenses (266,566) (310,637)

39,574 14,923

Other income/(expense), net (22,036) (22,378)

17,538 (7,455)

Income taxes (13,847) (8,384)

Net income/(loss) 3,691 (15,839)

The major terms of the transaction documents signed between OTE and the State Ownership Fund of Romania which was

then acting as the seller on behalf of the Romanian State and representing Romtelecom, were as follows:

- Share transfer restrictions on OTE for a period of five years.

- Until the fifth anniversary of the agreement, OTE is not allowed to acquire additional shares without the Romanian State’s

written consent, except:

a) through the subscription for new shares in proportion to OTE’s holding or, if the shares are purchased under

the usufruct agreement (see below).

b) no consent is required if holding does not exceed 40%.

The usufruct agreement signed between the aforementioned parties, granted OTE up to an additional 16% voting rights,

for a period of five years (expiring in December 2003), thus holding 51% of the voting rights in the ordinary general

shareholders’ meetings as long as OTE’s and the Romanian State’s interests in Romtelecom do not fall below 35% and

25%, respectively.  In the event that the Romanian State’s interest in Romtelecom falls below 25%, OTE is entitled to

purchase up to a 51% equity interest in order to maintain its voting rights. 
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INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS (Continued):

According to Romtelecom’s statutes, OTE cannot exercise its temporary 16% voting rights in extraordinary general

shareholders meetings. In all extraordinary general sharehorders’ meetings the Romanian State, through the Ministry of

Communications, has 65% voting rights while OTE has 35% voting rights. The extraordinary general shareholders’ meeting

decides upon the pledging or mortgaging of any assets worth more than half the company’s book value, dissolution or

liquidation, changing the object of the company, mergers, increasing or reducing the company’s share capital or amending

the company’s statutes.  The Romanian State as special shareholder also has veto power in matters affecting its national

security interests.

Telecommunications and data transmission services are of great importance to Romania for various reasons, including

economic, social strategic and national security considerations.  The Romanian Government has exercised and may be

expected to exercise significant influence over the operations of the telecommunications sector and, consequently,

Romtelecom.  Furthermore, the Romanian Government, acting through the Ministry of Communications and the

Competition Council, has the general authority to regulate domestic tariffs.

OTE, given the temporary nature of its additional 16% voting rights and considering the factors described below, believes

that it does not have control of the company and, consequently, has accounted for its investment in Romtelecom using the

equity method. The factors considered by OTE are as follows:

• Romtelecom’s  tariff  increases were dependent upon a formula defined by the Romanian State which was in place for a

3 year period from the acquisition date. However, as a result of the Romanian State’s indirect influence, tariffs have not

increased to the levels allowed by the aforementioned formula.

• Romtelecom is organized in 41 territorial divisions all of which have the legal status of a    branch. OTE has not been

able to centralize these divisions to a smaller number of regional centers, which would improve Romtelecom’s cost

structure, as such a decision may only be taken in an extraordinary general shareholders’ meeting where OTE holds only

35% of the voting rights. 

• As disclosed above, OTE is not in the position to approve an increase in Romtelecom’s share capital as such increase can

only be approved by an extraordinary general shareholders’ meeting where OTE holds only 35% of the voting rights. Such

an increase was contemplated as part of the Restructuring Plan approved by Romtelecom’s shareholders in an ordinary

general meeting held on November 26, 2001, in light of the acute cash flow difficulties encountered by the company within

2001, as described in detail below. Despite OTE’s continuous efforts, such an increase in share capital has not yet been

agreed or accepted by the Romanian State.

• Romtelecom’s current seven executive directorates have been approved by an extraordinary general  shareholders’

meeting, where OTE holds only 35% of the voting rights.

• Romtelecom’s business plan prepared at the time of the acquisition, provided that it would obtain significant borrowings,

which were expected to be secured through the pledging and mortgaging of the assets. The value of such secured assets

was expected to be in excess of half of the Romtelecom’s book value, as reported under its statutory financial statements.

Over the past three years, Romtelecom has not obtained substantial new financing, as the Romanian State, in its position

as majority shareholder, was not willing to discuss the pledging of assets or future revenues of Romtelecom. 

As of December 31, 2001, Romtelecom’s current liabilities are in excess of its current assets and, accordingly, it has

breached the current ratio covenant attached to its European Bank of Reconstruction and Development (“EBRD”) facilities.

As of the date of this report, EBRD has not issued a formal waiver that this breach will not result in the facilities being

withdrawn nor have they notified Romtelecom of such withdrawal.   These conditions indicate the existence of a material

uncertainty which may cast significant doubt on Romtelecom’s ability to continue as a going concern.

The factors set out above and a valuation of Romtelecom, indicated a decline in its value other than temporary. As a result,

OTE recorded an impairment charge of Drs 87,343 (Drs 56,773 net of tax), which is included  in the accompanying  2001

consolidated statement of operations.

Romtelecom’s consolidated financial statements do not include any adjustments relating to the recoverability and

classification of recorded assets amounts or to amounts and classification of liabilities that may be necessary if it is unable

to continue as a going concern.

In order to address the short and medium-term funding requirements, Romtelecom management have taken the following

steps:
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INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS (Continued):

Restructuring Plan: In July 2001, Romtelecom significantly reduced payments to its fixed asset suppliers pending the

approval of the business plan by the shareholders.  Romtelecom’s management negotiated, in December 2001, with its

fixed asset suppliers the re-scheduling of the amounts falling due between July 2001 and August 2002 to September 30, 

2002.  Re-scheduled payments as at December 31, 2001 and June 30, 2002 amount to USD 35.2 million and USD 79.2

million, respectively.  Romtelecom’s shareholders approved in the ordinary meeting held on November 26, 2001, the

preliminary business plan proposed by Romtelecom’s management and committed their best efforts to ensure the

implementation of such plan, including among other things the satisfaction of the funding requirements of Romtelecom,

the reduction of the number of personnel, the need for tariff restructuring, the enforcement of cost cutting procedures and

the clear delineation of management objectives and responsibilities.  This plan covers the period up to December 31, 2006

and includes equity and debt financing in the total amount of USD 450 million.  During December 2001, OTE International

Investments Ltd. advanced Euro 55 million to Romtelecom in form of a bridge loan.

Romtelecom’s shareholders approved in the ordinary meeting held on June 27, 2002, Romtelecom’s final strategy and

business plan and the five-year financial projections.  The amounts and timing of the contributions from the shareholders

and additional external long-term financing have not changed compared to the preliminary business plan.  However, the

final split between equity and debt is to be agreed by the shareholders in a future extraordinary shareholders’ meeting.

Mobile telephony subsidiary: Cosmorom, Romtelecom’s wholly-owned consolidated subsidiary, which provides

mobile telephony services, has incurred significant losses during the year ended December 31, 2001. Romtelecom, in an

extraordinary shareholders meeting held on January 14, 2002, agreed to increase the share capital of Cosmorom by

approximately USD 49 million.

Shareholders’ frame agreement: On June 27, 2002, Romtelecom’s shareholders signed a frame agreement which

establishes the framework within which they agree to satisfy the funding requirements of Romtelecom and CosmoROM

and to work together to come to a definitive global agreement on how to implement arrangements to satisfy the funding

requirements of Romtelecom and CosmoROM in a manner consistent with the further privatisation of Romtelecom and

the final business plan, as well as to ensure a viable basis for the on-going operations and development of Romtelecom

and CosmoROM in a liberalized telecommunications market.  The shareholders agreed to take all necessary measures and

steps which lie within their respective authority and responsibilities in order to ensure the implementation of the final

business plan.

The essential elements of the agreement are the following:

• To satisfy in part Romtelecom’s funding requirements, approximately USD 200 million or any other amount which will

be approved through a decision of the relevant shareholders’ general assembly, based on the company’s business plan and

on the findings of the advisors of the shareholders and taking into account the further privatisation process will take the

form of any equity investment.  OTE International Investments Ltd. expressed its willingness to meet these equity

requirements to the full amount, if necessary. The equity increase is dependent on the approval by the shareholders of the

valuation performed by the Government’s advisors.  The equity increase has been agreed to take place on September 6,

2002.

• To satisfy the balance of the Romtelecom funding requirements, approximately USD 250 million will be obtained in the

international debt market.  OTE International Investments Ltd. agreed to co-operate with Romtelecom in liasing with the

financial community to ensure additional debt funding for Romtelecom.  The agreed timing for obtaining the long-term

financing is December 31, 2002.

• To satisfy the CosmoROM funding shortfall, the shareholders will explore the commercial opportunity of implementing

the business plan proposed by CosmoROM’s management and the funding requirements which it entails.

• To facilitate the execution of the restructuring plan and the transaction contemplated by this agreement, the shareholders

will co-operate to implement the key parameters inherent in the business plan, to assist Romtelecom in restructuring its

current debt, to agree on the potentially necessary legislative measures and steps, including necessary changes to

Romtelecom’s charter, to revise the privatisation documents and to review (and submit their proposals to the competent

regulatory authorities) the terms and conditions of the license in order that the license reflects the position of Romtelecom

in a liberalised market.

In view of the actions described above, Romtelecom’s management believe that the company will secure adequate long-

term financial resources for the company and its subsidiaries, and therefore, considered it appropriate to adopt the going

concern basis in preparing its consolidated financial statements.
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INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS (Continued):

Investments in satellite companies and organizations:

OTE participates in international satellite companies and organizations. These are not traded investments, and since OTE

does not exercise significant influence, they are carried at cost.  OTE’s participations in international satellite companies and

organizations at December 31, 2000 and 2001 were as follows:

December 31,

2000 2001

Cost (%) Interest Cost (%) Interest

(i)    INTELSAT LTD 1,661 0.31 1,186 0.23

(ii)   INMARSAT VENTURES PLC 8,328 4.67 8,328 4.67

(iii)  EUTELSAT S.A. 4,165 1.47 3,192 0.87

(iv)  ICO GLOBAL - - - -

(v)  NEW SKIES SATELLITE S.A. 4 0.31 4 0.31

14,158 12,710

Intelsat Ltd., a Bermuda-based holding company, was formed as a privately held commercial entity in July 2001 through

the transformation of the International Telecommunications Satellite Organization (“IGO”), the International Organization

of Satellite Communications with participation of more than 200 telecommunications organizations, including OTE.  As of

the date of transformation, substantially all of the IGO’s assets, liabilities, rights, obligations and operations were transferred

to the company and its wholly-owned subsidiaries, which, in turn, issued ordinary shares to the previous shareholders of

IGO.

Inmarsat Ventures Plc (formerly Inmarsat Holdings Ltd.), was converted to a limited liability company on March 15, 2001,

registered in England and Wales.  It is the parent company of Inmarsat Ltd. which, on April 15, 1999, has undertaken all

assets and liabilities of the International Mobile Satellite Organization (“INMARSAT”), founded in 1979 in order to establish

global satellite communications with ships, aeroplanes, trucks and trains with participation of 80 countries, including

Greece.

Eutelsat S.A., formed as a limited liability company on March 22, 2001, registered in Paris-France, to which the net assets

of the European Telecommunication Satellite Organization (“EUTELSAT”) were transferred on July 2, 2001.  In return, the

company issued shares to EUTELSAT, which were then transferred to its former shareholders.  Approximately 50

telecommunications operators and/or authorities participate in the company.

ICO GLOBALCOMMUNICATIONS LTD (“ICO Global”).  ICO Global, a NASDAQ listed company, in which OTE participated

by a 5.88% shareholding, was founded for the purpose of providing worldwide satellite mobile telephony services.

On August 27, 1999, following the failure of a discounted rights issue initiated to raise financing, ICO Global filed a petition

for reorganization relief with the bankruptcy court under Chapter 11 of the United States Bankruptcy Code (the

“Bankruptcy Code”), at which time NASDAQ suspended trading in its shares.  This filing provided ICO Global one hundred

and twenty days for the preparation and presentation of a reorganization plan, (the “Plan”).  ICO Global obtained a debtor-

in-possession (“DIP”) facility of up to U.S.$ 575 million from Eagle River Investments L.L.C. (“Eagle River”) and certain

affiliated entities and ICO Global’s existing investors to fund working capital and to be used for general corporate purposes

during its Chapter 11 case.  In connection with ICO Global’s reorganization, Eagle River has created a new holding company

in Delaware, New ICO Global Communications (Holdings) Limited (“New ICO”).

On February 18, 2000, ICO Global filed the Plan with the bankruptcy court which contemplated its emergence from

bankruptcy in May 2000.  The Plan was approved by the bankruptcy court on May 3, 2000.

The Plan was in accordance with the terms of an agreement (the “Definitive Agreement”) dated February 4, 2000,

between ICO Global and Eagle River.  Under the Definitive Agreement, Eagle River agreed to commit up to an additional

U.S.$ 700 million for exit financing, through a private offering of New ICO’s Class A shares, open to participation by ICO

Global’s existing creditors and shareholders and to the extent that this financing is not provided by other investors.

Under the terms of the Plan, ICO Global was dissolved and substantially all its assets and liabilities were transferred to New

ICO in exchange for the issuance by New ICO of: (i) 46.5 million Class A shares, (ii) up to 19.7 million Class B shares, (iii)

10 million warrants to purchase Class A shares at U.S.$ 60 per share, and (iv) 15 million warrants to purchase Class A 
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INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS (Continued):

shares at U.S.$ 90 per share.  At the same time, ICO Global’s ordinary shares outstanding on August 27, 1999, were

cancelled and exchanged for New ICO’s Class A Shares.  OTE obtained 117,637 Class A shares of New ICO at U.S.$ 0.01

per share.  Based on the above, management has fully provided against its original investment in ICO Global of Drs. 37.1

billion, out of which Drs. 34 billion and Drs. 3.1 billion were charged to the accompanying 1999 and 2000 consolidated

statements of operations, respectively.

TELECOMMUNICATION PROPERTY, PLANT AND EQUIPMENT:

Telecommunication property, plant and equipment is stated at cost, net of related subsidies and is analyzed as follows:

December 31,

2000 2001

Land 7,250 6,864

Buildings 89,588 94,721

Telecommunication equipment and installations 1,669,621 1,998,579

Investment supplies 47,867 62,987

Transportation equipment 15,624 16,960

Furniture and fixtures 55,902 70,787

Construction in progress 250,672 355,659

2,136,524 2,606,557

Accumulated depreciation (768,810) (957,319)

1,367,714 1,649,238

Depreciation is computed based on the straight-line method using rates that are substantially equivalent to average

economic useful life rates and are analyzed as follows:

Classification Annual Depreciation Rates

Buildings 5%

Telecommunication equipment and installations:

Telephone exchange equipment 8-12%

Radio relay stations 12.5%

Subscriber connections 10%

Local and trunk network 6-12%

Other 10-20%

Transportation equipment 12-20%

Furniture and fixtures 20%

Depreciation expense for the years ended December 31, 1999, 2000 and 2001 amounted to Drs. 126,612, Drs. 165,646

and Drs. 191,873, respectively.

Intracom S.A., Siemens Tele-Industry S.A. and Siemens Hellas S.A., the Group’s main suppliers, provide the Group with

telecommunication equipment.  Telecommunication equipment purchased from these suppliers during the years ended

December 31, 1999, 2000 and 2001 amounted to Drs. 132,402, Drs. 109,165 and Drs. 172,186, respectively.

As of December 31, 2000 and 2001, cumulative subsidies provided to the Group for fixed asset acquisitions amounted to

Drs. 195,610 and Drs. 196,576, respectively and have been reflected as a deduction from the acquisition cost of the related

fixed assets.

The Group recognizes subsidies based on the progress of the subsidized projects and when all conditions to their payment

are met. Subsidies relating to capital investments made during 2000 and 2001 with respect to the aforementioned

projects, and which have been offset against the respective purchase price of the assets acquired, amounted to

approximately Drs. 2,175 and Drs. 966, respectively. The receipt of these amounts is subject to the submission of the

related costs of the approved projects to the Ministry of National Economy.  In 1998, the European Commission had

announced the temporary suspension of subsidies payable to OTE, pending harmonization of Greek Law to EU regulation

of the telecommunications sector. The Ministry of Transport and Communications has advised the Group that the State

has fully complied with the EU regulatory framework.  The European Commission, by its letter dated April 6, 2001,

addressed to the Ministry of Transport and Communications, has announced the withdrawal of the above mentioned

suspension.  As a result, the Group’s management believes that no realization problem exists in respect to the collectibility

of the respective receivables, which, at  December 31, 2001, amounted to Drs. 7,624 and are included in “Subsidies

receivable”, reflected under current assets in the accompanying 2001 consolidated balance sheet.
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TELECOMMUNICATION PROPERTY, PLANT AND EQUIPMENT (continued):

Interest costs capitalized during the years ended December 31, 1999, 2000 and 2001 amounted to Drs. 9,634, Drs.

10,752 and Drs. 8,164, respectively.

SHORT-TERM BORROWINGS:

Short-term borrowings represent draw-downs under various lines of credit maintained by the Group with several banks.

The aggregate amount of available lines of credit was Drs. 221,760 and Drs. 249,152, at December 31, 2000 and 2001,

respectively of which, Drs. 205,468 and Drs. 207,092 were unused as of the above dates.

On December 30, 1999, OTE entered into a EURO 310 million credit facility with the National Bank of Greece International

Limited.  This facility, bearing interest at the Euribor plus 0.2%, was fully drawn by OTE in January 2000 and was repaid

on February 7, 2000, by partial use of the proceedings from the Bond issued by the Group [see Note 11(e)].

The weighted average interest rates on short-term borrowings for the years ended December 31, 2000 and 2001 was

approximately 9.4% and 6.1%, respectively.

ACCRUED AND OTHER LIABILITIES:

Accrued and other liabilities are analyzed as follows:

December 31,

2000 2001

Accrued social security contributions 14,495 12,445

Due to Albanian State 16,078 -

Accrued payroll 4,996 6,409

Other taxes payable 2,236 16,661

Accrued interest payable 21,520 22,711

Reserve for pension contributions 21,194 23,365

Reserve for litigation and claims 7,615 8,649

Customer advances 11,624 17,387

Other 12,921 16,417

112,679 124,044

INCOME TAXES:

In accordance with the Greek tax regulations, the income tax rate is 35% for corporations registered on the Athens Stock

Exchange while for the remaining corporations the tax rate was 40% up to 2000, but based on Law 2873/2000, was

reduced to 37.5% in 2001 and to 35% in 2002.

Tax returns are filed annually but the profits or losses declared for tax purposes remain provisional until such time as the

tax authorities examine the returns and the records of the tax payer and a final assessment is issued.

In 1999, the tax audit of OTE’s books for the years 1995 to 1998 was completed and additional income taxes and penalties

of approximately Drs. 13,900 were assessed.  An amount of Drs. 5,000 was charged against the related reserve provided

in prior years while the balance of Drs. 8,900 was charged to the accompanying 1999 consolidated statement of

operations.
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INCOME TAXES (continued):

The provision for income taxes reflected in the accompanying consolidated statements of operations is analyzed as follows:

Year ended December 31,

1999 2000 2001

Income taxes:

Current (121,090) (81,853) (124,178)

Deferred (5,715) (55,416) 32,583

Total provision for income taxes (126,805) (137,269) (91,595)

The reconciliation of the provision for income taxes to the amount determined by the application of the Greek statutory

tax rate of 35%, to pre-tax income is summarized as follows:

Year ended December 31,

1999 2000 2001

Income tax at the statutory rate (116,759) (125,877)) (88,637))

Additional income tax assessments (8,900) - -

Effect of change in statutory rate of subsidiary

from 40% to 35% - (272) -

Tax on subsidiaries taxed at different rates 1,467 880 58

Effects of non-taxable income and expenses not

deductible for tax purposes:

-  Provision for doubtful accounts (3,020) (8,186) (4,869)

-  Amortization of goodwill (938) (2,100) (2,463)

-  Other 1,345 (1,714) 4,316

(2,613) (12,000) (3,016)

Provision for income taxes (126,805) (137,269) (91,595)

Deferred income taxes relate to temporary differences between the book values and the tax bases of assets and liabilities.

Significant components of the Group’s deferred tax assets and liabilities are summarized below:

December 31,

2000 2001

Reserve for accrued and other liabilities 4,763 5,096

Excess of bad debt provision over tax allowable provision 12,660 14,812

Reserve for voluntary retirement program contributions 2,401 2,401

Other (2,673) (5,399)

Valuation allowance (12,660) (14,812)

Net current deferred tax assets / (liabilities) 4,491 2,098

Reserve for staff retirement indemnities 30,395 31,244

Reserve for Youth Account benefits 26,729 26,745

Reserve for voluntary retirement program contributions 13,579 14,430

Property, plant and equipment (45,007) (42,744)

Temporary differences on equity (41,878) (12,117)

Other 853 1,232

Net non-current deferred tax assets / (liabilities) (15,329) 18,790

Net deferred tax assets / (liabilities) (10,838) 20,888
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LONG-TERM DEBT:

Long-term debt is analyzed as follows:

December 31,

2000 2001

(a) European Investment Bank 42,921 39,548

(b) Loans from suppliers and their affiliates 21,600 33,168

(c) Consortium loans 116,908 123,905

(d) Revolving credit facility 207,144 224,182

(e) Euro Bond 374,153 374,265

(f) Revolving credit facilities of subsidiary 13,742 -

(g) Other 66 -

Total long-term debt 776,534 795,068

Less- Current maturities (7,739) (133,215)

Long-term portion 768,795 661,853

At December 31, 2000 and 2001, the fair value of OTE’s long-term debt amounted to approximately Drs. 781.3 billion

and Drs. 808.9, respectively.

The annual repayment of long-term debt subsequent to December 31, 2001, is as follows:

Year Amount

2002 133,215

2003 11,898

2004 234,607

2005 9,387

2006 9,780

2007 and thereafter 396,181

795,068

EUROPEAN INVESTMENT BANK 

The long-term loan to OTE by the European Investment Bank (“EIB”) has been granted in 1995 and is denominated in

Euro.  The loan bears interest at 8.3% and is repayable in semi-annual through the year 2009.

Significant loan covenants include, among others, (i) that OTE must inform the EIB of any material alteration to its equity

and of any significant change in the ownership of its capital and (ii) that loans shall be immediately repayable in case that

OTE ceases or resolves to cease to carry on its business, is dissolved, liquidated or wound up or in the event of significant

reduction in the value of its assets.

LOANS FROM SUPPLIERS AND THEIR AFFILIATES

(i) OTE obtains long-term loans from Siemens Aktiengesellschaft for the purpose of financing the acquisition of investment

supplies and services from Siemens Tele-Industry.  A line of credit of Euro 56.4 million has been established and draw-

downs are made according to the required cash outflow to the supplier. These loans denominated in Euro, bear interest

at 5.29% - 5.94% and are repayable in five equal annual installments through the year 2006.

(ii) Armentel has obtained long-term loans from Siemens A.G. for the purpose of financing the acquisition of investment

supplies and services from Siemens A.G.  The loans, denominated in U.S. dollars, bear interest at 8% and are repayable

through 2004.

(iii) Armentel has obtained vendor-financing facilities from Intracom, Siemens Tele-Industry and Greek Cable Industry, in

relation with the supply of equipment and services to Armentel.  These facilities which bear interest at one year LIBOR +

1.5%, six month LIBOR + 1.5% and 12.9%, respectively, are denominated in U.S. dollars and are repayable through 2007.
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LONG-TERM DEBT (continued):

CONSORTIUM LOANS 

(i) Cosmote: On May 11, 1999, Cosmote entered into a credit facility agreement (the “Senior Credit Facility”) with a

consortium of international banks which provided it with total credit facilities of Euro 225 million comprised of Euro 190

million multi-currency term facility and a Euro 35 million multi-currency revolving facility. The parties to the Senior Credit

Facility entered into an amendment agreement amending its terms on June 16, 2000.  The Senior Credit Facility accrued

interest at the London interbank borrowing rate plus an applicable margin ranging from 0.35% - 1.00% and was repayable

in variable installments from November 2002 through May 2006.  On December 6, 2000, Cosmote settled the Senior

Credit Facility using the proceeds of its new credit facility agreement (see below).

On November 20, 2000, Cosmote entered into a new credit facility agreement (the “Syndicated Loan”) with a consortium

of international banks which provided it with a syndicated revolving credit facility of Euro 350 million.

The Syndicated Loan bears interest at the Euribor interbank borrowing rate plus an applicable margin of 0.35% (and

mandatory costs) and is repayable in one balloon installment 364 days after the agreement date unless Cosmote exercises

an option to extend the maturity date in respect of amounts outstanding under this facility by a further 12 months.

Cosmote exercised this option and, accordingly, the Syndicated Loan is repayable during November 2002.

Amounts outstanding under this credit facility at December 31, 2001, amounted to Euro 350 million.

The Syndicated Loan contains events of default (Senior Events of Default) including, without limitation, failure to make

payments under the Syndicated Loan and related documents, breach of representations and warranties, invalidity of any

Finance Documents (as defined therein), cross default under other agreements, certain events of insolvency relating to

Cosmote, appointment of receivers and managers, cessation or expropriation of business, termination, suspension or

revocation of its license to provide mobile services, enforcement of security, certain litigation or other proceedings, cease

or suspension (for more than 5 business days) of trading of Cosmote’s shares on the Athens Stock Exchange, breach by

OTE of its ownership (directly or through its subsidiaries) of 35% of Cosmote’s issued share capital and the occurrence of

events having a material charge (as defined therein).

(ii) Hellascom: On February 24, 1999, Hellascom obtained a long-term loan from a consortium of banks of U.S.$ 7

million to finance capital expenditures.  On April 20, 2000, the loan agreement was amended and the amount of the loan

was increased to U.S.$ 12 million.  This loan, bearing interest at Libor plus 0.70%, is repayable in one installment in 2002,

and is included in current maturities of long-term debt in the accompanying 2001 consolidated balance sheet.

REVOLVING CREDIT FACILITY

On June 10, 1999, OTE obtained a revolving credit facility of U.S. $ 1 billion or equivalent in Euro from a group of banks.

This facility had a term of five years and bore interest at Libor or Euribor plus 0.3%.  As of December 31, 2000, an amount

of Euro 608 million was outstanding.  During 2001, a drawdown of Euro 250 million was made which was used for the

payment of OTE’s contribution to EDEKT - OTE (see Note 12(a)), and a repayment of Euro 200 million was also made.

Accordingly, the outstanding amount as of December 31, 2001 was Euro 658 million. The remaining portion of the credit

facility at December 31, 2001 is available for further draw-down.

EURO BOND

On February 7, 2000, the Group’s subsidiary, OTE PLC issued a bond of Euro 1.1 billion, fully and unconditionally

guaranteed by OTE bearing interest at 6.125%, maturing on February 7, 2007.  As of December 31, 2001, unamortized

discounts and premiums amounted to Drs. 715.7 and Drs. 145.4, respectively.  Amortization for fiscal year 2001 amounted

to Drs. 111.7 and was charged to “Interest expense”, in the accompanying 2001 consolidated statement of operations.

GLOBAL MEDIUM TERM NOTE PROGRAM

On November 7, 2001, OTE PLC established a Global Medium Term Note Program for the issuance of up to Euro 1.5

billion in aggregate principal amount of notes, fully and unconditionally guaranteed by OTE, with a maximum maturity of

up to ten years.  Notes may be interest-bearing or non-interest-bearing.  Interest (if any) may accrue at a fixed rate or at

a floating rate or other variable rate.  No issuance has taken place within 2001.

OTE believes the Group is in compliance with the financial covenants and financial ratios imposed by the lenders.
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RESERVES FOR PENSIONS, STAFF RETIREMENT INDEMNITIES AND OTHER BENEFITS:

OTE employees are covered by various pension, medical and other benefit plans as summarized below:

Defined Contribution Plans:

Main Pension Fund (TAP-OTE):

The TAP-OTE fund, a multiemployer fund to which OTE contributes, is the main fund providing pension and medical

benefits to OTE employees.  The employees of the National Railway Company and the Greek Post Office are also members

of this fund.  The Group recognizes as net pension cost the contributions required for the period and as a liability any

contributions due and unpaid.

The TAP-OTE pension fund (hereinafter referred to as “TAP-OTE”) provides members prior to 1993 with a pension of

approximately 80% of salary at retirement age, which is estimated at an average of 55 years for current employees.  In

accordance with Law 2084/92, benefit levels have been reduced and retirement age has been advanced. Pension levels for

new employees from 1993 is 60% of final average salary after 35 years of service at age 65.  Up to December 31, 2001,

contribution rates were 24.90% of salary for the employer and 11% for the employee.  Effective January 1, 2002, the

contribution rate for the employer was increased to 25%.

The TAP-OTE medical fund provides day-to-day hospital and pharmaceutical care to active employees, retired employees

and to dependents.  The current contribution rates are 5.10% of salary for the employer and 2.55% plus 0.5% for each

dependent for the employee.

According to Law 2257/94, OTE is liable to cover the annual operating deficit of the TAP-OTE up to a maximum amount

of Drs. 11,000, which may be adjusted with the Consumer Price Index. Pursuant to Greek legislation (Law 2768/99), a

fund was incorporated on December 8, 1999, as a societe anonyme under the name of EDEKT-OTE S.A. (“EDEKT”), for

the purpose of administering contributions to be made by OTE, the Greek State and the Auxiliary Pension Fund, in order

to finance the TAP-OTE deficit.  The Greek State’s and the Auxiliary Pension Fund’s contributions to the fund were set to

Drs. 90,000 and Drs. 140,000, respectively.  EDEKT’s authorized share capital amounts to Drs. 1,000, divided into 100,000

shares with nominal value of Drs. ten thousand (10,000) each.  OTE participates with a 40% interest in EDEKT for a

consideration of Drs. 400.  Pursuant to Law 2937/01, OTE’s contribution has been set to Drs. 120,000, representing the

equivalent to the net present value of ten (10) years’ (2002-2011) contributions to TAP-OTE.  This amount was paid on

August 3, 2001 and will be amortized over the ten-year period.

Furthermore, pursuant to Law 2937/01, OTE was obliged to pay to TAP-OTE an amount of Drs. 17,100 analyzed as

follows:  (i)  Drs. 9,700 relating to interest for the period 1984 through 1993 on loans granted to TAP-OTE by the Medical

Fund and (ii)  Drs. 7,400, relating to adjustments of its obligations to cover the annual operating deficit of the TAP-OTE

for the years 1999 and 2000 by using a compounded consumer price index with fiscal year 1994 as the base year. The

total amount of Drs. 17,100 has been charged and included in “Other income/(expense)” in the accompanying 2001

consolidated statement of operations.

Due to financial difficulties of TAP-OTE, payments of Drs. 16,098 were made through to December 31, 1993, in excess of

those required to be covered by OTE, out of which Drs. 6,681 have been settled and were fully collected through

December 31, 2000.  With respect with the remaining payments of Drs. 9,417 made by OTE, TAP-OTE believed that these

payments were made to cover the deficit incurred during the first ten months of 1990, in accordance with Law 1902/90,

based on which law (published on October 17, 1990), OTE was obliged to cover the total deficits of TAP-OTE.  TAP-OTE

considered that the application of Law 1902/90 had a retroactive effect from January 1, 1990.  However, in 1997, the

Legal Counsel of the State, with its Decision 259/1997, determined that Law 1902/90 is effective from the date it was

published (October 17, 1990) and that, accordingly, OTE was not obliged to cover the deficits of TAP-OTE for the first ten

months of 1990.  Within 1999, and after notification to TAP-OTE, OTE proceeded in withholding Drs. 1,000 from the

annual operating deficit payments, and, accordingly, the receivable amount as of December 31, 2000, amounted to Drs.

8,417. Additional withholdings which took place in 2001 from the monthly contributions to TAP-OTE, reduced the

receivable amount to Drs. 7,307 as of December 31, 2001.
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RESERVES FOR PENSIONS, STAFF RETIREMENT INDEMNITIES AND OTHER BENEFITS (Continued):

Although TAP-OTE did not object to the above mentioned withholdings, in February 2002, it refused to provide OTE with

a confirmation that it was not in default with its monthly social security payments, on the grounds that monthly social

security contributions must be paid in full and withholdings from such contributions are not permitted.  In order to resolve

this issue, in May 2002, OTE has agreed to refund all withholdings made from contributions to TAP-OTE, so that the

receivable amount will be readjusted to Drs. 8,417.  By its letter dated May 24, 2002, TAP-OTE has officially accepted OTE’s

claim for the above mentioned amount but, simultaneously, raised an issue of a possible legal right to write-off this claim.

Both parties have agreed to request for a legal opinion on this issue from a mutually acceptable legal counsel.  OTE’s

management and legal counsel believe that such legal opinion will be favorable to OTE, and will be followed by new

arrangements for the collection of the amount receivable.

Auxiliary Pension Fund:

(i) The Auxiliary Lump Sum benefit fund provides members with a lump sum benefit upon retirement or death which, in

accordance with Law 2084/92, is capped at a maximum of Drs. 10 after 35 years of service adjustable annually in line with

the yearly change in the civil servants’ pensions.  The current contribution rates are 0.1% of salary for the employer and

4% for the employee.  According to Law 2084/92 the employer contribution rate decreases by 0.1% annually which in

turn is transferred to the employer contribution rate of the TAP-OTE.

During 1996 an interest-free loan of Drs. 2,136 was advanced to this fund for the payment of lump sum benefits to staff

who had retired in 1995 under the voluntary retirement program.  This loan is being repaid in 80 equal monthly

instalments, beginning January 1, 1997.

(ii) The Auxiliary Pension Benefit fund provides members, prior to 1993, with a pension of 20% of salary after 30 years

service.  Law 2084/92 has fixed minimum contributions and maximum benefits, after 35 years of service, for new entrants

from 1993.

Furthermore, for members that joined prior to 1993 it has made the benefits payable subject to “a decision of the Ministry

of Health and Social Security following an actuarial study and the opinion of the Fund’s Board of Directors”.

Advances made by OTE to the Auxiliary Fund against future contributions through December 31, 1993, amounted to Drs.

3,785.  During 1995, arrangements were made with the Auxiliary Fund for the settlement of Drs. 3,785 in monthly

instalments of Drs. 15, effective January 1, 1996.

The receivable balance from the TAP-OTE  and Auxiliary Fund is analyzed as follows:

December 31,

2000 2001

Non-interest bearing payments and advances:

- EDEKT - 150,943

- TAP-OTE 5,617 6,077

- Auxiliary Fund 3,239 2,739

8,856 159,759

Less: unamortized discount based on imputed interest rates

5.9% and 6.0% for 2000 and 2001, respectively (1,823) (47,282)

Long-term portion 7,033 112,477

Non-interest bearing payments and advances:

- EDEKT - 14,425

- TAP-OTE 2,800 1,230

- Auxiliary Fund 500 500

3,300 16,155

Advances to TAP-OTE against deficits of fiscal year 2001 8,201 -

Less: unamortized discount based on imputed interest rates of

5.9 % and 6.0% for 2000 and 2001, respectively (174) (865)

Short-term portion 11,327 15,290
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RESERVES FOR PENSIONS, STAFF RETIREMENT INDEMNITIES AND OTHER BENEFITS (Continued):

Advances to TAP-OTE and to Auxiliary Fund are reflected in the accompanying consolidated financial statements at their

present values, discounted by the use of risk-free interest rates prevailing in the Greek market, for periods approximating

the periods of the expected cash flows.  Discount derived from the initial recognition of present values and amortization

are included in interest expense and interest income, respectively, in the accompanying consolidated statements of

operations.

OTE’s contributions to the TAP-OTE and Auxiliary pension funds for the years ended December 31, 1999, 2000 and 2001

amounted to Drs. 56,343, Drs. 63,640 and Drs. 64,432, respectively.

In accordance with amendments to the collective Labor Agreement, OTE has undertaken the obligation to make certain

contributions to the pension funds for a period of approximately three to four years for all employees who retire under the

voluntary retirement program.  In this respect, a provision of approximately Drs. 30,503 and Drs. 13,318 was established

in 2000 and 2001, respectively, and is included in payroll and employee benefits in the accompanying consolidated

statements of operations, to cover the related contributions which OTE is obliged to pay over the following years for

employees who accepted the offers during the related years.  As of December 31, 2000 and 2001 the related reserve

amounted to Drs. 36,147 and Drs. 40,438, respectively.

An actuarial study performed in prior year, has indicated that in the future the pension funds will incur increased deficits.

OTE does not have a legal obligation to cover any future deficiencies of these funds (except for the arrangements to cover

the annual operating deficit of TAP-OTE as discussed above) and, according to management, neither does it voluntarily

intend to cover such possible deficiencies.  However, there can be no assurance that OTE will not be required (through

regulatory arrangements) to make additional contributions in the future to cover deficiencies of these funds.

Defined Benefit Plans:

Reserve for Staff Retirement Indemnities

Under the Greek labor law, employees are entitled to termination payments in the event of dismissal or retirement with

the amount of payment varying in relation to the employee’s compensation, length of service and manner of termination

(dismissal or retirement).  Employees who resign (except those with over fifteen years of service) or are dismissed with

cause are not entitled to termination payments.  The indemnity payable in case of retirement is equal to 40% of the amount

which would be payable upon dismissal.  In the case of OTE employees, the maximum amount is limited to a fixed amount

(which for 2001 amounted to Drs. 6.05 and is adjusted annually according to the inflation rate), plus 3 months salary.  In

practice, OTE employees receive the lesser amount between 100% of the maximum liability and Drs. 6.05 plus 3 months’

salary. Employees with service exceeding 25 years, are entitled to draw loans against the accrued indemnity payable to

them upon retirement. Balances amounted to Drs. 21,278 and Drs. 20,033 as of December 31, 2001 and 2000,

respectively, are included in “Loans and advances to employees” and “Loans and advances to employees, net of current

portion” in the accompanying consolidated balance sheets. On June 25, 2001, OTE signed a new collective labour

agreement with its employees which, among other things, has increased the maximum amount of retirement indemnities

payable to its employees by an additional two months salary, effective January 2, 2002.

The provisions and liability for such retirement indemnities have been accounted for in the accompanying consolidated

financial statements in accordance with SFAS No. 87 and are based on an independent actuarial study. These retirement

indemnities are paid to individuals at the time they retire from the Group.

The components of the staff retirement indemnity expense are as follows:

Year ended December 31, 

1999 2000 2001

Service cost-benefits earned during the year 3,924 4,208 3,617

Interest cost on projected benefit obligation 5,760 5,783 4,767

9,684 9,991 8,384
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RESERVES FOR PENSIONS, STAFF RETIREMENT INDEMNITIES AND OTHER BENEFITS (Continued):

The following is a reconciliation of the projected benefit obligation to the liability recorded for staff retirement indemnities:

December 31, 

2000 2001

Projected benefit obligation at beginning of year 91,908 86,925

Service cost 4,208 3,617

Interest cost 5,783 4,767

Actuarial loss (345) 3,262

Prior service cost arising during the year - 15,726

Benefits paid (14,629) (11,994)

Projected benefit obligation at end of year 86,925 102,303

Unrecognised net actuarial gain 5,962 2,879

Unrecognised prior service cost - (15,726)

Accrued benefit cost 92,887 89,456

The assumptions underlying the actuarial valuation, in percentages, of staff retirement indemnities are as follows:

Year ended December 31, 

1999 2000 2001

Discount rate 7% 6% 6%

Assumed rate of increase in future compensation levels 6% 5% 5%

Reserve for Youth Account

The Youth Account provides OTE’s employees’ children a lump sum payment generally when they reach the age of 21.

The lump sum payment is made up of employees’ contributions, interest thereon and OTE’s contributions which can reach

up to a maximum 10 months salary of the total average salary of OTE employees depending on the number of years of

contributions.

The provisions and liability for the Youth Account benefits have been accounted for in the accompanying financial

statements in accordance with SFAS No. 87 and are based on an independent actuarial study.

The components of the Youth Account expense recognized by the Group are as follows:

Year ended December 31,

1999 2000 2001

Service cost-benefits earned during the year 5,298 5,596 5,927

Interest cost on projected benefit obligation 4,788 5,195 5,263

Prior service cost 144 144 144

Net actuarial gain - 347 1,207

10,230 11,282 12,541
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RESERVES FOR PENSIONS, STAFF RETIREMENT INDEMNITIES AND OTHER BENEFITS (Continued):

The following is a reconciliation of the projected benefit obligation to the liability recorded for the Youth Account benefits:

December 31,

2000 2001

Projected benefit obligation at beginning of year 75,191 93,219

Service cost 5,596 5,927

Interest cost 5,195 5,263

Actuarial gain 18,443 12,169

Benefits paid (11,206) (12,461)

Projected benefit obligation at end of year 93,219 104,117

Unrecognised net actuarial gain (16,562) (27,524)

Unrecognised prior service cost (288) (144)

Accrued benefit cost 76,369 76,449

Employee’s accumulated contributions 22,631 23,621

Total reserve for Youth Account 99,000 100,070

The assumptions underlying the actuarial valuation, in percentages, of the Youth Account benefits are as follows:

Year ended December 31, 

1999 2000 2001

Discount rate 7% 6% 6% 

Assumed rate of increase in future compensation levels 4.5% 3.5% 3.5%

SHARE CAPITAL:

On June 25, 2001, the shareholders at their ordinary general assembly approved the dual currency denomination of the

share capital, namely that of the Greek Drachmae and Euro, in accordance with the provisions of Law 2842/2000.  The

nominal value of OTE’s shares was set to Drs. 750 (rounded) and Euro 2.20 and, accordingly, its share capital decreased

by Drs. 176 with an equivalent increase in paid-in surplus.

As of December 31, 2001, OTE’s share capital amounted to Drs. 377,864, divided into 504,054,199 registered shares with

nominal value of Drs. seven hundred and fifty (rounded) or Euro 2.20 each.  The State’s direct participation in OTE’s share

capital as of December 31, 2001, was approximately 42%.  As a result of the State’s interest in OTE falling below 51%,

OTE may lose the benefit of certain provisions applying to state-owned entities.  In particular, OTE may be subject to paying

real estate property tax, of which so far, OTE has been exempted.  In addition, as a result of existing legislation, currently

a cap applies in respect of lump-sum payments to employees upon retirement (Note 12).  The Greek courts may rule that

this special provision should not apply anymore and OTE should pay its employees retirement lump-sum payments at the

rates provided by the respective labor law.  OTE is not certain that it can continue to benefit from these special provisions.

Furthermore, if the benefit from these special provisions is lost, this could adversely affect OTE’s operating results.

As of December 31, 2001, OTE had repurchased approximately 13.5 million shares (about 2.7% of its outstanding share

capital) at cost of approximately Drs. 92.9 billion.  The management does not currently intend to cancel any of these shares

and certain of these may be reserved for OTE’s employee share option plans (see Notes 17 and 22).
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LEGAL RESERVE:

Under Greek corporate law, corporations are required to transfer a minimum of five percent of their annual net profit

shown in their statutory books to a legal reserve, until such reserve equals one-third of the outstanding share capital.  At

December 31, 2001, this reserve amounted to Drs. 78,318 and cannot be distributed.

DIVIDENDS:

Under Greek corporate law, companies are generally required each year to declare from their statutory profits, dividends

of at least 35% of after-tax profits, after allowing for legal reserve, or a minimum of 6% of the paid-in share capital,

whichever is the greater.  However, companies can waive such dividend with the unanimous consent of their shareholders.

Furthermore, Greek corporate law requires the following conditions to be met before dividends can be distributed:

(a) No dividends can be distributed to the shareholders as long as a company’s net equity, as reflected in the statutory

financial statements, is, or after such distribution, will be less than the outstanding capital plus non-distributable reserves.

(b) No dividends can be distributed to the shareholders as long as the unamortized balance of “Preoperating Expenses”,

as reflected in the statutory financial statements, exceeds the aggregate of distributable reserves plus retained earnings.

On June 25, 2001, OTE’s shareholders at their ordinary general assembly approved a dividend distribution of Drs. 117,902.

COMMITMENTS AND CONTINGENCIES:

Litigation and Claims:

(i) Stamp Tax Assessment: The tax authorities assessed stamp taxes and penalties against OTE of approximately Drs.

9.5 billion, relating to the period from 1982 to 1992.  These taxes were assessed on interest on the balances due to/from

the Greek State which were netted off during 1993 in accordance with the provisions of Law 2167/93.  OTE’s

management and tax consultants strongly disputed the above assessments and had filed an appeal with the tax courts.  By

its decisions, the Administrative Court of Appeal in Athens accepted OTE’s appeal and nullified the stamp taxes and

penalties assessed against OTE.

In accordance with prevailing legislation, 20% of the taxes and penalties disputed must be paid to the tax authorities so

that legal proceedings can be initiated.  In this respect, OTE had made payments of approximately Drs. 3,882, in prior years.

During 2000, and in accordance with the decision of the Administrative Court of Appeal, which accepted OTE’s appeal,

such payments were netted off with income tax payable to the tax authorities.  On August 11, 2000, the competent tax

authority has appealed against the decision before the Council of State. The hearing date, after consecutive reschedulings,

has now been scheduled for October 23, 2002.

(ii) Withheld Taxes: From the tax audit of the years 1992-1994 and from the temporary tax audit of fiscal year 1995,

which were performed during 1996, additional taxes and penalties were assessed against OTE, principally consisting of an

amount of Drs. 3,432, which was assessed on payments made with respect to the Youth Account program and on interest

accounted on the employees’ contributions to the Youth Account program.  According to the tax authorities, payroll taxes

should have been withheld on all of the above amounts and paid over to the State.

The above mentioned amount of Drs. 3,432 is due from the beneficiaries and has therefore been included in loans and

advances to personnel in the accompanying consolidated balance sheets.  However, as the probability of this amount being

collected is considered remote, the Company has fully provided against this receivable in the accompanying consolidated

financial statements.

(iii) OTE Leasing:  As prescribed in the agreements signed for the sale of OTE Leasing (see Note 1g), OTE is

committed to indemnify OTE Leasing up to an amount of approximately Drs. 9,500, for possible losses to be incurred from

the non-per formance of lessees for contracts signed through to the date of sale of OTE Leasing.  The conditions under

which a lessee’s contract will be characterized as non-performing are described in detail in the sale agreements.  Such OTE’s

obligation is in force for a period between 3.5-5.5 years, depending on the nature of the lease contracts. OTE has raised a

provision of Drs. 3,400 for expected losses based on circumstances prevailing at December 31, 2001.
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COMMITMENTS AND CONTINGENCIES (Continued):

(iv) Armentel’s arbitration: The Government of Armenia (“GoA”) has lodged an application for request for

arbitration on the Paris International Court of Arbitration (the “Court”) of the International Chamber of Commerce,

regarding the fulfilment of OTE’s investment obligations under the share purchase agreement.

The share purchase agreement provides, among other, that OTE unconditionally agrees that it shall invest, not less than, in

aggregate of U.S.$ 200 million within the five year period (the “Initial Investment Period”) commencing on March 3, 1998

(“Closing Date”), of which at least U.S.$ 100 million shall be invested within the first two years after the Closing Date (up

to March 3, 2000). In addition, a further U.S.$ 300 million minus the amount invested in the Initial Investment Period shall

be invested within the five-year period after the Initial Investment Period. All investments made pursuant to the above shall

be used for the purposes of improving, developing and maintaining the telecommunication network owned and operated

by ArmenTel.  ArmenTel did not complete U.S.$ 100 million of investment before March 3, 2000, however, its license

provides a grace period of 6 to 12 months after this date to remedy the non-compliance.  ArmenTel prepared a business

plan that contemplated compliance with the investment requirements by March 3, 2001 and started its implementation.

During 2001, GoA appointed a committee to review Armentel’s investment program.  The committee has reported that

Armentel’s investments amounted to U.S. $ 70 million.  Armentel, hired an independent consultant to review investments

made in the period from March 1998 through March 2001, who, in turn, reported that Armentel’s investment amounted

to U.S. $ 115 million.  On January 29, 2001 the Court requested OTE and GoA (through its attorney) to give official notice

of their intentions.  OTE responded that in case GoA intended to proceed to an arbitration procedure, OTE would also

proceed to the case.  After consecutive requests made by the Court to GoA, on May 7, 2002, its attorney replied that he

will respond upon receipt of instructions by GoA.

(v) Legal Claims and Litigations: There are various litigations and claims between OTE and third parties, arising

during the normal course of business.  OTE’s claims against third parties, mainly suppliers and sub-contractors are not

recorded until the respective amounts are collected.  Furthermore, as of December 31, 2001, third parties’ claims against

OTE which may have an unfavourable outcome for OTE amounted to approximately Drs. 9,500, against which, OTE has

raised a reserve of approximately Drs. 5,500.

(vi) International Investments: The district attorney of Athens conducted a preliminary inquiry in order to ascertain

whether there were any grounds to press criminal charges against individuals with respect to OTE’s international

investments.  OTE has furnished the information requested.  Upon the conclusion of the preliminary inquiries, OTE

understands from press reports, that the district attorney initiated an investigation against certain current and former

employees of OTE for specific alleged criminal offences.  An investigating judge has been appointed to conduct the

investigation. Furthermore, the district attorney of Athens and respective authorities in Italy and Serbia have undertaken a

preliminary inquiry in order to ascertain whether there were any grounds to press criminal charges against individuals with

respect to OTE’s and Telecom Italia’s investment in Telekom Srbija.  OTE will continue to cooperate with the district

attorney.

(vii) Program of Organizational Modernization of the Administration (SODE): A judge has undertaken a

criminal investigation in order to ascertain whether there are any grounds for pressing criminal charges against individuals

for improper use of EU funds assigned for the financing of OTE’s Program of Organizational Modernization of the

Administration (SODE).  OTE is cooperating with the judge and has provided the information requested.

(viii) Agreement with Aurora Global Solutions S.A.: The district attorney of Athens is conducting a preliminary

inquiry in order to ascertain whether there are any grounds to press criminal charges against individuals with regard to the

conclusion of a telecommunications services agreement with Aurora Global Solutions S.A. OTE is cooperating with the

district attorney to provide any information requested.

(ix) Insurance Coverage: Since OTE’s telecommunication property, plant and equipment are located throughout

Greece and the risk of a major loss is reduced, OTE does not carry any insurance coverage but, instead provides for all

known damages and claims as of the balance sheet dates.

During 2001, an amount of Drs. 4,400 has been provided and is included in “Other operating expenses” in the

accompanying 2001 consolidated statement of operations (see Note 20).

Commitments:

(i) Independent Distributors:  Cosmote’s independent distributor network consists of eight master dealers, namely

OTE, Germanos Batteries S.A, Altcom S.A., Klimaphone S.A., Sanyocom S.A., Plaisio Computers S.A., Benrubi net S.A. and

Spacephone S.A. (“Master Dealers”).
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COMMITMENTS AND CONTINGENCIES (Continued):

Master Dealers, except for Germanos Batteries S.A., and their franchized independent distributors are prohibited from

representing Cosmote’s competitors.  For each subscriber acquired, Master Dealers are entitled to:

• an amount per contract subscriber acquired by the Master Dealer that varies depending on the characteristics of each

new subscriber. These amounts may be clawed back by Cosmote, with respect to customers who cancel within six months

of activation.

• a loyalty bonus in respect of contract subscribers who review their annual contracts.

• quarterly and annual bonuses if the Master Dealer achieves mutually agreed targets for number of contract subscribers

connected to Cosmote’s network during the relevant periods. 

• a commission equal to 10%, effective August 1, 1999, of the revenues billed by Cosmote to each contract subscriber

acquired by the Master Dealer and its network of independent distributors.

Cosmote also pays its Master Dealers a contribution to co-operative advertising.

All payments due to Master Dealers are recognized on an accrual basis in the accompanying consolidated financial

statements.

(ii) Interconnection agreements for mobile telephony services: OTE has been party to legal proceedings with

Vodafone-Panafon Hellenic Telecommunications Company S.A. (“VODAFONE”) and Stet Hellas Telecommunications S.A.

(“Stet Hellas”), such proceedings arising out of decisions issued by the National Telecommunications and Postal

Commission (“EETT”) which were setting interconnection fees payable to OTE for calls routed through OTE’s network.  On

January 22, 2002, an agreement was signed between the interested parties that addressed all pending issues. According

to the agreement, the mobile to fixed interconnection tariffs would be in accordance with the National Telecommunications

and Postal Commission (“EETT”) decisions. The parties also agreed to withdraw all their legal claims pending before the

courts regarding the fixed to mobile interconnection differences.

(iii) Interconnection agreements for fixed telephony services:  During 2001, OTE signed interconnection

agreements with twelve companies who were awarded licenses to provide wireless telephony services. These companies

are Cosmoline Telecommunications S.A., Intraconnect S.A., LAN-NET Communications S.A., Telepassport S.A., Forthnet

S.A., Quest Wireless S.A., Starcom S.A., Europrom S.A., Teledome A.E.B.E., Vivodi Telecommunications S.A., Grapes Hellas

S.A. and Algonet Telecommunications S.A.  Such agreements, which have an initial one year duration, serve exclusively for

traffic between OTE’s public network and these companies’ networks. Interconnection fees provided in these agreements

are in accordance with the EETT’s decision 203/4/2001 and subject to any changes to this decision.

(iv) Stet Hellas: On December 23, 1997, Cosmote signed an interconnection agreement with Stet Hellas for a term of

sixteen (16) years.  This interconnection served exclusively for traffic between their customers and neither party billed the

other for the use of their network.  On November 30, 2001, Cosmote signed an amendment to the above interconnection

agreement under which, each party agreed to bill the other for all successful calls completed on their network by the other

party’s customers, effective January 1, 2002.

(v) VODAFONE: On December 12, 1997, Cosmote signed an interconnection agreement with VODAFONE for a term

of twenty (20) years.  This interconnection served exclusively for traffic between their customers and neither party billed

the other for the use of their network.  On November 30, 2001, Cosmote signed an amendment to the above

interconnection agreement under which, each party agreed to bill the other for all successful calls completed on their

network by the other party’s customers, effective January 1, 2002.

(vi) Olympic Games 2004: In November 2000, a preliminary agreement was signed between the Company (acting

as representative of the Joint Venture “OTE-COSMOTE-OTENET” currently under formation), and the Organizational

Committee of the Olympic Games 2004 (“Athens 2004”), under which, the Joint Venture “OTE-COSMOTE-OTENET” has

been announced as the Major Sponsor of the Olympic Games 2004 in the Telecommunications Sector.  In return, the Joint

Venture will make contributions of Drs. 20 billion, out of which Drs. 10 billion in cash and Drs. 10 billion in

telecommunication equipment and services.  Out of the amount of 10 billion in cash, Drs. 1.5 billion were paid in December

2000 and the remaining balance of Drs. 8.5 billion will be contributed in 14 quarterly instalments through June 2004.

Within 2001, an amount of Drs. 2,428 was paid, representing the 2001 contributions. Such payments are expensed as

incurred and included in “Other operating expenses” in the accompanying 2000 and 2001 consolidated statements of

operations.
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COMMITMENTS AND CONTINGENCIES (Continued):

(vii) Capital Commitments: The Group has a number of outstanding commitments on supplier contracts and

contractual agreements, which at December 31, 2001, approximated Drs. 168,422. 

(viii) Operating Commitments: As of December 31, 2001, the Group has entered into a number of operating lease

agreements relating to the rental of buildings and transportation equipment, which expire on various dates through 2050.

Future annual payments under these agreements are as follows:

Year Amount

2002 4,836

2003 4,760

2004 4,899

2005 4,860

2006 4,735

Thereafter 8,984

33,074

MANAGEMENT INCENTIVE PLANS:

OTE: OTE has a compensatory management share option plan, which was approved on September 4, 2001, by its

Shareholders Extraordinary General Assembly and is administered by the Board of Directors.

The principal terms of the plan that were approved by the shareholders are as follows:

(i) Eligibility: Options are granted to OTE’s management, specifically to the Managing Director, to the Deputy Managing

Director, to General Directors, to the Legal counsel and Section Managers.

(ii) Exercise Price: The exercise price payable for each share under options granted was set as the average price of

OTE’s share’s price for the month preceding the grant of options determined by reference to the Daily Bulletin of the

Athens Stock Exchange, equal to Drs. 5,817 (five thousand eight hundred and seventeen Greek Drachmae) at the grant

date.

(iii) Exercise of Options: Under the plan, OTE’s Board of Directors issued 4,881,000 option rights which will vest as

follows:  (1)  40% of the rights on the first anniversary of the date of the grant, (2)  30% of the rights within the second

year of the date of the grant, and, (3)  30% of the rights within the third year of the date of the grant.  The rights vesting

within the second and the third year of the date of the grant can be exercized only if certain financial growth targets for

fiscal years 2002 and 2003 will be met.  Options shall expire in the following events:

• If the employment is terminated for any reason prior to the payment of the purchase price, unless the Board of Directors

determines otherwise.  If the employee dies after the options vest, his beneficiaries may exercise any unexercised options,

in accordance with and subject to certain provisions.

• If the employee voluntarily retires from OTE, the eligible employee can exercise options vested through the voluntary

retirement date until the expiring date of the plan.

The movement in the options outstanding during the year ended December 31, 2001, is as follows:

Number of shares Weighted average

subject to option exercise price (Drs)

Outstanding at January 1, 2001 - -

Granted during the period 4,881,000 5,817

Exercised during the period - -

Forfeited during the period - -

Expired during the period - -

Outstanding at December 31, 2001 4,881,000 5,817

Exercisable at December 31, 2001 - -
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MANAGEMENT INCENTIVE PLANS (continued):

The weighted average fair value of options granted in the year ended December 31, 2001, was estimated using the Black-

Scholes stock option pricing model.  The following weighted average assumptions were used: dividend yield of 4.1%,

annual standard deviation (volatility) of 16.5%, risk free interest rate of 5% and expected life of three years.

All options granted in the year ended December 31, 2001, had an exercise price less than the market price at grant date.

Furthermore, the weighted average exercise price and weighted average fair value at grant date were estimated at Drs.

5,817 and Drs. 824, respectively.

Cosmote:

Cosmote has two fixed, compensatory management share option plans.

First Plan

The first plan (“First Plan”) was approved on September 6, 2000, by Cosmote’s Shareholders Extraordinary General

Assembly and is administered by the Board of Directors.

The principal terms of the First Plan that were approved by the shareholders are as follows:

(i) Eligibility: Options can be granted to Cosmote’s management subject to the approval of their participation on the

respective entry date in the First Plan by the Board of Directors in October each year.  Further grants of options may be

made by the Board of Directors to eligible employees at the end of each year.

(ii) Entitlement to Options: Cosmote’s management will be entitled to options in respect of shares of the company

with an aggregate value between two and a half times and five times their annual gross salaries.

(iii) Exercise Price: The exercise price payable for each share under options granted at the time of the establishment

of the First Plan will be 10% below the bottom end of the range for the Offer Price of Drs. 3,120 (three thousand one

hundred and twenty Greek Drachmae).  The exercise price for the purchase of shares under options granted on subsequent

occasions by the Board of Directors will be the average closing price of Cosmote’s shares for the month preceding the

grant of options determined by reference to the Daily Bulletin of the Athens Stock Exchange. This preferential price will

also apply for any options that may be additionally granted.

(iv) Exercise of Options: Options granted to an employee will vest on the third anniversary of the date of the grant

provided certain conditions precedent are satisfied.  In particular, as far as the options granted to the Chairman of the Board

of Directors are concerned, these options vest one year of the date of the grant (i.e. October 20, 2001).  Within November

2001, the Chairman made an application to the Board of Directors in order to exercise 55,870 options, which was

approved on December 21, 2001 and such options were exercised within January 2002.  Exercise of options is not

automatic and participants must make a written application in a prescribed form to exercise options in November of the

year of the vesting to the Board of Directors.  At the Board meeting to be held in December each year, the Board of

Directors will assess each application for exercise of options to establish compliance with the conditions precedent, approve

or disapprove such application as appropriate, and agree to increase the share capital which would result from the exercise

of the options approved in accordance with Law 2190/1920 (but only insofar as Cosmote has not purchased sufficient

shares in the open market in respect of the options to be exercised).  Options not exercised within four years of the date

of grant shall lapse.  Options shall expire in the following events:

• If the employment is terminated for any reason prior to the payment of the purchase price, unless the Board of Directors

of Cosmote determines otherwise.  If the employee dies after the options vest, his beneficiaries may exercise any

unexercised options, in accordance with and subject to certain provisions.

• If a participant does not submit the written application for exercise within the time period defined, or does not pay in

full the purchase price of shares within (20) twenty days following the increase of capital.

(v) Limitations: The number of shares which may be acquired in any five year period after the establishment of the First

Plan pursuant to its terms or to the terms of any other share option scheme or issued and allotted under all other employee

share schemes adopted by Cosmote, may not exceed 5% of Cosmote’s share capital in issue from time to time and, in any

event, may not exceed 10% of the share capital at the time of the establishment of the First Plan (330,000,000).
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MANAGEMENT INCENTIVE PLAN (Continued):

(v) Amendment:  The shareholders in general meetings shall have the exclusive right to amend, modify, suspend or

terminate the First Plan.

Under the First Plan, Cosmote’s Board of Directors was authorized to issue and has issued 1,187,010 option rights on

October 20, 2000.  Options were granted to Cosmote’s management in respect of shares of Cosmote with an aggregate

value varying between two and a half times and five times their annual gross salaries, at an exercise price 10% below the

bottom end of the range of the Offer Price, equal to Drs. 2,808 (two thousand eight hundred and eight Greek Drachmae)

at the grant date.

Second Plan

The second plan (“the Second Plan”), which is considered an extension of the First Plan was approved on October 26,

2001, by Cosmote’s Board of Directors.  Under this plan, the Board of Directors authorized and issued 1,247,310 option

rights.  Options were granted to eligible employees in respect of shares of the company at an exercise price which is the

average closing price of Cosmote’s shares for the month preceding the grant of options (i.e. September 2001), determined

by reference to the Daily Bulletin of the Athens Stock Exchange, equal to Drs. 3,333 (three thousand three hundred and

thirty three Greek Drachmae) at the grant date.  Of the authorized and issued options rights, 296,920 options are

additional rights granted to eligible employees under the First Plan.

The terms of the Second Plan are the same as those of the First Plan except that, under the Second Plan, section managers

and new executives are also eligible employees.

The movement in the options outstanding during the year ended December 31, 2001, is as follows:

Number of shares Weighted average

subject to option exercise price (Drs)

Outstanding at January 1, 2001 1,187,010 2,808

Granted during the period 1,247,310 3,333

Exercised during the period - -

Forfeited during the period (29,915) 2,808

Expired during the period - -

Outstanding at December 31, 2001 2,404,405 3,080

Exercisable at December 31,2001 55,870 2,808

The weighted average fair value of options granted in the year ended December 31, 2001, was estimated using the Black-

Scholes stock option pricing model.  The following weighted average assumptions were used: dividend yield of 1.4%,

annual standard deviation (volatility) of 29%, risk free interest rate of 5% and expected life of three years.

All options granted in the year ended December 31, 2001, had an exercise price less than the market price at grant date.

Furthermore, the weighted average exercise price and weighted average fair value at grant date were estimated at Drs

3,333 and Drs 834, respectively.

The following table provides details of all options outstanding as at December 31, 2001.

Outstanding Exercisable

Weighted Weighted Weighted

Average Average Average

Exercise Price Remaining Exercise Price

Plan Number (Drs) Contractual Life Number (Drs)

First Plan 1,157,095 2,808 2.80 55,870 2,808

Second Plan 1,247,310 3,333 3.82 - -

Total 2,404,405 3,080 3.32 55,870 2,808

66

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(All amounts are presented in milions of Greek Drachmas, unless otherwise stated)

17.



MANAGEMENT INCENTIVE PLANS (continued):

In October 1995, SFAS No. 123 “Accounting for Stock-Based Compensation” was issued.  The Group has adopted the

disclosure provisions of SFAS No. 123, but opted to remain under the expense recognition provisions of Accounting

Principles Board (APB) Opinion No 25, “Accounting for Stock Issued to Employees” in accounting for options granted

under the Management Incentive Plan.  Accordingly, for the year ended December 31, 2001, compensation expense

relating to OTE’s incentive plan of Drs. 1,886 was recognized as a separate component of shareholders’ equity for options

granted under the plan and is being amortized over the vesting period.  Furthermore, the amortization expense on the

Group’s incentive plans amounted to Drs. 899 and was charged to the accompanying 2001 consolidated statement of

operations. Had compensation expense for options granted under this scheme been determined based on fair value at the

grant date in accordance with SFAS No. 123, the Group’s charge for the year ended December 31, 2001, would have been

Drs. 1,359.  Net income and net income per share would have been adjusted to the pro-forma amounts shown below:

Net income: Year ended December 31, 2001

As reported 134,659

Pro Forma 134,199

Net Income per share (in Drs.): Year ended December 31, 2001

As reported - basic and diluted 274

Pro Forma - basic and diluted 273

REPORTABLE SEGMENTS:

The following information is provided as required by SFAS No. 131 “Disclosures about segments of an Enterprise and

Related Information”.  The information presented is based on the criteria set by SFAS No. 131 for the determination of the

reportable segments, and is regularly reviewed by the Group’s chief operating decision makers.

Segments were determined based on the Group’s legal structure, as the Group’s chief operating decision makers review

financial information separately reported by the parent company (OTE) and each of the Group’s consolidated subsidiaries.

Using the quantitative thresholds required by SFAS No 131, OTE and Cosmote have been determined as reportable

segments.  OTE is the public fixed switched telecommunications network provider in Greece, mainly providing local, long-

d i stance and international te l e communications services through public net work.  Cosmote provides mobile

telecommunications services and is the only operator licensed in Greece to provide national mobile services in the 1800

MHz frequency band.  Information about operating segments that do not constitute reportable segments under SFAS No.

131 have been combined and disclosed in an “all other” category. The “all other” category includes financial information

for the consolidated subsidiaries, except for Cosmote.

Prior years’ segment financial information is also presented for comparative purposes.  Accounting policies of the segments

are the same as those described in the summary of significant accounting policies (See Note 2).  The Group evaluates

segment performance based on operating income and net income. The Group accounts for intersegment sales and

transfers as if the sales or transfers were to third parties at current market price.
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REPORTABLE SEGMENTS (Continued):

Segment information and reconciliation to the Group’s consolidated figures are as follows:

Reportable Segments

Year ended Adjustments &

December 31, 2001 OTE Cosmote All Other Totals Eliminations Consolidated

Revenues from 

external customers 1,079,975 209,048 98,721 1,387,744 0 1,387,744

Intersegment

Revenues 91,523 80,243 22,557 194,323 (194,323) 0

Interest income 14,866 441 28,624 43,931 (23,314) 20,617

Interest expense (36,218) (3,676) (28,242) (68,136) 23,314 (44,822)

Depreciation and

Amortization (148,612) (31,873) (20,570) (201,055) 86 (200,969)

Equity in the net

income of associates 1,753 (37) (5,508) (3,792) 0 (3,792)

Income tax expense/benefit (83,329) (31,476) 23,210 91,595 0 91,595

Operating income 278,541 86,609 18,630 383,780 (2,739) 381,041

Net income 160,330 51,844 (51,330) 160,844 (26,185) 134,659

Investments in

equity associates 94,097 43 128,343 223,410 (743) 222,667

Segment assets 2,590,922 376,410 882,881 3,860,213 (1,003,171) 2,857,042

Expenditures for

segment assets 292,287 104,095 67,084 463,466 0 463,466

Reportable Segments

Year ended Adjustments &

December 31, 2000 OTE Cosmote All Other Totals Eliminations Consolidated

Revenues from

external customers 1,043,989 134,061 47,380 1,225,430 0 1,225,430

Intersegment

Revenues 61,881 69,086 6,569 137,536 (137,536) 0

Interest income 24,690 965 28,062 53,717 (21,718) 31,999

Interest expense (28,338) (5,000) (25,127) (58,465) 21,327 (37,138)

Depreciation and 

Amortization (142,532) (19,616) (9,662) (171,810) 86 (171,724)

Equity in the net

income of associates (3,451) 0 2,135 (1,316) 0 (1,316)

Income tax expense (122,158) (12,879) (2,232) (137,269) 0 (137,269)

Operating income 243,625 40,714 6,972 291,311 0 291,311

Net income 208,272 19,188 6,026 233,486 (19,206) 214,280

Investments in

Equity associates 91,531 80 201,126 292,737 0 292,737

Segment assets 2,268,560 251,972 778,141 3,298,673 (681,792) 2,616,881

Expenditures for 

Segment assets 253,545 70,406 32,096 356,047 0 356,047
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REPORTABLE SEGMENTS (Continued):

Reportable Segments

Year ended Adjustments &

December 31, 1999 OTE Cosmote All Other Totals Eliminations Consolidated

Revenues from 

External customers 999,727 75,436 31,780 1,106,943 0 1,106,943

Intersegment

Revenues 33,640 41,280 4,636 79,556 (79,556) 0

Interest income 18,575 323 3,211 22,109 (754) 21,355

Interest expense (10,945) (1,603) (1,719) (14,267) 751 (13,516)

Depreciation and

Amortization (115,134) (10,007) (7,435) (132,576) 86 (132,490)

Equity in the net

Income of associates 136 0 9,283 9,419 0 9,419

Income tax expense (121,236) (3,886) (1,683) (126,805) 0 (126,805)

Operating income 339,068 15,645 7,043 361,756 0 361,756

Net income 194,273 4,396 16,972 215,641 (11,919) 203,722

Investments in

Equity associates 106,025 0 198,368 304,393 0 304,393

Segment assets 1,965,550 157,963 305,068 2,428,581 (280,550) 2,148,031

Expenditures for 

Segment assets 248,124 69,413 9,872 327,409 0 327,409

Geographic Information

The following table provides geographic information about revenues from external customers and long-lived assets for the

three year period ended December 31, 2001:

Revenues Long-lived assets

Country 1999 2000 2001 1999 2000 2001

Greece 1,089,319 1,201,887 1,330,917 1,161,551 1,330,866 1,590,033

Foreign countries 17,624 23,543 56,827 51,775 101,237 230,054

1,106,943 1,225,430 1,387,744 1,213,326 1,432,103 1,820,087

Major Customers

Revenues generated from State Entities and Organizations (Greek State) amounted to approximately 3%-5% of total

revenues for each of the three years in the period ended December 31, 2001.
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REVENUES:

Revenues in the accompanying consolidated statements of operations consist of income from:

Year ended December 31,

1999 2000 2001

(i) Domestic Telephony

Basic monthly rentals 147,836 154,889 180,187

Local and long-distance calls

-  Fixed to fixed 310,916 319,894 329,700

-  Fixed to mobile 162,846 194,563 208,799

473,762 514,457 538,499

Other 17,526 17,791 20,443

639,124 687,137 739,129

(ii) International Telephony

International traffic 88,178 73,214 69,032

Payments from international operators 48,367 45,668 47,072

Payments from mobile operators 21,918 16,986 14,144

158,463 135,868 130,248

(iii) Mobile telephony services 66,447 127,910 223,843

(iv) Other revenues

Traditional Services:

Telecards 69,060 63,539 60,079

Directories 13,983 13,813 13,162

Radio communications 8,613 9,260 8,477

Audiotex 11,108 14,728 19,045

Telex and telegraphy 4,428 4,065 3,193

107,192 105,405 103,956

New Business:

Leased lines and Data communications 47,426 53,565 60,836

Integrated Services Digital Network 3,213 9,948 16,351

Sales of telecommunication equipment 21,719 25,484 34,013

Internet services 4,446 6,287 9,719

Asynchronous Transfer Mode - 3,151 6,317

76,804 98,435 127,236

Other

Services rendered 26,246 23,253 35,981

State’s participation in universal services 11,000 11,000 -

Interconnection charges 17,294 28,414 22,533

Miscellaneous 4,373 8,008 4,818

58,913 70,675 63,332

242,909 274,515 294,524
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OTHER OPERATING EXPENSES:

Other operating expenses in the accompanying consolidated statements of operations consist of:

Year ended December 31,

1999 2000 2001

Services and fees 23,946 24,019 32,271

Repairs and maintenance 18,392 28,731 50,813

Advertising costs 10,196 10,346 23,905

Cost of equipment 40,565 50,017 45,575

Utilities 11,922 22,170 16,048

Provision for doubtful accounts 14,065 29,934 28,313

Provision for litigation and claims - - 4,400

Travel costs 6,139 5,341 5,180

Telecards 8,054 7,264 8,490

Commission to independent distributors 22,902 40,275 36,022

Payments to audiotex providers 6,460 9,837 13,526

Rent 3,669 5,395 8,724

Taxes, other than income taxes 3,530 4,493 5,215

Transportation 2,217 2,463 3,166

Other 13,929 12,143 17,706

Total other operating expenses 185,986 252,428 299,354

FAIR VALUE OF FINANCIAL INSTRUMENTS:

The carrying amounts of cash and cash equivalents, accounts receivable, other receivables, accounts payable, accruals and

short-term borrowings approximate the fair value because of the short-term maturity of these instruments. In addition,

Available-for-sale marketable securities are carried at their fair value based on quoted market prices. The fair value of long-

term debt including current maturities is estimated based on the quoted market prices for the same or similar issues or on

the current rates offered to the Group for similar debt of the same remaining maturities. 

The estimated fair values of the Group’s financial instruments are as follows:

December 31, 2000 December 31, 2001

Carrying Fair Carrying Fair

amount Value amount Value

Long term debt at floating interest rates 348,660 348,660 371,344 371,344

Long term debt at fixed interest rates 426,492 432,596 422,493 437,551

775,152 781,256 793,837 808,895
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SUBSEQUENT EVENTS:

(i) OTE’s Share Option Plans:

On January 28, 2002, OTE’s Shareholders’ Extaordinary General Assembly approved the extension of the stock option plan,

previously approved by the Shareholders’ Extraordinary General Assembly in September 4, 2001.  Under this plan, options

for up to 9,000,000 in OTE’s shares will be granted to OTE’s employees over a two year period, 50% of which vesting in

January 15, 2003 and 50% in January 15, 2004.  Furthermore, options for up to 720,000 shares will be granted to the

management of OTE’s non-listed subsidiaries, 40% of which vesting in January 15, 2003, 30% in January 15, 2004 and

30% in January 15, 2005.  The exercise price will be the same with that of the first plan (see Note 17).  According to the

terms of the plan, options granted to the management of the non-listed subsidiaries for the second and third year can be

exercised only if certain financial growth targets will be met.

(ii) Cosmote’s Share Option Plans:

On February 21, 2002, Cosmote’s Shareholders Extraordinary General Assembly approved the amendment of certain

terms of the management incentive plans, summarized as follows:

(i) Options granted to an employee at the initial participation will vest as follows:  (1) 40% of the rights on the first

anniversary of the date of the grant,  (2) 30% of the rights on the second anniversary of the date of the grand, and, (3)

30% of the rights on the third anniversary of the date of the grant.  On the contrary, additional rights to be granted under

the plans as well as additional options to be granted to the Chairman of the Board of Directors will vest on the third

anniversary of the date of the grant,

(ii) The vested rights can be exercised, in their entirety or partially, up to November of the fourth anniversary of the date

of the grant, 

(iii) Options not vested shall expire if the employment is terminated for any reason prior to the vesting of such options,

irrespective of the time of their exercise, unless the Board of Directors of Cosmote determines otherwise, and

(iv) The compliance of the conditions precedent in order to exercise the options as described in Note 17 above, are

removed and the exercise of options will only be subject to the participant filing a written application and the Board of

Directors ensuring that the participants employment has not been terminated.

(iii) Fixed Wireless Licence

On January 29, 2002, OTE’s Board of Directors approved the transfer to Cosmote of a fixed wireless licence granted to

OTE in December 2000, covering the 25GHz frequency range (See Note 2(e)).  The above mentioned transfer was also

approved by Cosmote’s Sharehoders’ Extraordinary General Assembly, on February 21, 2002.  This transfer was completed

within March 2002, after the relative approval had been obtained by EETT.

(iv) Alpha Digital Synthesis S.A.:

Within January 2002, Alpha Digital Synthesis S.A., a Greek company licensed to provide subscriber television services in

Greece, filed a law suit against OTE before the Athens Multi Member Court of First Instance, claiming an amount of Euro

55.5 million (Drs. 18.9 billion) for alleged damages incurred by this company due to an alleged breach by OTE of the terms

of a memorandum of understanding signed by the two parties.  The case has been scheduled to be heard on March 20,

2003.  The two parties are currently engaged in negotiations for an out-of-court settlement of the above described claim.

At this stage, it is not possible to determine the final outcome of this case.

(v) Hellenic Radio and Television Broadcasting S.A. (“ERT”)

Within May 2002, ERT, the Greek publically owned television radio broadcaster, filed a law suit against OTE before the

Athens Multi Member of First Instance, claiming an amount of Euro 42.9 million (Drs. 14.6 billion) for alleged damages

incurred by this company due to an alleged infringement by OTE of the terms of a memorandum of understanding signed

by the two parties.  The case has been scheduled to be heard on May 22, 2003.  The two parties are currently engaged

in negotiations for an out-of-court settlement of the above described claim.  At this stage, it is not possible to determine

the final outcome of this case.

(vi) Greek State’s Participation in OTE’s Share Capital

On June 13, 2002, the Greek State, in its capacity as OTE’s shareholder, offered to institutional investors in an accelerated

bookbuilt placement an 8% of its participation in OTE’s share capital.  Following this placement, the State’s direct

participation in OTE’s share capital, is approximately 33.7%.
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