
remaining focused on our vision, we plan our growth...

annual report 2002



...with a new organizational structure, 
for solid corporate governance and higher synergies



contents22

OTE overview

_ Message from the Chairman__________________________________________4

_Financial highlights __________________________________________________6

_Management _______________________________________________________8

_Legislative framework_______________________________________________10

_Board of directors __________________________________________________12

OTE Group

_ Organizational structure ____________________________________________15

_ Business Environment______________________________________________16

_ The Group’s strategic directions______________________________________18 

Fixed Telephony Business Unit

_Domestic telephony ________________________________________________21

_International telephony / International telecommunications infrastructure____22

_Tariff rebalancing / pricing policy _____________________________________24

_State-of-the-art network _____________________________________________26

Mobile Telephony Business Unit

_Cosmote __________________________________________________________29

_AMC _____________________________________________________________32

_Globul____________________________________________________________32

_Cosmofon_________________________________________________________32

Internet Business Unit

_OTEnet ___________________________________________________________35

_InfOTE ___________________________________________________________39

_CosmoONE _______________________________________________________40

_Multicom _________________________________________________________41

Other activities

_Hellascom International _____________________________________________43

_OTE Estate________________________________________________________44

_Temagon _________________________________________________________46

_OTEsat-Maritel_____________________________________________________48

_Hellas SAT Consortium _____________________________________________49

_Lofos Pallini_______________________________________________________49

International Activities Business Unit ___________________________________51

“2004 Olympics” Sponsorship ________________________________________55

Human resources ___________________________________________________59

Social profile _______________________________________________________63

Addendum to the Annual Report 2002 _________________________________69

I.

II.

III.

IV.

V.

VI.

VII.

VIII.

IX.

X.



together, we go forward!



message from the chairman4

Dear Shareholders,

Fifteen months ago, I was appointed Chairman of the Board and

Chief Executive Officer of OTE, with a clear mandate to complete the

transformation of the Organization into a company that maximizes

profit in a highly competitive environment. Our management team

worked hard and with great enthusiasm to restructure the Organiza-

tion, overcoming current challenges, and preparing OTE to make full

use of future opportunities.

2002 was a year of many challenges for the European telecom sec-

tor. Taking advantage of its strong financial status and its judicious

expansion strategy, OTE was in a position to achieve high profitabil-

ity and return on fixed assets, exploiting synergies inside the Group.

Handling the competition in fixed telephony 

In an effort to handle the competition, we strengthened the manage-

ment team in fixed telephony with new executives who possess com-

petent experience in the telecom sector as well as in other consumer

sectors. We adjusted our tariffs, improved marketing and customer

service strategies; we introduced a full range of value added services,

and we focused our resources on our corporate customers.

As powerful and financially robust providers embarked on an aggressive

promotion of their services in the beginning of 2003, we achieved a high

level of preparation that will enable OTE to minimize the inevitable loss

of market share and to effectively deal with competition. By the 2004

Olympic Games, in which OTE has direct involvement as a Grand Spon-

sor, we will have consolidated a high level of presence in the Greek mar-

ket. At the same time, we will continue our efforts on all fronts to main-

tain our position as the technological and commercial leader in Greece. 

Consolidating our position in Southeastern Europe.

Anticipating the intensifying domestic competition, OTE proceeded

with specific actions in order to make its presence felt in Southeast-

ern Europe since 1998. Over the last five years, we established a

strong position in this area, targeting more than 60 million potential

customers, who will also benefit from the European unification in the

future. In 2002, our regional strategy demonstrated significant

progress. After intense negotiations during the second half of 2002,

OTE managed – in the beginning of 2003 – to acquire the majority

stake and management control of RomTelecom, which is the leading

telecom provider in Romania. A few months after the appointment of

an experienced international management team, RomTelecom saw

great progress in terms of restructuring, which is aimed to improve

and bring operating profit margins close to those of OTE. We are work-

ing hard to find a rescue plan for CosmoRom (a mobile telephony

provider, subsidiary of RomTelecom), which is under significant finan-

cial strain.

Although we are satisfied with progress in some of the other countries

in the region, we have clearly stated that we do not intend to expand

our international presence and that we plan to exit certain markets

where our presence is limited. The rationalization of our investments

in Southeastern Europe, in conjunction with the strengthening of our

basic international activities, constitute top priorities for 2003.

Strengthening the Organization

When I undertook the duties of Chairman, I became aware of the exis-

tence of a significant opportunity for restructuring OTE in order to best

utilize resources and the abilities of the Group’s employees. In the past

year, we have made considerable progress in realizing this goal. His-

torically, OTE’s organization, which was based on subsidiaries, imped-
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ed taking full advantage of technological capabilities or marketing

opportunities. We initiated a restructuring based on commercial oper-

ations in order to more efficiently exploit our capabilities. Cosmote has

already been assigned the management of most of the international

mobile telephony activities of the Group, while OTEnet will manage all

of the Internet activities of the Group in Greece and abroad. The ini-

tial results of this restructuring are remarkably promising.

Furthermore, we are concentrating on developing Group synergies so

that the significant benefits from the cost control strategy that we

reaped in the parent company can also materialize on a Group basis.

Aiming for the Highest Level of Corporate Governance

There are ongoing changes in every aspect of the Organization, from

the lower levels of administration to the Board of Directors. The Com-

pany currently operates under the general legislation concerning com-

panies as a result of the Greek State’s lowering its participation in

OTE’s share capital. For the first time, shareholders have voted for the

Board of Directors (BoD) and the Chairman. At the same time, inde-

pendent members of the BoD are also members of the Internal Audit

Committee, which ensures financial discipline and transparency. Over

the past fiscal year, in every official monthly meeting, the Board of

Directors played an active role in the making of strategic decisions.

We have already initiated the systematic development of a plan,

which will allow us to apply the principles of corporate governance. By

making this effort, not only we will conform to the rules set by the

Greek and foreign capital markets authorities, but we will also adopt

a series of valuable procedures. These procedures will in turn improve

our efficiency, as well as the long-term value of investments made by

all parties benefiting from our operation - our shareholders, Board of

Directors, Management, employees, creditors, suppliers, and the

community at large.

Strengthening the Company’s Fiscal Structure

Driving our domestic and international strategy as well as the organi-

zational restructuring is the goal of achieving available funds and of

maximizing value for our shareholders. As we enter a period of lower

revenue growth rates, OTE’s financial performance will be determined

by our success in controlling operating costs, restricting capital

expenditures, and reducing operating capital.

In 2002, according to the Greek GAAP (Law 2190/1920), OTE’s

income rose by approximately 4.5%, while EBITDA settled at approx-

imately 44%, one of the highest in the European telecommunications

sector. According to the U.S. GAAP, EBITDA margin reached 39.9%.

Capital expenditures declined from the high levels of the previous

years, which were required by investments in network upgrade and

mobile telephony, and for international expansion. 

Cost control is among our top priorities for fiscal year 2003. With

regard to fixed telephony in Greece, we recently completed a volun-

tary retirement plan, similar to plans we designed and implemented

over the previous fiscal years. This was implemented in order to align

the “employees per production or service line” ratio with those

observed internationally. Efforts to curb costs are pushed forward in

all directions.

Sponsorship Program

By returning a significant part of our revenues to our natural, social,

and cultural environment, in effect we prove on a daily basis that the

social contribution of telecom services is not limited to technological

benefits. Through a multifaceted sponsorship program, the OTE

Group supports every action, which directly or indirectly promotes

communication in our society, rouses citizens, and encourages mutu-

al kindness.

Dear Shareholders,

On behalf of OTE’s management and our employees, I would like to

thank you for your trust in our Company. Together, management and

staff, working as a team, we devote all our energies so that the OTE

Group of Companies remains for our customers the carrier of first

choice for all their telecommunications needs.

Lefteris Antonacopoulos

Chairman and Chief Executive Officer
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HIGHLIGHTS OF OPERATING RESULTS FOR THE YEARS ENDED DECEMBER
31, 2002 AND 2001 IN ACCORDANCE WITH U.S. GAAP

EUR thousands except per share data 2002 2001 % Change

Operating Revenues 4,308.9 4,072.5 5.8

Operating Income 1,020.0 1,118.1 8.8

Pre-tax Income 788.2 743.2 6.1

Net Income before cummulative effect of accounting change 386.1 395.2 2.3

Cumulative effect of accounting change for SFAS No. 142, net of income (40.3) - -

Net Income 345.6 395.2 12.5

EBITDA 1,720.2 1,707.9 0.7

EBITDA Margin 39.9% 41.9% 2.0 pp

EPS 0.7 0.8 0.1

OTE S.A. - RESULTS OF FINANCIAL YEARS 2001-2002 (*)

Amounts in EUR thousands 2002 2001 + / - %

TURNOVER 3,451,343.23 3,445,773.90 0.16%

COST OF SERVICES 2,678,561.31 2,551,668.79 4.97%

GROSS PROFIT 772,781.91 894,105.11 -13.57%

OTHER OPERATING REVENUES 11,651.02 13,766.07 -15.36%

ADMINISTRATIVE & DISTRIBUTION COSTS 51,669.30 50,183.87 2.96%

FINANCIAL AND CREDIT COSTS 81,844.14 69,326.35 18.06%

EXPENSES / (REVENUES) FROM INVESTMENTS

AND  MARKETABLE SECURITIES 20,641.01 5,927.70 248.21%

OPERATING RESULTS 630,278.48 782,433.28 -19.45%

EXTRAORDINARY EXPENSES / (REVENUES) 98,437.82 139,319.38 -29.34%

PRE-TAX PROFITS 531,840.66 643,113.90 -17.30%

NET PROFITS AFTER TAX 315,970.92 385,142.35 -17.96%

* According to the Greek GAAP (Law 2190/20).
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INDICATORS OF OTE S.A. PERFORMANCE - FINANCIAL YEARS 2001-2002 (*)

2002 2001

LOANS / OWN CAPITAL + LOANS 43.65% 35.58%

LOANS / OWN CAPITAL 77.47% 55.24%

LIQUIDITY 143.56% 151.55%

RETURN ON OWN CAPITAL (PRE-TAX) 16.47% 18.65%

RETURN ON OWN CAPITAL (AFTER -TAX) 9.78% 11.17%

EBITDA MARGIN 36.93% 41.00%

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

OTE S.A. - TABLE OF DIVIDENDS - FINANCIAL YEARS 1998-2002 (*)

YEAR SHARES DIV./SHARE % TOTAL DIVIDEND

1998 504,054,199 0.59 -9.1 295,849,860.01

1999 501,065,189 0.65 10.0 323,505,037.65

2000 491,259,299 0.70 9.1 346,008,016.90

2001 490,607,879 0.70 0 345,633,405.61

2002 490,582,879 0.70 0 343,120,714.30

* According to the Greek GAAP (Law 2190/20).
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Executive Committee of Corporate Governance
Full Name Position

Lefteris Antonacopoulos Chairman 

George Skarpelis Member

Lazaros Aggelou Member

George Argyropoulos Member

Michalis Georgantopoulos Member

OTE’s Board of Directors consists of the following members:

Group’s Management Team
Full Name Area of responsibility

Lefteris Antonacopoulos Chairman / CEO

George Skarpelis Executive Vice Chairman

Evangelos Martigopoulos CEO, Cosmote

Yorgos Ioannidis CEO, Otenet

Georgios Maniatis CEO, Hellascom International

Lazaros Aggelou Group Chief Regulatory Officer

George Argyropoulos Group Chief Technology Officer

Iordanis Aivazis Group Chief Financial Officer

Soula Evans Chief Officer for Business and Residential Customers at the Domestic 

Wireline Business unit - Greece

George Rallis Group Chief Strategic Planning Officer

Board of Directors
Full Name Position

Lefteris Antonacopoulos Chairman / CEO

George Skarpelis Executive Vice Chairman

Lazaros Aggelou Member

George Argyropoulos Member

Theodoros Veniamis Member

Iakovos Georganas Member

Michalis Georgantopoulos Member

Lana Mandila Member

Stavros Panas Member

George Papakonstantinou Member

John Sahalos Member

Christos Spanos Member

Apostolos Tamvakakis Member

Phaedon – Theodoros Tamvakakis Member

Spyros Floudas Member

Chief Legal Affairs Officer
Full Name Position

Andreas Kalogeropoulos Chief Legal affairs officer
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Members of the Board of Directors - OTE – Fiscal Year 2002
Full Name Position

Lefteris Antonacopoulos Chairman / CEO (since 3/13/2002)

Lefteris Antonacopoulos Member (until 3/12/2002)

Nikolaos Manasis Chairman / CEO (until 3/12/2002)

Nikolaos Manasis Member (3/13/2002 until 5/22/2002)

George Skarpelis Executive Vice Chairman

Lazaros Aggelou Member (since 3/13/2002)

George Argyropoulos Member (since 3/13/2002)

Theodoros Veniamis Member (since 3/13/2002)

Iakovos Georganas Member

Michalis Georgantopoulos Member (since 3/13/2002)

Lana Mandila Member (since 3/13/2002)

Stavros Panas Member

George Papakonstantinou Member (since 3/13/2002)

John Sahalos Member (since 6/18/2002)

Christos Spanos Member

Apostolos Tamvakakis Member (since 3/13/2002)

Phaedon – Theodoros Tamvakakis Member (since 3/13/2002)

Christos Polizogopoulos Member

Stephanos Avgouleas Member (until 3/12/2002)

Ilias Giannakas Member (until 3/12/2002)

Yorgos Ioannidis Member (until 3/12/2002)

Christos Kiriakopoulos Member (until 3/12/2002)

Georgios Maniatis Member (until 3/12/2002)

Evangelos Martigopoulos Member (until 3/12/2002)

Nikolaos Papadodimas Member (until 3/12/2002)

Konstantinos Hayer Member (until 3/12/2002)



aw 1049 / 1949 is the legislative framework governing

the establishment of the Hellenic Telecommunications

Organization (OTE) as a state owned Société Anonyme.

Pursuant to Law 2167 / 1993, OTE has been operating

as a Société Anonyme and public utilities company,

without undergoing any changes in its legal status or character. The

particular law constituted OTE’s articles of association, which were

amended pursuant to Law 2257 / 1994 (Gov. Gazette Issue 197 A).

Subsequent to the publication of Law 2414 / 1996 (Gov. Gazette

Issue 135/A / 1996), the articles of association were amended in

order to comply with the law’s relevant provisions, based on the Joint

Ministerial Decision No. 88498 / 1996, of the Ministers of Finance,

Transportation and Communications (published in Gov. Gazette Issue

1165 B’ / 27.12.1996).

Pursuant to article 11 of L. 2642 / 1998 (Gov. Gazette Issue 216 A

/ 1998) and subsequently to article 22 of L. 2731 / 1999 (Gov.

Gazette Issue 138 A / 1998), article 7 of the afore-mentioned foun-

dation law was amended. This was done in order to stipulate that at

no point in time, would the Greek State bring its participation in OTE’s

share capital below the 55% and 51% thresholds respectively as far

as shares carrying voting rights are concerned.

Based on the article 22 of L. 2733/1999 (Gov. Gazette Issue 155

A/1999), the Organization ceased being subject to the provisions of

L.2414/1996 (with the exception of the provisions of the articles 9

and 10 of this law). With article 26 of L. 2843/2000 (Gov. Gazette

Issue 219 A/2000), the Greek State retains at least the “1/3” of OTE’s

share capital (and not of "shares carrying voting rights" as had been

provided for by all amendments until L. 2843 / 2000).

On September 4th, 2001, the Extraordinary Shareholders’ Meeting

approved the amendment or termination – depending on the case – of

articles 7, 8, 10, 11, 12, 18, 31 and 39 of the Company’s Articles of

Association, as well as the codification of the current Articles of Asso-

ciation. These amendments refer to the participation of the Greek

State in OTE and also relate to the issues of structure and operation

of the Board of Directors. The changes were deemed necessary as OTE

had to adjust its operations to the current legislation.

Specifically, after the passing of L. 2843/2000 (article 26), which

allowed the Greek State to decrease its participation - up to the 1/3

- in the share capital of OTE, the Organization decreased its partic-

ipation by 10.68% during the summer 2001. This was made

through a convertible bond issue pursuant to the provision of article

5 of L. 2000/1991 (cases 7 and 8, which were added to the above

law, with paragraph 2, article 28, L. 2919/2001). Following the

bond issue, in August 2001, the Greek State’s participation decreased

to approximately 42%. In June 2002, the Greek State offered anoth-

er 8% stake to institutional investors through a book building process.

Following that equity offering, Greek State’s participation was further

decreased to 33.7%. Furthermore, according to the provision of arti-

cle 29, L. 2937/2001, and based on the fact that the Greek State’s

participation in OTE is below 50%, the Organization’s Board of Direc-

tors can now be elected according to the provisions of L. 2190/1920

and the relevant Articles of Association.

The above legislative provisions assisted OTE to adopt its current cor-

porate status. The broader legislative framework in which OTE cur-

rently operates as a société anonyme is determined by the following

parameters:

As a société anonyme, OTE is regulated by the codified provisions of

π. OTE overview10
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L. 2190/20, concerning sociétés anonymes and is only supervised by

the Minister of Development, as any other company.

As a telecom services provider, OTE is regulated by the L. 2867/2000

and is supervised by the National Telecommunications and Post

Offices Committee.

As a company operating in the free market, OTE is regulated by the

Greek and EU competition laws and is supervised by the Greek Com-

petition Committee and the European Commission.

As a publicly traded (listed) company, OTE operates in the context of

the Greek Capital Market and is regulated by the relevant provisions

of the laws governing the stock exchange and the capital market. The

Athens Stock Exchange and the Hellenic Capital Markets Committee

constitute the Company’s supervisory bodies. The Company’s obliga-

tions are embodied in the key decision 5/204/2000 of the Hellenic

Capital Market Committee that in conjunction with the provisions of L.

3016/2002 introduces the principles of corporate governance in the

Greek legislation framework.

The Greek State may no longer control OTE in a way different from

that of any other (société anonyme) company or telecom services

provider. The Greek State may - only as a shareholder – monitor the

operation and administration of the corporate affairs. The Greek State

is represented by the Minister of Finance who is entitled to intervene

according to the Articles of Association and the legal procedures as

any other shareholder do so.

According to the Articles of Association, the name of the Company is

“HELLENIC TELECOMMUNICATIONS ORGANIZATION SA” and its

brand name “OTE” SA or “OTE”.

The company has its registered offices in the Municipality of Amarous-

sion.

The duration of the Company has been set at hundred (100) years and

may be extended subsequent to a relevant decision by the Sharehold-

ers’ Meeting.

General Shareholders’ Meeting

It is the highest administrative body of the Company and is entitled to

make decisions with regard to any corporate matter, unless the Com-

pany’s Articles of Association specify otherwise.

Administrative Bodies of the Company

The Board of Directors, the CEO and the Executive Committee of Cor-

porate Governance are the administrative bodies of the Company.
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TE’s Board of Directors consists of 15 members, each

with a term of 5 years. The 5-year term may be extend-

ed until the next Annual Shareholders’ Meeting; however

it cannot exceed 6 years in total.

On September 4th, 2001, the Extraordinary Sharehold-

ers’ Meeting approved the amendment or the termination of some of

the Articles of Association as a result of the Greek State’s lowering its

participation – below 51% - in the Organization’s share capital. The

Greek State lost its right to appoint six out of the fifteen members of

the Board of Directors, and an equal number of their deputies, as well

as the right to appoint the Chairman and the CEO. The above-men-

tioned changes in the shareholding structure of the Organization, and

specifically in the Greek State’s participation, resulted in changes in the

Organization’s Articles of Association. On 9/4/2001, the Extraordinary

Shareholders’ Meeting approved an amendment or in some cases the

termination of articles, and the codification of OTE’s Articles of Associ-

ation, in an effort to align and adjust their contents with the provisions

of L. 2190/1920, concerning sociétés anonymes. According to the

above, all BoD Members are now freely elected by the Shareholders’

Meeting. In addition, the Board of Directors convenes and elects the

high-ranking executives through internal procedures. As result share-

holders are not in a position to appoint the persons undertaking exec-

utive positions within the Organization. OTE views these changes as

signs of stronger independence and efficiency in the Board of Directors,

which is now elected directly from the Shareholders’ Meeting. In this

way, OTE realizes gains in efficiency and flexibility in order to operate

successfully in the highly competitive business environment.

Based on the above amendment, the Extraordinary Shareholders’ Meet-

ing elected the new Board of Directors on March 13th, 2002.

Law 3016/2002, which was published in spring 2002, applies to

companies with shares or other securities listed on Greek regulated

markets, such as the Athens Stock Exchange. It also stipulates the

basic principles - which regulate the organization and operation of

these companies - strengthening the corporate mission and protecting

in the best possible way the market and the interests of shareholders /

investors. The provisions of the above law complete and clarify the cor-

responding provisions of decision 5/204/2000 of the Hellenic Capital

Market Committee. The above decision regulates the rules concerning

the business conduct of listed (publicly traded) companies.

According to the provisions of Chapter A of L. 3016/2002 (articles 2-

5), which relate to the organization and operation of Board of Directors,

the BoD Members are classified as executive members and non-execu-

tive members while their special duties are determined based on the

above distinction. Executive members are the ones dealing with issues

related to the daily operation and management of the Company, where-

as non-executive members are the ones dealing with the handling of

corporate issues. The number of the non-executive members should not

be lower than the 1/3 of the total BoD Members. Unless there is a spe-

cial representation of minority shareholders, the Board of Directors

should also have at least two independent members. These members

should not be dependent on the Company or other affiliated entities

and should not have shareholding interests with the Company.

Conforming to the provisions of the above law – which requires publicly

traded companies to classify their BoD Members – the OTE's Extraor-

dinary Shareholders’ Meeting on October 17th, 2002, approved the

distinction of OTE’s BoD Members into executive, non-executive, as

well as non-executive independent ones.

According to the Company’s Articles of Association, the Board of Direc-

tors is the highest administrative body and authorized to make deci-

sions upon any managerial issue or issue relating to the promotion of

its business activity. These decisions do not include cases, which are

being exclusively dealt by the Shareholders’ Meeting. The Board of

Directors plans the corporate strategy and growth policy while it mon-

itors and controls the management of the Company’s assets. The Board

of Directors is convened legally in quorum, when eight (8) of its mem-

bers - including the CEO or his/her deputy- are present or being repre-

sented. The BoD decisions are taken by majority vote.

Following a proposal of the CEO, the Board of Directors may authorize

its members, the Company’s executives, third parties or Committees,

which consist of the above persons and have been approved based on

the same decision, to hold particular duties. The BoD Members are not

authorized to receive any type of compensation at the end of their term.

O

board of directors
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Chief Executive Officer

The Chief Executive Officer (CEO) is one of the 15 Members of the

Board of Directors, which are elected by the Shareholders’ Meeting.

The CEO may also hold the position of Chairman of the Board of Direc-

tors. The CEO belongs to the executive members of the Board of Direc-

tors and is elected by the BoD right after the latter’s election at the

Shareholders’ Meeting.

The CEO is the highest executive authority in the Company. The CEO

oversees all the Company’s departments by managing their activities,

makes the necessary decisions in the context of the provisions which

regulate the Company’s operation, and has authorities which directly

derive from the Articles of Association and by the decisions of the

Board of Directors.

According to the Articles of Association, the CEO has the following

authorities:

(a) The CEO represents the Company in subsidiaries, joint ventures

and in every other joint business activity in Greece or abroad.

(b) He/she submits the necessary proposals to the Board of Directors

in order to promote the Company’s business activities.

(c) He/she makes decisions and signs contracts up to an amount,

which is approved by the Board of Directors.

(d) The CEO decides upon issues relating to the internal structures and

to any type of operating rules – with the exception of the General

Personnel Regulation – of the Company.

(e) He/she represents OTE in any actions taken either on his/her

authority or that of the Board of Directors.

The Executive Vice Chairman of the Board of Directors fulfills the

duties of the CEO in the event of the latter’s absence.

Executive Committee of Corporate Governance 

According to OTE’s Articles of Association, the Executive Committee of

Corporate Governance is subject to the Company’s administration bod-

ies, such as the Board of Directors and the CEO. Fulfilling its major

mission, the Committee co-ordinates and ensures the operational

cohesion of the Organization and its subsidiaries, resolves significant

issues of their current management, ensures the lack of overlapping

activities and conflicts among subsidiaries for the same business

activity, finally exercises every other authority granted by the Board of

Directors.

The Executive Committee assists the CEO in various matters, such as

(a) The selection of BoD members in subsidiaries and high-ranking

officers in both OTE and its subsidiaries. (b) The necessity of estab-

lishing joint ventures between OTE or subsidiaries and other compa-

nies, business entities and organizations, in order to promote OTE’s

activities. (c) The necessity of OTE or its subsidiaries to participate in

international tenders. (d) The preparation of the tariff policy for both

OTE and its subsidiaries. (e) The monitoring of OTE and subsidiaries’

financial budgets. (f) The financing and the utilization of OTE and sub-

sidiaries’ assets, etc.

The Executive Committee has also consulting duties, as it consults the

CEO on the accompanying reports of OTE’s Annual Balance Sheet, the

establishment of new subsidiaries, their merger, the transfer of activ-

ities into subsidiaries, etc.

The Executive Committee meetings take place on the request of its

chairman. With the presence of its chairman and at least two of its

members, the Committee is in a position to take valid decisions. The

Committee also informs OTE’s Board of Directors about its activities

through the CEO.
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aving entered a new era, which is characterized by

rapid technological developments and the full deregula-

tion of the telecommunications market on a national as

well as international level, OTE regards the laying out of

a new course of the utmost importance. OTE’s strategy

in this new course targets:  

To maintain its leading position in the Greek market by providing a

high level of products and services to its customers and 

To consolidate its international presence through effective improve-

ment of the financial performance of its existing investments abroad. 

For the implementation of this strategy, the nodal points are: customer

orientation, effective operation, and improved coordination of internal

processes.

Taking into account the above, as well as the best international prac-

tices, in July 2002, OTE decided to organize the Group into four spe-

cialized Business Units and to create the Group’s Corporate Center, aim-

ing at its transformation into a state of the art  and competitive telecom-

munications Group that is focused on market needs. 

The four business units are:

Domestic Fixed Telephony. The Fixed Telephony Business Unit will

be responsible for the provision of fixed telephony in Greece.

Mobile Telephony. The Mobile Telephony Business Unit will be

responsible for the management of the Group’s mobile telephony

activities in Greece and abroad (based on specialized and per case

management contracts, for instances when the relevant assets are not

owned by Cosmote, which has been assigned this task).

Internet. The Internet Business Unit will be responsible for the manage-

ment of the Internet activities of the Group in Greece and abroad (based

on per case management contracts, for instances when the relevant

assets are not owned by OTEnet which has been assigned this task).

International Activities (OTE International). The International Activi-

ties Business Unit (OTE International) will be responsible for the full

coordination of all the telecommunications activities of the Group out-

side of Greece, the management of its international investments in

fixed telephony, as well as other Group activities.

The Group’s Corporate Center supports the Chief Executive Officer and

the Business Team of the Group in the following:

The Strategic direction of the Group, i.e. integrated strategy, mergers

and acquisitions, handling of regulatory issues, management of

investments, and coordinated actions with regard to competition. 

The Management of Group performance, i.e. target determination,

monitoring of target achievement, incentive system for Group execu-

tives. 

The new organizational structure will allow OTE to:

Effectively deal with the intensifying competition in Greece. 

Fully utilize the inherent capacities of the Group in the development

of its international investments.

Reduce overlap and facilitate the achievement of synergies among the

companies of the Group.

H

organizational structure
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n the next three years, the Group is expected to operate in

a business environment with definite challenges:

Competition: 

In fixed telephony increasing competition is anticipated (in

Greece and the Balkans), while, in mobile telephony, intense competi-

tion is expected to continue in Greece; as for the Balkans, competition

will steadily increase from its current low levels.

Market:

The growth rates of the fixed telephony market in Greece are expected

to be limited. The mobile telephony market is expected to enter a matu-

rity trend in Greece, while in the Balkans growth opportunities arise. As

for the Internet, its use is expected to grow, as well as the demand for

quality and user-friendly content and value added services (VAS). 

Regulatory Framework: 

Significant changes in the regulatory framework of the Greek market

made by the National Telecommunications and Postal Services Commit-

tee, such as the application of new interconnection charges and carrier

preselection in fixed telephony, the implementation of number portabili-

ty, as well as the deregulation of the fixed telephony market in Romania,

are issues that the Group in called upon to deal with in the next few

months. 

Technology: 

The time limits of the commercial prospects of new technologies (i.e. 3G

/ UMTS, ADSL, WLAN) are expected to be determined, also based on

the international trends.

In this environment, every OTE Group Business Unit (BU) is character-

ized by several strong points:

The fixed telephony BU is the main telecommunications services

provider in Greece with a strong brand name and an extensive digital

network.

The mobile telephony BU has become the most successful third

mobile telephony provider in Europe and has conquered the leading

position in the Greek market.

The Internet BU is one of the few profitable ISPs in Europe due to the

low number of employees and the abilities of its salespeople, while it

is the largest Internet company in Greece.

The International Activities BU has a strategic advantage in Southeast

Europe since it is the only main provider in Europe with presence in

neighbouring countries.

Finally, the OTE Group, in its entirety, is the sole company in the

Greek market that is able to provide its customers with the full range

of telecommunications products and services, thereby deriving a sig-

nificant competitive advantage.

Furthermore, the OTE Group is called upon to face specific challenges

in the immediate future:

In fixed telephony, dealing with competition entails improvements in

efficiency, as well as reductions in operating and investment expen-

ditures.

In mobile telephony, regulatory interventions are expected to intensi-

fy, while further growth of the BU is now anticipated through the

management of the churn rate, value added services, increase in

calls, as well as the investments abroad.

The Internet BU is called upon to face the challenges of enlarging the

customer base and facing the consolidation trends in the ISP market.

The International Activities BU is called upon to restructure and effec-

tively manage the Group’s investments abroad in the markets it has a

presence.

On a Group level, the main challenges are the improvement of the

procedures for measuring and managing performance, cost control,

and the achievement of synergies among the BUs.

I

business environment
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asic directions of the Group’s strategy move in four directions:

Competitiveness in fixed telephony.

Growth in mobile telephony and the Internet.

Restructuring of International activities.

Effectiveness in financial performance, at Group level.

These directions are analyzed for each Business Unit below:

Fixed Telephony: Competitiveness

ñ Quick adjustment to the new competitive environment, strengthen-

ing of the customer-oriented policy, improvement of the quality of

service, and broadening of the product portfolio.

ñ Improvement in profitability through the appropriate tariff policy,

further cost control, and rationalization of investment expenditures.

Mobile telephony: Growth in Greece and the Balkans.

ñ Consolidation of the leading position in Greece through new servic-

es, promotion of value added services, and reduction of churn.

ñ Growth of the Group’s mobile telephony companies in Albania, Bul-

garia, and FYROM, as well as further expansion in the Balkans.

Internet: Rapid Growth

ñ Strengthening of the leading position in Greece through the offer of

value added services (VAS) and new services, i.e. for small and medi-

um size companies.

ñ Continuing improvements in profitability through the achievement of

synergies among the units.

International Activities: Restructuring

ñ Acceleration of Romtelecom restructuring: strengthening of the

management team, personnel reduction, and restriction of invest-

ments.

ñ Rationalization of the international investments portfolio and focus

on the existing investments.

Group: Effectiveness

ñ Emphasis on the setting of targets and focus on the achievement of

results as well as a clear delegation of goals based on the new orga-

nizational structure.

ñ Drawing up of detailed business plans and regular monitoring of

performance.

ñ Establishment of a common corporate culture and activation of the

human resources.

B

the Group’s strategic directions
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he Company strategy is to lay emphasis on customer serv-

ice in order to strengthen customer loyalty, as well as to

enter new high growth markets.

The new services for the business market are mainly

based on IP technology. Customers often require solutions

tailored to their demands and needs so the company’s attention is

directed towards the design of the corresponding applications.

Furthermore, the Company utilizes the one-stop-shop concept.

The company’s focus on different customer categories, not only aids

marketing processes, but also contributes to the collection of essential

information for the production and distribution of integrated products

and services, addressing the various needs and preferences of individu-

als, professionals, and companies. 

In the last few years, the Company has managed to achieve the trans-

formation / modernization of its traditional services into state of the art

call-centers that provide high quality services and contribute significant-

ly to the Organization’s revenues.

Market studies are regularly conducted to determine the services that

customers require, while advertising campaigns are conducted in order

to inform the customers of existing and new services. 

With approximately 370 commercial stores and the chains of its com-

mercial partners, the OTE Group of Companies, provides state of the art

telecommunications products and services and adjusts to the constant-

ly changing market conditions and technological developments.

The company focuses on the effort to become the leading one-stop-shop

telecommunications provider in Greece and aims to offer a constantly

increasing value to its customers.

In 2002, 71% of OTE’s turnover derived from the provision of fixed

telephony services. 

The rate of digitalization on 12/31/2002 based on installed capacity

reached 96.5%, while based on capacity in use it reached approxi-

mately 97%.

On 12/31/2002, the Company had 6,067,600 connections, out of

which 5,856,400 were digital and 211,200 were analog.

In operation were 5,412,796 main connections out of which

5,247,797 were digital and 164,999 were analog.

In Athens and Thessaloniki, where the bulk of telephone traffic is gen-

erated, all lines are connected with digital exchanges. Telephone densi-

ty of main connections per 100 residents reached 57.11%, including

ISDN B-channels (Basic Access lines X 2 and Primary access lines X

30). During 2002, 308,074 applications for connection were submit-

ted, while the number of connections that were added reached

294,688.

The total number of applications pending is 5,220.

The volume of calls for 2002 accounted for approximately 33.6 billion

minutes. The volume of calls in minutes includes trial calls, service calls,

and all manner of no-charge calls, while the duration of analog exchange

calls and of few digit calls is not included.

At the end of 2002, the number of card telephones reached approxi-

mately 63,970.

Focusing its attention on serving its customers, the Company continues

to develop value added services, such as the so called digital conven-

iences (call waiting, call divert, outgoing call barring, caller ID, etc) and

voice mail. The Company’s target for 2003 is to introduce new digital

conveniences, as for example Call Completed to a Busy Line and new

packages for voice mail such as “Announcements Voice Mail”.

In addition, the Company offers telematics and voice port services.

The object of Telematics Department is the design, development, distri-

bution, sale, and support of telematics content services and specifically

of service “packages” for teleconferencing (audio conferencing – video

conferencing), tele-medicine, tele-education, tele-working.

Teleconferencing is a state of the art  telecommunications service, which

offers users integrated forms of video and audio communication in real

time. During 2002, teleconferencing saw an almost vertical growth rate

(200%) and a significant increase of the customer portfolio for these

services (340%).

Furthermore, as regards Tele-medicine, Tele-education, and Tele-work-

ing services, the three applications have been perfected and their com-

mercial operation has commenced.

Voice port is a new means of automated and direct information provi-

sion that serves complex needs through the most direct and portable

telecommunications means of our times, the telephone.

Voice port can combine the transfer of information between databases,

Internet information, electronic mail, as well as live broadcasts.

The main OTE activities in voice port operation are included in the con-

text of automated voice service in telephone exchanges, as well as on-

line information for various events.

Voice technologies create a new channel of communication that pro-

motes communication, and increases efficiency in the interaction

between companies and consumers.

Based on this technology the study, development and pilot run have

been made for the IASIS service in seven Hospitals of A’ and B’ PESY of

Attica (booking afternoon appointments).

OTE also provides Intelligent Network services, such as Freephone, One-

phone, OTEcard, Time Card, Tele-voting, as well as Audiotex services.

T
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TE is the leading international telecommunications serv-

ice provider.

The Company’s international telephony traffic is

processed through three international digital exchanges -

two in Athens and one in Thessaloniki - and routed

through international networks, submarine and land cables and satel-

lite links.

OTE participates in various international projects that aid in the estab-

lishment of an international telecommunications network based on

state of the art  technologies - with its main emphasis on Southeast-

ern Europe and the Eastern Mediterranean.

OTE believes that this network will strengthen its operating results,

giving it the ability to increase its traffic from and to neighbouring

areas, thereby becoming the main telecommunications node of the

regional market.

These projects include the following:

OTE participates in the fibre optic cable network system of the

Black Sea, which has been in operation since September 2001,

providing connections between Varna, Bulgaria – Novorossiysk,

Russia – Odessa, Ukraine, as well as in various other optic fibre net-

works in Caucasus. 

It owns capacity based on the irrevocable right of use (IRU) in the

private optic fibre cable systems FLAG (Mediterranean – North

Europe) and Med Nautilus (East Mediterranean – Western Europe

through a European Ring).

It is proceeding with the implementation of a new integrated fibre

optic network that will connect Greece with Western Europe via a

new submarine cable system between Greece and Italy owned by

OTE, and the acquisition of capacity on an IRU basis of an exten-

sive European optic fibre network, which covers the greater part of

Western Europe. The work is expected to complete at the end of

2003.

It has already installed seven (7) privately owned ATM/IP nodes in

Athens, London, New York, Bucharest, Nicosia, Tirana, and Sofia.

Within 2003, the expansion of its international DATA/IP network to

a total of 17 nodes worldwide is expected.

The company is served by 13 digital satellite stations and two mobile

ones, which are used mainly for international telephony and other

services, such as data transfer, teleconferencing, television signal

transmission.

O

international telephony – international
telecommunications infrastructure
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ursuant to the legislative framework, the responsibilities of

OTE remain in effect as the Company with a leading posi-

tion in the market, for cost-oriented retail pricing in teleph-

ony and leased lines services.

As a result, for every tariff change in these services OTE

also takes into account its obligations and the constantly increasing

demands of the telecommunications market.

Given the full deregulation of this market, the reduction of the service

provision cost remains one of OTE’s major targets so that, beyond ensur-

ing the best possible service quality, it is possible to derive greater prof-

it from increased sales at lower prices.

In this context and in conjunction with the capabilities of the under

development new flexible pricing and billing system, tariff changes

occurred during the year 2002, which are as follows:

Automated telephony

Local Calls

The price of local calls was reduced on 1/27/2002 from EUR 0.0308

to EUR 0.026  per minute and is in effect 24 hours a day (the time zone

for reduced rates was abolished). This change averaged a local call tar-

iff reduction of 11%.

Long distance calls

The price of long-distance calls was reduced on 1/27/2002 from

0.082i to 0.063i per minute, a decrease of 23%. For the long dis-

tance calls there is a single tariff 24 hours a day.

International calls

The tariffs for international calls remained the same.

Connection fee

It remained unchanged at EUR 29.34, while, for any additional tele-

phone connections in the same premises no fee is charged. 

Basic monthly fee for main telephone connection. 

This fee was increased since 1/27/2002 from EUR 8.21 to EUR 9.98 in

order to be harmonized with the cost. The rate of increase was 21.4%.

Calls from fixed (PSTN) to mobile (PLMN) phone.

Since 5/15/2002, the tariff for the new mobile telephony company

INFOQUEST is EUR 0.302 per minute.

Since 5/15/2002, the tariff for the mobile telephony company

TELESTET is reduced from EUR 0.323 to EUR 0.302 per minute and

as of 8/1/2002 the charges were reduced to EUR 0.28 per minute. 

Since 6/30/2002 the per minute tariff for the mobile telephony compa-

ny VODAFONE is reduced from EUR 0.323 to EUR 0.26 with one-

minute minimum charge.

Since 6/30/2002 the per minute tariff for the mobile telephony company

COSMOTE is reduced from EUR 0.288 to EUR 0.23 per minute. In addi-

tion, a charge for establishing connection is made equal to 2 charge units

or EUR 0.052.  

These tariffs are basically determined by the mobile telephony compa-

nies since OTE withholds only EUR 0.05 per minute.

Connection calls to the Internet through use of PEAK and EPAK 

The tariffs for these calls remain unchanged.

ISDN connections

The charges for ISDN connections remained the same both for basic and

primary access.

Domestic Leased lines

In the tariffs for leased lines, which are in effect as of 1/13/2002,

changes have been made as follows:

Analog local lines saw an average tariff increase by 15%.

Digital local lines saw a tariff reduction from 33% to 47% depending

on the category.

Analog long-distance lines saw a tariff reduction of 17%.

Digital long-distance lines saw a tariff reduction from 29% to 46%

depending on the category.

International Leased lines

No change.

Other charges (charges for other services beyond the above)

No change.

Discounts to social groups

OTE decided the provision of 1000 units per month free-of-charge to

persons / subscribers with bilateral amputation, mobility disfunction, as

well as final stage kidney disease.

Furthermore for the period from 12/25/2002 till 1/1/2003, OTE offered

to all subscribers special holiday reduced pricing. 

P

tariff rebalancing – pricing policy 
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Tariff changes for 2003

For 2003, OTE studies and plans to offer discount packages for resi-

dential, small and medium size companies, and large customers, as well

as reductions to international telephony rates. 

Already, since 2/1/2003, new tariffs are in effect for calls from fixed line

OTE networks to COSMOTE and VODAFONE mobile phones as follows:

The charges to VODAFONE were reduced from EUR 0.26 to EUR 0.24

per minute with 45.5 seconds minimum charge.

The charges to COSMOTE remain at EUR 0.23 per minute; however the

minimum charge is 33.9 seconds and the fee for establishing connec-

tion is abolished.

Since 3/31/2003 new tariffs are in effect for leased lines and data net-

work services. Specifically:

Leased Lines Retail Tariffs 

Local digital lines, increases of 8% and 4% for 64 Kbit/s and 2 Mbit/s

speeds respectively and reductions of 19% and 30% for 34 Mbit/s and

155 Mbit/s speeds.

Long-distance digital lines, reductions from 3% to 21% from small to

high speeds.

Local analog lines, increase of 12% approximately.

International digital and analog lines, reductions of 30% approximately.

Leased Lines Wholesale Tariffs 

The wholesale tariffs, which are 5% down from the above retail tariffs,

will be in effect in connections for Providers (i.e. companies that have an

operating license to provide telecommunications services to third parties).

Hellaspac Network Services Tariffs

The new tariffs for Hellaspac network services (X.28, X25, SDLC and

FRAME RELAY) are lower by about 22%.

HellasStream (ATM) Network Services Tariffs

The new tariffs for HellasStream network services (CELL RELAY, FRAME

RELAY, CIRCUIT EMULATION) are lower by about 28%.

Datapack Discount Package 

In addition to the above changes, OTE customers will receive discounts

on service charges based on their annual bill total from national analog

and digital leased lines, Hellaspac network Frame Relay services, and

HellasStream network services (Cell Relay, Frame Relay, and Circuit

Emulation), which will range between 5% and 25% depending on the

amount of the annual bill.

Telephony packages

Furthermore, as of 5/12/2003 OTE established new reduced rates for

long-distance and international calls to fixed telephones, as follows:

Long distance calls made on Sundays are billed with the tariff of local

calls, that is EUR 0.026 per minute.

International calls can be made at reduced rates of up to 35%. This is

achieved when customers exercise the option of selecting up to three

countries to which they can call, and thereby achieve a discount in their

bill for calls to these countries up to 35%.

The total discount from which customers may benefit in international

calls varies according to the days and hours that they use their phone

for such calls (workdays, weekends, day or night) and the amount of the

bill each time. 

The detailed structure of the discounts has been categorized into two

groups, with the names OTEpiloges and OTEpiheiro, and the customer

can freely choose one of these without additional cost. Henceforth, cus-

tomers will enjoy the group-specific discount that they have chosen.

The only requirement for the customer to enjoy the aforementioned dis-

counts in international calls is to present total charge from telephone

calls in their bills of over EUR 20 per month. 
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n the last few years, the Company has made investments

in the upgrade and expansion of its network in order to

be able to provide a range of technologically advanced

services.

OTE has already proceeded to considerable investments

to digitalize the network and to install a broadband network, as well

as high-speed and high-capacity connections in homes and business-

es, allowing the provision of integrated services to customers.

The outcome of these investments was, besides the digitalization of

the trunk network, which is now at 100%, also the digitalization of the

subscriber network which progresses satisfactorily through the selec-

tion of the appropriate technologies.

In total, at the end of 2002:

The company’s infrastructure consisted of 18,182 km of optic fibre

cables.

The installed ISDN-BRA capacity reached 395,423 lines and the

installed ISDN-PRA capacity reached 8,683, while the capacity in

use reached 349,747 BRA connections (2 channels) and 6,022

PRA connections (30 channels), compared to 199,033 BRA and

5,385 PRA connections last year, an increase of 75,72% and

11,83% respectively. For 2003, the Company anticipates that the

network will have more than 100,000 new basic access customers

and 1,200 new primary access customers.

The HellasStream network is noted for its fast packet transfer tech-

nology that combines high throughput with minor delays, trans-

parency, and good utilization of transfer lines. The network address-

es mainly major company users that need communications at rates

over 2Mbps.

During 2002, the HellasStream network was expanded and today it

consists of 50 access nodes and 9 transit nodes. The total of the

network ports at the end of 2002 came to 3,370, out of which 600

were installed in 2002.

On 12/31/2002, the active connections of the Hellas Stream net-

work reached 710 compared to 354 in 2001, an increase of over

100%. Furthermore, the interconnection of the DSLAMS of the

ADSL network was completed and access was given to customers

at speeds of 155 Mbps.

In 2003, the Department aims to increase connections and rev-

enues by 30%, to provide UBR and ABR services, and to prepare a

feasibility study for the introduction of the services: Monitoring, G.

SHDSL, information to customers on their network’s condition,

“Product matrix”, Disaster Recovery, Frame Relay through ADSL

access.

The HELLASPAC network is the public Data Transfer-Transmission

Network that aims to cover OTE customer needs for communication

between different Computing Systems.

It is addressed to the market for Data Package Transfer telecommu-

nications that requires speeds from 1,000 bps to 2 Mbps.

During 2002, 700 new applications were submitted and processed

and 800 low speed connections were discontinued. In addition, the

abolition process of the HELLASPAC-I network is near completion

with the simultaneous transfer of subscribers to the HELLASPAC-II

network; also, a process for managing H/P connections through the

DELPHI Information System is being developed. On 12/31/2002,

HELLASPAC II connections in operation numbered approximately

7,760, while the dial-up connections in operation were approximate-

ly 2,000. For 2003, the Service aims to provide dial-up connections

with speeds of 28,800 bps as well as FR/CIR services through

HELLASPAC.

Hellascom Network is OTE’s digital network that aims to provide

dedicated circuits to its customers, at speeds from 2,400 bits/s to

2 Mbits/s.

During 2002, 3,500 new applications were submitted, an increase

of 26% compared to last yearãs figure. The total of Hellascom cir-

cuits, on 12/31/2002, came to 12,532, out of which 11,388 were

active and 1,144 pending. 200 new nodes and 200 subscriber

I

state-of-the-art network
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multi-plexers (small nodes installed for customers with several cir-

cuits) were installed. The Network capacity came to 4,000 nodes

distributed throughout the country, while a new way of routing the

circuits using HDLS technology, supplementary to the convention-

al one, was introduced; an even newer way of routing circuits using

SDSL technology is being tested. Furthermore, a way of managing

H/C circuits on the Delphi Information System is being developed.

For 2003, the company aims for the Network to grow from 2,532

to    15,000 circuits, to introduce the new service (Point-to-Multi-

point and VPN), and to draft a feasibility study for IP/VPV customers

to have access through HELLASCOM circuits. 

The Company is dynamically turning towards the development of

ADSL technology, utilizing the existing local network infrastructure

for the provision of broadband services.

During 2002, 61 network nodes with 7,868 ports were installed in

9 districts and equipment for phase B’ are being installed in 140

nodes with 10,032 ports. For 2000, the Department plans to com-

plete phase B’ of the Network and to commence wholesale distri-

bution of ADSL services.

In total, 344 new ONUs were installed - out of which 155 are

indoor and 169 outdoor - in 43 optic access networks, which are

under construction (in total 940 ONU were installed and 496 ONU

switched).

To satisfy applications for 2 Mbits/s provisions, 1,500 HDSL sys-

tems were provided.

In the national IP network, the installation of nodes  (IP-PoP) was

completed and they were connected with the HellasStream net-

work (except for three 34 Mbits/s links, due to lack of carrier) and

the network for IP service provision through fixed links (IP-VNP)

commenced operation. The IP network consists of 82 points of

presence and is operates on cell based MPLS technology. The IP

network can provide high quality, availability, and security Intranet

and Extranet IP VPNs services, Access VPNs, and Internet dial-up

(wholesale). In 2003, the Company aims to complete the connec-

tion with HellasStream Network nodes, to activate connections

with digital exchanges, and to set in operation the network for pro-

vision of selective Internet access services, IP-VPN and VoIP serv-

ices.

As regards the international IP Network (MSP), the installation of

nodes in Bucharest, Nikosia, Tirana, and Sofia was completed. For

2003, the Company targets to expand the International Data/IP net-

work to a total of 17 nodes worldwide.

As for the OTE digital Satellite Platform, it provides telecommuni-

cations services that include broadband IP services through HotBird

3 and W2 of Eutelsat satellites. OTE aims to offer interactive mul-

timedia services via TV when a suitable business opportunity pres-

ents itself.
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TE 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 busi-

ness is the provision of mobile telecommunications and related wire-

less services in Greece.

Today, the company is the leading provider of mobile telecommuni-

cations 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 July 2002, COSMOTE

was awarded GSM 900 spectrum of 2x5 MHz and became a dual

band operator. During August 2001, COSMOTE acquired one of the

three UMTS licenses that were awarded in Greece, at the minimum

price (h146.7 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 sub-

scribers and growth rates but most importantly in profitability. It is

noted that COSMOTE ranks among the best three mobile operators in

Europe for 2002, according to the announced financial results of all

listed European companies in the sector (based on the following

ratios: Revenue Growth, EBITDA margin, Net Income margin, ROIC,

ROE, etc).

COSMOTE had its Initial Public Offering in early October 2000. Prior

to the IPO, COSMOTE’s shareholders were OTE, the Hellenic Telecom-

munications Organisation, with 70% and Telenor-B Invest AS, a sub-

sidiary of Telenor of Norway, with 30%. The shareholding structure of

the Company as of 3/31/2003 and up to 4/29/2003 was the following:

OTE 58.95%, Telenor B-Invest AS 18.00%, WR Com Enterprises Ltd

7.03% with free float and institutional investors accounting for the

remaining 16.02%. On 4/30/2003, Telenor B-Invest AS announced the

sale of 29,702,255 COSMOTE shares, thus lowering its participation in

the share capital of the company to 9%. The shareholding structure of

COSMOTE as of 5/6/2003 was the following: OTE 58.95%, Telenor B-

Invest AS 9.00%, WR Com Enterprises Ltd 7.03% with free float and

institutional investors accounting for the remaining 25.02%.

COSMOTE’s share capital consists of 330,139,120 ordinary shares.

Since IPO, COSMOTE's share showed one of the best performance

among all listed telecom companies in Europe.

At the end of year 2002, the Company’s network consisted of 2,598

activated BTSs, 16 Mobile Switching Centers (MSCs) out of which 2

were transit (TMSC), with a capacity of 3,760,000 subscribers and 5

Home Location Registers (HLRs) with a capacity of 4,500,000 sub-

scribers. In addition, during 2002, COSMOTE acquired additional 2G

spectrum in the 900 MHz frequencies that will allow the company to

further improve its network coverage and quality. The Company also

activated its LMDS network in Athens and finalized the necessary

planning for the 3G network rollout.

The company’s network interconnects with the fixed networks of OTE.

Q-Telecom and Forthnet as well as with the three other mobile teleph-

ony networks operated by Panafon-Vodafone, Telestet (STET Hellas)

and Q-Telecom. In addition the company has an IN (Intelligent Net-

work) platform that offers VPN and prepaid services.

As of December 31, 2002 COSMOTE’s network covered approximate-

ly 99.6% of the population of Greece, and 92.7% of its mainland and

islands and 96.0% of its territorial waters. COSMOTE has achieved

nationwide coverage in less than one third of the time it has taken its

competitors and has been characterized as the most successful third

entrant in Europe.  

COSMOTE’s targets for 2003 include: 

Installation of 210 additional BTS (to reach a total of 2.800) and

expansion of capacity in 540 BTSs. 

Replacement of three existing MSCs with three new ones, of the lat-

est technology and capacity increase of the existing HLRs with the

aim to reach a total MSC capacity of 4,100,000 subscribers and

HLR capacity of 4,740,000 subscribers.

O
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Installation of the pilot UMTS infrastructure and network rollout

aiming a population coverage of 25% and the provision of innova-

tive services.

Installation of additional infrastructure to meet the needs of the

Athens 2004 Olympic Games. 

In December 2002, the Company’s subscriber base has reached

3,506,338, a 19.1% increase compared to the end of 2001, with an

estimated market share of 37.6%. During 2002, the company has

added the majority of new net additions, with an overall market share

of approximately 41.7%. In addition COSMOTE is the leading

provider of mobile telecommunications services in the contract mar-

ket segment in Greece since March 2000, with a total of 1,551,441

customers, as of December 31, 2002 yielding a market share of

approximately 47.8%. Contract subscribers are attractive to

COSMOTE because of their greater loyalty and higher average month-

ly revenue per user than pre-paid customers. In addition to its stan-

dard and enhanced GSM 900 and 1800 services, including interna-

tional dialing and roaming, the Company offers its customers a num-

ber of value-added services, including voice mail, short message serv-

ices (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. 

Furthermore, the Company holds the second position in the Greek

wireless market in terms of number of pre-paid customers. As of

December 31, 2002, COSMOTE had approximately 1,954,897 pre-

paid customers (using the “COSMOKARTA” and  "what's up?" prod-

ucts), with a market share of 32.2%. The Company believes that pre-

paid services are attractive to customers seeking to control and min-

imize costs, customers who earn a variable income, children and

teenagers, and low-usage customers. Pre-paid customers currently

have access to a large number of value-added services, including

voice mail, SMS, customer care, directory inquiries and connect –

through services.

COSMOTE has as of September 2000 integrated all its information serv-

ices and mobile commerce 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 servic-

es of significant value COSMOTE has partnered with some of the best

known names internationally, such as YAHOO!, 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 serv-

ices, 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 are interested in,

using only voice commands. 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. During 2002, the

Company enriched significantly the services offered through its compre-

hensive mobile portal “MyCosmos” with the introduction of new innova-

tive services such as the "Athens Airport," the "Health Line," and the "Ring-

tones & Logos" services, that had a great success among the company's

customers.  

In September 2002, COSMOTE launched commercially its Multimedia

Messaging Service. MMS is the multimedia evolution of the very popular

SMS and is expected to break new grounds in wireless communication by

making it more personal, functional and expressive than ever.

In accordance with its main strategic goal, that calls for providing quality

value added services, COSMOTE has collaborated with significant content

providers to create exclusive applications based on MMS technology.



COSMOTE’s main strategic goal, as a member of the OTE group, is to

take full advantage of the business opportunities arising in the ever-

evolving telecommunications market, so as to continually enhance its

leading position in Greece and establish its presence in South Eastern

Europe. In this respect: 

It has extended its activities in the Balkans, since 2000, with the

purchase of the Albanian Mobile Communications company

(∞ªC), that is one of the most profitable mobile companies in the

sector, with the highest EBITDA margin in Europe of 66% at the

end of 2002.

It has assumed the management of two of the group’s mobile

assets, Globul in Bulgaria and MTS in Skopja (F.Y.R.O.M.). More

specifically, according the contract terms, COSMOTE will be

responsible for all the financial, technical, commercial and opera-

tional management of Globul and MTS that operate in Bulgaria and

Skopja respectively, with the aim to create enhanced shareholder

value in the most efficient way. 

It participates in the first electronic commerce, Business to Busi-

ness (B2B) venture in Greece, CosmoONE, following its affiliation

with OTE and Commerce One, the world leader in the sector.

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.

COSMOTE’s international roaming agreements enable mobile phone

users to make and receive calls using a foreign country’s GSM net-

work while paying the home GSM provider for the calls. As of Decem-

ber 31, 2002, the Company had 272 roaming agreements with

mobile telecommunications operators in 129 countries. Roaming rev-

enues grew by approximately 17% compared to the end of year 2001

and comprised 2.7% of total operating revenues.

COSMOTE Financial Performance (US GAAP, consolidated GREECE and

ALBANIA).

∆he addition of 562,806 new Customers in year 2002, combined with

the significant increase in the Usage of mobile services and the introduc-

tion of a new termination charge among mobile operators in Greece,

resulted in revenues of EUR 1,201.3 million on a consolidated basis, a

30% y-o-y increase, much higher than the average European revenue

growth rate in 2002.

It is noted that usage (blended AMOU) reached 98 minutes, up from 89

in 2001, while usage of contact customers (contract AMOU) increased by

23%, more than half an hour, to 169 minutes. ∞s a consequense, revenue

per user (blended ARPU) amounted to EUR 30, while contract ARPU

grew to approximately EUR 47.

More importantly profitability, EBITDA for the year ended 31 Decem-

ber 2002 rose by 27.5%, reaching EUR 520 million, while EBITDA

margin stood at 43.3% compared to 44.1% at the end of 2001,

despite the significant increase in interconnection costs (due to the

aforementioned new Mobile to Mobile termination charges). EBITDA

margin of AMC for year 2002 stands at an extraordinary 66.0% while

Net Income margin reached 28.8%. 

COSMOTE Net Income (on a consolidated basis) grew by 32% reaching

EUR 230 million with Net Income margin improving to 19.1%. Earn-

ings per share (EPS) amounted to EUR 0.70 compared to EUR 0.53

one year ago. It is noted that AMC’s Net Income margin stood at 28.8%

COSMOTE's principal objective is to continue to capitalize on the

opportunities it believes are available in the growing and evolving

mobile market both in Greece, as well in the Southeastern European

region. In pursuit of this objective the company remains focused on

the following strategy:

Leverage on leading market position.

Increase voice usage.

Capitalise on current network for 3G rollout.

Boost Data & VAS revenues.

Offer integrated services portfolio.

Exploit opportunities from “Athens 2004”.
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Benefit from regional expansion.

Continually enhance its strong financial position.

COSMOTE’s vision is to:

Sustain its successful customer-oriented strategy and competitive

offering.

Achieve regional expansion with goal to become the largest mobile

operator in Southeastern Europe.

Continue its strong financial performance in order to become one

of the best 5 mobile operators in Europe.

AMC: Albanian Mobile Communications Company 

In August 2000, COSMOTE acquired, through Cosmo-Holding Albania

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

tions company. During year 2000 AMC was the sole provider of mobile

telecommunications services in Albania.   

At the end of December 2002, the company had 501,147 customers

(compared to 273,088 at the end of 2001). Of these 97.1% (approxi-

mately 487 thousand) were prepaid customers. 

Since COSMOTE took control of AMC operations it has upgraded the exist-

ing network by installing new BTSs, a new MSC, new billing system and

the pre-paid platform. The upgrade of AMC’s network has considerably

increased coverage and quality of services in Albania. During year 2002,

the company continued the fast upgrade of AMC’s network providing cov-

erage to the majority of Albania.

In January 2001, OTE acquired the license for the second GSM

mobile network in Bulgaria for USD 135 million. The Company,

Cosmo Bulgaria Mobile – with the commercial name Globul and OTE

as its sole shareholder – was established and started its commercial

operation in September 2001.

In 2002, the subscriber base of Globul reached 466,014 customers,

out of which 214,809 were contract customers (46.1% share) and

251,205 card-operated telephony customers (53.9% share). In the

two years since its establishment, Globul effectively proceeded to the

development of its telecommunications network, installed 2 transfer

centers and 407 base stations, providing quality telecommunications

coverage to 77.35% of the Bulgarian population. At the same time it

was staffed by specialized employees and was equipped with

advanced technological equipment.

The Company’s goal for 2003 is the completion of the network’s basic

deployment in order to be fully competitive in the Bulgarian market,

reach at least a 32% market share, and improve the quality of its sub-

scriber base.

Within 2002, COSMOTE undertook the management of Globul in

order to more immediately and effectively transfer its accumulated

experience to the new investments.

In November 2001, OTE acquired the second mobile telephony

license in FYROM for USD 25 mil., and on 7th November 2001 it

established MTS Mobile Telecommunication Services AD, as well as

its 100% subsidiary, OTE MTS Holding BV, which now constitutes

MTS’s main shareholder. The network’s design has already been com-

pleted and the process of installing base stations has been initiated.

Furthermore, a satisfactory agreement for interconnection with Mak-

Tel (a fixed telephony carrier) was concluded.

The commercial operation of the Company started in June 2003, with

the commercial name Cosmofon. The company targets an 8% market

share and 43,000 subscribers till the end of 2003. At the end of

2002, the management of MTS came under the control of COSMOTE.



but every new innovation will bring others near us!
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TEnet SA (www.otenet.gr), an Internet product and serv-

ices provider, was established in 1996 through the initia-

tive of the Hellenic Telecommunications Organizations

(OTE) and constitutes the outcome of its business strate-

gy in the area of new technologies.

OTEnet offers services, Internet, and IT & Telecommunications Infras-

tructure applications and solutions over the Internet Protocol (IP) to res-

idential users, businesses, and organizations.

The constant investments of OTEnet in network infrastructure, the

development of new products and services which cover the modern

needs of businesses and consumers, the excellent customer service,

and the flexible organizational structure are the main characteristics

which have brought OTEnet to the leading position in the Internet sec-

tor. Today, OTEnet customers have at their disposal the quality, relia-

bility, speed, and consistency of the largest Internet Service Provider

in our country.

OTEnet is a member of the OTE Group, its main shareholder with a

stake of 80.2%. The National Bank of Greece also participates in

OTEnet’s shareholder structure with a stake of 10%, as well as State

Educational and Research Institutions with smaller stakes. The share

capital of OTEnet amounts to approximately EUR 5.28 mil.

Utilizing its constantly upgraded network capabilities to the limit,

OTEnet offers complete coverage to all its users - individuals, compa-

nies, and professionals - with the following categories of products-

services:

Basic Access Services: Dial up access to the Internet through the con-

ventional telephone network (PSTN) or the digital network (ISDN).

IP Telecommunications Services: Integrated IP Solutions for small and

medium companies and large enterprises covering access, networking of

company branches through the use of advanced security and encryption

protocols, network security and management of their network equip-

ment.

E-business Services: Electronic presence services (web-site creation

and hosting), e-commerce (electronic store creation and hosting, and

other turnkey solutions for the creation of electronic stores), elec-

tronic advertisements as well as other e-business services that con-

tribute to increasing the effectiveness of everyday company opera-

tions.

Content Services: Specialized services for the provision of informa-

tion, communication, and purchasing services, as well as the estab-

lishment of powerful user services and business tools.

A very important milestone for OTE was the new organizational struc-

ture that was announced in July 2002 and re-determined the course

of the OTE Group. The Internet Business Unit was named responsi-

ble for the management the Internet activities of the Group in Greece

and abroad.

The most significant change was the shaping of a new “psychology”

and culture - cooperative and imbued with team spirit - that encour-

ages coordination of expertise, experiences, and strengths and aims

to make the OTE Group vision reality.

OTEnet’s business plans for 2002 focused on two basic sectors-mar-

kets: consumer products and business solutions. The aim was to cap-

italize on all the efforts made in 2001 for OTEnet to become the lead-

ing company in all fields of its activities, to actively contribute in the

achievement of the development targets of the country, and to suc-

ceed in the above while maintaining conditions of profitability and

creating value for shareholders.

The Internet market continues to grow at higher rates than other sec-

tors-markets. However, due to the general financial conditions, these

rates did not follow the course of the previous two years.

The relatively lower rate of market growth for 2002 did not prevent

OTEnet to reach the target-projection that it had set: to increase its

already leading market share, as well as to display a growth rate

higher than that of the market.

According to fiscal 2002 figures, the subscriber base of OTEnet dial

up connections rose by 15% in 2002, in comparison to the previous

year. Specifically, the number of active dial-up subscribers reached

179,300 on 12/31/2002, compared to 155,650 on 12/31/2001.

OTEnet’s active corporate customers reached 1,330, from 925 pre-

viously, displaying an increase of 44% in the period December 2001-

O
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Decemeber 2002. Finally, the active websites hosted by OTEnet rose

by 47% and reached 2,230, from 1,590 on 12/31/2001.

A significant increase of 45% for 2002 was seen in OTEnet’s

Turnover, on a consolidated basis, which reached EUR 47.4 mil,

compared to EUR 32.7 mil. for 2001. In 2002, OTEnet is one of the

few companies in the sector that posted profits, on a consolidated

basis, which came to EUR 0.8 mil, compared to losses of EUR 2 mil.

for fiscal 2001.

This profitability is the result of the growth in the Company customer

basis and revenues, the introduction of new value added services, as

well as the utilization of investments. 

Specifically in 2002, OTEnet introduced a range of new services and

products, covering the needs of the consumer and business markets.

In the first Quarter of 2002, OTEnet introduced a range of services-

products in the market, such as the new web service, Systran Plus,

for online translations in real time. In the same period, the Company

launched the IQnews by OTEnet service, a new online application for

“smart” news searches, as well as the Intrajobs service (in collabora-

tion with the e-On Integration and KapaTEL), which constitutes a tool

for job searches and employees through the Internet. Through col-

laborations, OTEnet invested in the enrichment of the content of its

website, offering content services such as Astrologynet.gr, Woman

Today, News & Entertainment, etc.

In August 2002, OTEnet announced services for the Local Authorities

Elections. In the site that it created (www.grelections.gr), OTEnet

provided a set of Internet services for the citizens, as well as for the

candidate-politicians. Hence, Internet users had at their disposal a

new Information Portal for the elections. At the same time, the can-

didate-politicians for the Prefecture and Municipal elections had at

their disposal promotion packages, specially designed for Internet

publicity and direct communication with citizens.

In December 2002, OTEnet announced its entry in the Internet con-

nection prepaid cards market with an innovative product, the card

Let’s NET. The Let’s NET card provides prepaid connection time on

the Internet through the OTEnet Network and was created for those

who desire limited surfing time on the Internet. In addition, it is ideal

for those who want to try the Internet for the first time.

Furthermore, the Smile telephone card family was enhanced with the

addition of one more card - EUR 15 prepaid value.

OTEnet is actively engaged in the areas of Research & Development.

On the one hand, it participates actively in European Research Pro-

jects/Programs, and on the other hand it researches and develops

pilot services, thereby evaluating new technologies and applications.

Specifically, in reference to the pilot applications-services, in 2002,

OTEnet proceeded to the first nation-wide demonstration of the pilot

service that it develops in collaboration with Media Communications

(MCOM), for live on demand video-audio Internet transmission. This

service, which is in the development phase, relies on broadband con-

nections and is realized on MCOM’s mediaSTREAM platform and on

Microsoft operating systems.

Furthermore, in December 2002, OTEnet in collaboration with the

Athens International Airport “Eleftherios Venizelos” created the first

pilot application for wireless Internet services for airport visitors.

As regards its network, OTEnet proceeded to an upgrade in May

2002, and was the first company in Greece to offer the fastest Inter-

net at 310 Mbps speed for international connections.



because everybody depends on you to connect to the world!



V. internet business unit38

In addition, the modems used in the privately owned nodes of the

company were upgraded to V.92, providing PSTN subscribers with to

20%-60% greater speed at download and 50% faster connection

establishment, if they have a compatible modem installed.

Following a customer-oriented philosophy, OTEnet gave due impor-

tance to customer service, strengthening the Customer Service

Department NEXT2U, which provides information, news, and techni-

cal support 24 hours a day, 7 days a week, 365 days a year.

NEXT2U can be contacted at 801- 11-35555 (local rates throughout

Greece).

The 2003 OTEnet business plan will be developed on the strong

foundation built by the Company in the past two years. OTEnet will

continue to address the consumer and business markets, aiming at

an increase of the total market and a corresponding increase in the

Company’s market share. Emphasis will be laid on integrated busi-

ness solutions based on Internet technologies, a strategy apparent in

OTEnet activities in 2002. Beyond access and hosting services,

OTEnet will intensify its activities in the area of value added services

in 2003.

As far as consumer products are concerned, one of the Company tar-

gets for 2003 is to make Internet use even more friendly to the cus-

tomer. Emphasis will be laid on services-products that are more user-

friendly and serve as tools for everyday life.

Subsidiaries

Travel.gr by OTEnet. Travel.gr by OTEnet was established in 2001 and

is active in the area of supply and provision of tourist products and serv-

ices through the Internet.

It constitutes an innovative idea of service provision in tourism and

stands for easy access to tourist markets and products.

The company’s shareholders are OTEnet, with a stake of roughly 95%,

and United Travel Network, with a stake of 5% approximately.

With a high technology Internet booking system, it provides quality serv-

ices to:

Large companies (coverage of business trips, domestic or

international, for employees, incentives–trips, participation in

Conferences and Exhibitions).

Small and medium size companies (coverage of business trips,

domestic or international, for employees, incentives–trips,

participation in Conferences and Exhibitions).

In 2002, Travel.gr by OTEnet undertook the realization of the first

pilot application for OTE’s business trips.

Voice@net by OTEnet. In June 2002, the process of acquiring the con-

trol of Southgate Communications Hellas SA was completed by OTEnet.

In September 2002, the Company was renamed “VOICENET Telecom-

munications Services and Infrastructures SA” with the brand name

Voice@net by OTEnet. OTEnet holds 84% of its share capital, while

SANYO holds 16%. The main object of Voice@net by OTEnet is the pro-

vision of voice communication services through Internet Protocol (VoIP)

and the development, management, operation, and maintenance of

telecommunications infrastructures and installations.

The performance of Voice@net by OTEnet during 2002 was positive,

with many new companies (more than 1,500 companies-customers)

added to its customer portfolio.
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he OTE subsidiary “OTE Directory Information SA” with

the brand name InfOTE, which initiated its operation in

2001, activates in the promotion and advertising of com-

panies and professionals through directories in print and

electronic form. The company’s vision is to serve cus-

tomers efficiently and satisfy their changing needs through new products

and services, to maintain the leading position in the Greek Market in

terms of existing products, to offer new products in print or electronic

communications media, as well as to expand to new markets.

In 2002, the procedures for the directory sector’s spin-off from OTE and

the transfer of operations to the new subsidiary began. Beyond this, the

signing of important contracts that will regulate from now on the rela-

tionship of the Company with OTE is planned. These contracts concern

the publication of the OTE’s White Pages and the collection of InfOTE’s

revenues through OTE’s telephone bills.

The “Nation-wide Business-to-Business Blue Pages” was successfully

published and the remaining print products were considerably improved. 

In total, sales displayed an increase of 25%-27% in 2002, in compari-

son with 2001 (2002 target: 20%). Exceptional growth was displayed

in Internet promotion sales with a percentage of 6,031%. 

The Company’s revenues rose by 10%.

Also, the Company’s website was renovated and a new site for Greeks

and Greek businesses everywhere, the Greek Business Network

(www.greekbiz.com), is under trial.

In 2003, the company has started the redesigning of the tourist direc-

tories and the creation of 2 more products of considerable social contri-

bution - the Gold Number (GN) which will be the first wide-use high

technology LBS service in Greece and the Yellow Auto-Guide that will

cover the area of automobiles.

InfOTE’s targets for 2003 to increase sales by 20% and income by

10%, and to enter new areas and products in order to have all the pre-

requisites of coverage, robustness, and market share, and to share its

dynamic and its profits with investors after its listing on the Athens

Stock Exchange, when the law permits it - that is, after the publication

of its third Annual Report.

T
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osmoONE Hellas MarketSite SA (www.cosmo-one.gr) is

the first company in Greece which developed electronic

commerce services for companies. Since the beginning

of 2001, it operates a Horizontal Electronic Market site

and at the same time it offers Electronic Auction Ser-

vices. cosmoONE was established in June 2000. OTE, COSMOTE,

National Bank of Greece, ALPHA BANK, and DIINEKIS PLIROFORIKI

(representative of American company Commerce One Inc.) partici-

pate in its share capital. Today cosmoONE holds the leading position

in the Greek b2b e-commerce market. It is noted that, from 1/1/2002

to 12/31/2002, the transaction volume of the electronic market site

exceeded EUR 310 mil., displaying an increase of 384% compared

to 2001.

It is also worth noting that today the number of companies that per-

form electronic transactions through cosmoONE exceeds 80, with

more than 35,000 items (products and services) available via elec-

tronic catalogues. One especially significant development is that the

orders processed through the cosmoONE Electronic MarketSite were

not only for “simple” items, such as computer, office, and mobile

telephony products, etc, but also complex projects, such as the pur-

chase of supplies and services for the construction of mobile teleph-

ony base stations. It is stressed that these projects require both the

purchase of multiple supplies, and of complex services.

The number of electronic auctions, as well as the value of merchan-

dize auctioned through the cosmoONE Electronic Auctions service,

also displayed significant growth in 2002. Specifically, 96 electronic

auctions were performed. The auctions’ growth rate by comparison to

that of 2001 is 166%, which demonstrates the growing interest of

the business world for the advantages deriving from this particular

form of business negotiation. Hence, from the initiation of the service

in April 2001 until the end of December 2002, 132 electronic auc-

tions in total, took place. 

The number of participants exceeded 700, while the economies of

scale for the organizers reached an average of 24%. Indicatively,

some of the products auctioned off electronically were: paper & paper

products, IT equipment, mechanical equipment, transportations, con-

sulting services, etc.

Additionally, it is noted that during 2002, cosmoONE concluded with

absolute success the integration of its electronic supply platform with

the ERP systems of its customers.

New names were added in the list of companies that used cosmoONE

services, such as the Agricultural Bank, the Hellenic Post Offices,

InfOTE, and OTEnet. 

Companies utilizing cosmoONE services ensure a drastic reduction of

supply-related operating costs, simplification and automation of

processes, more effective stock management, higher transaction

speed, and improved ability to negotiate prices through broader and

more dynamic business collaborations. It is noted that both the elec-

tronic MarketSite and the cosmoONE Electronic Auctions are based

on the technology of the world leading b2b software company, Com-

merce One, which has proven the most operational, user-friendly,

and effective.

Specifically, cosmoONE gives to each company-Buyer, private or

public, the ability to connect with all the company-Suppliers that par-

ticipate in the Electronic MarketSite and conduct integrated commer-

cial transactions. By this way, all supply chain procedures are fully

automated through the Internet. In terms of operation, the Electronic

Supply application has the ability to adjust to the each company’s

business and technical environment and depict the order process.

Companies reduce the total cost of supplies, minimize the supply

department’s workload, control and/or affect the purchasing behavior

of their staff, and evaluate the performance of their purchase prac-

tices. The solution also creates forms for Application, Approval, Ship-

ment, Order List checking, and Delivery through a dynamic workflow

process. 

Furthermore, cosmoONE affords the possibility to design and organ-

ize Electronic Auctions between companies of the private or the pub-

lic sector to conduct integrated tenders. This application is a valuable

service both for the company organizing the tender (Organizer) as

well as for those who participate therein (Participants). The Organiz-

er reduces the purchase cost (or achieves better sale prices) and

C
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negotiation period, while the Participants have a new channel for

commercial transactions that is characterized by a dynamic determi-

nation of the price and immediate information on the outcome. This

service is easy and quick to provide, since no investment is required

by the Organizer or the Participants other than their connection to the

Internet.

cosmoONE’s business plan for 2003 involves the development of ver-

tical electronic markets and an expansion of the range of services

based on this technology. Among cosmoONE’s plans are also edu-

cating and familiarizing Greek companies, as well as the public sec-

tor, with matters related to electronic commerce.

The company opened the way for new “work tools” and continues to

innovate, providing its customers not only with the most profitable

technologies and solutions, but also with a potential ally to their prof-

itability. Through its rapid development, cosmoONE provides all

Greek companies - irrespective of size and type of activity - with the

ability to transact with ease, security, reliability, transparency and

speed, thereby expanding their business activities in the most direct

way, and deriving measurable benefits at the same time.

ince September 2001, OTE participates with 50% in

MULTICOM SA.

MULTICOM SA activates in the provision of integrated

solutions for IT, Telecommunications, Internet, and

Marketing Activities.

The company offers a broad range of Integrated Solutions in the sec-

tors of Internet (Design and development of Websites and Electronic

Commerce Applications (portal wiz.gr), hosting of websites on its pri-

vately owned Computer Systems, Content Development and Manage-

ment Services, Consulting Services, Seminars and Training, Intranet

Development, Telecommunications, Fleet Management, Leased

Lines, Telecommunications Equipment, Study, Installation / Mainte-

nance, Smart Buildings Solutions, Telephone Exchanges) and IT

(Design, Installation and Maintenance of Equipment and Software, IT

Equipment, Consulting Services).
S
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uring 2002, 7 telecommunications construction proj-

ects, of total value 26 mil. EUR approximately, were

completed and delivered in various countries.

These projects are the following:

Albania 

Construction of numerous microwave links PDH & SDH, for the

AMC mobile telephony network, of approximately EUR 10.4 mil.

total value (the project continues with the construction of other

links).

Armenia

Installation of prepaid system in the ARMENTEL mobile telephony

network - approximately EUR 1.6 mil. value.

Iraq

Supply of UHF/PABX material with permission from the United

Nations for the country’s oil company - EUR 0.4 mil. total value.

Qatar

Construction of optic fibre telecommunications network, multiplex

systems, microwave connections, etc for the country’s oil compa-

ny, EUR 3.1 mil. approximately.

Romania

Construction of subscriber networks for ROMTELECOM:

ñ In the area Dolj-Craiova - EUR 7 mil. total value approximately. 

ñ In Satumare - approximate total value EUR 0.7 mil.

ñ For card-operated phones - EUR 2.5 mil. approximately.

In 2003, construction in the following telecommunications projects

continues:

Albania 

Construction of microwave links PDH & SDH for the AMC mobile

telephony network.

Armenia

Expansion of the ARMENTEL mobile telephony network - initial

budget EUR 15 mil. approximately.

Bulgaria 

Construction of microwave links PDH for the GLOBUL mobile

telephony network.

FYROM

Construction of significant parts of the MTS mobile telephony net-

work.

Romania

Construction of subscriber networks for ROMTELECOM:

ñ In Arges 2 - budgeted at EUR 2 mil. approximately. 

ñ In Satumare 2 - budgeted at EUR 9 mil. approximately.

ñ In Arad 2 - budgeted at EUR 5.4 mil. approximately.

During 2002, certain companies-operators in which HELLASCOM

participates as a shareholder, continued their operation. These com-

panies are the following:

Bulgaria

SCORTEL-FMS Ltd, which provides fleet management services

(HELLASCOM stake 40%).

Georgia

CGC, which operates a fixed digital network of 20,000 lines

(HELLASCOM stake 25%).

Jordan

TRANS JORDAN, which operates a system of approximately 5,000

card-operated phones (HELLASCOM stake 10%).

Montenegro

MONTEKARD, which operates a system of approximately 5,000

card-operated phones (HELLASCOM stake 40%).

Yemen

Yemen Payphone Company, which operates a system of approxi-

mately 1,500 card-operated phones (HELLASCOM stake 15%).

In the same year, the sale of HELLASCOM’s stake in the mobile

telecommunications company SABAFON (Yemen) was concluded

with great success.

Furthermore, an agreement was arrived at for the sale of the stake

held by HELLASCOM in the card-operated phone company TELEKARD

(Bosnia- Herzegovina), since it is becoming clear that card-operated

phone companies no longer present promising prospects.

In the last quarter of 2002, the commercial presentation of the Com-

pany’s new product for the Greek market HELLASDOM was made.

HELLASDOM includes high speed and capacity infrastructure, with

suitable passive and active equipment, which make a building “smart”

and able to receive a host of applications related to services that can

change our way of life, work, education, health-care and entertain-

ment. Through HELLASDOM, HELLASCOM invests in a number of

new applications of tele-services that will address the end user

through a central management point.

The development of these applications, in conjunction with new

strategic collaborations with IT companies, affords HELLASCOM the

capability to participate in tenders for projects of the Third Communi-

ty Support Framework as well as to offer integrated solutions to the

public sector.

In brief, the targets set for 2003 involve the following:

To complete the projects undertaken (Albania, Armenia, Bulgaria,

FYROM, Romania).

To undertake new projects or expand old ones abroad (Armenia,

Bulgaria, FYROM, Romania, EU-Funded projects, presence in the

Persian Gulf).

To undertake projects or parts of projects of the Third Community

Support Framework (III CSF) in Greece.

To construct numerous smart home installations.

To initiate the operation of tele-education, tele-working, and tele-

medicine.
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TE ESTATE SA (brand name OTEestate) is a 100% sub-

sidiary of the OTE Group. It was founded in October

2000 aiming to have the entirety of OTE’s real estate

property transferred to it for its development. Its regis-

tered offices are at Maroussi (OTE Administrative Build-

ing). Its share capital comes to EUR 452,457,954.

The spin-off of OTE’s real estate sector and its transfer to OTEestate

were approved in the beginning of 2002, through decisions of OTE’s

and OTEestate’s General Shareholder’s Meetings. The spin-off process

has already been completed on the strength of the 4/9/2003 spin-off

agreement.

The basic goals of this strategic move by OTE are:

To achieve surplus value through the utilization, development and

commercial utilization of its real estate.

To increase revenues and profitability for the Group and create value for

the shareholders.

To implement a new housing policy by achieving economies of scale,

and rationalization of housing needs, and related operating cost.

To remove from OTE activities outside its core business. 

To maintain for the OTE Group control of strategically important real

estate.

OTEestate’s vision is to grow into one of the 3 largest Real Estate com-

panies in Greece by 2004.

The company aim involves a wide range of activities including con-

struction, development, utilization, management, and operation of any

real estate related technical or commercial activity, for real estate of

all types and uses, privately owned or not, in Greece and abroad.

In the context of the Company’s aim the following are entailed:

An effective management of the real estate used for the needs of the

OTE Group Companies and control of the relevant cost of housing

their Departments (saving of space of up to 15% and reduction of

operating housing costs by the same percentage, within a 5-year peri-

od at most).

Creation of revenues for OTEestate from the utilization of its real estate. 

Generating value from the real estate not used by the OTE Group com-

panies through sale, exchange, development, or leasing to third parties.

Utilization of funds deriving from liquidation of OTEestate real estate to

develop other real estate, for purchase new real estate, or construct

technical projects in other owned real estate.

In order to achieve its aim, OTEestate may establish or participate in sub-

sidiaries, joint ventures, and unions to provide services that are connect-

ed with its core business to investment companies and real estate mutu-

al funds, and collaborate with consulting companies, banks, financial

organizations, construction, and planning companies.

Up today, OTEestate engaged in the management of OTE real estate,

based on a Management Contract signed with the Organization for the

transitional period until the transfer of real estate has been concluded.

In this context, in 2002, it has dealt with legal maters that were raised

in relation to OTE real estate, has taken action to secure of a great

number of real estate (titles, land registry, burdens, etc), and pro-

ceeded to the utilization of real estate mainly through leasing of whole

buildings or parts of buildings. It has also handled Third party appli-

cations - Telecommunications Providers - for Co-location services.

Great emphasis was also given in its activities on the organization of

a Real Estate Register and in the process of transfer (spin-off and con-

tribution). 

After the acquisition of the ownership of the real estate, the emphasis

will be shifted to the utilization of the real estate not used for OTE’s

needs. The real estate that OTE needs to house its operations will be

leased from OTEestate through a Lease Agreement.

There is also a tender in process, organized by OTEestate, to hire a

Real Estate Development Consultant, in which 5 corporate entities will

participate. The selection process for the Consultant will be complet-

ed in the first half of 2003. The Consultant will support the company

in the drafting of a Strategic Plan and Development Plans per real

estate or category of real estate and in the implementation of the

plans.

The company also is proceeding to the appraisal of its real estate, in

the first half of 2003. This project will be undertaken by recognized

Appraisal Companies.

OTEestate has also signed a contract with the Economic University of

Athens, for the scientific support of its business activities and the

training of its personnel in modern Real Estate.

√∆∂estate turnover for 2002 came to EUR 50 mil. approximately. The

main source of revenues was the leases from OTE and Third Parties.

The size of revenues in conjunction with the level of own Company

capital, imply a leading role and a dynamic course in the Real Estate

market and justify optimism for the outcome of the venture.

The establishment and operation of OTEestate is a very significant step

for the OTE Group in an important area for the Greek economy and

demonstrates that OTE is not only sensitive to the pulse of the Greek

economy, but also one of its inexhaustible dynamic business agents.

The real estate includes important land all over the Greek territory and

large buildings in the centers of major cities. It consists of:

2,279 pieces of land 9,250,000 m2 approximately

ñ Out of these, 252 building plots (1,100,000 m2 approximately)

contain no structures.

ñ approximately 10% of this land is inside major cities.

2,225 buildings of approximately 1,150,000 m2 total area.

ñ 5.5% of the buildings are in central parts of major cities (43%

approximately of the total area of buildings).

ñ 73% of the buildings were constructed after 1985.

ñ 28 pieces of real estate have an objective value of over EUR 3

mil. each. 

The book value of the real estate is EUR 482 mil. approximately; as

for the market value, as an initial estimate, it comes to three times the

book value.
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emagon (previously OTE Consulting), which was estab-

lished in 1987 with OTE as its main shareholder, is a

consulting company for the provision of Technological

and Business Consulting Services.

The company holds today a leading position in the

provision of consulting services domestically, since it ranks among

the largest consulting services in Greece. In the past few years, the

company also expanded its activities to Balkan markets, having

established subsidiaries in Romania and Bulgaria.

The company now employs 120 consultants in Greece and abroad

with a high level of scientific training and experience.

Following the constantly changing conditions and market trends,

Temagon has developed and provides a number of specialized Inte-

grated Technological and Business Solutions with reliability and con-

sistency, in order to significantly contribute to the long-term success

of its customers: 

Networks design, technical studies for networks and transition to

new technologies strategies. 

Design of technical studies and legislative framework studies.

Management of technological and other projects.

Integrated IT and Communications Solutions (ICT). 

Integrated Business Solutions.

Company strategy, analysis, and evaluation of investments.

Commercial strategy and development of sales networks, market

research and analysis.

Organizational and operational analysis.

Human Resources Development.  

Provision of support for company expansion to emerging

economies (MASTER KEY integrated solution).

At the same time, the Company participates in EU funded programs,

undertaking projects that relate to Research and Development, as

well as to Technical Assistance and Studies. For the realization and

management of these projects, Temagon collaborates closely in the

context of joint ventures with important European partners such as

ALCATEL, LUCENT, THALES, NEC, IBM, Alcatel Space, Merloni.

Furthermore, the company implements projects together with impor-

tant telecommunications services providers, such as T-Systems

(Deutsche Telecom Group) and TID (Telefonica Group) as well as

with major European Consulting Companies such as  Sofrecom,

IDATE, KPMG, Eurostrategies, ASTEC, etc.

2002 was a year of important changes and events for Temagon,

since it redesigned its organizational structure, applying a customer-

oriented approach. In addition, the company proceeded with a

change of its name and brand name, which was announced official-

ly in June. An important company investment was the attraction of

experienced consultants and executives in Greece, as well as in its

subsidiaries in Romania and Bulgaria, in order to ensure its dynamic

entry in new sectors besides Telecommunications, such as Informa-
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tion Technologies, Transporations, and Health. In October, Temagon

received its certification by TÜV HELLAS for the operation of its Qual-

ity Control System per ISO 9001:2000.

During 2002, Temagon submitted 151 bids and proposals to public

companies, organizations, and private companies, started the imple-

mentation of 34 new projects, while it completed 44 projects. Includ-

ed among those are large-scale projects in the areas of telecommu-

nications, IT, Transportations, and Health. In addition, the Company

realized projects of the PHARE program, while it participated in 12

Research and Development projects funded by the European Union.

These include: MOBIVAS, WINMAN, NOMAD, REPOSIT, A/V PACK,

HOMETALK, VISIONAIR, SOQUET, NGNI-VoIP. 

At the same time, Temagon actively participated in projects related

to the 2004 Olympic Games by providing OTE with technical support

- a project completed in 2002 - as well as consulting support - in

matters of human resources & training of employees, and organiza-

tion & operations - a project expected to be completed in 2003.

Aiming to maintain its position among the leading consulting firms in

Greece and in the countries where it is active, Temagon has set the

following basic goals for 2003:

To dynamically expand geographically with the brand name

Temagon.

To constantly expand its portfolio of services through the use of

Telecommunications and IT Technologies, with simultaneous

development of know-how and new models-methodologies. 

Provision of high quality Technological and Business Consulting

Services in Greece and abroad with emphasis on Turn Key Solu-

tions in the area of Telecommunications and IT.

To systematically attempt (identify and undertake) new projects in

the public sector in the context of Third Community Support

Framework (III CSF), especially in Operational Programs, Compet-

itiveness, Regional Development, and Information Society,

strengthening of company presence in the area of Transportations

and of Health and entry into new sectors such as Energy and

Tourism.

To develop and promote specialized solutions for Management

Consulting and Integrated Electronic Services especially for small

and medium size companies with export activities.

To actively participate in the Subprogram IST of the 6th Five-Year

Program of Funding Framework for Research and Development by

the EU. 

To continue its successful effort in the area of Technical Assistance

in the PHARE and MEDA Programs, by securing new projects. 

To further invest in know-how and Human Resources Development

in the Company, while at the same time organizing in the model of

major international consulting companies.
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he merger of √∆∂SAT and ªaritel was concluded on

11/6/2002 through absorption of the latter by the for-

mer.

After the merger, √∆∂SAT was renamed OTESAT-Maritel

and had a share capital of EUR 12,478,500, which is

divided into 3,525,000 registered shares of nominal value EUR 3.54

each.

OTESAT-Maritel provides a broad range of telecommunications servic-

es and products to cover the shipping industry, such as:

Satelitte Telecommunications Services Inmarsat in systems

Inmarsat A, B, C, M, mini-M, Fleet, R-BGAN with worldwide cov-

erage through the Thermopyles station and partners.

Terminal Telecommunications Equipment.

Bill clearance for ship radio-communications in 46% of Greek inter-

est vessels.

Development and provision of specialized value added services.

Provision of all OTE Group products and services.

The commercial policy of the Company for 2002 aimed to increase

satellite time in all digital systems, especially mini-M, to secure the

discount scale of Inmarsat and to maintain the reduction of traffic

through Inmarsat A (analog) in the required by Inmarsat levels (25%

annually).

The pricing policy aimed at maintaining the existing customer base,

dynamically expanding in selected Greek market companies, and

ensuring a satisfactory profit margin.

The marketing strategy focused on the dynamic presence of the Com-

pany and its services in the sector exhibition “Posidonia 2002,” with

an emphasis on the new product Fleet77.

The total satellite traffic time from all the Inmarsat systems increased

by 11% in 2002 compared to 2001.

Customers are served by the fully trained and specialized staff of the

Company which, besides providing answers in technical, financial,

procedural, etc problems, activates Inmarsat terminals (Point of Ser-

vice Activation) and suspends the provision of services (Nominated

Barring Authority).

Due to the need for worldwide coverage OTESAT-Maritel proceeded to

signing of strategic agreements with TELENOR and FRANCE

TELECOM, for Inmarsat systems A, B, C, mini-M Î·È Inmarsat Fleet.

As of 10/1/2002 the Company has been providing worldwide cover-

age for all Inmarsat systems for the first time.

OTESAT-Maritel participated successfully in the “Posidonia” exhibition

and in the “International Thessaloniki Expo,” promoting mainly its

products and services.

A market research was conducted successfully for the Inmarsat Fleet

system in conjunction with the PROMISSE program.

In collaboration with Inmarsat, OTESAT-Maritel participated in the co-

funding program “Connect” for specific communications actions and

absorbed a significant part of its funding.

During 2002, the company presented the following new services:

CrewConnect – Card-operated telephony for ship crews by scratch

card.

Inmarsat Fleet 77 – New digital system for satellite telecommuni-

cations with the ability to connect at very high speeds (ISDN) and

the option of volume charging (MPDS).

Furthermore, SMS to Inmarsat C and web applications Services

reached the stage of specifications and technical realization.

In August 2002, the Inmarsat Fleet service initiated operations from

the Thermopyles Satellite Station.

Greek shipping, which is part of the market targeted by OTESAT-Mari-

tel, is one of the most important sectors of our national economy.

The merger between OTESAT and Maritel aims at the creation of a

strong telecommunications company which will establish itself in the

satellite communications market and succesfully face the competition.

The benefits of the merger, among others are:

the elimination of overlap between the two companies which acti-

vate in the same area.

the strengthening of the OTE group of Company’s presence in the

shipping market.

the achievement of lower operating costs.

the improvement of financial results.

With this decision, the Company responds to the constant demand of

the shipping community for one specialized carrier for the provision of

the entire range of services related to the shipping industry.

The Company, consistent with its targets, will successfully face com-

petition, aiming at customer satisfaction, the provision of competitive

packages, and the provision of integrated solutions for the coverage of

all telecommunications needs.
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uring 2001, in the context of developing the real estate

assets of the Organization, the preliminary procedures

for the development of the real estate in the former

Wireless Station in Pallini were concluded.

On November 15, 2001, the final agreement was

signed with the Olympic Games Organizational Committee “Athens

2004 SA,” and a subsidiary was established by OTE, named

LOFOS PALLINI 

UTILIZATION OF THE OTE REAL ESTATE IN PALLINI

MEDIA PROFESSIONALS VILLAGE

REAL ESTATE DEVELOPMENTS SOCIÉTÉ ANONYME

In 2002, the company was renamed Lofos Pallini and OTE partici-

pates in it with a 33% stake, while the Helliniki Technodomiki Group

with 67% and manages the project for the development of the real

estate formerly owned by OTE in Pallini, Attica.

Based on what is provisioned by the collaboration agreement which

was signed on 2/28/2002 between the shareholders of Lofos Pallini

SA, in the above real estate there will be a housing complex of approx-

imately 30,000 m2 in which 1,600 Mass Media Professionals will be

housed during the 2004 Olympic Games; subsequently, the housing

complex will be re-arranged appropriately and sold in the open market.

Construction of the Press Village started in May 2002 and the complex

will be delivered for use to the Olympic Games Organizational Com-

mittee in June 2004, as is provisioned by the agreement signed on

11/15/2001 by OTE and Athens 2004 SA.

The total cost of the project will reach EUR 55.75 mil., while the pro-

jected revenues for OTE are estimated at EUR 18.5 mil. approximately.

TE has contributed USD 42.5 mil. in total to the share

capital of Hellas Sat Consortium Ltd. (“Hellas Sat”),

hence it owns the majority stake of the share capital of

the Company. It is estimated that OTE’s participation

stake will be reduced, as other interested parties will

enter in the joint venture.

In July 2002, Hellas Sat signed a deal with the French Astrium for

the construction of a satellite and in November 2002 it signed a deal

with Lockheed Martin Commercial Launch Services Inc. for the

launching of the satellite.

The satellite was sent into orbit and began operating in May 2003.

It has two fixed antennas through which it offers pan-European cov-

erage and two mobile antennas through which it provides coverage

outside Europe.

The total cost of the Hellas Sat program is estimated to reach approx-

imately USD 170 mil.

On January 22, 2003, the Board of Directors approved the immedi-

ate short-term funding of the Hellas Sat program for the period until

the launch of the satellite, through a short-term loan of EUR 104 mil.

√
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n the last few years, our strategy for regional develop-

ment aimed to make OTE the main telecommunications

carrier in Southeastern Europe, increase its customer

base, and make it an active agent in the European

Telecommunications Sector. In order to achieve this

strategic goal, OTE proceeded to investments, buying stakes in pub-

lic telecommunications companies, acquiring licenses for the provi-

sion of mobile telephony services, and investing in infrastructure in

international telecommunications projects that OTE believes will

make Greece a hub for the flow of traffic between the rest of the

world and its region. OTE’s strategy in the coming years will focus on

strengthening its presence in the countries where it has investments,

rationalizing its portfolio of international investments, and speeding

up the restructuring of Romtelecom.

OTE International Investments was founded in November 2000 to

handle and monitor OTE’s investments abroad. 

The aim of the company is:

To draft and submit to OTE strategic and business plans for the

restructuring and development of existing international investments,

or to perform new investments, aiming to improve their performance,

as well as to monitor their realization.  

The constant analysis of the international economic environment and

of telecommunications markets, the analysis, detection and evaluat-

tion of various investment stakes in telecommunications companies

outside of Greece or the acquisition of licences for the exercise of

telecommunications activities in third countries, the negotiation of

terms and requirements and the submission to OTE of participation

proposals to the relevant procedures, as well as the proposal of

establishing companies in Greece and abroad, by OTE alone or in

joint ventures. 

The representation and promotion of OTE products and services.

In December 1998, OTE acquired through its subsidiary OTEROM

(which in 2001 changed its name to OTE INTERNATIONAL

INVESTMENTS), a 35% stake and the management of

ROMTELECOM, the Romanian telecommunications provider. 

During 2002, negotiations were successfully conducted with the

Romanian government for financing ROMTELECOM through an

increase of its share capital. The relevant agreement was successfully

concluded in the beginnings of 2003 and the process was completed

in the beginning of March of the same year. Based on this agreement,

the participation of OTE International in Romtelecom came to

54.01%, while at the same time a series of procedures and decisions

concerning its operations were decided.

Specifically, the financial part of the deal had as follows:

Romtelecom proceeded with a share capital increase of approxi-

mately USD 242.6 mil., which was fully covered by OTE Interna-

tional, while the other shareholder (Romanian Telecommunications

Ministry) simultaneous waived its right to participate in the

increase. The coverage of the increase was made (a) from capital-

ization on behalf of OTE International of a loan of EUR 55 mil. (b)

with capitalization on behalf of OTE International of a liability of

Romtelecom to it of USD 42.6 mil. approximately and (c) for the

remainder, with cash payment by OTE International. The issue price

of the new shares was USD 31.17 per share. 

OTE International also proceeded to a direct purchase of Romtele-

com shares (3% of the total approximately) from the Romanian

Telecommunications Ministry at the same price (USD 31.17 per

share) paying approximately USD 31 mil. in cash.

On 12/31/2002, ROMTELECOM had 4.876 installed phone lines and

73,000 B-channels ISDN, while the number of its customers reached

4,197,000 and the number of card-operated phones reached 54,447. 

The number of employees was reduced by 9,340 approximately dur-

ing the year, reaching 30,563 at the end of 2002.

During 2002, there were approximately 230,250 digital connections

installed, while digitalization reached 70.86%.

ROM Telecom’s targets for 2003, in the context of its revised business

plan, are to increase the number of its customers, to have an effective

commercial policy against competition, to reduce the growth rate of

operating expenses, as well as to reduce employees by approximately

9,000 in the two year period 2003-2004. 

Already, after the acquisition of full control by OTE, significant

changes were made in the Company’s Articles of Association and its

management bodies - the shedding of the national character of the

company and its transformation into purely a private company. Fur-

thermore, negotiations were made with the new regulatory authority

for the new legislative framework. Moreover, restructuring was initiat-

ed through the appointment of a new Chief Executive Office, an expe-

rienced management team, and the strengthening of the decision

making center.

The liberalization of the telecommunications services in Romania took

place on 1st January 2003 and ROMTELECOM is ready to face com-

petition through the utilization of the existing infrastructure and the

increase of the number of its subscribers. ROMTELECOM is not

expected to face great competition due to the fact the current envi-

ronment does not facilitate significant investments.

The operation of COSMOROM, the Mobile Telephony Company - sub-

sidiary of ROM TELECOM initiated in May 2000 in Romania, utiliz-

ing the DCS 1800 system. At the end of December 2002, the num-
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ber of its subscribers exceeded 307,000, out of which 100,000

approximately were active, while its market share reached 2.1% %.

The company’s network coverage in terms of population was 57.3%

while in terms of geography it was 30.32%. The company has liq-

uidity problems and OTE is examining the possibility of its sale or

merger with another mobile telephony company.

In March 1998 OTE acquired 90% of the share capital of Armentel,

the Armenian state telecommunications organization. Armentel holds

exclusive rights to provide fixed and mobile telephony. It also has the

right to provide Internet and data services and any other service. In

March 2002, the company commenced offering card-operated

telephony with great demand.

On 12/31/2002, the Company had 542,851 connections in opera-

tion (an increase of 2.14% compared to 2001) and had achieved

26.5% digitalization, while the number of mobile subscribers had

reached approximately 69,400 (contract and card-operated) that is

an increase of 172.16%  in comparison with the previous year. On

the same date, the number of card operated phones reached 807 (an

increase of 28% with respect to 2001), while the company person-

nel numbered 5,910 (a reduction of 17.45%). 

The Company’s target for 2003 is for digitalization to reach 46.4% all

over Armenia, and specifically in Yerevan to exceed 76%. In mobile

telephony, a significant increase in subscribers, number which, is

expected to reach 150,000 in total by the end of the year. Important

issues, such as time-charges and generally fixed telephony tariff rebal-

ancing in conjunction with an emphasis on the growth of mobile teleph-

ony, are expected to lead to improving the prospects of the Company.

OTE’s disengagement from the investment cannot be discounted if

there is a proposal satisfying its projections.

In June 1997, OTE acquired a 20% stake in Telecom Serbia, the Ser-

bian national telecommunications monopoly. At the same time, Tele-

com Italia acquired 29% of the company. The remaining 51% was

left with the initial shareholder, that is PTT Serbia. 

Within 2002, Telecom Serbia managed a significant increase in

mobile phone customers - rising by 540,000 - and acquired 54% of

the market compared to 46% in 2001. 

On 12/31/2002, Telecom Serbia had 3,660,000 subscribers, out of

which 2,317,000 to the fixed network. 

The Company’s personnel, on 12/31/2002, numbered 12,660

employees. Furthermore, within the year 150 radio stations were

installed in mobile telephony and the total number of fixed telephony

card-operated phones rose by 48% in 2002.

Telecom Serbia’s targets for 2002 are as follows: 

To increase the mobile phone customer base by 400,000. 

To install 375,000 digital connections so that digitalization reach-

es 66%.

To install 5,000 card-operated phones. 

To launch Internet service provision.

In December 2002, Telecom Italia communicated to OTE a copy of a

proposal by PTT Serbia for the acquisition of the share it holds in

Telecom Serbia (29%), in order to give OTE the opportunity to exer-

cise, if it so chose, the right of first refusal which it holds based on

contractual agreement.

At the same time the PTT offer was accompanied by a letter from the

Serbia Minister of Transportation and Telecommunications, which

vetoed the acquisition of this stake by OTE. Given these develop-

ments, OTE appointed legal counsels to take all necessary actions to

protect the interests of the Organization and its shareholders. It is

OTE’s declared intention to restructure its participation in the Serbian

telecommunications market and to attempt to get a majority stake in

a mobile telephony company in the country.

UKRAINE

In Ukraine, OTE is active in the field of wireless communications

through its participation in Ukraine Wave, a joint venture responsible

for installing and operating a fixed wireless communication network

in the area of L’viv in Western Ukraine. At the end of 2002, the num-

ber of its subscribers reached 5,300 (an increase of 82.19% com-

pared to 2001). The Company focuses on increasing the number of

its subscribers to 8,160 approximately at the end of 2003. 

However, the Company is facing serious problems related to liquidi-

ty. Refinancing is not deemed advisable due to these problems. As a

result of these developments, OTE is considering disengaging from

this investment in the context of its new strategy on international

investments.

JORDAN

In Jordan, OTE and its subsidiary Hellascom Intl. participate with

50% in the joint venture Trans-Jordan for Communications Services,

which has been granted a license to install and operate card-operat-

ed phones for a fifteen-year period. At end December 2002, 5,100

card phones had been installed. OTE is considering disengaging from

this investment in the context of its new strategy on international

investments.

YEMEN

OTE participates in a joint venture known as YEMEN PAYPHONE

COMPANY. The Company initiated its commercial operation in

September 1999. By the end of 2002, it had installed 1,190 card

phones. OTE is considering disengaging from this investment in the

context of its new strategy on international investments.
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however, at this moment, our family has several million members



when we get carried away by a huge challenge...
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he Joint Venture OTE - Cosmote - OTEnet is the Grand

National Sponsor for the Olympic Games’ Telecommuni-

cations and has undertaken the obligation to implement

and provide 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 Cable Television Circuit (CATV).

Broadcasting Networking in collaboration with the Athens Olympic

Broadcasting.

Olympic Games Information Technology Network.

Other data Circuits.

State of the art  services (∞∆ª, ∞DSL,V-Sat, etc) and Intelligent

Networks services.

The sponsorship also includes the construction of infrastructure, as

follows:

A Call Management Exchange Center, which will be used by

ATHENS 2004, and

A Telecommunications Control Center for the Olympic Games and

the respective Fault Announcement and Repair Center. 

In order to better service the Olympic Games, the Group, will proceed

to investments of EUR 180 mil. approximately, aiming to reuse these

investments.

Additionally, OTE intends to proceed to projects beyond those relating

to its sponsorship, such as the giant screen TV network, the TV Secu-

rity Network, and the intranet of the Olympic Games, provided that

these works are assigned to OTE.

Through these investments, the Group will achieve extensive publicity

and exposure in Greece and abroad, aiming at taking a significant

share in the competitive market and contributing thereby to its tech-

nological advancement.  

The sponsorship amounts to EUR 29.3 mil., in cash, and the Value in

Kind comes also to EUR 29.3 mil. 

The projects have already began with the construction of the telecom-

munication infrastructure at: the seat of ATHENS 2004 SA, the Olympic

Village, the installation of Networks outside of Olympic Venues, the

works inside eight Olympic Venues. The remaining projects will be exe-

cuted according to the schedule of delivery of Olympic Works.

The equipment will be installed in approximately 60 Olympic Games

Venues and in 40 OTE buildings. 

The OTE Group of Companies anticipates only great benefits from this

sponsorship, benefits that will far exceed the value of the sponsorship

itself. 

In particular: 

Alone, 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 it for a length of time after the Games is expect-

ed to contribute to the increase of its customer base and the Orga-

nization’s revenues by an amount higher than the value of the spon-

sorship. 

Facilitation, supplies, promotion and other benefits that OTE will

enjoy as Grand Sponsor of the Olympic Games will secure great

publicity that would require a far greater advertising expenditure

through other conventional means than the value of the sponsor-

ship.

The direct contact with the users of its services and flawless tech-

nical support that these users will enjoy will add to the Organiza-

tion’s prestige as a reliable Telecommunication Provider both

domestically and abroad. Indispensable for this is an excellent

telecommunications service during the Games.

In order to support the Games, OTE will build state-of-the-art infra-

structure and facilities, which will remain after the Games and will

contribute to the expansion of its network’s upgrade and to its con-

solidation as one of the most technologically advanced Telecom-

munication Organizations.

T
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By the side of the Greek Athletes, we support the national effort

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

milestone for Greece and creates a unique opportunity for OTE to link

its name with the rich history, authentic values, and original place

where the Olympic Games were born and revived. 

Having proved in practice its interest in promoting the cultural her-

itage and the characteristics of our land, OTE escalates its sponsor-

ship activities by becoming a Grand Sponsor of Olympic Games

2004. Forming a joint venture with its Subsidiaries COSMOTE and

OTEnet, OTE was appointed as the exclusive provider of all Telecom-

munication Services and a grand Sponsor of the 2004 Olympic

Games, the most significant athletic and cultural event of the coming

years. 

For OTE, the 2004 Olympic Games, which are treated by everyone

as a national wager, also constitute a great business challenge, both

due to the special role that it will play for the development of the

appropriate telecommunications infrastructure, before and during the

Games, as well as due to the unique opportunity to approach and

serve a world-wide public. In this challenge partners and participants

are all of its employees. 

Concurrently with the announcement of the sponsorship, the joint

venture OTE - COSMOTE - OTEnet “adopted” the athletes it will spon-

sor until the Olympic Games 2004. These are the Olympic medalists

Pyrros Dimas, Konstantinos Kenteris, Katerina Thanou and Anastas-

sia Kelesidou, as well as the promising athletes Mihalis Stama-

toyiannakis(shot-put, discus), Stavros Kouroupakis (vaulting), Lef-

teris Karasmanakis (javelin), Louis Tsantouma (long-jump), Maria

Chotokouridou (high-jump), Angeliki Skarlatou(Mistral wind-surfing),

as well as the Greek Volley-Ball Team. 

In the context of its communication program, OTE has designed a

specific action plan (advertisements, marketing, promotion) directed

both towards all OTE employees and towards the entire Greek popu-

lation. With this in mind and aiming at promoting the Olympic ideals,

it has designed and implemented the “Athlopolis” program, which

allows visitors to experience the atmosphere of the Olympic Games in

a unique way, making use of state of the art  technology. Especially

important was the presence of the Olympic medalists and Champions

that OTE and COSMOTE sponsor in Athlopolis and their appeal to all

Greeks to become participants in the effort to organize the most suc-

cessful Olympic Games.

Athlopolis will continue its journey to all major Greek cities till June

2004 promoting the Olympic Values of participation, athletic spirit,

and universal celebration.



our contribution cannot but be commensurate!



one needs incentives in order to create...
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TE is in the process of restructuring personnel, which is

aided by the fact that since January 2002, the compa-

ny is not obligated any more to hire its employees under

State’s Overseeing. Thereby, OTE hires its personnel

based on its business needs and the policy decisions of

the management. Aiming at supporting talented employees, especial-

ly after the full deregulation of telecommunications in Greece in

2001, it implements the following policy regarding personnel: 

It continues the early retirement plan through incentives aiming at

reducing the overall number of employees. 

It recruits personnel with the required specialization or know-how.

Recruitment focuses on covering the current and future needs in

telecommunication engineers, economists, financial specialists

and accountants, salespersons and staff specializing in Marketing

and Information Technology. 

It trains the employees in customer-oriented behavior. For exam-

ple, it has established various training programs for technicians,

dealing with customer service issues. 

In 2002, about 8,400 employees attended approximately 700

seminars on selected subjects in order to improve the quality and

efficiency of their performance. 

It targets constant revision of the remuneration system, and estab-

lishes incentives so that its goals are achieved and exceeded. 

In 2002, 856 persons retired, out of which 699 through incentives

for early retirement.

The current early retirement program expires on December 31st

2003. 

The early retirement plan along with the policy of hiring mainly spe-

cialized personnel, combined with retraining employees whose skills

have become outdated and outsourcing, resulted in reducing the

number of employees to 17,710 on 12/31/2002 compared to

18,545 on 12/31/2001 (4.5% decrease).  

OTE feels that the potential of the newly hired employees is as impor-

tant to its future effectiveness, as the reduction of the total number

of employees. 

It assesses and readjusts the benefits structure, so as to attract and

maintain the specialized ambitious staff required by the telecommu-

nications market. 

During 2001, OTE, pursuant to L. 1568/85 and PD 95/99, set up an

Internal Protection and Prevention Department consisting of Compa-

√
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ny Doctors and Safety Technicians, providing the employer with the

necessary support to fulfill its obligations towards employees, pur-

suant to the applicable provisions of Greek Legislation concerning

employees’ health and safety. 

Through the Company’s Management initiative, as well as the Per-

sonnel Federation, a new page is turned in the interaction of the

Company with its employees. The measures for the improvement of

the life conditions of the employees are expanding to incorporate

medical care for employees and their families via a Group Insurance

Policy, at no charge to OTE staff, covering: life and accident insur-

ance, permanent total disability, and hospital or out-patient care. 

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 substantial assistance to

employees and their families. The effort made by the company Man-

agement with the assistance of OME-OTE will continue, aiming at

adapting the benefits package to the demands of modern life.



in OTE we have the opportunity to utilize our abilities



it is wonderful that such strength conceals so much tenderness
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TE SA is today one of the leading Groups of companies in

Greece and among the top ten telecommunications Orga-

nizations in Europe. 

Addressing to a market of approximately 60 million

extending beyond Greek borders to the broader region of

Southeastern Europe, OTE continues to prove that telecommunications

are not exhausted at the technological level. On the contrary, with an

acute sense of social responsibility, it participates in matters of public

concern contributing to the development of the country and the social

welfare. Through consistency, continuity, and social sensitivity, OTE

focuses its interest on sponsorships that promote communication and

are distinguished for their prestige and Greek character. 

At the same time, it tries to establish bonds with neighbouring coun-

tries, since it has a significant presence in the Balkans through its

investments.  

Sponsorship constitutes for OTE a recognition of the fact that business

and social contribution do not constitute two opposing camps but aspects

that mutually complement each other in a united social presence.

The contribution of OTE in the area of athletics does not exhaust itself

with the Olympic Sponsorship. The Organization embraces other pop-

ular sports, such as Football (Panathinaikos), Basketball (Heracles),

Sailing (Aegean Regatta 2002), while it also supports other important

athletic events (“Venizelia” International Track Games). 

Feeling that Culture, Art, and Entertainment are sources of progress

and marks of prosperity, OTE could not be absent from this area too.

Evidence of its continuous and consistent presence in the cultural

activities in our country is OTE’s support for a number of music events

(concerts by Mikis Theodorakis and Yannis Markopoulos), theater

(“Mala, the music of the wind,” Municipal Regional Theaters of

Rumeli and Agrinio, 18th National Amateur Theater Festival), art and

related activities (painting exhibitions, publication of various albums,

documentary “The Myrrh Ceremony,” participation in events of the

Eleftherios Venizelos Foundation for the 90th anniversary of the

Balkan Wars). 

The participation of OTE in the permanent exhibition on the History of

Telecommunications in Greece “Telepolis” is deemed significant;

moreover, the Organization has contributed to it with a large number

of exhibits from its Telecommunications Museum.

We should also note the special role in the promotion of the cultural

activities of OTE played by the Cultural Centers of the Organization, as

well as the establishment of an extensive system in every prefecture

which affords employees of the company the opportunity to discover

and promote their talents and abilities. A special place is held by the

mixed Choir of the OTE employees, which has a consistent cultural

presence for 32 years and has won major prizes in International Con-

tests.

Moreover, the Company participates effectively in prestigious Confer-

ences and Exhibitions, which pertain to the new economy and state of

the art  Technologies.

During 2002, OTE participated as sponsor in the Internationally

√
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Acclaimed ECONOMIST Conference, in the major telecommunications

conference “Telecoms Summit 2002 - The sector of Telecommunica-

tions in Southeastern Europe, Possibilities for Collaborations and

Investments”, which was held under the aegis of the Financial Times,

as well as in numerous special Conferences and Exhibitions with top-

ics related to the activities of the OTE Group. In addition, it had sig-

nificant presence as sponsor in the International Conference organ-

ized by the Economist,  “THE 2004 OLYMPIC SUMMIT.”

Finally, special mention must be made of OTE’s sponsorship of the

newly created University of Peloponnisos, which involves covering full

expenses for the construction of the University intranet in Tripolis, as

well as the construction of a state of the art  digital communications

laboratory for the Department of Computer Technology & Communica-

tions, in the School of Natural Sciences and Technology.

In the context of the philosophy that “business does not simply activate

in the context of economy, but also within a changing socio-cultural

environment”, OTE provides 1000 tariff units discount on a monthly

basis to persons with heavy disabilities or visual disabilities, handling

with great responsibility the various needs of special categories of sub-

scribers and taking care of “sensitive” social groups. An important

aspect of the social policy followed by OTE is the operation of the Cen-

ter for the Provision of Telephone Services to Deaf People, which cov-

ers the needs of persons with hearing or speaking problems all over

Greece and provides special equipment for “immediate assistance” to

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

Finally, by recognizing that children and youths are the future of

every country, OTE embraces the activities of Welfare Associations

and Organizations, such as “To Chamoyielo toy Paidiou” (Nation-

wide installation of the four-digit number 1056 and coverage of its

fixed service charges). Being the only Greek business to have linked

its name with the “communication” of the Greek people for decades,

OTE’s Management will continue to employ a consistent sponsorship

policy, operating with an increased sense of responsibility and

expanding the social profile of the Organization. 



because life is valuable!



each hope for the future...



feeds mainly on persistence and effort!
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1.1 Introduction

The Annual Report contains elements and data with regard to the current status, the development of activities, the financial results, the strategy, and

the prospects of OTE and the Group’s Subsidiaries. These elements are deemed necessary for sufficient disclosure to the investor community in the

context of the article 16, decision 5/204/11-14-2000 of the Board of Directors of the Hellenic Capital Markets Committee.

The Annual Report is available for all investors after the publication of the annual financial statements and in any case ten (10) working days prior

to the Annual Ordinary Shareholders’ Meeting.

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 CEO.

Iordanis Aivazis, Group Chief Financial Officer.

The above persons duly confirm that:

(a) All elements and information contained within are true and complete.

(b) There are no other elements and no other events have taken place, which if they were not disclosed, would render the contents of the Annual

Report, in part or in whole, misleading.

(c) There are no judicial disputes or arbitration cases, which could have a significant effect on the financial position of the Company.

1.3 Auditors

The consolidated U.S. GAAP financial statements for the year ended December 31, 2000 has been audited by Arthur Andersen and SOL S.A., inde-

pendent public accountants, the consolidated U.S. GAAP financial statements for the year ended December 31, 2001, have been audited by Arthur

Andersen and SOL Ernst & Young, independent public accountants, while the consolidated U.S. GAAP financial statements for the year ended Decem-

ber 31, 2002, were audited by Ernst & Young and SOL S.A., independent public accountants. 

1.4 Tax Reviews

OTE’s financial statements have been reviewed by the competent tax authorities until 2001. During the last review in 2003 for the years 1999, 2000,

and 2001, OTE was instructed to pay EUR 22,330,727 for which appropriate provisions had been made in the previous years. 

1.5 Consolidated Companies

The following companies of the Group are fully consolidated in OTE’s consolidated financial statements for the year 2002.

1. Cosmote SA 11. OTE Plus SA

2. √∆∂-Net SA 12. OTE Business Customers SA

3. HellasCom SA 13. OTE PLC

4. Temagon SA 14. OTE International Investments, Ltd

5. OTE SAT –Maritel SA 15. Armentel

6. OTE-Estate SA 16. CosmoBulgaria Mobile

7. InfOTE SA 17. OTE MTS BV

8. Cosmo One Hellas Market site 18. HellasSat Consortium Ltd 

9. OTE Globe SA 19. Hatwave

10. OTE Insurance SA 20. OTE Austria Holding
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2.1 History and Development of the Company

The Hellenic Telecommunications Organization S.A. was established as Société Anonyme in Athens, in 1949, according to the laws of the Hellenic

Republic and the provisions of L. 1049/1949. Nowadays the Company operates as Société Anonyme under the provisions of L. 2190/1920 con-

cerning société anonymes and L. 3016/2002 concerning corporate governance, and companies listed on stock exchanges.

Prior to the deregulation of the Greek telecom market, the Company was the exclusive provider of fixed line telephony in Greece, offering local, long

distance and international telecommunications services to Greek and foreign companies, consumers and state owned organizations.

As of January 1st, 2001, the period of exclusive provision of fixed line telephony services by OTE expired and the market is currently open to com-

petition. In the context of the competition regulations and the European Union’s objectives, OTE is making efforts to remain the leader in the Greek

telecom market. This can be achieved by utilizing the enhanced capabilities of its network, rebalancing its tariffs, enriching the range of its services

and finally, by activating in high growth business segments.

In December 1995, OTE was granted the right to provide mobile telephony services throughout Greece utilizing DCS 1800 technology. In October

1996, COSMOTE was established, to provide mobile telephony services. In April 1997, the DCS 1800 operating license was transferred to

COSMOTE. In May 1997, following an international tender, a 30% stake in COSMOTE was sold, for an amount of GRD 26 billion, to a subsidiary of

TELENOR AS, the leading telecom operator in Norway. COSMOTE commenced its commercial activities in April 1998. In October 2000, COSMOTE

completed its listing on the Athens Stock Exchange (ASE) while its shares started trading on the London Stock Exchange. The shareholding structure

of the Company as of 3/31/2003 and up to 4/29/2003 was the following: OTE 58.95%, Telenor B-Invest AS 18.00%, WR Com Enterprises Ltd

7.03% with free float and institutional investors accounting for the remaining 16.02%. On 4/30/2003, Telenor B-Invest AS announced the sale of

29,702,255 COSMOTE shares, thus lowering its participation in the company to 9%. The shareholding structure of COSMOTE as of 5/6/2003 was

the following: OTE 58.95%, Telenor B-Invest AS 9.00%, WR Com Enterprises Ltd 7.03% with free float and institutional investors accounting for

the remaining 25.02%. In July 2002, COSMOTE acquired additional spectrum for the provision of 2nd generation services, GSM 900, with an addi-

tional frequency 2x5MHz. In August 2001, COSMOTE also obtained an UMTS operating license (with a spectrum 2x15MHz), which allows the com-

pany to offer 3rd generation telecom services to subscribers.

Through OTEnet, the leading Internet Service Provider (ISP) and 80.2% owned by OTE, the Organization has expanded its services in the areas of

the Internet and the IP (Internet Protocol) based services. OTEnet offers Internet access services to residential and business customers, IP telecom-

munications services as well as e-business and content services.

In an effort to cover the broader, national and international, needs of large corporations, OTE offers a full range of services such as: data communi-

cations (Frame Relay, clear channel, ATM, VSAT), IP/VPN solutions, voice communication solutions (VPN, VoIP, mobile telephony, conferencing, call

centers, intelligent networks). Furthermore, OTE offers a wide range of services to telecom service providers in Greece and abroad. These services

include the following: wired, optic, and satellite connections and bandwidth, wholesale IP and data, wholesale voice, hosting, and outsourcing.

OTE has also expanded into the area of Business-to-Business - B2B through CosmoONE. CosmoONE is a joint venture of OTE, COSMOTE, two major

Greek banks, and Diinekis Pliroforiki. The latter is the representative of CommerceOne in Greece, the leading company internationally in the area of

Business-to-Business.

Through OTE ISDN’s network, which covers the entire Greek territory, OTE offers voice, video, text, and data transmission services. The Com-

pany constantly upgrades its network and products through the introduction and development of new applications such as: tele-working,

telemedicine, teletraining, teleshopping and telebanking. OTE possesses the largest data network covering the broader Greek region and offer-

ing total telecommunication solutions to corporate clients. These data services include packet-switched data communication transmission

through the Hellaspac network. Data services are also provided through the Hellascom network, a high-speed digital network for leased lines.

The Company has already installed and operates a public asynchronous transfer backbone network (ATM), to serve as the basis for the nation-

wide broadband network. This supports the transmission of data services, satellite TV interactive services and other multimedia services and

can respond to the needs for increasing data transmission. The above network has been named HellasStream and is currently under commer-

cial operation. The Company is also the exclusive provider of Infonet services in Greece, while it offers technical support to Infonet’s customers
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since 1995. Infonet is an international data network, which is being used by multinational companies and offers various services such as world-

wide connection and one-stop billing. In addition, OTE plans to offer broadband access services, including ADSL (asymmetric digital subscriber

line) services and LMDS (local multi-point distribution services). In 2001, and in the context of fulfilling the provisions of its License, OTE pur-

chased two of the licenses tendered by the National Committee of Telecommunications and Postal Services (NTPOC) in order to provide wire-

less fixed telephony services at bandwidths of 3.5 GHz and 24,5 – 26,5 GHz respectively. In 2002, OTE transferred the license for the 25 GHz

zone, to subsidiary COSMOTE.

OTE’s digital broadcasting platform also supports telecom services including broadband IP services through the satellites Hot Bird 3 and W2 of

EUTELSAT. The Company anticipates a significant demand for these services, which will be also funded by the 3rd European Structural Support

Framework. OTE plans to provide interactive multimedia TV services, provided that the Company utilizes the appropriate business partnership (and

/ or joint venture) with other third parties.

Over the last few years, OTE applied a regional development strategy in order to become the leading telecommunications service provider in the South-

eastern Europe and assume an active role in the growth of telecom services in the broader European region. To fulfill that purpose, OTE made invest-

ments, acquiring equity stakes in state-owned telecom service providers, obtained licenses in the mobile telephony sector, and made investments in

terms of international telecommunications infrastructure. In June 1997, OTE acquired 20% of Telekom Serbia, which was the state-owned telecom

operator of Serbia, at a total cost of DM 675 mil. (approximately GRD 106 billion or USD 265 mil.). In March 1998, OTE acquired 90% of ArmenTel,

the state owned telecom operator in Armenia, at a total cost of USD 142.5 mil. (approximately GRD 41 billion).

In December 1998, OTE acquired 35% of RomTelecom, the state owned telecom operator in Romania, at a total cost of USD 675 mil. (approx-

imately GRD 189 billion). In July 2000, the joint venture COSMOTE and TELENOR acquired 85% of Albanian Mobile Communications (AMC),

which is the state-owned mobile telephony operator in Albania, for a total cost of USD 85.6 mil. In January 2001, OTE acquired a GSM-900

license in Bulgaria, for a total cost of USD 135 mil., and established CosmoBulgaria Mobile with the commercial name Globul. In November

2001, OTE acquired the second mobile telephony license in FYROM, for a total cost of USD 25 mil., and established MTS (Mobile Telecom-

munication Services AD), with the commercial name Cosmofon. During 2002, OTE conducted successful negotiations with the Romanian gov-

ernment in order to finance Romtelecom via a share capital increase. The relevant agreement was put in effect in the start of 2003 while the

relevant process was completed in the beginning of March. Based on the agreement, the participation of OTE International in Romtelecom was

settled at 54.01%, whereas the two sides also agreed on a series of procedures and decisions concerning Romtelecom’s operational issues.

OTE currently believes that the Organization can develop into a regional telecom hub without having to invest additional funds in other telecom oper-

ators. To fulfill this purpose, OTE participates in various international projects, which assist the establishment of an international telecom network

mainly in Southeastern Europe and East Mediterranean. OTE believes that the particular network will strengthen its operating results, by increasing

its traffic from and towards neighbouring countries. This will allow OTE to become the major telecom operator in the broader targeted region.

The following projects are indicative:

OTE participates in the Black Sea fibre optics system, which is operational since September 2001. The system connects Varna – Bulgaria,

Novorossiysk – Russia and Odessa – Ukraine. OTE also participates in various other fibre optics networks in Caucasus.

OTE possesses a capacity based on the irrevocable right of use (IRU) in the private cable systems of fibre optics FLAG (Mediterranean – Northern

Europe) and Med Nautilus (Eastern Mediterranean – Western Europe through the European Loop).

OTE implements a new unified fibre optics network, which connects Greece with Western Europe, through a new submarine cable system between

Greece and Italy. The network is owned by OTE and its acquired capacity is based on IRU. The new system will connect with an extending Euro-

pean fibre optics network, covering the greatest part of Western Europe. The project is going to complete by the end of 2003.

OTE has already installed and owns seven (7) international ATM/IP nodes in Athens, London, New York, Bucharest, Nicosia, Tirana, and Sofia.

During 2003, OTE’s international DATA/IP network will reach a total of 17 nodes worldwide.

In addition, OTE has contributed funds of USD 42.5 mil. in the share capital of Hellas Sat Consortium Ltd. (“Hellas Sat”) and currently holds a major-

ity stake of the company. It is anticipated that OTE’s equity stake in this company will drop, because other interested parties will participate in the

joint venture.

Following the initial public offering in 1996, OTE’s shares were listed on the Athens Stock Exchange (ASE) in April 1996. In June 1997, along with

a second equity offering, the Company proceeded with an international offering in the form of Global Depository Shares (GDS). Following that devel-
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opment, GDS began trading on the London Stock Exchange. After the above-mentioned equity offering, the Greek State’s participation in the share

capital of OTE dropped to 75.1%. In November 1998, after a third equity offering, OTE shares, in the form of American Depository Shares (ADS)

made their trading debut on the New York Stock Exchange (NYSE). 

American Depository Receipts (ADR) constitute the certificates for American Depository Shares (ADS). American Depository Shares (ADS) represent OTE

shares held by the Depository Bank (Bank of New York), which issues American Depository Receipts, based on the Depository Agreement between the

Company, the Depository Bank and the ADR holders. Each American Depository Receipt represents and therefore states the number of American Depos-

itory Shares, whereas each ADS equals with ó OTE share or an option for the same number of shares. ADSs are traded in US dollars. At the same time,

ADSs are also listed on the London Stock Exchange (LSE) and can be traded through SEAQ International (LSE’s security trading system). Finally, ADSs

are listed on the New York Stock Exchange (NYSE). After the above offering, the Greek State’s participation in OTE dropped further to 65.1%. Finally, in

June 1999, OTE proceeded with its fourth equity offering in the Greek capital market and with a new offering of ADS on the New York Stock Exchange.

Consequently, the Greek State’s participation was further reduced to 51%. In summer 2001, the Greek State decided to bring its participation in OTE

below 51%. To fulfill its purpose, the Greek State issued a convertible bond issue raising funds of EUR 1 billion. By August 2001, the Greek State’s par-

ticipation had been brought lower, to approximately 42%. In June 2002, the Greek State offered an 8% stake of its share capital to institutional investors

through a book building process. Following that event, the Greek State owned 33.7% of OTE’s share capital.

On June 29th 2000, the Annual Shareholders Meeting approved an amendment of the Company’s Articles of Association. Based on that amendment,

the Company created the Corporate Governance Committee that undertook the responsibility of coordinating the Group’s companies. At the same

time, the number of BoD (Board of Directors) members increased to 15.

On June 25th 2001, the Annual Shareholders Meeting approved the conversion of OTE stock’s nominal value from Greek Drachmas into EUR. Fol-

lowing that conversion, the nominal value of OTE’s share capital settled at EUR 1,108,919,237.80 consisting of 504,054,199 shares with a nom-

inal value of EUR 2.20 per share. According to the relevant legislation, the conversion and rounding of the nominal value per share followed a share

capital write-off - by an amount of GRD 176,418,970 or EUR 517,737.26 – which appeared in the extraordinary reserves, under the account “Dif-

ference from share capital conversion into EUR” in the Company’s financial statements.

On September 4th 2001, the Extraordinary Shareholders’ Meeting approved the amendment or abolition – based on each case – of articles 7, 8, 10,

11, 12, 18, 31 and 39 of the Company’s Articles of Association and the codification of the applicable Articles of Association. These amendments,

which refer to Greek State’s participation in OTE and issues of the BoD, were deemed necessary not only because after the ratification of L 2843/2000

the Greek State was granted the right to lower its participation below 51%, but also because following the convertible bond issue, the Greek State

did not hold a majority stake in OTE’s Board of Directors. In addition, since OTE’s Board of Directors is now elected by the Shareholder Meeting pur-

suant to the provisions of PL 2190/1920 “concerning société anonymes”, and article 29 of L 2937/2001, the Company’s Articles of Association

should be aligned with the relevant provisions.

On January 28th 2002, the Extraordinary Shareholders’ Meeting approved the spin-off and transfer of the Directory Services, International Infras-

tructure and Services, and Real Estate sectors, to the Companies subsidiaries InfOTE S.A., OTE Globe S.A. and OTE Estate S.A. respectively.

At the same time, the Shareholder’s Meeting approved the amendment of article 5 in the Articles of Association with regard to share capital provi-

sions, as well as the quotation of the Company’s share capital exclusively in EUR. In addition, the Meeting amended article 2 in the Articles of Asso-

ciation with regard to the Company’s purpose. Consequently the Company’s purpose included a new paragraph about “the supply, distribution, and

sale (trade activity) of any type of product that advertises and promotes Olympic Games 2004.” Finally, the Shareholders’ Meeting approved that

stock option plans be offered to: a) the Company’s employees, b) the executives of associated Greek companies not listed on the Athens Stock

Exchange, based on the provisions of PD 30/1988.

On March 13th 2002, the Extraordinary Shareholders’ Meeting had as the major item in its agenda, the election of a new Board of Directors.

On June 19th 2002, the Annual Shareholders’ Meeting approved the following: 1) the financial statements of fiscal year 2001, including the consolidated

financial statements of the Group, income appropriation – a dividend of EUR 0.7043 (GRS 240) per share for fiscal 2001. 2) The Meeting absolved the

BoD Members and Auditors from any responsibility or obligation for compensation for fiscal year 2001. 3) The fees of the CEO and the Vice-Chairman were

based on a relevant agreement. 4) The election of Certified Auditors for fiscal year 2002 along with the settlement of their fees. 5) The basic contractual

terms with regard to individuals described in articles 23a and 24 of L 2190/1920 and the authorization needed for the completion of the contracts. 6) The

distribution of own shares through the stock option plan. 7) The election of a new BoD Member substituting a former member who resigned.

On October 17th 2002, the Extraordinary Shareholders’ Meeting determined the positions of the BoD Members according to the provisions of L

3016/2002 concerning corporate governance (executive, non-executive, and independent non-executive members). The Meeting also approved a
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share capital increase through the increase of nominal value of existing shares. Specifically the nominal value rose by EUR 0.19 per share so that

the incremental nominal value reaches EUR 95,770,297.81 (or 504,054,199 shares times EUR 0.19). The particular increase was due to the cap-

italization of reserves following an asset revaluation (L 2065/1992).

As a direct result of the above mentioned share capital increase, the Meeting approved the amendment of article 5 in the Articles of Association,

through a relevant amendment of the paragraph 1 and the inclusion of a paragraph titled “d” into the paragraph 2. Thus, the Company’s share cap-

ital reached one billion, two hundred and four mn, six hundred eighty nine thousand, five hundred thirty five Euro and sixty-one cents

(1,204,689,535.61), consisting of five hundred four mn, fifty four thousand and one hundred ninety nine (504,054,199) common registered shares,

with a nominal value of two Euro and thirty nine cents (2.39) per share. The number of shares did not finally change.

The same Shareholders’ Meeting approved the following: 1) A share repurchase plan through the Athens Stock Exchange (article 16, paragraph 5-

14, L 2190/1920). 2) The fees - other grants and the basic contract terms with regard to individuals described in articles 23a and 24 of L 2190/192.

3) The authorization for the completion of the relevant contracts.

2.2 Corporate Strategy

Following the liberalization of the Greek telecom market on January 1st, 2001, the Organization aims at maximizing shareholders value and cus-

tomers satisfaction. OTE also aims at transforming the Group into a modern and competitive organization, which constitutes “the first choice” for cus-

tomers and shareholders.

The Company’s has made major strategic decisions in order:

To strengthen its competitiveness in the fixed telephony sector.

To develop its activities in the mobile telephony sector and in the Internet.

To restructure its international activities.

To lay emphasis on the Group’s return on assets.

In order to fulfill the above-mentioned goals, the corporate strategy aims at the following:

A greater emphasis on the customer.

Improvement in the quality of services and expansion of the product range. 

Improved financial efficiency through the appropriate pricing policy, further cost control and rationalization of capital expenditures. 

A stronger market share for COSMOTE in Greece.

The development of the mobile telephony subsidiaries in the Balkans under COSMOTEãs management.

A further boost in OTEnet’s leading position in the Greek ISP market. 

Constant earnings improvement in every business activity.

Corporate restructuring in the international holdings through an accelerated restructuring of Romtelecom based on a more efficient management

team, as well as a better control on the number of employees and the capital expenditures. 

Emphasis on the existing investments and rationalization of the international investments.

Stronger cash flows.

Establishment of a unified culture and a greater activation on behalf of the employees.

The Strategy for the Greek Market

Following the market deregulation on January 1st 2001, the Company’s strategy in the Greek market aims at retaining the leading position as a fixed

telephony provider, possessing a strong market share in the mobile telephony sector, in the ISP market as well as in the data communication market.

The Company’s strategy in a liberalized business environment consists of the following:

A higher competitiveness in the fixed telephony sector.

Promotion of activities and operation in a transparent regulatory environment.

A stronger market share for COSMOTE in Greece.

A further boost in OTEnet’s leading position in the Greek ISP market.

Constant earnings improvement.

Establishment of a unified culture and a greater activation on behalf of the employees.

Modernization of the IT systems.

Disengagement from activities, which do not belong to the core business mixture.

Stronger cash flows.

Improvements on the front of corporate governance.
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Higher competitiveness in the fixed telephony sector. OTE aims at boosting its competitiveness in the domestic fixed telephony market by empha-

sizing on customer needs, by improving its services, by expanding the range of products and finally, by applying a more appropriate pricing policy,

further cost control and greater rationalization of capital expenditures.

Emphasis on the customer. The Company believes that the ability to provide innovative and useful services, which can satisfy customers’ needs,

leads to higher customer satisfaction and greater revenues due to a higher use of services. By utilizing an expanding, innovative and complete range

of state-of-the-art products and services, which attract multinational companies and large corporate customers, the Company strengthens its position

domestically. OTE is the country’s only telecom operator that covers the full range of telecom needs (one-stop shop).

Product quality improvements and product range enrichment. Over the last few years, the Company has been planning and implementing a plan aiming

at improving the network’s capacity, which in turn will lead to a speedier and more reliable transmission of information. The Company has made significant

investments on the digitalization of its network, whereas it continues to invest in broadband technology, Data/IP infrastructure, and the development of

nodes in major international markets. In this manner, the Company targets the provision of total voice, video, and data services to its customers.

The Company anticipates that the network related infrastructure - among other things - supports broadband communication of data, video and voice

services, fast Internet services, as well as other multimedia services. The Company intends to constantly monitor its customers’ needs and invest both

suitably and cautiously, in a financially efficient telecom infrastructure, which will also be designed to serve direct customer needs and to increase

efficiency of fixed assets.

At the same time, the Company views quality improvements as a top priority. These improvements will allow the Company to retain its customer

base, as well as to increase customer satisfaction and loyalty in totally deregulated and competitive market.

The Company has installed a network administration system in the broader Greek region, in order to operate and maintain its network through

an automatic flow of operations and by a more efficient way. The benefits deriving from this investment include the ability to improve telecom

services quality for the customers, ensuring at the same time significant cost and operation control. Having realized a significant progress in its

network modernization program, the Company will direct its efforts into stronger utilization of the network and consequently higher revenue gen-

eration.

The corporate strategy focuses on the expansion of the product range, carrying out activities in high growth business segments, such as mobile teleph-

ony, Internet services and data communications. At the same time, the Company wishes to offer these products through its extensive distribution net-

work in Southeast Europe. The Company believes that the following business areas - which have been targeted or will be targeted in the near future

- demonstrate a significant growth potential:

Full Range of Services in Digital Network Applications.

High Speed Data Communications.

Broadband data transfer services through a national asynchronous trunk network (which are offered throughout the country through HellasStream)

and broadband access services, including Asymmetric digital Subscriber Lines (ADSL) and local multipoint distribution services.

Voice-mail service.

Intelligent network services, including: universal access number, pre-paid and post-paid cards, ideal private networks, tele-voting (a service utiliz-

ing special numbers and allowing customers to vote by dialing these numbers), Freephone (which allows subscribers to pay a fixed fee to make

available to customers a free of charge call number) premium rate and universal personal contact.

Telecards and an increased number of card-phones that accept tele-cards and credit cards.

New technologies and applications, including digital subscriber lines (xDSL) and IP data network.

The company plans to provide a full range of telecommunications services to its customers in Greece. Its broadband network supports its corporate

customers, offering them integrated services that can effectively handle a combination of voice, data, and Internet through a single network and at

the same time it aims to continue to offer communications with the capacity to handle increased market demand and the flow of data traffic. It has

hired specialized staff to provide improved services such as Internet, integrated digital network services, voice-mail, and three-way video conferenc-

ing and to provide effective after-sales support.

Prudent Pricing Policy. The Company announced its new tariffs for the major telecom services (public telephony and leased lines) in Jan-

uary 2002. The new tariffs have been presented and approved as cost related items by the National Telecommunications and Post Offices

Committee.
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The legislative framework, with regard to the Company’s operations, requires OTE to continue following this method for tariff restructuring in the

future, at least for the “basic” telecommunication services. However, the Company sees a potential for a flexible tariff policy, which will include spe-

cially cost-oriented – though competitive – services.

Promotion and Operation in a Transparent Regulatory Environment. Prior to as well as after the Greek telecom market’s liberalization, the Com-

pany continues to co-operate with the Greek State and the Regulatory Authorities in an effort to ensure operation in fair and transparent environment

for all telecom operators.

Common Culture and Employee Incentives. The Company makes constant efforts to improve productivity and efficiency of its human resources. It

controls employment costs through retirement – both natural and voluntary – which in turn puts a limit on the number of people employed for the

provision of the “basic” services. At the same time, the Organization recruits specialized personnel, which is of vital importance in the global telecom

market, while it trains its employees in order to obtain new knowledge, which is necessary for the promotion of the Company’s activities. OTE con-

stantly restructures its employee benefits policy, in an effort to devise a compensation system that provides competitive salaries vis-à-vis the market,

combined with incentives for employees or teams with higher productivity levels. However, according to Greek legislation, the application or alter-

ation of such a benefits policy would presuppose a new labor contract.

IT Systems Upgrade. The Company has made constant efforts and proceeded with major investments in order to upgrade its information technolo-

gy systems. As a result, OTE is in a position to efficiently apply its strategy, improve the quality of products and services offered to its customers, and

maximize its internal operating efficiency.

Termination of Non Core Activities. The Organization decided to terminate its non-core activities, which are not directly related to the telecommu-

nications sector, and consequently to dispose assets and subsidiaries. In this context, OTE Exchange was transformed into OTE Estate, whereas OTE

intends to sell OTE Insurance, a subsidiary active in the insurance sector. The Organization has also sold OTE Leasing to Piraeus Financial Leasing,

which belongs to the Piraeus Bank Group.

On January 28th 2002, the Extraordinary Shareholders’ Meeting approved the spin-off and transfer of the Directory Services, Real Estate, Interna-

tional Infrastructure and Services sectors to the Company’s subsidiaries InfOTE S.A., OTE Estate S.A. and OTE Globe S.A. respectively.

The spin-off procedures of the first two sectors have already been completed based on the relevant spin-off agreements on 6-28-2002 and 4-9-2003

respectively. With regard to the third subsidiary “OTE-Globe,” no action has been taken yet for the transfer of international telephony network relat-

ed assets. The Management considers carrying out the activities of the above subsidiary under the umbrella of the Parent Company.

Improved Cash Flows. The efficient management of the Company’s working capital, the planning of investments according to certain criteria, in con-

junction with the commitment for an improved cost control, will strengthen the available cash flows on a group basis.

Corporate Governance Improvements. Guided by consultants – specialists, the Company restructures its corporate governance on a Group level, tar-

geting the improvement of its operating efficiency and the realization of synergies within the Group.

2.3 Investment Programme

The Organization’s investment programme for fiscal year 2003 provides for investments of EUR 458 mil. The relevant breakdown indicates that

EUR 247 mil. will be used for network modernization and infrastructure development for new commercial sectors, EUR 80 mil. will be used in

order to expand international capacity, EUR 33 mil. will be used as IT expenses and EUR 98 mil. will be expenses for the 2004 Olympic Games

related infrastructure.

2.4 OTE and Group Business Activities

OTE is the leading fixed telephony services provider in Greece, offering local, long distance, and international telecommunication services to Greek

and foreign business entities, as well as to consumers and state-owned institutions. In addition, the Organization provides its customers with a range

of technologically advanced services such as mobile telephony, Internet access, ISDN services, high-speed data communication, sale of equipment

and ATM. It also offers traditional telecommunication services such as leased lines, satellite and marine communication services, telex and telegra-

phy, audiotext, telecards and directories. The Company anticipates that demand for the new services will reflect a steadily rising interest for these

services. The Company has also upgraded and extended its infrastructure to provide a full range of telecom services. Based on market capitalization,

OTE is among the largest Greek corporations. The fixed telephony, local, long distance and international, services remain the Organization’s major

business activities. Those activities captured a 71% stake of OTE’s turnover in fiscal year 2002.
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Over the last few years, Greece has gradually liberalized its telecom market. According to the relevant legislation, which is in effect in the European Union and

Greece, through to December 31st 2000 OTE had the exclusive right of installing, operating, and commercially utilizing the fixed telephony network, as well

as offering fixed telephony services. In an effort to face the challenges of the new competitive environment and maintain the leading position, following the

market’s liberalization on January 1st 2001, OTE proceeded with significant investments in order to increase network capacity and to expand the range of

products. In 2002, investments were made with a special emphasis on mobile telephony services, Internet, broadband services, IP services, higher node net-

work capacity with the use of Dense Wavelength Division Multiplexing (DWDM), and generally on the network’s operation without affecting the quality of serv-

ices already achieved. At the same time, OTE proceeded with a tariff restructuring, an efficient organization of staff, targeting flexibility as well as improved

productivity, and finally with a strategy aiming at better customer services and consequently greater customer loyalty.

Fixed Telephony 

(see page 21-27)

Enterprise Costing System (E.CO.S.)

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

Interconnection with networks of other Providers, OTE proceeded to the following actions:

Retail Services. OTE received from the National Regulatory Authority (NRA - EETT) suggestions for improvements to the approved, since 2001, methodology

of “Fully Distributed Cost” (FDC). The new cost based tariffs for Voice Telephony, which were applied throughout 2002, were prepared by OTE based on the

FDC Methodology and were approved by the NRA - EETT at the end of 2001. Furthermore, ISDN tariffs based on FCD methodology were proposed by OTE

and approved by the NRA - EETT using 2000 historical data and forecasts for 2001-2002; also, all the required clarifications were provided to the NRA - EETT.

Wholesale Services. In 2002, the Long Run Average Incremental Costing Methodology (LRAIC), as defined in EU recommendations, was submitted to the NRA

- EETT for approval, adopting a top-down approach. This methodology required the readjustment of historical values of the Company’s assets to current values

(Current Cost Accounting –CCA). Subsequently, the NRA - EETT approved the basic principles that were followed, in LRAIC Methodology Version 1.1, since the

latter incorporated certain suggestions for improvements made by the NRA - EETT.

In the meantime, the NRA - EETT had imposed temporary tariffs for the Interconnection Services, rejecting the tariffs proposed by OTE, as not being cost-ori-

ented and not sufficiently distinct for local, single and double tandem termination.

With respect to the tariffs for Unbundled Access to the Local Loop and while a proposal was submitted and taken into account by the NRA - EETT for the deter-

mination of temporary tariffs, OTE resubmitted a revised proposal for some tariffs based on an approach guided by the approved, in the meantime, LRAIC

methodology. OTE’s conformance to the approved ECOS LRAIC /CCA was audited by an external independent Auditing Firm, appointed by the NRA - EETT as

stipulated by the relevant legislation.

The scope of the audit was the correctness of the current costing of the Company’s assets, as well as the cost-orientation of the Services for Interconnection and

Unbundled Access to the Local Loop, using historical data for 2000 and forecasts for 2002. Based on the audit’s findings, the NRA - EETT established new

cost-oriented tariffs for Interconnection services for 2002.

Leased Lines. OTE proposed and the NRA - EETT approved new tariffs for 2002, requiring, however, OTE to submit a new cost-oriented approach with better

allocation of the total, approved by the NRA - EETT, cost of leased lines to the various categories / speeds.

OTE submitted for approval to the NRA - EETT a hybrid model (a combination of bottom-up and top-down) of cost allocation to the various categories of leased

lines, based on the 2000 historical data and the data forecasted for 2002. While the NRA - EETT did not accept the evidence of cost-orientation, it permitted

the implementation of the proposed tariffs as more favorable than those then in force.

Subsidaries

(see pages 29-49)

OTE Insurance

The aim of the Company Management, as far as “OTE Insurance” is concerned is to strive to merge it with other companies of the coresponding sector, in

which OTE will probably have a minority percentage. The Organization is already searching for another company for a possible collaboration.

International Activities (see pages 51-52).

“Athens 2004” Olympic Sponsorship 

The Consortium “OTE-COSMOTE-OTEnet” was nominated a Grand Sponsor in the telecommunications sector of the 2004 Olympic Games 2004 by the

Olympic Games Organizing Committee (OGOA). The Grand Sponsor has the right and obligation to provide telecommunications services to the Organizing

Committee for the Athens 2004 Olympic Games. In November 2000, the consortium signed a memorandum of understanding with the Committee by which

it is obligated to pay EUR 58.6 mil. in total until the end of the Games in 2004. The Consortium will contribute EUR 29.3 mil. in cash and EUR 29.3 mil.
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in telecommunications services. In addition, OTE has undertaken an investment programme of approximately EUR 130 mil. for the provision of telecommu-

nications services during the Athens 2004 Olympic Games. The works for the provision of telecommunications infrastructure for the needs of the Olympic

Games have already commenced. COSMOTE estimates that it will perform capital expenditures of roughly EUR 50 mil. in the 2003 and 2004 for the expan-

sion of the capacity of its network, in order to provide the mobile telephony services detailed in the sponsorship agreement. The benefits that are anticipated

for the companies that participate in the agreement, include increased revenues which will be generated during the Olympic Games as well as from the use

of the new telecommunications infrastructure which will be installed during the preparation for the Olympic Games and which will remain in order to be used

for the satisfaction of the increased needs of the deregulated Greek telecoms market, contributing in this way to the technological upgrade of the Group. The

final agreement between the OTE-COSMOTE-OTEnet and of the Organizing Committee of the Games will be signed in due time.

2.5 Procurements

During 2002, 456 Contracts were drafted and signed for the Supplies of Equipment, Software, and for service Provision of a contractual total of EUR

191,184,615. From the above 456 Contracts, the most important in terms of equipment and total contractual cost are the following:

Equipment – Software – Services for the needs of the Olympic Games (3 Contracts) EUR 84,038,000 OTE Advertising Promotion EUR 19,075,568, Hel-

lascom EUR 14,673,514, Various Systems (Detection – TV measurement, etc,) (5 Contracts) EUR 12,536,506, IP Billing Geneva OTEGLOBE & OTENET

EUR 5,618,000.

Invoiced (delivered) Equipment, Software and Services, of EUR 523,091,109 in total.

The implementation of 33 Framework Agreements that were made in the 1997, and had a 5-year duration, with 36 parties for infrastructure and the dig-

italization of the Network were continued also in 2002 and came to EUR 309,496,111 in total.

The force of the above Framework Agreements ended with the end of 2002. The total basic cost of the Framework Agreements for their 5-year duration,

including the approved sur-charges came to EUR 2,001,879,960.

2.6 Information Technology

Information Technologies

Laying emphasis on the application of integrated IT systems, OTE constantly intensifies its efforts to improve its IT systems, enhance the business process-

es, and invest considerably in IT technologies which are the main factors for International technological developments.

Since 2001, multi-year contracts are under way with Desktop Computer Companies (IBM, HP/Compaq, Dell, Xerox, Lexmark & Microsoft) as well as Soft-

ware Development Technologies and Business Applications in Intranet and Internet environment (ORACLE / Technology, Data Warehousing, E-Business

suite).

The new workstations with complete applications and office automation now exceed 3,000, out of a total of 7,000, while the Oracle Applications (ERP)

software reached 1,800. 

At the same time, Server integration progressed significantly, where considerable effort was made in the direction of centralizing computing systems and

upgrading the technological and operational status of the central Computer Room, in a way that provides reliability, availability, and efficiency in the oper-

ation and development of IT systems. 

Today, OTE’s information systems operate centrally, they serve more than 6,000 interconnected on-line users through the Corporate Data Network, which

has expanded and serves the entirety of the commercial stores and the central and regional directorates. 

Information Technology Systems

Business Intelligence, Data Warehousing, and Reporting Analysis Systems.
Since 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, during 2002, the

addition of historical information on a monthly basis and the provision of measurable data; it now provides basic indicators of effectiveness in areas such

as Finance, Market, Customers, Operational Performance, Telephone Connections, Telecommunication Traffic. The Data Warehousing & Analytical

Processing technology that is used (Oracle Express & Financial Analyzer) constitutes the basis for its further development, which is still in the planning stage,

so as to cover other operating areas as well. 

At the same time, the basic technological plan has began for the development and operation of a corporate portal, based on Oracle iPortal technology, which

will integrate information from various IT systems, will combine structured and unstructured information, as well as constitute the technological infrastructure

for the operation of the Business Intelligence of the Company. 

Billing Customer Care and CRM Systems
Since the beginning of 2002, the billing and customer requests management system (BCCS) as well as the system for corporate customers (GEVEVA) are

fed with detailed traffic analysis data (CDR). At the same time the process for selecting the Interconnect Billing system (InterconnecT) was completed; it

will be used to bill Telecommunications Providers and apply the interconnection tariffs and is expected to be in operation within 2003.

Furthermore, the interconnection of IP Mediation with GENEVA was completed; it serves OTE Group’s needs for new forms of fixed telephony, such as Voice
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Over IP (VoIP), as well as Convergent Billing through which customers receive single billing for fixed telephony (OTE), mobile telephony (COSMOTE) and Internet

(OTENET). At the same time, the Leased Line Management System was upgraded for nation-wide coverage of data management for local and long-distance sim-

ple leased lines, while in 2003 it is planned to be extended to the management of HellasCom, HellasPac, ATM and of 2 Mbits interconnection circuits to Providers.

The Provisioning system was centralized and expanded so as to cover the technical needs for the Local Loop, Carrier Preselection, as well as automated and

software-activated customer requests for digital conveniences. In 2003, it is expected to be expanded to the management of new products such as ADSL.

Also, the implementation approach for single service and single billing for the 2004 Olympic Games by the OTE Group was completed and it is based on the

CRM Oracle and Provisioning applications, while utilizing currently installed applications, such as Oracle Marketing/Telesales, which has already completed its

first year of operation.

Numerous other projects include the Uniform Number System, the implementation of the new pricing policy, the new bills for subscribers, the system of detailed call

billing, the upgrade of the Commercial/Accounting System for stores, as well as the systems’ interface with the ERP of the company and the DIAS Interbank system.

ERP and Front Office Systems
During 2002, and until today, the implementation plan for the Oracle E-Business suite software application platform in new operating areas is continued. Specif-

ically:

The central Accounting Office is now served by Oracle Financial Applications (General and Analytical Ledger, Accounts Receivable and Payable, Fixed and

Moveable Assets Register, Budget, Capital Management), fully integrated with Oracle Inventory and Oracle Project Costing, as well as with all regional, account-

ing and commercial departments of the Company.

The planning for expanding of the use of Oracle Financial applications to regional financial management services has been completed and is expected to be

in operation within 2003. 

The planning for the replacement of the management system of commercial store with applications of Oracle E-Business suite has commenced and its com-

pletion is expected in 2003.

The new Payroll and Cost Accounting system is now in operation integrated with the Oracle Financial applications; at the same time, planning has begun for

the functional operation of the Human Resources Management systems as sub-systems of Oracle E-Business suite.

2.7 Personnel

OTE continues the restructuring of its personnel, supported also by the fact that since January 2002, OTE does not have the obligation to hire its personnel

under the State’s supervision. Therefore, OTE hires its personnel based on its operational needs, and the Management’s decisions and policy. Aiming to support

talented employees, especially after the full deregulation of the telecommunications market in Greece in 2001, it applies the following policy for its personnel:

It continues the plan of early retirement by providing particular incentives, and targeting on a more efficient control ot its total number of employees.

It recruits staff with the necessary specialized knowledge or know-how. The policy of hiring new employees focuses on the coverage of current and future

needs in telecommunications engineers, economists and accountants, salespeople and specialists in Marketing and IT.

It trains existing personnel in the customer-oriented behavior. For example, it has established various training programs on customer service for technicians.

In 2002, approximately 8,400 employees attended 700 seminars in selected topics, targeting on quality and efficiency improvements in their employment

performance.

It aims at a constant review of the benefits system and institutes incentives for employees in order to achieve its targets.
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Personnel’s geographic distribution per regional division:
Geographic Region Number of Employees

Sterea Hellas 802

Thessaly 809

Western Macedonia 338

Central Macedonia 2258

Eastern Macedonia and Thrace 810

Epirus 702

Western Greece 1,236

Peloponnessos 1,040

Northern Aegean 373

Islands * 552

Crete 981

Attica 7,809

Total 17,710
* Includes the Argosaronikos islands.



The following table presents the distribution of the full–time personnel as of December 31st, 2002:

2002 (1)

Specialized Personnel 332

Administrative Personnel 4,654

Finance 937

Technical 10,389

Support Personnel 1,316

Total 17,628

Extraordinary 82

Grand Total 17,710

PSTN access lines per employee (2): 306

(1) Includes OTE employees currently transferred to Group subsidiaries.

(2) Includes PSTN access lines in operation as of 12/31/2002 and personnel serving in OTE or transferred to its subsidiaries.

The average age of OTE employees is approximately 47 years, while the average of years in service is 22. The number of employees is gradual-

ly reduced for the past five years, at an average rate of 5.2%, mainly through regular retirement and early retirement programs. In 1998, 1,110

employees retired, 110 more than the 1000 estimated based on the retirement operational plan; out of those, 859 accepted the early retirement

incentives

In 1999, 537 employees retired, out of which 364 through incentives for early retirement. In 2000, 2,232 employees retired, out of which 1,952

through incentives for early retirement. In 2001, 1,216 people left the company, out of which 1,071 through incentives for early retirement. In

2002, 856 persons left the company, out of which 699 through incentives for early retirement. The current early retirement programme is in

effect until the 31st of December 2003.

The results of the early retirement program and the policy of recruiting specialized personnel, in conjunction with retraining personnel whose abil-

ities have become outdated, as well as outsourcing duties until now performed by employees, resulted in the decline of the number of employ-

ees to 17,710, on 31/12/2002.

In March 1998, OTE acquired 90% of Armentel, the Armenian public telecommunications services which had 7,945 employees on 31 Decem-

ber 1999, 7,729 employees on 31 December 2000, 7,159 on 31 December 2001, and 5,910 employees on 31 December 2002.

OTE believes that the abilities of its newly hired personnel are as important for its future effectiveness as the total number of its employees. 

It assesses and readjusts the benefits structure, so as to attract and maintain the specialized and ambitious staff required by the telecommuni-

cations market. 

In its effort to boost its personnel’s sense of security, OTE proceeded to a supplementary insurance policy with a private insurance company that

went into effect on 1st January 2002.

According to existing regulations, payroll is subject to the General Personnel Regulation and is only modified through union collective agreements.

In 2001, a stock option plan was approved for the Company’s Management as well as for OTE employees. The shares as they are distributed in

the stock option plan will not exceed 3% of the share capital and shares distributed through the stock option plan will be those repurchased by

OTE based to the current buy-back scheme.

2.8 Reorganization

In July 2002, OTE announced its restructuring in four Business Units and the establishment of a new Corporate Center of the Group which was

created to transform OTE into a state of the art  and competitive telecommunications Group that is well-adjusted to market conditions. The four

business units are the following:

Domestic Fixed Telephony. The Fixed Telephony Business Unit will be responsible for the provision of fixed telephony in Greece.

Mobile Telephony. The Mobile Telephony Business Unit will be responsible for the management of the Group’s mobile telephony activities in

Greece and abroad (based on specialized and per case management contracts, for instances when the relevant assets are not owned by the

Group).

Internet. The Internet Business Unit will be responsible for the management of the Internet activities of the Group in Greece and abroad (based

on per case management contracts, for instances when the relevant assets are not owned by the Group).

International Activities (OTE International). The International Activities Business Unit (OTE International) will be responsible for the full coor-

dination of all the telecommunications activities of the Group outside Greece, as well as the management of its international investments in

fixed telephony, as well as other Group activities.
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The Group’s Corporate Center supports the CEO and the Group’s Management team in the following:

The Strategic direction of the Group, i.e. integrated strategy, mergers and acquisitions, handling of regulatory issues, management of investments,

and coordinated coping with competition. 

The Management of Group performance, i.e. target determination, monitoring of target achievement, incentive system for Group executives. 

The new organizational structure will allow OTE to:

Effectively deal with the intensifying competition in Greece. 

Fully utilize the already aquired experience of the Group in the development of its international investments.

Reduce overlap and to facilitate the achievement of synergies among the companies of the Group.

2.9 OTEãs Board of Directors and Groupãs Management Team

OTE is managed by the Board of Directors, the CEO, and the Executive Committee of Corporate Governance.

Board of Directors (see page 12)

OTE's Board of Directors consists of the following members:

Name Position Number of Shares

Lefteris Antonacopoulos Chairman / CEO 

Executive Member 800

George Skarpelis Executive Vice Chairman

Executive Member 5,166

Lazaros Aggelou Executive Member 268

George Argyropoulos Executive Member 302

Theodoros E. Veniamis Non Executive Member 6,650

Iakovos Georganas Non Executive Member -

Michalis Georgandopoulos Non Executive Member 390

Lana Mandila Non Executive Member 500

Stavros M. Panas Non Executive Member -

George S. Papakonstantinou Non Executive Independent Member -

John N. Sahalos Non Executive Independent Member -

Christos Spanos Non Executive Independent Member -

Apostolos Tamvakakis Non Executive Member -

Phaedon-Theodoros Tamvakakis Non Executive Independent Member

Spyros Floudas Non Executive Member

Lefteris Antonacopoulos: Mr. Antonacopoulos holds a degree in Chemistry and a Master’s in Operational Research from a U.S. university. In 1971,

he began his career with Shell Petroleum Company. In 1979, he was transferred to Shell Chemicals International in London. He returned to Shell

Hellas in 1981, as Personnel and Public Relations Director. He was Business Manager from 1984 to 1989, when he was transferred to Shell Inter-

national in the Hague as Central and Southern Europe Business manager. In 1992, he undertook duties as Chairman and CEO with Shell Hellas

SA In 1993 and 1994, he served as Chairman of the Association of Petroleum Corporations. He was elected member of the Board of Directors and

the Executive Committee of the Association of Greek Industries from May till October 1996, at which time he became Chairman and CEO of the

Shell Group of Companies in the Iberian Peninsula. In 1998, he was appointed European Transformation Manager for the Industries and Outlet

Network sectors in London. In March of 1999, he was re-elected on the Board of Directors and the Executive Committee of the Association of Greek

Industries and on May 24, 2000 he was elected as Chairman of the same. In March 2002 he was appointed as Chairman and CEO of OTE. 

Mr. Antonacopoulos also serves as non-executive Chairman of the COSMOTE Board of Directors.

George Skarpelis: Mr. Skarpelis holds a degree in Engineering from the National Technical University of Athens and has been working for OTE since

1968. During these thirty-five years he has served in several important posts; specifically, in 1985-1988 and 1992-1993 he was a member of OTE’s

Board of Directors, in the two-year period 1993-1994 Consultant to the CEO on Investments and International Affairs, and in the period 1995-1998

he was General Director of the Telecommunications System. Since April 1998, Mr. Skarpelis has been serving as Deputy Managing Director and since
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December 1998 as a member of the Board of Directors. Furthermore, from December 1998 till January 1999, he served as Delegate Managing Direc-

tor. Since November 2000, he has been serving as OTE’s Executive Vice Chairman and as well as Chairman of OTE INTERNATIONAL INVESTMENTS.

At the same time, he was Chairman and CEO of Helltelca SA, from 1988 to 1999 and has been member of the Board of Directors in various other

companies, such as  1993-1997, Depa (Public Petroleum Gas Enterprises), 1995-May 2000, Hellascom International SA, and 1996-May 2000,

COSMOTE. Since 2000, he has been the Chairman of ROMTELECOM, as well as the Chairman of the Board of Directors of OTEnet SA.

Lazaros Aggelou: Mr. Aggelou holds degrees in Physics from the Aristotle University of Thessaloniki and from the Higher School of Electronics, and

a Master’s in Electronics with specialization in digital communications from the Institute of Science and Technology of 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 specializ-

ing in Optic Contact Systems, Digital Exchanges & Transmission Systems. He is an Instructor in OTE Schools on Quality Issues for Radio-Electric Net-

works, Digital Exchanges, and Microcomputers. He was involved in all stages of the development of the European initiative for “Information Society”

and is the Chairman of the Project Management Team of Central Macedonia District. He was formerly the Deputy Prefect of the Thessaloniki Pre-

fecture on matters of Economic-Industrial Development and Employment from 1995 to 1998. From 1999 to 2002, he was Regional Manager of

Northern Greece for COSMOTE. Since July 2002, Mr. Aggelou serves as Group Chief Regulatory Officer. Mr. Aggelou is also Chairman of the Board

of Directors of OTEGlobe and is responsible for the Management Team of the Group for CSF III.

George Argyropoulos: Mr. Argyropoulos holds a degree in Mechanical-Electrical Engineering from the National Technical University of Athens (1975) with

specialization in electronics and telecommunications. He is a member of the International Institute of Electrical and Electronic Engineers (IEEE) in the U.S.A.

since 1974 and a member of the Technical Chamber of Greece since 1975. He has worked for OTE from 1977 as an engineer in the department of Radio

Systems Planning (1977-1987) and as Head Engineer of the same department (1987-1990), Advisor to the General Director of the Telecommunications

System (1996-1997), Head of the Competition Directorate (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. He is a member of the Board of Directors of OTEGlobe and since July 2002, Mr. Argyropoulos is Group Chief Technology Officer, Chairman

of the Board of Directors, CEO of Hellas Sat SA and Vice-Chairman of Hellas Sat Consortium Ltd.

Theodoros E. Veniamis: Mr. Veniamis is a ship-owner and holds a degree from the Athens Economic University (ASOEE). He has worked in

various shipping companies in London and Piraeus. He is the founder and chairman of the Golden Union Group of Companies. He is a mem-

ber of the Board of Directors of the Union of Greek Ship-owners, a member of the Board of Directors of the London Steamship Owners Mutual

Insurance Association (P&I) and Vice-Chairman of the Greek Committee of Det Norske Veritas. He is an active member of committees and

unions. Since July 1999, he is Chairman of the Board of Directors of MARITEL.

Iakovos Georganas: Mr. Georganas holds a degree in Economics from the Athens Economic University (ASOEE) and attended graduate stud-

ies in the Harvard University Business School. He worked for 32 years in the Economic Development Fund, today the Hellenic Industrial Devel-

opment Bank (ETBA) (1958-1991) and has served as Vice-Chairman and Member of the Hellenic Capital Markets Committee (1989-1991),

member of the Executive Committee of the Board of Directors of the Hellenic Bank Association, member of the Deputy Directors of Long-term

Credit Institutions of EU countries. Since 1991, he has served as Vice-Chairman of the Board of Directors of Piraeus Bank SA, on Investment

Banking, Chairman of the Board of Directors of ETBA (a member of the Piraeus Bank Group), and non-executive member of Boards of Direc-

tors of various commercial, industrial and investment companies.

Michalis Georgantopoulos: Mr. Georgantopoulos holds a degree in Civil engineering from the National Technical University of Athens (1963)

and a Master’s degree in Statistics and Operational Research from University of Paris (1970). He began his career in 1966 as supervising Engi-

neer with the School Buildings Organization. After his return from France, he worked with the Planning Department of the Ministry of Educa-

tion. At the end of 1971, he was hired by FINA petroleum company where he held various Management positions until 1985. At the end of

1985, he was hired by EKO SA where he worked as Operations Manager in the petroleum products and Chemicals Department. From Decem-

ber 1995 till May 2002, he held the position of CEO, first for ECO ELDHIMAK and ECO SA, and subsequently for EKO-ELDA SA. He has been

a member of the Board of Directors of DEP SA and HELLENIC PETROLEUM SA.

Lana Mandila: Ms. Mandila holds a degree from the School of Law and Political Studies of the University of Athens. She holds a Master’s

degree in Political Studies and Philosophy from the University of Bonn. She has worked for several insurance companies (1982-1985). She is

a legal counsel and attorney for COSMOCAR SA, KARENTA SA, MANDYLAS SA, where she is also a member of the Board of Directors. Since

2000, she also serves on the Board of Directors of COMMERCIAL RENT SA. She is a member of the Advisory Council of the Political Commu-

nication and Mass Media Laboratory of the University of Athens. Finally, she is a member of the Board of Trustees of the Gennadios Library

and a Baden Powell Fellow.
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Stavros M. Panas: Mr. Panas holds a degree in Physics from the Aristotle University of Thessaloniki, a Master’s in Electrical Engineering from the

University of Oklahoma, and a Ph.D. in Electrical Engineering from the Aristotle University of Thessaloniki. He has been with the Department of

Electrical and Computer Engineering at the Aristotle University of Thessaloniki since 1976, where he is now a Professor.

George S. Papakonstantinou: Mr. Papakonstantinou holds a degree in Economics from the London School of Economics (1983), a Master’s from

New York University (1985) and a Ph.D. in Economics from the London School of Economics. From 1988 to 1998 he worked for the Organiza-

tion of Economic Cooperation and Development (OECD) in France. He has published papers in international scientific journals. From 1998 to 2000,

he was Advisor to the Greek Prime Minister on “Information Society” matters. From 2000 to 2002 he was a Special Secretary to the Minister of

National Economy for the “Information Society”. Since 2002, he is advisor to the Minister of Economy and Finance and coordinator of the Greek

Presidency for the “Lisbon Protocol.”

John N. Sahalos: Mr. Sahalos holds a degree in Physics and a Master’s in Electronic Physics (Radio-Electrics), a degree in Civil Engineering and

a Ph.D. in Physics from the Aristotle University of Thessaloniki. From 1971 to 1975, he served in the Physics Department of the University of

Thessaloniki. From 1975 to 1976, he worked in the Department of Electrical and Computer Engineering of the University of Ohio as a Post-grad-

uate Fellow. From 1977 to 1985, he was a Professor in the Electrical and Computer Engineering Department in the University of Thrace. Since

1985, he is a Professor in the School of Physics & Mathematics of the University of Thessaloniki and Head of the Radio-Communications Group.

He was a visiting Professor in the Electrical and Computer Engineering Department at the University of Colorado, as well as at the Polytechnic

University of Madrid. He is a member of the editing committee of international journals (IEEE, JAE), chairman of the Greek branch of URSI and

member of IEEE and TEE. Mr. Sahalos participates in research and development programs in Telecommunications, Microwaves, and Biomedical

Engineering. He is the author of three books and of more than 250 articles published in scientific journals and conference proceedings.

Christos Spanos: Mr. Spanos holds a degree in Economics from the University of Athens, and a Master’s degree in Economics as well as an MBA

from the University of York, Canada. He has been working for the Commercial Bank of Greece since 1983. He holds management positions in Com-

panies of the Commercial Bank Group and since 1996, he has been serving as General Director of Hermes Mutual Funds SA. 

Apostolos Tamvakakis: Mr. A. Tamvakakis is Deputy Director of the National Bank of Greece since 1998. He holds a degree in Economics from the

Athens Economic University and holds a Master’s in Econometrics and Mathematical Economics from Saskatchewan University, Canada. From 1984

to 1986, he worked for Mobil Oil Hellas SA; from 1986 to 1989, for the Hellenic Investment bank; from 1990 for ABN AMRO Bank, where from 1993

until 1996 he served as Deputy General Manager. From December 1996 until October 1998, he was Deputy General Director of the National Mort-

gage Bank of Greece. He has been a member of Investment Committees and a Chairman or member on various 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 the Athens Club.

Phaedon-Theodoros Tamvakakis: Mr. P. Tamvakakis studied at the American College of Athens (Deree College) and specialized in Econometrics.

He holds a Master’s in Investment and Finance from the University of Exeter, Great Britain. He began his career in 1985 in ELAIS SA. He holds

management positions in financial and credit organizations and companies and has also been a member of their board of Directors. From 1997 to

2000, he was Chairman of the Vocational Training Center of 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 Investment Management Ltd. He has been the CEO of Alpha Trust

Financial Investments Services Ltd since 1997.

Spyros Floudas. Mr Floudas is a graduate lawyer of the University of Athens (1972) with a post graduate degree in European studies from the

University of Geneva (1973) and a diploma of higher federal studies from the Universities of Aosta and Nice. He speaks French and English

fluently. He was the Coordinator within the Ministry of Economy and Finance of the Working Team for the Greek Presidency of the EU in 2003.

From the 1994 to 2002 he served as the General Manager of the Hellenic Export Promotion Organization. From 1978 to 1994 he served in

several positions in the then Ministry of National Economy. He has participated in numerous State Committees and Working Parties and he has

issued many studies in conjunction with the Institut Universitaire des Etudes Europeenes de Geneve.

Chief Executive Officer

The Chief Executive Officer (CEO) is one of the 15 Members of the Board of Directors, which are elected by the Shareholders’ Meeting. The CEO

may also hold the position of Chairman of the Board of Directors. The CEO belongs to the executive members of the Board of Directors and is elect-

ed by the BoD right after the latter’s election at the Shareholders’ Meeting.

The CEO is the highest executive authority in the Company. The CEO oversees all the Company’s departments by managing their activities, makes

the necessary decisions in the context of the provisions which regulate the Company’s operation, and has authorities which directly derive from the

Articles of Association and by the decisions of the Board of Directors.

84



According to the Articles of Association, the CEO has the following authorities:

(a) The CEO represents the Company in subsidiaries, joint ventures and in every other joint business activity in Greece or abroad.

(b) He/she submits the necessary proposals to the Board of Directors in order to promote the Company’s business activities.

(c) He/she makes decisions and signs contracts up to an amount, which is approved by the Board of Directors.

(d) The CEO decides upon issues relating to the internal structures and to any type of operating rules – with the exception of the General Person-

nel Regulation – of the Company.

(e) He/she represents OTE in any actions taken either on his/her authority or that of the Board of Directors.

The Executive Vice Chairman of the Board of Directors fulfills the duties of the CEO in the event of the latter’s absence.

Executive Committee of Corporate Governance 

According to OTE’s Articles of Association, the Executive Committee of Corporate Governance is subject to the Company’s administration bodies,

such as the Board of Directors and the CEO. Fulfilling its major mission, the Committee co-ordinates and ensures the operational cohesion of the

Organization and its subsidiaries, resolves significant issues of their current management, ensures the lack of overlapping activities and conflicts

among subsidiaries for the same business activity, finally exercises every other authority granted by the Board of Directors.

The Executive Committee assists the CEO in various matters, such as (a) The selection of BoD members in subsidiaries and high-ranking officers

in both OTE and its subsidiaries. (b) The necessity of establishing joint ventures between OTE or subsidiaries and other companies, business enti-

ties and organizations, in order to promote OTE’s activities. (c) The necessity of OTE or its subsidiaries to participate in international tenders. (d)

The preparation of the tariff policy for both OTE and its subsidiaries. (e) The monitoring of OTE and subsidiaries’ financial budgets. (f) The financ-

ing and the utilization of OTE and subsidiaries’ assets, etc.

The Executive Committee has also consulting duties, as it consults the CEO on the accompanying reports of OTE’s Annual Balance Sheet, the estab-

lishment of new subsidiaries, their merger, the transfer of activities into subsidiaries, etc.

The Executive Committee meetings take place on the request of its chairman. With the presence of its chairman and at least two of its members,

the Committee is in a position to take valid decisions. The Committee also informs OTE’s Board of Directors about its activities through the CEO.

The Board of Directors convened the Executive Committee of Corporate Governance with the following Members:

Name Position

Lefteris Antonacopoulos Chairman

George Skarpelis Member

Lazaros Aggelou Member

George Argyropoulos Member

Michalis Georgandopoulos Member

Following is a list of Group’s Management Team:

Name Area of Responsibility 

Lefteris Antonacopoulos Chairman / CEO

George Skarpelis Executive Vice Chairman

Evangelos Martigopoulos CEO, Cosmote

Yorgos Ioannidis CEO, Otenet

Georgios Maniatis CEO, Hellascom International

Lazaros Aggelou Group Chief Regulatory Officer

George Argyropoulos Group Chief Technology Officer

Iordanis Aivazis Group Chief Financial Officer

Soula Evans Chief Officer for Business and Residential Customers at the Domestic 

Wireline Business unit - Greece

George Rallis Group Chief Strategic Planning Officer

Lefteris Antonacopoulos

(See above)

George Skarpelis

(See above)
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Evaggelos Martigopoulos. Mr. Martigopoulos undertook the post of CEO of COSMOTE in June 2000 while in July 2002 he was appointed head

of the Mobile Telephony Business Unit of the OTE Group. Furthermore, since August 2000 he has performed the duties of Chairman of the

Board of Directors of AMC. From June 1998 to February 2000, he was Director of Sales and Marketing in COSMOTE, while since February

2000 he undertook the post of General Commercial Director of the Company. Before working for COSMOTE, he was director of sales in Data-

bank, syNET, NCR Hellas and Digital, while he worked as systems analyst in Bull. He holds a µ.Sc. in Electronics from London University, and

a M.Sc. in Power ∂lectronics from Brunel University, UK.

Yorgos Ioannidis. Mr. Ioannidis holds an Electrical Engineering degree from the University of Bosporus, Constantinople and followed post-

graduate studies in Lowell, Institute in the U.S. He worked in OTE as Telecommunications Engineer from 1975 to 1993 and subsequently for

five years in Panafon-Vodafone as Technical Manager and Director of Software. In November 1997, he was appointed Director of Technical

Matters in COSMOTE and in January 2000 he took the post of General Manager on Technical Matters. Since June 2000, he holds the post of

CEO of OTENET. Since June 2002, he is Chairman of the Board of Directors of Voice@net by OTEnet and in July 2002 he was appointed head

of the Internet Business Unit of the OTE Group. Since April 2003, he is Chairman of the Board of Directors in cosmoONE and since June 2003

he is Chairman of the Board in INFOTE.

Georgios Maniatis: Mr. Maniatis holds a degree from the Mathematics Department of the Mathematics and Physics School of the University of

Athens, with specialization in Computers. Since 1997 and for many years he held various posts in OTE. During his term as President of the Federa-

tion of OTE Employees (OME-OTE), he was elected as a member in the Executive Committee of International Telecommunications (PTTI) and he was

also appointed member of the Executive Social Committee (OKE). He was a member of the Isomeric Committee for Telecommunications of the Euro-

pean Union (1990-1997). He has also served as a member of the Board of Directors of OTE, of the Board of Directors of COSMOTE, and of the 5-

member Executive Committee of Corporate Governance of the OTE Group. He is vice-chairman of the Southeastern Europe Institute. Since February

1998, he undertook the position of CEO of Hellascom SA and is a member of the Management Team of the OTE Group.

Lazaros Aggelou

(See above)

George Argyropoulos

(See above)

Iordanis Aivazis. Mr. Aivazis holds a degree in Economics from the Politics and Economics Department of the Law School of the University of

Athens and a Master’s of Arts (M.A) in Marketing and Finance from the School of Business Studies of Lancaster University, UK, as well as a

graduate degree in Industrial Economics from the above University. He speaks English and French. He has worked in the Hellenic Industrial

Development Bank (∂∆µ∞) (1980–1983), in the Hellenic Ammonia Industry SA, as a member of the Board of Directors (1982 – 1983), in

Bank of America (1983 – 1986), in Midland Bank (1986 – 1994), in ABN-AMRO Bank as General Manager Corporate Banking Unit (1994-

1995). He has been Vice Chairman and Executive Director of the BoD of Xios Securities SA (1998-1999), as well as Director Corporate Bank-

ing and Risk Management of Xios Bank (1995-1999). From March 1999 to November 1999, he was Director of Risk Management, Invest-

ments, and Capital Markets of the Piraeus Bank Group. From November 1999 till February 2001, he was General Manager of Egnatia Bank

SA, Vice Chairman of the Board of Directors of Egnatia Mutual Funds SA, and Chairman and CEO of Egnatia Leasing SA. From February 2001

till March 2003, he was a Member of the Board of Directors of √∆∂ International Investments and Executive Vice Chairman. In April 2003, he

was appointed as Group Chief Financial Officer.

Soula Evans. Soula Evans is a distinguished graduate of the Economics Department of Aristotle University of Thessaloniki and has a Master’s

from Birmingham University, UK, with specialization in econometrics.

She started her career as an academic. She has worked as a researcher in the London Business School in Business Strategy and has taught

Economics in the City University of London and in the University of Greenwich. From 1987 till 1991, she worked as a Management Consul-

tant with specialization in Marketing in a Management Consultants Company in London. From 1992 and for 8 years, she worked in British

Telecom responsible for vital sectors such as Marketing, Management and Development of Products, Operational Analysis and Programming,

as well as Strategic Planning. In November 1999, she undertook the General Management of Corporate and Residential Customers in Eircom,

which is the main Telecommunications Organization in Ireland, responsible for the design and implementation of commercial policy. In Septem-

ber 2002, she was appointed as Chief Officer for Business and Residential Customers at the domestic Wireline Business Unit - Greece. 

George Rallis. Mr. Rallis has a degree in Mathematics from the Aristotle University of Thessaloniki and a graduate degree in Management

Science from the University of Lancaster, UK. From 1993 to 1996, he has worked in British Telecom in positions of analysis and planning.
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From 1997 to 2001, he worked in Telestet, where from 2000 he held the position of Executive Director in Business Planning and Control. In

March 2001, he was appointed as OTE’s Investor Relations Officer and in April 2003 he undertook the position of Group Chief Strategic Plan-

ning Officer.

Chief Legal Affairs Officer

Andreas Kalogeropoulos. Mr Kalogeropoulos is an honors graduate of the University of Paris and holds a Ph.D. in law from the same univer-

sity. He has been a member of the Athens Bar Association since 1976. He has served as charged de cours at the Athens Law University (1977-

1980), Legal Counsel to the Greek government (1978-1980 and 1988-1990), as First Legal Secretary to the Court of Justice of the European

Communities (1981-1987), First Legal Secretary to the Court of Auditors of the European Communities (1990-1992), charge des cours at the

University of Paris (1995-1996), Judge of the Court of First Instance of the European Communities (1992-1998). Since 2000, he has been

President of the Adjudication Panel of the European Investment Bank  (E.I.B) and from 2001 to 2002 he was President of the European

Lawyers Association. He was appointed as Chief Legal Counsel in November 2000 and Chief Officer for Group Legal Affairs.

2.10 Audit Committee 

In April 1999, OTE established an Internal Audit Committee and approved its Operating Regulation. According to its Regulation, the Audit

Committee is comprised of three non-executive members of the Board of Directors. The object of this Committee is to assist OTE’s Board of

Directors with its overseeing responsibilities by checking the financial information that is published, the audit systems established by the man-

agement and the Board of Directors, as well as the audit process, based on the legislative and regulatory framework for the Organization’s oper-

ation and the current legislation on the operation of certified public auditors. 

The Audit Committee is convened in four regular sessions every year and may also be convened in extraordinary sessions whenever this is

deemed necessary. The specification of the Audit Committee duties is revised at least once a year and is improved in whatever way and when-

ever it is deemed necessary according to International Standards.

The authorities of the Audit Committee, among others are the following:

Review of the quarterly and annual financial results of OTE and implementation of its budget.

Consideration of the range of activities of the Internal Audit and presentation of recommendations to the Board of Directors for the approval of the

audit programs planned by the Administrative Services of the General Management of Internal Audit of OTE.

Consideration of the range of activities and the cost of auditing or non auditing services provided by external auditors.

Controlling and ensuring of the independence of external auditors.

Collection of information from the Management on risk exposure, and evaluation of the measures taken by the Management in order to control

these risks.

Re-consideration of the efficiency of the audit mechanisms and the Management-related expenses.

Performance of investigation or assignment of investigation for any issue that falls under its authority.

Pursuant to the decision on 12/18/2002 of the OTE Board of Directors, the Audit Committee was convened into a body and consists of Iakovos Geor-

ganas, chairman, and Stavros Panas and Michalis Georgantopoulos, members whose status as non-executive members was established by the OTE

Extraordinary General Meeting of Shareholders on 10/17/2002.

2.11 Internal Audit

OTE has developed the Internal Audit since 1996, that is before the 5/204/6-12-2000 decision of the Capital Markets Committee and L. 3016/2002

that created the legislative framework of Corporate Governance in Greece. OTE’s Department of Internal Auditors has been certified by ISO 9001 in

compliance with the international auditing standards.

The main role of the Internal Audit System is to aid the Company’s management and the Audit Committee in the execution of their duties, providing

independent evaluation of the efficiency and effectiveness of the Internal Audit environment and of the systems in effect, as well as their ongoing man-

agement. Its recommendations serve to constantly improve both the framework, as well as the internal audit systems, so as to operate with the max-

imum efficiency.

The Internal Audit is hierarchically independent, reports to the Board of Director, and has unlimited access to any information necessary for the ful-

fillment of its object.

Since September 2001, Mr. Theodoros Gezepis is General Manager of OTE’s Internal Audit.

2.12 Pending Judicial Disputes

OTE is involved in various claims and disputes, as a result of its normal business activities. The Company estimates that any obligations resulting

from these disputes will have no significant effect on its financial condition or its operating results. 
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With regard to OTE’s unresolved tax-related disputes pending at the Supreme Court (three appeals) made by the FAEE ATHENS IRS office for the

amount of EUR 27,803,094,509, it is noted that they have been ruled in favor of OTE at lower levels (OTE has been exempted from the payment

of stamp duties and other taxes amounting to EUR 27,800 mil. approx.) and given the Supreme Court’s established judicial practice it is not likely

that they will be overturned. 

There is also a claim by ALPHA DIGITAL SYNTHESIS S.A. against OTE for the amount of EUR 55,470,300, bearing interest as from 1/3/2002

(serving of documents), and a claim by ERT against OTE for the amount of EUR 42,945,788 bearing interest since 5/15/2002 (serving of doc-

uments), as well as two civil suits, one by “PIRAEUS LEASING SA” for EUR 11,100,526.91, which has now been limited to the sum of EUR

6,197,11.75 and one by “KOUTSOKOSTAS ILIAS & CO” for EUR 3,512,839.32. These suits may or may not escalate to judicial disputes. 

OTE has filed claims against INTRACOM S.A. and SIEMENS TELE-INDUSTRIAL for the amount of EUR 32,281,731.47. The claims were filed

in September 1994.

Furthermore, there are the following pending judicial disputes:

Employment Disputes: The OTE personnel has claims against the organization (employee benefits) that are pending before the Courts of First

Instance from 1/1/2002 to 12/31/2002 and come to the sum of EUR 31,812,339.20 in total.

OTE has a claim before the Athens Multi-person Court of First Instance against GEMPLUS CARD INTERNATIONAL amounting to EUR

1,919,687.45, which was tried on 1/9/2003. The issuing of the decision is awaited.

Differences from Franchising: OTE has claims against all Franchisees that come to the sum of EUR 4,282,777.74 in total. Out of these, the most

important is the claim against Infotel SA (OTEshop, Faliron) for the sum of EUR 1,357,783.43.

2.13 Compensation of  BoD Members and Group Chief Officers

In 2002, the total compensation paid to Members of the Board of Directors came to the sum of EUR 1,460,335.88, and the corresponding sum

paid to the Chief Officers to the sum of EUR. 1,530,001.42.
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3.1 Legislative Framework

(See page 10)

3.2 Interconnection - Local Loop

The Greek telecommunications market was fully deregulated on January 1st, 2001. Since then, a significant number of companies have been grant-

ed license to operate and provide telecommunication services by the National Telecommunications and Post Offices Committee (NTPOC). Pursuant

to L. 2867/2000, P.D. 165/1999, and the European Union Directive 97/33, and in order to promote competition in the market, OTE negotiates and

signs agreements with its competitors for the interconnection of networks, access to the local loop, as well as other services. 

The first interconnection agreements went into effect during the last months of 2001. In effect, 2002 was the first year of operation of the other

Telecommunications Providers. The telecommunications market share served by competitor networks in 2002 did not significantly affect OTE’s rev-

enues. In any case, a large part of the revenues lost by the decline in telecommunications traffic returns to OTE through revenues from wholesale cir-

cuit sales and services provided to the Carriers. 

During 2002, the following were signed and went into effect:

6 network interconnection agreements with Telecommunication Operators, which hold special operating licenses by the NTPOC.

3 agreements for the exchange of international traffic with the mobile telephony providers COSMOTE, PANAFON, and TELESTET.

There were modifications of the existing interconnection agreements with the addition of new services.

Development of Carrier Pre-selection and Number Portability services.

Agreements were made concerning Physical and Remote Co-locations (103 requests for Remote Co-location have been constructed or are under

construction, one request for Physical Co-location is under construction).

Targets for 2003 include:

Completion of the implementation of the interconnect billing system in OTE.

Completion of the process for the provision of Number Portability.

Development and provision of ADSL services (wholesale provision, i.e. Bitstream access, ATM networks, etc).

Continuous monitoring of developments in network interconnection and local loop unbundling, as well as the business practices and policies of

competitors, in order to shape OTE’s strategy against competition with respect to these activities.

3.3 Operating License

Pursuant to the provisions of L. 2246/1994 (earlier law regarding telecommunications), OTE was granted through P.D. 437/1995 (Government Gazette

Issue A’ 250), a special license to install, develop, and operate telecommunications networks and to provide any other telecommunications services (OTE

license). With L. 2867/2000 (Government Gazette Issue A’ 273) concerning the “Organization and operation of telecommunications and other provisions”

(new telecommunications law), the telecommunication market in Greece was fully deregulated as from 1/1/2001. Thereby, all exclusive rights (mainly in

voice telephony) that were granted to OTE by the then in effect legislation were abolished. From the moment the recent law was ratified, OTE operates

under conditions of full competition with all other telecommunication companies, without any exclusive rights and preferential treatment or prejudice for or

against, but is subject to equal treatment with all these telecommunications companies. With respect to the regulatory conformation of the existing, at the

time of the new law’s ratification, telecommunications companies to the provisions of article 6, paragraph 9 of the new telecommunications law, the NTPOC

was empowered to amend through decisions, published in the Government Gazette, all special licenses issued before this law was ratified, if they contained

terms that were in conflict with the new law, irrespective of the manner of the initial issue of the initial License. Pursuant to the above, the NTPOC modi-

fied OTE’s operating license in this direction through decision 229/26/14.9.2001 (Government Gazette Issue B’ 1303).

According to the new amended license, OTE is granted the right to provide, pursuant to the provisions of the current legislation, the following serv-

ices 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), for the provision of which it was granted special license by the NTPOC on 7/11/2002.
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According to the resolution of the General Shareholders’ Meeting on 3/6/1996 and pursuant to Law 2374 / 1996 for “the Listing of Hellenic

Telecommunications Organization SA on the Athens Stock Exchange (ASE) and other provisions”, the Organization’s share capital amounted to

three hundred sixteen billion four hundred ninety nine million, one hundred forty eight thousand Greek drachmas (GRD 316,499,148,000),

divided into four hundred and twenty one million, nine hundred and ninety eight thousand, eight hundred and sixty four (421,998,864) com-

mon registered shares with a nominal value of seven hundred and fifty (750) Greek drachmas per share. Subsequently, with the resolution of

the Extraordinary Shareholders’ Meeting on 6/14/1997, the Organization’s share capital was increased by an amount of twenty three billion,

seven hundred and thirty seven million, four hundred and thirty six thousand, two hundred fifty (23,737,436,250) Greek Drachmas paid in

cash, through the issue of thirty one million, six hundred and forty nine thousand, nine hundred and fifteen (31,649,915) new common regis-

tered shares, with a nominal value of seven hundred and fifty (750) Greek drachmas per share. Consequently, the Organization’s total share

capital amounted to three hundred forty billion, two hundred and thirty six million, five hundred and eighty four thousand, two hundred fifty

(340,236,584,250) Greek drachmas, divided into four hundred fifty three million, six hundred forty eight thousand, seven hundred and sev-

enty nine (453,648,779) common registered shares with a nominal value of seven hundred and fifty (750) Greek drachmas per share.

According to the resolution of the Annual Shareholders Meeting on 6/17/1998, OTE’s share capital increased by thirty seven billion, eight hun-

dred and four million, sixty five thousand Greek drachmas (37,804,065,000) due to capitalization of reserves which in turn resulted from an

asset revaluation on 12/31/1996, pursuant to the provisions of Law 2065/1992 and through the issuance of fifty million, four hundred and

five thousand, four hundred and twenty (50,405,420) new common registered shares, with a nominal value of seven hundred and fifty (750)

Greek drachmas per share. Consequently, the Organization’s total share capital amounted to three hundred seventy eight billion, forty million,

six hundred and forty nine thousand, two hundred and fifty (378,040,649,250) Greek drachmas, divided into five hundred and four million,

fifty four thousand, one hundred and ninety nine (504,054,199) common registered shares with a nominal value of seven hundred and fifty

(750) Greek drachmas per share.

In July 1999, OTE successfully proceeded with a fourth equity offering. Specifically, the Greek State offered 67.8 million shares through a pub-

lic offering and a private placement to domestic and foreign investors (USA, Canada, and Europe).

In addition, 2 million shares were offered to OTE’s personnel through private placement. In total, the Greek State offered 13.7% of the Orga-

nization’s share capital to investors and as a result the State’s participation in the latter declined to 51%, compared to 65% previously.

The offering price settled at GRD 6,500 per share as a result of a book building process.

The offering price settled at GRD 5,800 for OTE’s personnel, indicating a discount of 10% as compared to the price of the intermediate offering.

The offering took place in the period July 6 – 9/1999 whereas the total number of shares after the offering settled at 504,054,199.

After a relevant resolution by its Shareholders’ Meetings for three consecutive years – 1999, 2000 and 2001, OTE proceeded with a share

repurchase plan - buying shares through the Athens Stock Exchange and the New York Stock Exchange - in an effort to support its share price

and improve capital structure and financial ratios. OTE repurchased 2,989,010 shares during 1999, 9,645,440 shares in 2000, and 836,870

shares in 2001. On 12/31/2002, the Organization held 13,471,320 shares – or 2.672% of its total share capital - as treasury stock.

On June 25th, 2001, the Annual Shareholders’ Meeting approved the conversion of OTE stock’s nominal value from Greek drachmas into EUR.

As a result, the Organization’s nominal share capital settled at EUR 1,108,919,237.80, consisting of 504,054,199 common registered shares

with a nominal value of EUR 2.20 per share. According to the legislation, the conversion and rounding of the nominal value resulted from a

reduction - of GRD 176,418,970 or EUR 517,737.26 - in the share capital. The afore-mentioned reduction appeared on the account titled

“Difference from share capital conversion into EUR” in the Company’s financial statements.

On October 17, 2002, the Annual Shareholders Meeting approved a share capital increase resulting from an increase in the nominal value of

existing shares by EUR 0.19 per share. The implied incremental value of EUR 95,770,297.81 (504,054,199 times EUR 0.19) resulted from

capitalization of reserves due to revaluation of assets (L. 2065 / 1992).

Following these corporate actions, the Company’s share capital settled at one billion, two hundred and four million, six hundred and eighty nine

thousand, five hundred and thirty five EUR and sixty-one cents (1,204,689,535.61). The share capital was therefore divided into five hundred

and four million, fifty four thousand, one hundred and ninety nine shares (504,054,199) with a nominal value of EUR 2.39 per share. As of

12/31/2002, the Company’s shareholding structure is the following: Greek State 33.761%, Hellenic Exchangeable Finance 10.649%, Hellenic

Finance No S.C.A. 2,970%, DEKA SA 0.017%, Treasury Stock 2.672%, other shareholders (domestic – foreign) 49.931%.

The Organization is not aware of any other shareholder directly or indirectly owning more than 3% of its share capital.

In fiscal year 2002, earnings per share (EPS) were calculated at EUR 1.08 and EUR 0.64 before and after taxes, according to the Greek

Accounting Standards, whereas in fiscal year 2001, earnings per share (EPS) were calculated at EUR 1.31 and EUR 0.79 before and after

taxes.

OTE - Share Price Performance4.
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Furthermore in fiscal year 2002 earnings per share (EPS) amounted to 1.6 EUR before tax and 0.7 EUR after tax, calculated according to U.S.

Accounting Standards. Corresponding amounts for EPS 2001 were 1.5 EUR before tax and 0.8 EUR after tax.

On 12/31/2002, the price earnings (P/E) ratio settled at 9.72 (based on earnings before taxes) and 16.4 (based on earnings after taxes), where-

as in fiscal 2001, the respective ratios stood at 13.97 (before taxes) and 23.16 (after taxes).

According to the U.S. Accounting Standards on 12/31/2002 the Price/Earnings ratio per ADS was 5.6 EUR before tax and 13.4 EUR after tax,

while for 2001 the corresponding figures were 10.9 before tax and 20.6 after tax.

For fiscal year 2001, the dividend settled at EUR 0.7 per share, bringing the dividend yield in the neighborhood of 3.8% based on the share

price as at 12/31/2001. The Board of Directors is proposing an equal dividend of EUR 0.7 for fiscal year 2002, to the Annual Shareholders’

Meeting. The above dividend implies a dividend yield of 6.67%.

The dividend for distribution is equal to the total income for appropriation after the deduction of regular reserves and represents 28.48% of the

share capital.

The financial results of the Group were deemed satisfactory in fiscal year 2002 despite domestic and international recession, the liberalization

of the telecom market and the fierce competition. OTE’s financial performance has been also positive as compared to the financial results of

various international telecom operators.

It is worth noting that the Company achieved one of the highest EBITDA margins among the European telecom operators in an unfavourable

economic period. The achievement was due to efficient monitoring of its cost structure, the development of existing as well as new services, as

well as the steadily rising contribution of mobile telephony and Internet subsidiaries.

OTE Stock: Share price performance and transaction volume during 2002
OTE Stock on the Athens Stock Exchange (A.S.E.)

Month Share Price Total Monthly Transaction

(in EUR)* Volume (in EUR)

January 18.36 129,052,142,52

February 17.16 161,809,410,96

March 16.64 189,059,227,44

April 17.16 136,666,072,10

May 17.28 103,862,289,62

June 16.00 937,770,762,84

July 14.18 271,275,374,42

August 14.48 190,825,597,07

September 11.42 244,749,650,16

October 11.36 164,282,203,14

November 11.00 315,577,122,10

December 10.50 254,584,680,68

* Last session of the month.

OTE Stock on the New York Stock Exchange (N.Y.S.E.)

Share Price Total Monthly Transaction

(in USD)* Volume (in USD)

7.81 12,677,617

7.51 9,327,089

7.48 8,177,373

7.65 11,816,192

8.16 7,376,976

7.81 12,106,129

6.92 8,989,559

7.16 5,319,835

5.65 13,572,844

5.72 4,395,344

5.51 5,678,258

5.34 3,534,731
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REPORT OF INDEPENDENT AUDITORS 

To the Shareholders and the Board of Directors of Hellenic Telecommunications Organization S.A.:

We have audited the accompanying consolidated balance sheets of Hellenic Telecommunications Organization S.A. (a Greek corporation) and sub-

sidiaries as of December 31, 2001 and 2002, and the related consolidated statements of operations, shareholders’ equity and cash flows for each

of the two years in the period ended December 31, 2002. These consolidated financial statements are the responsibility of the Company’s manage-

ment. Our responsibility is to express an opinion on these consolidated financial statements based on our audits. The consolidated financial state-

ments of Hellenic Telecommunications Organization S.A. and subsidiaries as of December 31, 2000 and for the year then ended, were audited by

other auditors who have ceased operations as a foreign associated firm of the Securities and Exchange Commission Practice Section of the American

Institute of Certified Public Accountants. Those auditors expressed an unqualified opinion on those consolidated financial statements in their report

dated May 30, 2001, except with respect to the matters discussed in Notes 3 and 21(c), (d) and (e), as to which the dates were June 20, 2001

and June 28, 2001, respectively, before the disclosure adjustments described in Note 2(g).

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 account-

ing 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 Hellenic Telecom-

munications Organization S.A. and its subsidiaries as of December 31, 2001 and 2002, and the results of their operations and their cash flows for

each of the two years in the period ended December 31, 2002, in conformity with accounting principles generally accepted in the United States.

As discussed above, the consolidated financial statements, of Hellenic Telecommunications Organization S.A., as of and for the year ended Decem-

ber 31, 2000, were audited by other auditors who have ceased operations as a foreign associated firm of the Securities and Exchange Commission

Practice Section of the American Institute of Certified Public Accountants. As described in Note 2(g), these consolidated financial statements have

been revised to include the transitional disclosures required by Statement of Financial Accounting Standards (“Statement”) No. 142, “Goodwill and

Other Intangible Assets”, which was adopted by the Company as of January 1, 2002. Our audit procedures with respect to the disclosures in Note

2(g) with respect to 2000 included (a) agreeing the previously reported net income to the previously issued consolidated financial statements and

the adjustments to reported net income representing amortization expense (including any related tax effects) recognized in those periods related to

goodwill and intangible assets that are no longer being amortized to the Company’s underlying records obtained from management, and (b) testing

the mathematical accuracy of the reconciliation of adjusted net income to reported net income, and the related net income per share amounts. In our

opinion, the disclosures for 2000 in Note 2(g) are appropriate. However, we were not engaged to audit, review, or apply any procedures to the 2000

consolidated financial statements of the Company other than with respect to such disclosures and, accordingly, we do not express an opinion or any

other form of assurance on the 2000 consolidated financial statements taken as a whole. 

ERNST & YOUNG ASSOCIATED CERTIFIED

PUBLIC ACCOUNTANTS

Athens, Greece

June 6, 2003

(except with respect to the matters

discussed in Notes 3 and 6(a), 

as to which the date is June 30, 2003)
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The audit report of Arthur Andersen, our former independent public accountants for the year ended December 31, 2000, which is set forth below, is

included in this Annual Report on Form 20-F for purposes of including the opinion of Arthur Andersen on our financial statements for the fiscal year

ended December 31, 2000. Our financial statements for the fiscal years ended December 31, 2001 and 2002, have been audited by and are report-

ed on by Ernst & Young and SOL S.A. on page F-1 of this Annual Report on Form 20-F.

The audit report set forth below is a copy of the original audit report dated May 30, 2001, rendered by Arthur Andersen that was included in our

Annual Report on Form 20-F for 2001 filed on July 15, 2002. We are including a copy of the May 30, 2001, Arthur Andersen audit report pursuant

to Rule 2-02(e) of Regulation S-X under the Securities Exchange Act of 1934. Your ability to assert claims against Arthur Andersen based on its report

may be limited. This audit report has not been reissued by Arthur Andersen in connection with this filing Ôf the Annual Report of Form 20-F.

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 sub-

sidiaries 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 account-

ing 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 2001 2002 2002

Notes P P U.S.$

ASSETS

Current assets:

Cash and cash equivalents 2 (m) 346.8 447.5 528.1

Restricted time deposit 1 (f) 12.8 - -

Accounts receivable, net of allowance for doubtful accounts 

of j 124.2 and j 143.7 as of December 31, 2001 and 2002, respectively 4 998.4 1,164.5 1,374.1

Due from related parties 5 172.5 200.2 236.2

Advances to EDEKT OTE, TAP-OTE and auxiliary funds 12 44.9 31.8 37.5

Loans and advances to employees 12 24.9 28.4 33.5

Subsidies receivable 7 22.4 22.4 26.4

Materials and supplies 2 (f) 106.4 66.5 78.5

Deferred income taxes 10 6.2 8.6 10.2

Other current assets 128.0 154.1 181.8

Total current assets 1,863.3 2,124.0 2,506.3

Other assets:

Investments in and advances to associates 2 (a), 6 (a) 653.5 523.9 618.2

Investments in satellite organizations 2 (a), 6 (b) 37.3 37.3 44.0

Available-for-sale marketable securities 2 (u) 24.6 12.4 14.6

Advances to EDEKT OTE, TAP-OTE and auxiliary funds 12 330.1 305.5 360.5

Loans and advances to employees, net of current portion 12 37.6 51.2 60.4

Deferred income taxes 10 55.1 131.0 154.6

Other long-term receivables 41.7 59.1 69.8

Total other assets 1,179.9 1,120.4 1,322.1

Telecommunication property, plant and equipment 2 (i), 7 7,649.5 8,734.5 10,306.7

Less: Accumulated depreciation (2,809.4) (3,470.0) (4,094.6)

4,840.1 5,264.5 6,212.1

Telecommunication licences 2 (e) 381.2 431.1 508.7

Less: Accumulated amortization (11.6) (23.5) (27.7)

369.6 407.6 481.0

Goodwill resulting from consolidated subsidiaries 2 (g) 154.0 76.8 90.6

Less: Accumulated amortization (22.3) (7.0) (8.3)

131.7 69.8 82.3

TOTAL ASSETS 8,384.6 8,986.3 10,603.8

Exchange rate used for the convenience translation of the December 31, 2002 balances: j 1.00 to U.S. $ 1.18

The accompanying notes are an integral part of these consolidated balance sheets. 

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 
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December 31,

Amounts in millions, except share and per share data 2001 2002 2002

Notes P P U.S.$

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:

Short-term borrowings 8 123.4 292.8 345.5

Current maturities of long-term debt 11 391.0 41.6 49.1

Accounts payable 722.5 816.9 963.9

Accrued and other liabilities 9.12 364.0 355.7 419.7

Deferred revenue 2 (q) 122.2 137.8 162.6

Income taxes payable 10 244.4 170.2 200.8

Dividends payable 15 6.7 7.7 9.1

Total current liabilities 1,974.2 1,822.7 2,150.7

Long-term liabilities:

Long-term debt, net of current maturities 11 1.942.3 2.576.2 3.039.9

Reserve for staff retirement indemnities 12 262.5 263.2 310.6

Reserve for Youth Account 12 293.7 352.8 416.3

Other long-term liabilities 12 128.2 143.3 169.1

2,626.7 3,335.5 3,935.9

Minority interests 254.6 332.1 391.9

Shareholders' equity:

Share capital, nominal value j 2.20 and j 2.39 each at December 31, 

2001 and 2002, respectively 

(504,054,199 shares authorized, issued and outstanding at 

December 31, 2001 and 2002) 13 1,108.9 1,204.7 1,421.6

Paid-in surplus 596.3 506.9 598.1

Treasury stock (13,471,320 shares at December 31, 2001 and 2002) 13 (272.6) (272.6) (321.7)

Legal reserve 14 229.8 246.2 290.5

Retained earnings 1,916.3 1,900.1 2,242.1

Accumulated other comprehensive income / (loss) (45.2) (85.7) (101.0)

Unaccrued compensation (4.4) (3.6) (4.3)

Total shareholders' equity 3,529.1 3,496.0 4,125.3

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 8,384.6 8,986.3 10,603.8

Exchange rate used for the convenience translation of the December 31, 2002 balances: j1.00 to U.S. $ 1.18

The accompanying notes are an integral part of these consolidated balance sheets. 

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 
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Year ended December 31,

Amounts in millions, except share and per share data 2000 2001 2002 2002

Notes P P P U.S. $

Revenues: 

Domestic telephony 19 2,016.5 2,169.1 2,120.5 2,502.2

International telephony 19 398.7 382.2 349.9 412.9

Mobile telephony services 19 375.4 656.9 950.3 1,121.4

Other revenues 19 805.6 864.3 888.2 1,048.0

Total revenues 3,596.2 4,072.5 4,308.9 5,084.5

Operating expenses:

Payroll and employee benefits (827.0) (837.6) (873.5) (1,030.7)

Payments to international operators (232.2) (224.1) (204.4) (241.2)

Payments to mobile telephony operators (437.4) (424.4) (559.6) (660.3)

Depreciation and amortization (504.0) (589.8) (700.2) (826.2)

Other 20 (740.8) (878.5) (951.2) (1,122.5)

Total operating expenses (2,741.4) (2,954.4) (3,288.9) (3,880.9)

Operating income 854.8 1,118.1 1,020.0 1,203.6

Other income/(expense):

Interest expense 8. 11 (109.0) (131.5) (118.4) (139.7)

Interest income 93.9 60.5 63.1 74.5

Foreign exchange (losses) / gains, net 2 (d) (52.4) 5.1 (17.7) (20.9)

Write down of investments 6 (15.1) (256.3) (116.4) (137.4)

Losses on investments (3.9) (11.1) (20.1) (23.7)

Gains on sale of investments 1 (a), 2 (a) 298.0 2.9 - -

Other expense, net 12 (11.0) (44.5) (22.3) (26.3)

200.5 (374.9) (231.8) (273.5)

Income before provision for income taxes

and minority interests 1,055.3 743.2 788.2 930.1

Income taxes 10 (402.8) (268.8) (304.4) (359.2)

Income before minority interests 652.5 474.4 483.8 570.9

Minority interests (23.8) (79.2) (97.7) (115.3)

Net income before cummulative effect of accounting change 628.7 395.2 386.1 455.6

Cummulative effect of accounting change for SFAS 

No. 142, net of income taxes - - (40.3) (47.6)

Net Income 628.7 395.2 345.8 408.0

Earnings per share (basic and diluted) 2 (s) 1.3 0.8 0.7 0.8

Weighted average number of shares outstanding 498,888,534 490,970,480 490,582,879 490,582,879

Exchange rate used for the convenience translation of the December 31, 2002 balances: j 1.00 to U.S. $ 1.18

The accompanying notes are an integral part of these consolidated statements.

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS  
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Accumulated

Other 

Comprehensive Share Paid-in Treasury Legal Unaccrued Retained Comprehensive

Notes Income Capital Surplus Stock Reserve Compensation Earnings Income/(Loss) Total

Balance, December  31, 1999 1,109.4 590.3 (64.3) 182.5 - 1,609.0 (42.7) 3,384.2

Net income 628.7 - - - - - 628.7 - 628.7

Transfer to legal reserve 14 - - -  26.4 -  (26.4) - (0.0)

Dividends declared 15 - - - - - (323.3) - (323.3)

Treasury stock acquired - - (194.9) - - - - (194.9)

Unaccrued comprehensive income:

Foreign currency translation (32.0) - - - - - - (32.0) (32.0)

Comprehensive income 596.7

Balance, December 31, 2000 1,109.4 590.3 (259.2) 208.9 0.0 1,888.0 (74.7) 3,462.7

Net income 395.2 - - - - - 395.2 - 395.2

Transfer to legal reserve 14 - - - 20.9 - (20.9) - 0.0

Dividends declared 15 - - - - - (346.0) - (346.0)

Decrease in nominal value of shares (0.5) 0.5 - - - - - 0.0

Treasury stock acquired - - (13.4) - - - - (13.4)

Deferred compensation - 5.5 - - (4.4) - - 1.1

Other comprehensive income:

Unrealized gain on available-for-sale 

securities, net of j 1.1 tax 2.1 - - - - - - 2.1 2.1

Foreign currency translation 27.4 - - - - - - 27.4 27.4

Comprehensive income 424.7

Balance, December 31, 2001 1,108.9 596.3 (272.6) 229.8 (4.4) 1,916.3 (45.2) 3,529.1

Net income 345.8 - - - - - 345.8 - 345.8

Transfer to legal reserve 14 - - - 16.4 - (16.4) - 0.0

Dividends declared 15 - - - - - (345.6) - (345.6)

Issuance of share capital 95.8 (95.8) - - - - - 0.0

Additional minimum liability for Youth 

Account, net of j 17.7 tax (32.9) - - - - - - (32.9) (32.9)

Deferred compensation - 6.4 - - 0.8 - - 7.2

Other comprehensive income:

Other than temporary impairment on

available-for-sale securities, net of

j 1.1 tax (2.1) - - - - - - (2.1) (2.1)

Foreign currency translation (5.5) - - - - - - (5.5) (5.5)

Comprehensive income 305.3

Balance, December 31, 2002 1,204.7 506.9 (272.6) 246.2 (3.6) 1,900.1 (85.7) 3,496.0

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES 
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Year ended December 31,
Amounts in millions 2000 2001 2002 2002

P P P U.S. $
Cash Flows from Operating Activities:
Net income 628.7 395.2 345.8 408.0 
Adjustments to reconcile to net cash provided by operating activities:
Depreciation and amortization 504.0 589.8 700.2 826.2 
Deferred income taxes 158.4 (94.3) (59.6) (70.3) 
Provision for doubtful accounts 87.8 83.1 89.8 106.0 
Provision for staff retirement indemnities and youth account 62.6 61.4 78.9 93.1 
Provision for additional payments to TAP-OTE - 50.2 - -
Amortization of payments to EDEKT - OTE - - 36.0 42.5 
Minority interests 23.8 79.2 97.7 115.3 
Deferred compensation - 1.1 7.2 8.5 
(Gain)/ Loss on sale of investments (298.0) (2.9) - -
Losses on investments 3.9 11.1 20.1 23.7 
Write down of investments 15.1 256.3 178.4 210.5 
(Increase)/decrease in:
Accounts receivable (182.1) (142.5) (255.9) (302.0) 
Due from related parties (40.5) (32.7) (34.1) (40.2) 
Materials and supplies (11.8) (22.3) 39.9 47.1 
Other current assets (32.6) (26.9) (21.9) (25.8) 
Increase/(decrease) in:
Accounts payable 65.6 136.0 94.4 111.4 
Due to related parties (1.2) - - -
Accrued and other liabilities 137.3 132.5 (9.6) (11.4) 
Deferred revenue 5.5 20.1 15.6 18.4 
Income taxes payable (87.9) 171.9 (74.2) (87.6) 
Loans and advances to employees (19.1) (21.5) (33.4) (39.4) 
Repayment of loans and advances to employees 21.8 17.9 16.2 19.1 
Advances and payments to EDEKT, TAP-OTE and auxiliary funds (24.6) (371.3) (1.7) (2.0) 
Payment of staff retirement indemnities and youth account, 
net of employees' contributions (70.4) (68.4) (69.7) (82.3) 
Other long-term receivables (46.6) (36.7) (17.4) (20.3) 
Net Cash provided by Operating Activities 899.7 1,186.3 1,142.7 1,348.5 
Cash Flows from Investing Activities:
Capital expenditures (1,044.9) (1,360.1) (1,112.9) (1,313.3) 
Telecommunications licences fees (11.8) (291.1) (49.9) (58.9) 
Payment for purchase of subsidiary, net of cash acquired (37.1) (47.2) - -
Minority interest on previously equity accounted investment - - 7.8 9.2 
Investments in and advances to associates (25.1) (73.2) (7.5) (8.9) 
(Decrease) / increase in restricted cash - (12.8) 12.8 15.1 
Proceeds from sale of investments 215.5 9.5 - -
Net Cash used in Investing Activities (903.4) (1,774.9) (1,149.7) (1,356.8) 
Cash Flows from Financing Activities:
Treasury stock acquired (194.9) (13.4) - -
Net change in short-term borrowings (23.3) 116.0 169.4 199.9 
Increase in long-term debt 1,725.3 412.8 734.7 867.0 
Repayment of long-term debt (723.9) (219.2) (437.1) (515.8) 
Proceeds from EU subsidies for investing activities (see Note 2(i) and 7) - 25.3 - -
Proceeds from issuance of minority shareholders 167.0 3.8 - -
Dividends paid (202.6) (309.1) (338.2) (399.1) 
Dividends paid to minority shareholders - (6.4) (20.4) (24.1) 
Net Cash provided by Financing Activities 747.6 9.8 108.4 127.9 
Effect of exchange rate changes on cash 0.6 1.5 (0.7) (0.8) 
Net Increase/ (Decrease) in Cash and Cash Equivalents 744.5 (577.3) 100.7 118.8 
Cash and cash equivalents at beginning of year 179.6 924.1 346.8 409.3 
Cash and Cash Equivalents at end of year 924.1 346.8 447.5 528.1 
Supplemental disclosures of Cash Flow Information:
Cash paid for:
- interest, net of amounts capitalized 54.4 128.0 113.3 133.7 
- income taxes 328.1 193.4 416.5 491.5 

382.5 321.4 529.8 625.2 

Exchange rate used for the convenience translation of the December 31, 2002 balances:j 1.00 to U.S. $ 1.18
The accompanying notes are an integral part of these consolidated statements.

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES 
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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 Société 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 mar-

ket is open to competition. At December 31, 2002, OTE had a total of approximately 6.3 million access lines in service in Greece.

OTE also benefited from an extension of the deadline under European Union (“EU”) regulations for the introduction of number portability and carrier

selection and pre-selection to January 1, 2003. Number portability is expected to become available in July 2003, once certain technical problems

between OTE’s and other operators’ networks have been resolved. Carrier pre-selection for international calls was implemented in December 2002,

while carrier pre-selection for national, local and mobile calls was introduced on February 1, 2003.

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 dis-

posals of the Group’s subsidiaries during the years presented.

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(All amounts are presented in millions of Euro, unless otherwise stated)

Ownership Interest at December 31,

Company Name Line of Business 2001 2002

(a) COSMOTE MOBILE 

TELECOMMUNICATIONS S.A. (“Cosmote”) Mobile telecommunication services 58.98% 58.97%

(b) ARMENIA TELEPHONE 

COMPANY (“ArmenTel”) Provider of fixed line and mobile telecommunication 

services in the Republic of Armenia 90.00% 90.00%

(c) OTE INTERNATIONAL INVESTMENTS LTD Investment holding company 100.00% 100.00%

(d) COSMO-HOLDING ALBANIA S.A. (“CHA”) Investment holding company 57.21% 57.21%

(e) COSMO BULGARIA MOBILE EAD (“Globul”) Mobile telecommunication services 100.00% 100.00%

(f) MTS MOBILE TELECOMMUNICATION 

SERVICES A.D. – SKOPJE (“MTS”) Mobile telecommunication services 100.00% 100.00%

(g) OTE LEASING S.A. (“OTE Leasing”) Leasing Services 0.00% 0.00%

(h) COSMO-ONE HELLAS MARKET SITE S.A. 

(“COSMO-ONE”) E-commerce services 41.33% 41.33%

(i) OTE MTS Holding B.V. Investment holding company 100.00% 100.00%

(j) OTE AUSTRIA HOLDING GMBH Investment holding company 100.00% 100.00%

(k) HELLAS SAT CONSORTIUM LIMITED Provider of satellite communications 25.00% 85.00%
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1. COMPANY'S FORMATION AND OPERATIONS (Continued):

(a) 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 n 9.39 (nine point thirty nine Euro) 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 n 294.6, which is included in “Other income/(expense)” in the accom-

panying 2000 consolidated statement of operations.

(b) ArmenTel: On March 3, 1998, OTE purchased a 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 n 120.3. 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 n 77.3 and through December 31, 2001, was amortized on a straight-line basis over 20 years. Effective January 1, 2002,

with the adoption of SFAS No. 142, the Group is no longer amortizing goodwill and is instead testing it for impairment at least annually. See Note

2(g) for further information regarding the adoption of this standard and the related goodwill tests.

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 an exclusive right for fifteen years, ending in 2013, with an option for additional fifteen years,

for all telecommunication services throughout Armenia including wireless paging, mobile telephony and cable television.

(c) 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 an initial 35% interest in Romtelecom S.A. (“Romtelecom”), the public switch network operator

in the Republic of Romania (see Note 6).

(d) 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, 85% of the share capital

of the Albanian Mobile Communications (“AMC”) Sh.a, for a consideration of approximately n 93.6. Of this amount, approximately n 46.4 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 n 76.8 and through December 31, 2001, was amortized on a straight-line basis over 15

years. Effective January 1, 2002, with the adoption of SFAS No. 142, the Group is no longer amortizing goodwill and is instead testing it for

impairment at least annually. See Note 2(g) for further information regarding the adoption of this standard and the related goodwill tests.

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 proforma effect assuming the acquisition took place at the beginning of

2000 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 2002, 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.

(e) Globul: Globul, OTE’s wholly owned subsidiary, was incorporated during 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 Commis-

sion for a consideration of n 144.2, was transferred to Globul at cost, such license being amortized over its term of fifteen years.

(f) MTS: MTS was incorporated in Skopje on November 20, 2001, as OTE’s wholly owned subsidiary, for the purpose of providing mobile telecom-

munication 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

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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1. COMPANY'S FORMATION AND OPERATIONS (Continued):

for a consideration of n 28.5 for a term of 22 years. The amortization of the license will commence once the related network is complete and

operational. Out of this amount, n 15.7 was paid on November 26, 2001 and the remaining amount of n 12.8 was held in escrow, to account

for possible challenges to the validity of the award which was pending before competent courts. Following, a verdict of the Supreme Court of the

Republic of Macedonia issued in June 2002, the funds held in escrow account were released and the balance of the consideration was paid.

(g) OTE Leasing: On December 11, 2001, OTE disposed of its wholly owned subsidiary, OTE Leasing, to Piraeus Financial Leasing S.A., a subsidiary

of Piraeus Bank S.A. for a consideration of n 21. The results of OTE Leasing up to the date of its disposal are included in the Group’s consoli-

dated results of operations. Out of the sale proceeds, n 5.9 was collected in cash and the balance of n 15 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 included under the caption “Available-for-sale

marketable securities” in the accompanying 2001 and 2002 consolidated balance sheets. As a result of this sale, OTE recognized a pre-tax gain

of n 0.1, which is included in “Other income / (expense)” in the 2001 consolidated statement of operations (see also Note 16). The disposal of

OTE Leasing had no material effect on the Group’s financial position or results of operations.

(h) COSMO-ONE: In 2001, the Group sold a 9.87% of its participating interest in COSMO-ONE for a consideration of  n1.1. This sale resulted to a

pre-tax gain of n 0.21. Furthermore, in 2001, the Group did not exercise its preemptive rights in COSMO-ONE’s share capital increase, and,

accordingly, its interest therein decreased by a further 10.34%. After the above noted transactions OTE’s participating interest in COSMO-ONE

fell from 61.54% in 2000 to 41.33%. OTE maintained control of COSMO-ONE since 26% is held by itself, and 26% is held by Cosmote.

(i) OTE MTS Holding B.V.: OTE MTS Holding B.V., OTE’s wholly owned subsidiary, was incorporated during 2001 for the purpose of acquiring OTE’s

interest in MTS (See (f) above).

(j) OTE AUSTRIA HOLDING GMBH: OTE AUSTRIA HOLDING GMBH, OTE’s wholly owned subsidiary, was incorporated during 2001 under the laws

of Austria, for the purpose of acquiring OTE’s interest in Globul (See (e) above).

(k) Hellas Sat Consortium Limited: Hellas Sat Consortium Limited was incorporated in Cyprus on August 9, 2001, as a limited liability company. In

2002, OTE increased its participation in Hellas Sat Consortium Limited from 25% to 85% through a share capital increase of approximately.

40.2. The share capital increase did not generate any goodwill since the Company will commence operations in 2003.

Hellas Sat Consortium Limited is to provide space segment capacity, telecommunication and broadcast services through its own satellite. The satel-

lite was successfully launched into orbit on May 14, 2003.

2. SIGNIFICANT ACCOUNTING POLICIES:

(a) 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 elimi-

nated 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 and is 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  

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued):

adjustments similar to those made in preparing consolidated financial statements including adjustments to eliminate intercompany gains and loss-

es, and to amortize, if appropriate, any difference between investor cost and underlying equity in net assets of the investee at the date of acquisi-

tion. 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 at cost and adjusted for impairment whenever facts and

circumstances determine that a decline in fair value below the cost basis is other than temporary.

(b) 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”).

(c) 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 con-

solidated financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from

those estimates.

(d) Foreign Currency Translation: 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 (n) was fixed at Drs. 340.75: n 1.00. Effective Jan-

uary 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. Transactions involving other currencies are translated into Euro (or Greek Drachmae through December 31, 2001) 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.

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 Euro (or Greek Drachmae through December 31, 2001) using

exchange rates at the end of each reporting period. Revenues and expenses are translated at the average exchange rates prevailing during the peri-

od. Cumulative translation gains and losses are reported as cumulative translation adjustment in “Accumulated Other Comprehensive Income/

(Loss)”, a separate component of shareholders’ equity. Transaction gains and losses are reported in the consolidated statements of operations.

(e) Telecommunication Licences: Pursuant to the New Telecommunications Law 2867/2000 and Decision 229/26/9-10-2001 issued by the Greek

Telecommunications and Postal Commission (“EETT”), OTE was granted a license for providing telecommunication services. In accordance 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 n 41.9 for providing terrestrial mobile telecom-

munication 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.

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued):

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 n 11.8. 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

n 161.4. Of this amount, n 112.9 was paid in August 2001, while the remaining balance of n 48.5 will be paid, interest-free, in three equal

annual installments, commencing in December 2005. The 3G License and the related outstanding liability are presented in the accompanying

consolidated balance sheets at their discounted present values (fair value). The discounted present value of the outstanding liability at the acqui-

sition date of the 3G License amounted to approximately n 35.5, which has been increased with the notional interest through December 31,

2001 and 2002, of approximately n 0.9 and n 5.9. The total liability at December 31, 2001 and 2002, amounted to approximately n 36.4

and n42.3, respectively and is included in “Other long-term liabilities” in the accompanying consolidated balance sheets. The notional interest of

approximately n 0.9 and n 5.9 referred to above is included in interest expense in the accompanying 2001 and 2002 consolidated statements

of operations. The discounted present value of the 3G License at the acquisition date amounted to approximately n 155.3. Interest is being cap-

italized to the cost of the 3G License during the related network’s construction period. Interest capitalized through December 31, 2001 and 2002,

amounted to approximately n 2.9 and n 4.1, respectively. Furthermore, amortization of the 3G License will commence only once the related net-

work is complete and operational.

On August 29, 2002, Cosmote was awarded a GSM 900 License for a term of fifteen (15) years at a cost of n 38.2.

(f) 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.

(g) Goodwill: Goodwill is the excess of the purchase price over the fair value of net identifiable assets acquired in business combinations accounted for

as a purchase. Prior to January 1, 2002, goodwill was amortized on a straight-line basis over periods not exceeding twenty (20) years. Effective

with the adoption of SFAS No. 142 on January 1, 2002, the Group is no longer amortizing goodwill, and is instead testing it for impairment at least

annually. The goodwill impairment test is a two-step process that requires goodwill to be allocated to reporting units. In the first step, the fair value

of the reporting unit is compared to the carrying value of the reporting unit. If the fair value of the reporting unit is less than the carrying value of

the reporting unit, a goodwill impairment may exist, and the second step of the test is performed. In the second step, the implied fair value of the

goodwill is compared to the carrying value of the goodwill and an impairment loss is recognized to the extent that the carrying value of the good-

will exceeds the implied fair value of the goodwill. As a result of the adoption of SFAS No. 142, the Group has re-assessed the classification of its

previously acquired goodwill. The assessment did not result in any adjustments to previously recorded amounts. The completion of the first step of

the goodwill impairment test, indicated potential impairment of goodwill relating to Armentel. Consequently, the Group completed the second step

of the goodwill impairment test, as a result of which, unamortized goodwill of Armentel of n 62.0 as of January 1, 2002, net of the related deferred

income tax of n 21.7 was written off and reflected as “Cumulative effect of accounting change for SFAS No. 142, net of income taxes”, in the

accompanying 2002 consolidated statement of operations. The Group has also acquired goodwill of approximately n 70 on AMC included in seg-

ment “All other”. The fair value of its reporting unit was above the carrying amount both at January 1 and December 31, 2002.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued):

The following table summarizes and reconciles net income for the years ended December 31, 2000, 2001 and 2002, adjusted to exclude amor-

tization expense recognized in such periods related to goodwill that is no longer amortized:

Year ended December 31,

2000 2001 2002

Reported net income before cumulative effect of accounting change 628.7 395.2 386.1

Add back after tax amount for goodwill amortization 17.7 20.6 -

Adjusted net income before cumulative effect of  accounting change 646.4 415.8 386.1

Basic and diluted income per share:

Reported net income before cumulative effect of accounting change 1.30 0.80 0.80

Add back after tax amount for goodwill amortization 0.04 0.04 -

Adjusted basic and diluted net income per share before cumulative effect of accounting change 1.34 0.84 0.80

(h) Impairment of Long-Lived Assets: The U.S. Financial Accounting Standards Board issued SFAS No. 144 “Accounting for the Impairment or

Disposal of Long-Lived Assets”, which addresses financial accounting and reporting for the impairment or disposal of long lived assets and

supercedes SFAS No. 121 “Accounting for the Impairment of Long-Lived Assets to be Disposed of” and the accounting and reporting provi-

sions of APB Opinion No. 30, “Reporting the Results of Operations for a Disposal of a Segment of a Business”. The Group adopted SFAS No.

144 as of January 1, 2002, without any effect on the Group’s financial position and results of operations. The standard requires that long-

lived assets and certain identifiable intangibles held and used or disposed of by an entity be reviewed for impairment whenever events or

changes in circumstances indicate that the carrying amount of the assets may not be recoverable. An impairment loss for an asset held for

use should be recognized, when the estimate of undiscounted cash flows, excluding interest charges, expected to be generated by the use of

the asset is less than its carrying amount. Conditions which may indicate that an impairment exists include an economic downturn in a mar-

ket or a change in the assessment of future operations. Measurement of the impairment loss is based on the fair value of the asset, which is

computed using discounted cash flows.

(i) 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 consolidated statements of operations. An impairment loss is recognized when the estimated expect-

ed future cash flows (undiscounted and without interest) are less than the carrying amount of the asset under SFAS No. 144. 

(j) Depreciation: Depreciation is computed based on the straight-line method at rates, which approximate average estimated economic useful lives.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued):

(k) 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 con-

solidated statements of operations and consist of the present value of benefits earned in the year, interest cost on the benefits obligation, prior serv-

ice cost and actuarial gains or losses. Prior service costs are recognized on a straight-line 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.

(l) 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 lia-

bilities, 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.

(m) 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.

(n) Advertising Costs: Advertising costs are expensed as incurred (see Note 20).

(o) Research and Development Costs: Research and development costs are expensed as incurred. Such costs for the years ended December 31,

2000, 2001 and 2002 amounted to n 7.9, n 5.2 and n 9.9 respectively, and are included in “Other operating expenses” in the accompany-

ing consolidated statements of operations.

(p) 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 2000 amounted to n 32.3 per year, which amount is included in “Other revenues” in the accompanying 2000 consolidat-

ed statement of operations. The respective receivable as of December 31, 2000, 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.

(q) 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 charges: Connection charges 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.

Monthly network service fees: Revenues related to the monthly network service fees are recognized in the month that the telecommunication

service is provided. 

Usage Charges and Value Added Services Fees: Call fees consist of fees based on airtime and traffic generated 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
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued):

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, in line with Accounting Principles Board (“APB”) Opinion No. 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 were approximately  n367.5 and n 239.1

as of December 31, 2001 and 2002, 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 achieve-

ment 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).

Effective January 1, 2002, the Company adopted the Emerging Issues Task Force (“EITF”) Issue No. 01-9, “Accounting for Consideration Given by

a Vendor to a Customer or a Reseller of the Vendor’s Products”. The adoption of Issue No. 01-9 by the Group did not have any effect on its consol-

idated statements of operations for the years presented.

(r) 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 report-

ing 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.

(s) Earnings per Share: Basic and diluted earnings per share are computed by dividing net income by the weighted average number of shares out-

standing during each year. In accordance with SFAS No. 128, the effect of options outstanding at December 31, 2001 and 2002, has been com-

puted using the treasury stock method. The number of shares granted under the Share Option Plans during 2000, 2001 and 2002, did not affect

diluted earnings per share, because the impact of stock options was antidilutive. The difference between outstanding shares and weighted aver-

age number of shares outstanding used for both basic and diluted earnings per share is attributable to purchases of treasury stock for 2000 and

2001. There were no treasury stock transactions in 2002.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued):

(t) Stock-Based Compensation: The Group accounts for stock-based awards to employees using the intrinsic value method prescribed in APB Opin-

ion No. 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 “intrin-

sic 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.

The following table illustrates the effect on net income and earnings per share if the Group had applied the fair value recognition provisions of

SFAS No. 123, to stock-based employee compensation.

Year ended December 31,

2000 2001 2002

Net Income as reported 628.7 395.2 345.8

Add: Stock-based employee compensation expense included in net income - 1.5 8.1

Deduct: Total stock-based compensation expense determined under fair value based

method for all awards (0.2) (4.0) (38.9)

Minority interests for Cosmote plans - 1.0 12.6

Pro forma net income 628.5 393.7 327.6

Earning per share – Basic and diluted:

Basic – as reported 1.3 0.8 0.7

Basic – pro forma 1.3 0.8 0.7

(u) 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 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. The fair value of these securities was below cost throughout 2002. The Group considered such reduction in value to be other than

temporary, and consequently, recognized in the accompanying 2002 consolidated statement of operations a loss of n 8.8.

(v) 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, 2000, 2001 and 2002, amounted to n 0.6, n 0.7 and n 0.7, respectively and is included in “Interest expense” in the

accompanying consolidated statements of operations.

(w) Accumulated Other Comprehensive Loss: As of December 31, 2000 and 2001, accumulated other comprehensive loss amounted to n 74.7

and n 45.2, respectively, mainly comprising of foreign currency translation and unrealized gain on available-for-sale securities. As of December

31, 2002, accumulated other comprehensive loss amounted to n 85.7, including foreign currency translation loss of n 52.8 and the additional

minimum liability for Youth Account of n 32.9, net of n 17.7 tax.

(x) 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.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued):

In fiscal year 2001, the Group entered into interest rate swaps to cover the change in the fair value of its fixed-rate Eurobond (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 qual-

ity of its derivative counter parties, the Group does not believe it is necessary to obtain collateral arrangements. For financial reporting pur-

poses, 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 and 2002, amounted to n 11.3 and n 25.3, respectively and

is included in “Other current assets” in the accompanying consolidated balance sheets. Net loss for 2001 and net gain for 2002 resulted

from these derivative instruments amounted to n 7.1 and n 14.0, respectively, and are included in “Other income/(expense)” in the accom-

panying 2001 and 2002 consolidated statements of operations.

In fiscal year 2002, Cosmote, the Group’s consolidated subsidiary, entered into cross currency swaps to hedge against changes in the fair value

of certain of its foreign currency denominated debt relating to changes in foreign currency exchange rate. These swaps qualified for hedge account-

ing as fair value hedges and their fair value at December 31, 2002, of approximately n 13 is recorded as a derivative liability and included in

other long-term liabilities in the accompanying 2002 consolidated financial statements.

(y) Recent Accounting Pronouncements: Recent Statements of Financial Accounting Standards issued by the Financial Accounting Standards Board

(“FASB”) are summarized as follows: 

(i) 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. Adoption of SFAS No. 143 is not expected to have material effect on the Group’s consolidated finan-

cial statements.

(ii) SFAS No. 145: In April 2002, the FASB issued SFAS No. 145, “Rescission of FASB Statements No. 4, 44, Amendment of FASB Statement No.

13, and Technical Corrections”, which is effective for fiscal years beginning after May 15, 2002. This statement requires most gains and losses from

extinguishment of debt to be presented as a gain or loss from continuing operations rather than as an extraordinary item. APB Opinion No. 30. 

“Reporting the Results of Operations, Reporting Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently

Occurring Events and Transactions” will now be used to classify those gains and losses. This Statement also amends FASB No. 13, which

requires that certain capital lease modifications be treated as a sale-leaseback transaction. Adoption of SFAS No. 145 is not expected to have

a material effect on the Group’s consolidated financial statements.

(iii) SFAS No. 146: In July 2002, the FASB issued SFAS No. 146, “Accounting for Costs Associated with Exit or Disposal Activities”. SFAS

No. 146 replaces EITF Issue No. 94-3, “Liability Recognition for Certain Employee Termination Benefits and Other Costs to exit an Activ-

ity” (including Certain Costs Incurred in a Restructuring), and changes the timing of recognition for certain exit costs associated with

restructuring activities. Under SFAS No. 146 certain exit costs would be recognized over the period in which the restructuring activities

occur. Currently, exit costs are recognized when the Group commits to a restructuring plan. SFAS No. 146 is applied prospectively to

exit or disposal activities initiated after December 31, 2002, though early adoption is allowed. The Group will adopt SFAS No. 146 for

exit or disposal activities that are initiated after December 31, 2002. The adoption of SFAS 146 is not expected to have a material effect

on the Group’s consolidated financial statements.

(iv) FASB Interpretation No. 45 (“FIN No. 45”): In November 2002, the FASB issued FIN No. 45, “Guarantor’s Accounting and Disclosure

Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Other “. FIN No. 45 requires that upon issuance of a

guarantee, the guarantor must recognize a liability for the fair value of the obligation it assumes under the guarantee. The disclosure

provisions of FIN No. 45 are effective for financial statements of annual periods that end after December 15, 2002. The provisions for

initial recognition and measurement are affective on a prospective basis for guarantees that are issued or modified after December 31,

2002. Adoption of FIN No. 45 is not expected to have a significant effect on the Group’s consolidated financial statements.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued):

(v) In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation, Transition and Disclosure”. SFAS No. 148 pro-

vides alternative methods of transition for a voluntary change to the fair value based method of accounting for stock-based employee compensa-

tion. SFAS No. 148 also requires that disclosures of the proforma effect of using the fair value method of accounting for stock-based employee

compensation be displayed more prominently and in a tabular format. Additionally, SFAS No. 148 requires disclosure of the proforma effect in

interim financial statements. The transition and annual disclosure requirements of SFAS No. 148 are effective for the Group’s fiscal year 2002.

The Group intends to continue to account for stock-based compensation based on the provisions of APB Opinion No. 25 and does not expect SFAS

No. 148 to have a material effect on the Group’s financial position or results of operations. Refer to the “Stock-Based Compensation” section in

Notes 2 and 17 for disclosures related to stock-based compensation.

(z) Presentation Changes: The 2000 and 2001 consolidated accounts previously issued in Greek Drachma have been restated using the Euro as the

reporting currency. The conversion rate effective on December 31, 2001 was the rate of Drachmas 340.75 per 1.00 Euro. The financial statements

as reported in Euro depict the same trends as would have been presented if the Group had continued to present financial statements in Drachmas.

3. TRANSLATIONS OF EURO AMOUNTS INTO U.S. DOLLARS:

As explained in Note 2(d), effective January 1, 2002, the Group’s measurement and reporting currency is the Euro. The translations of the Euro

amounts into U.S. Dollars at the rate of U.S.$ 1.18 to n 1.00 are included solely for the convenience of the reader. The U.S. Dollar convenience

exchange rate is computed based on the noon buying rate in New York for cable transfers in Euro, as certified for customs purposes by the Fed-

eral Reserve Bank of New York on June 17, 2003. The convenience translation should not be construed as representations that the Euro 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.

4. ACCOUNTS RECEIVABLE:

Accounts receivable are analyzed as follows:

December 31,

2001 2002

Subscribers 631.2 906.8

International traffic 43.2 45.3

Other accounts receivable 80.7 117.0

755.1 1,069.1

Less- Allowance for doubtful accounts (124.2) (143.7)

630.9 925.4

Accrued unbilled revenues (see Note 2 (q)) 367.5 239.1

998.4 1,164.5

The movement of the allowance for doubtful accounts receivable during the years ended December 31, 2000, 2001 and 2002 was as follows:

Balance, beginning Balance from newly Balance from subsidiary  Balance,

of year  acquired subsidiary deconsolidated  (see Note 1(g)) Expensed Utilized end of year 

2000 65.3 3.8 - 87.8 (50.7) 106.2

2001 106.2 - (5.1) 83.1 (60.0) 124.2

2002 124.2 - - 89.8 (70.3) 143.7  
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5. DUE FROM RELATED PARTIES:

The Greek State, as a principal shareholder of OTE, is a related party to the Group. The Group, in the normal course of business, provides telecom-

munication 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(p)).

Amounts due from related parties are as follows:

December 31,

2001 2002

Accounts receivable from State Entities and Organizations 122.1 139.3

Romtelecom S.A. 50.4 60.9

172.5 200.2

Revenues generated from State Entities and Organizations amounted to approximately 5% of total revenues for each of the three years in the peri-

od ended December 31, 2002.

Amounts due from Romtelecom S.A. relate to management fees billed to it by OTE International Investments Ltd, based on the transaction docu-

ments signed upon OTEãs initial acquisition of the 35% interest in Romtelecom S.A. (see Note 6 (a)).

6. INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS:

OTE's investments are analyzed as follows:

December 31,

2001 2002

(a) Investments in and advances to associates 653.5 523.9

(b) Investments in satellite companies and organizations 37.3 37.3

690.8 561.2

(a) Investments in and advances to associates:

OTE’s investments in and advances to associates are analyzed as follows:

December 31,

2001 2002

Telekom Srbija a.d. 269.0 173.1

Romtelecom S.A. 363.7 341.4

Other investments 20.8 9.4

653.5 523.9
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6. INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS (Continued):

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 n 312.0. The purchase of Telekom Srbija was accounted for under the purchase method of accounting. The result-

ing excess of the acquisition cost over the net identifiable tangible and intangible assets, or goodwill of Telekom Srbija, which amounted to  n80.1

and was amortized on a straight-line basis over twenty (20) years, has been written off in 2002 through the impairment charge described below.

On November 25, 1997, OTE granted a loan of DEM 25 million (n12.5) to Telekom Srbija for its working capital requirements. This loan bears

interest at the European Interbank Offering Rate (“EURIBOR”) plus 10%. After consecutive extensions to the repayment schedule of this loan,

negotiations for its further extension are still in process.

Condensed financial statements for Telekom Srbija for the two year period ended December 31, 2002 are as follows:

Condensed balance sheets December 31,

ASSETS 2001 2002

Current assets 155.6 273.6

Property, plant and equipment, net 919.1 1,009.6

Other non current assets 92.1 62.0

TOTAL ASSETS 1,166.8 1,345.2

Condensed balance sheets December 31,

LIABILITIES AND SHAREHOLDERS’ EQUITY 2001 2002

Other long-term liabilities 5.6 34.9

Current liabilities 198.6 250.8

Long-term debt 19.7 43.3

Shareholders’ equity 942.9 1,016.2

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 1,166.8 1,345.2

Condensed statements of operations Year ended December 31, 

2000 2001 2002

Operating revenues 365.4 438.0 506.7

Operating expenses (303.8) (387.4) (415.3)

Operating profit 61.6 50.6 91.4

Other expense, net (123.3) (24.2) (18.2)

Net gain/(loss) (61.7) 26.4 73.2

In December 2000, the National Bank of Yugoslavia devalued the Serban Dinar by approximately 83%. As a result, foreign exchange losses of approx-

imately n102.7 million 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 pres-

ent tax legislation, Telekom Srbija is eligible for a 100% reduction in the effective corporate tax rate for a three-year period and for foreign sharehold-

ers’ 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%.
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6. INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS (Continued):

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 telecom-

munication activities in Kosovo and Metohija.

In late 2002, Telecom Italia, the other minority shareholder, which holds 29% of Telekom Srbija, forwarded to OTE a copy of an offer made to

Telecom Italia by the Serbian PTT, and which it has accepted, for the acquisition by the latter of Telecom Italia’s shareholding in Telekom Srbija,

in order to give OTE the opportunity to elect whether or not to exercise its pre-emption right to purchase Telecom Italia’s shareholding in Telekom

Srbija. In this respect, the Minister of Telecommunications of Serbia announced that the Serbian Government would seek to veto OTE’s pre-emp-

tion right. In response to the above mentioned developments, OTE, in May 2003, served arbitration notices on all related parties. 

The withdrawal of Telecom Italia from Telekom Srbija, is expected to reduce OTE’s ability to influence the management of this company. Fur-

thermore, since its acquisition, OTE, has received no dividends from Telekom Srbija. These factors and an independent valuation of Telekom Srbi-

ja indicated a decline in its value, which was considered by management to be other than temporary. As a result, OTE recorded an impairment

charge of n 114.9, which is included in the accompanying 2002 consolidated statement of operations and reduced the carrying amount of the

investment to its fair value.

ROMTELECOM S.A.: On December 30, 1998, OTE, through its subsidiary OTE International Investments Ltd, acquired a 35% interest in Romt-

elecom 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 n 557.1 (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 n 152.3 and was amortized on a straight-line basis over 20 years was written off in 2001

through the impairment charge described below. 

Up to December 31, 1999, the corporate income tax rate in Romania 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% with-

holding tax.

Condensed consolidated financial statements for Romtelecom are as follows:

Condensed consolidated balance sheets

December 31, 

ASSETS 2001 2002

Current assets 303.4 221.2

Property, plant and equipment, net 2,045.0 1,939.8

Other non-current assets 26.7 83.5

TOTAL ASSETS 2,375.1 2,244.5

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities 879.8 635.4

Long-term debt 168.5 200.6

Other long-term liabilities 178.3 325.8

Shareholders’ equity 1,148.5 1,082.7

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 2,375.1 2,244.5
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6. INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS (Continued):

Condensed consolidated statements of operations Year ended December 31,

2000 2001 2002

Operating revenues 898.4 955.4 958.7

Operating expenses (782.3) (911.6) (999.1)

116.1 43.8 (40.4)

Other expense, net (64.7) (65.7) (43.5)

51.4 (21.9) (83.9)

Income taxes (40.6) (24.6) 18.0

Net gain/(loss) 10.8 (46.5) (65.9)

The major terms of the transaction documents signed between OTE and the State Ownership Fund of Romania which was then acting as the sell-

er 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 was 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 was required if holding did 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 for so long as OTE’s and the

Romanian State’s interests in Romtelecom did not fall below 35% and 25%, respectively. In the event that the Romanian State’s interest in Romt-

elecom fell below 25%, OTE was entitled to purchase an equity interest of up to 51% in order to maintain its voting rights. 

According to Romtelecom’s statutes, OTE could not 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, had 65% voting rights while OTE had

35% voting rights. The extraordinary general shareholders’ meeting decided 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 secu-

rity 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 oper-

ations 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, believed that it did not have con-

trol 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 afore-

mentioned formula.
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6. INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS (Continued):

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 divi-

sions to a smaller number of regional centers, which would improve Romtelecom’s cost structure, as such a decision could only be taken in an

extraordinary general shareholders’ meeting where OTE held only 35% of the voting rights.

As disclosed above, OTE was not in the position to approve an increase in Romtelecom’s share capital as such increase could only be approved

by an extraordinary general shareholders’ meeting where OTE held 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 was not agreed or accepted by the Romanian State, as at December 31, 2002.

Romtelecom’s current seven executive directorates were approved by an extraordinary general shareholders’ meeting, where OTE held 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 four years, Romtelecom has not obtained sub-

stantial 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 were in excess of its current assets and, accordingly, it had breached the current ratio

covenant attached to its European Bank of Reconstruction and Development (“EBRD”) facilities. These conditions indicated the existence of a mate-

rial 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 impair-

ment charge of n 256.3 (n 166.6 net of tax), which is included in the accompanying 2001 consolidated statement of operations.

In 2002, Romtelecom reported losses of n 65.9, primarily the result of an impairment charge of approximately n 76 relating to Cosmorom’s,

Romtelecom’s majority owned mobile subsidiary, fixed assets. At December 31, 2002, Cosmorom’s current liabilities exceeded its current

assets by approximately n 156.0 and had a negative net asset position of n 51.0 In the absence of significant financial support from its

shareholders, Cosmorom will not be able to continue to operate in the foreseeable future. As of December 31, 2002, Romtelecom’s current

liabilities were in excess of its current assets, and, accordingly, it has breached the current ratio covenant attached to its EBRD facilities. By

letter dated June 27, 2003, EBRD confirmed that it was extending to September 30, 2003, the grace periods to cure any existing defaults

under the EBRD facilities including this breach of covenant. Taking into consideration the above factors and based on a new independent

valuation, OTE recorded an additional impairment charge of approximately n 1.5, which is included in the accompanying 2002 consolidat-

ed statement of operations, in connection with its investment in Romtelecom.

On March 3, 2003, as part of OTE’s strategy to obtain control on Romtelecom in order to implement its policies, OTE International Invest-

ments Ltd. acquired an additional 19.01% in Romtelecom through: (a) the acquisition of 994,546 existing shares from the Romanian State,

for $31 million (n 28.8) and (b) the issuance of 7,783,927 newly issued shares directly from Romtelecom for $ 242.6 million (n 229.2).

In accordance with the provisions of the purchase agreement, Romtelecom capitalized debts related to OTE International Investments Ltd. of

$ 98.3 million (n 94.6) while the remaining $ 144.3 million (n 134.6) was paid-in-cash. As a result of this transaction OTE’s share in Romt-

elecom has increased to 54.01%, and, accordingly, OTE will start consolidating Romtelecom from the date of the transaction closing, March

3, 2003.
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6. INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS (Continued):

The fair values of the significant assets acquired and liabilities assumed of Romtelecom, are as follows:

Property, plant & equipment 1,728.1

Other long-term assets 79.1

Current assets 266.2

Total assets 2,073.4

Current liabilities 511.3

Long-term debt 198.8

Other long-term liabilities 240.8

Minority Interest 607.5

1,558.4

Net assets of acquisition 515.0

Less: Equity in Romtelecom held by OTE 254.0

Net assets acquired 261.0

Cash given to Romtelecom 134.6

Cash given to Romanian State 28.8

Debt capitalized 94.6

Acquisition costs 3.0

Total consideration 261.0

As discussed above, Cosmorom is experiencing financial difficulties and has overdue payments to its principal equipment supplier of approx-

imately n 100. The failure by Cosmorom to make payments to its supplier and Romtelecom’s breach of the financial covenant discussed

above, caused a non-payment default by OTE under (i) the n 1.1 billion 6.125% guaranteed notes due 2007 - the “Eurobond” (issued by

its subsidiary OTE PLC and guaranteed by OTE) and (ii) OTE’s $ 1 billion revolving credit facility, as OTE has become Romtelecom’s major

shareholder in March 2003. 

In order to remedy the above mentioned events of default OTE has taken he following measures: 

i) Eurobond : On May 30, 2003 OTE and OTE PLC issued a solicitation statement wherein OTE and OTE PLC sought consents (the “Solicita-

tion”) from the holders of OTE PLC’s outstanding bonds, to be represented and vote at a meeting of holders to: (i) waive any event of default

arising under Condition 9 (iii) of the bond or otherwise caused by the failure of Cosmorom to make payment of any indebtedness (the

“Waivers”), (ii) modify the events of default under the bond by deleting references to “Subsidiaries” from Condition 9 (iii) and replacing them

with references to “Significant Subsidiaries” (excluding Romtelecom and OTE Estate S.A.) (the “Proposed Amendments”), and (iii) modify the

negative pledge covenant under the Notes by limiting its applicability to Romtelecom and OTE Estate which is intended to permit non-recourse

financing to be undertaken by Subsidiaries in Southeastern Europe.

As a result of the proposed Amendments and Waivers being adopted by the Holders, OTE expects to disburse an amount of approximately  n 2.5

to Holders who have given their consent on or prior to the applicable deadline. 

At the meeting of holders of Notes held on June 30, 2003, the consent of the requisite majority of Holders of the Notes to the Waivers and the

Proposed Amendments was obtained.
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6. INVESTMENTS IN ASSOCIATES AND SATELLITE ORGANIZATIONS (Continued):

(ii) Revolving credit facility: By a letter dated June 24, 2003, the agent for the syndicate of financial institutions participating in the $ 1 billion

revolving credit facility agreed, on behalf of such financial institutions, to grant waivers to OTE in respect of non -payment defaults arising under

such facility as a result of Cosmorom’s failure to reach agreement with its principal equipment supplier.

Should Romtelecom not cure its current ratio covenant attached to its EBRD facilities as discussed above, this event will effect the terms of OTE’s

revolving credit facility. Notwithstanding the above, OTE intends to refinance the $ 1 billion revolving credit facility either through the issuance of

notes under its Global Medium Term Note Program or other currently available resources. 

(b) 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 signif-

icant influence, they are carried at cost. OTE’s participations in international satellite companies and organizations at December 31, 2001 and

2002 were as follows:

December 31,

2001 2002

Cost Interest (%) Cost Interest (%)

(i) INTELSAT LTD 3.48 0.23 3.48 0.23

(ii) INMARSAT VENTURES PLC 24.44 4.68 24.44 4.68

(iii) EUTELSAT S.A. 9.37 0.87 9.37 0.87

(iv) Other 0.01 0.31 0.01 0.31

37.30 37.30

(i) 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 approximately 148 telecommunications organizations, including OTE. As of the date of transformation, substantially all of the IGO’s assets, lia-

bilities, 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.

(ii) Inmarsat Ventures Plc (formerly Inmarsat Holdings Ltd.), was converted to a limited liability company on March 15, 2001, registered in Eng-

land 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.

(iii) 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 55 telecommunications operators and/or authorities participate in the company.
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7. 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,

2001 2002

Land 20.1 19.7

Buildings 278.0 390.2

Telecommunication equipment and installations 5,865.2 6,858.1

Investment supplies 184.9 194.4

Transportation equipment 49.8 44.5

Furniture and fixtures 207.7 237.4

Construction in progress 1,043.8 990.2

7,649.5 8,734.5

Accumulated depreciation (2,809.4) (3,470.0)

4,840.1 5,264.5 

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, 2000, 2001 and 2002 amounted to  n 486.1, n 563.1 and n 687.5, respectively.

As of December 31, 2001 and 2002, cumulative subsidies provided to the Group for fixed asset acquisitions amounted to n 576.9 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 relat-

ing to capital investments made during 2001 with respect to the aforementioned projects, and which have been offset against the respective pur-

chase price of the assets acquired, amounted to approximately n 2.9. 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 suspen-

sion of subsidies payable to OTE, pending harmonization of Greek Law to EU regulation of the telecommunications sector. The Ministry of Trans-

port 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, announced the withdrawal of the above mentioned

suspension. Based on communications with the applicable Ministries, OTE is expecting to collect the outstanding amounts during 2003. 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, 2002, amounts to n 22.4 and are included in “Subsidies receivable”, reflected under current assets in the accompanying 2002

consolidated balance sheet.

Interest costs capitalized during the years ended December 31, 2000, 2001 and 2002, amounted to n 31.5, n 23.9 and n 26.1, respectively.
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8. 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 n 731.2 and n 903.1, at December 31, 2001 and 2002, respectively of which, n 607.8 and n 610.3 were

unused as of the above dates.

On December 30, 1999, OTE entered into a n 310.0 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 proceeds

from the Eurobond issued by the Group (see Note 11(e)).

The weighted average interest rates on short-term borrowings for the years ended December 31, 2001 and 2002, was approximately 6.1% and

5.8%, respectively.

9. ACCRUED AND OTHER LIABILITIES:

Accrued and other liabilities are analyzed as follows:

December 31,

2001 2002

Accrued social security contributions 46.8 52.6

Accrued payroll 18.8 16.4

Other taxes payable 48.9 19.8

Accrued interest payable 66.6 72.8

Reserve for pension contributions 58.3 37.4

Reserve for litigation and claims 25.4 27.2

Customer advances 51.0 68.9

Other 48.2 60.6

364.0 355.7

10. 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 early 2003, the tax audit of OTE’s books for the years 1999-2001 was completed and additional income taxes and penalties of approximate-

ly n 22.4 were assessed, which were charged against the related reserve provided in prior years. Furthermore, a provision of  n 7.0 has been

made in respect with the unaudited fiscal year 2002, which is considered by management to be adequate.
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10. INCOME TAXES (Continued):

The provision for income taxes reflected in the accompanying consolidated statements of operations is analyzed as follows:

Year ended December 31,

2000 2001 2002

Income taxes:

Current (240.2) (364.4) (342.3)

Deferred (162.6) 95.6 37.9

Total provision for income taxes (402.8) (268.8) (304.4)

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 before the effect of accounting change is summarized as follows:

Year ended December 31,

2000 2001 2002

Income tax at the statutory rate (369.4) (260.1) (275.8)

Effect of change in statutory rate of subsidiary from 40% to 35% (0.8) - -

Tax on subsidiaries taxed at different rates 2.6 0.2 (0.5)

(367.6) (259.9) (276.3)

Effects of non-taxable income and expenses not

deductible for tax purposes:

- Change in valuation allowance (24.0) (14.3) (41.0)

- Amortization of goodwill (6.2) (7.2) -

- Other (5.0) 12.6 12.9

(35.2) (8.9) (28.1)

Provision for income taxes (402.8) (268.8) (304.4)

The Group has net operating losses carry forwards in the amount of approximately  n 60, which expire in 2007.

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,

2001 2002

Reserve for accrued and other liabilities 15.0 11.3

Excess of bad debt provision over tax allowable provision 43.5 57.9

Reserve for voluntary retirement program contributions 7.0 7.1

Other (15.8) (9.8)

Valuation allowance (43.5) (57.9)

Net current deferred tax assets / (liabilities) 6.2 8.6

Reserve for staff retirement indemnities 91.7 89.6

Reserve for Youth Account benefits 78.5 98.5

Reserve for voluntary retirement program contributions 42.3 39.3

Property, plant and equipment (125.4) (106.9)

Temporary differences on equity (125.3) (125.3)

Impairments on subsidiaries and associates 89.7 151.3

Other 3.6 10.5

Valuation allowance - (26.0)

Net non-current deferred tax assets / (liabilities) 55.1 131.0

Net deferred tax assets / (liabilities) 61.3 139.6
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10. INCOME TAXES (Continued):

The deferred tax asset on impairments includes an amount of n 21.7, recognized for the SFAS No. 142 impairment of goodwill in Armentel, with

the corresponding benefit included in the “Cumulative effect of accounting change for SFAS No. 142, net of income taxes”, in the accompanying

2002 consolidated statement of operations.

11. LONG-TERM DEBT:

Long-term debt is analyzed as follows:

December 31,

2001 2002

(a) European Investment Bank 116.1 110.8

(b) Loans from suppliers and their affiliates 97.3 98.7

(c) Consortium loans 363.6 333.6

(d) Revolving Credit Facility 657.9 975.8

(e) Eurobond 1,098.4 1,098.9

(f) Global Medium Term Note Program - -

Total long-term debt 2,333.3 2,617.8

Less- Current maturities (391.0) (41.6)

Long-term portion 1,942.3 2,576.2

At December 31, 2001 and 2002, the fair value of OTE’s long-term debt amounted to approximately n 2,388.3 and 2,716.1, respectively.

The annual repayment of long-term debt subsequent to December 31, 2002, is as follows:

Year Amount

2003 41.6

2004 1,018.0

2005 366.0

2006 34.5

2007 1,119.5

2008 and thereafter 38.2

2,617.8

(a) EUROPEAN INVESTMENT BANK 

The long-term loan to OTE by the European Investment Bank ("EIB") was granted in 1995 and is denominated in Euro. The loan bears interest

at 8.3% and after an amendment to the agreement on June 30, 2002, is repayable in annual instalments through 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.

(b) 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 n 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.
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11. LONG-TERM DEBT (Continued):

(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 2014.

(c) CONSORTIUM LOANS

(i) Cosmote:

(a) On November 20, 2000, Cosmote entered into a credit facility agreement (the “Syndicated Loan”) with a consortium of international banks,

which provided it with a syndicated revolving credit facility of n 350 million.

The Syndicated Loan accrued interest at the Euribor interbank borrowing rate plus an applicable margin of 0.35% (and mandatory costs) and

was repayable in one balloon installment 364 days after the agreement date unless Cosmote exercised an option to extend the maturity date

in respect of amounts outstanding under this facility by a further 12 months. Cosmote exercised this option in 2001 and, accordingly, the Syn-

dicated Loan was repaid during November 2002. 

(b) On November 12, 2002, Cosmote entered into a new credit facility agreement with a consortium of banks, which provided it with a term cred-

it facility (“Term Loan”) of US $ 280 million and a revolving credit facility (“Revolving Loan”) of US $ 140 million (together hereinafter referred

to as the “Loan”).

The Loan bears interest at the Libor interbank borrowing rate plus an applicable margin ranging from 0.50% - 0.70% (and mandatory costs).

The Term Loan is repayable in full by the latest on November 12, 2005; however, earlier repayment in full or part is permitted. Drawdowns

under the Revolving Loan are repayable on the last interest period, as defined, for each particular drawdown or, if rolled-over, in the following

interest period and at the latest on November 12, 2005. It is management’s intention to repay both the Term Loan and the Revolving Loan on

November 12, 2005 and, accordingly, all drawndowns through December 31, 2002, have been classified as long-term. 

Drawdowns under the Term Loan and Revolving Loan through December 31, 2002, amounted to US $ 350 million.

The Loan contains events of default including, without limitation, failure to make payments under the Loan and related documents, breach of

representations and warranties, 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 the Licenses, enforcement of security, certain

litigation or other proceedings, involuntary cease or suspension (for more than 5 business days) of trading of Cosmote’s shares on the Athens

Stock Exchange, decrease of OTE’s ownership (directly or through its subsidiaries) to less than 35% of Cosmote’s issued share capital and the

occurrence of events having a material charge (as defined therein).

Upon the occurrence of an Event of Default, the facility agent may, and shall if so directed by a majority of the banks, declare that an Event

of Default has occurred, terminate the commitment under the Loan, declare all or any amounts under the Loan to be due and payable and take

certain other actions.

The Loan agreement contains a set-off clause with the banks, the facility agent and the other finance parties (“Set-Off” clause). The terms of the

Set-Off clause provide that after the occurrence of an Event of Default and while such Event of Default is continuing a Finance Party may set-off

or apply any matured obligations owed by the Borrower under the Finance Documents against any obligation (whether or not matured) owed by

that Finance Party to the Borrower, regardless of the place of payment, booking or currency of either obligation. If the obligations are in differ-

ent currencies, the Finance Party may convert either obligation at a market rate of exchange in its usual course of business for the purpose 
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11. LONG-TERM DEBT (Continued):

of the set-off or application. If either obligation is unliquidated or unascertained, the Finance Party may set-off or apply in an amount estimated

by it in good faith to be the amount of that obligation.

The Loan also contains financial covenants including requirements to maintain minimum ratios of consolidated borrowings to consolidated EBITDA

and consolidated EBITDA to consolidated interest expense.

Furthermore, Cosmote has also given certain undertakings relating to the financial information given to the Agent, restrictions on disposals of

assets, on investments and acquisitions, on maintenance of intellectual property rights, environmental matters, insurance status and maintenance

of the nature of the business and compliance with laws and regulations. 

Cosmote cannot, subject to certain limited exceptions, dispose of assets with an aggregate book value or market value (whichever is higher) in

excess of n 25.0 in any one financial year. 

Also, Cosmote cannot, subject to certain limited exceptions, dispose of equity participations or similar investments in entities who are in the

Telecommunications Business (as defined therein) whose book value or market value (whichever is higher) exceeds n 50.0 in aggregate, except

if these amounts are reinvested within 180 days in other entities who are in the Telecommunications Business or in assets relevant to the

Telecommunications Business or if no disposal will result in Material Subsidiary (as defined therein) ceasing to be a Subsidiary. If the amounts

are not reinvested within this period they should be applied towards mandatory prepayment and cancellation. 

On December 16, 2002, Cosmote entered into cross-currency swaps whereby it converted (i) the outstanding amount of the Loan, from US $ to

(U.S.$ 350 million to n 346.7) and (ii) the interest rate from the Libor interbank borrowing rate plus 0.55% to the Euribor interbank borrow-

ing rate plus 0.60%. The cross-currency swaps mature on November 12, 2005.

The swaps qualified for hedge accounting and their value at December 31, 2002, of approximately  n 13 million is recorded as a derivative lia-

bility and included in other long-term liabilities in the accompanying 2002 consolidated financial statements.

(ii) Hellascom: On February 24, 1999, Hellascom obtained a long-term loan from a consortium of banks of US$ 7 million to finance capital expen-

ditures. On April 20, 2000, the loan agreement was amended and the amount of the loan was increased to US $ 12 million. This loan, bearing

interest at Libor plus 0.70%, was fully paid in 2002, and was included in current maturities of long-term debt in the accompanying 2001 con-

solidated balance sheet.

(d) REVOLVING CREDIT FACILITY

On June 10, 1999, OTE entered into a revolving credit facility of U.S. $ 1 billion or equivalent in Euro from a group of banks. This facility, as

amended on June 21, 2001, has a term of five years and bore interest at Libor or Euribor plus 0.3%. As of December 31, 2001, an amount of

n 658 was outstanding. During 2002, a drawdown of n 361.3 was made under the loan and a repayment of n 43.3 was also made. Accord-

ingly, the outstanding amount as of December 31, 2002 was n 975.8. After the above mentioned drawdown, there is no remaining portion of

the credit facility to be drawn down, at December 31, 2002. As discussed in Note 6(a) in the accompanying consolidated financial statements,

a non-payment default by OTE under its revolving credit facility was caused as a result of OTE becoming Romtelecomãs major shareholder in

March 2003. On June 24, 2003, OTE obtained the necessary Waivers for the non-payment default resulting from Cosmorom, while, on June 27,

2003, it obtained confirmation from EBRD that it was extending to September 30, 2003, the grace periods to cure any existing defaults under

the EBRD facilities. Notwithstanding the above, OTE intends to refinance its revolving credit facility either through the issuance of notes under its

Global Medium Term Note Program (Note 11 (f)) or other currently available resources). 

(e) EUROBOND 

On February 7, 2000, the Group’s subsidiary, OTE PLC issued a bond of n 1.1 billion, fully and unconditionally guaranteed by OTE bearing 
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11. LONG-TERM DEBT (Continued):

interest at 6.125%, maturing on February 7, 2007. As of December 31, 2002, unamortized discounts and premiums amounted to n 1.7 and

n 0.3, respectively. Amortization for fiscal year 2002 amounted to n 0.3 and was charged to “Interest expense”, in the accompanying 2002

consolidated statement of operations. As discussed in Note 6(a) in the accompanying consolidated financial statements, a non-payment default

by OTE under its Eurobond was caused as a result of OTE becoming Romtelecom’s major shareholder in March 2003, in remedy of which, OTE,

on June 30, 2003, obtained the necessary Waivers and the Proposed Amendments from the Holders of the Notes. 

(f) GLOBAL MEDIUM TERM NOTE PROGRAM

On November 7, 2001, OTE PLC established a Global Medium Term Note Program for the issuance of up to n 1.5 billion in aggregate principal

amount of notes, fully and unconditionally guaranteed by OTE, with a maximum maturity of up to ten years. On June 5, 2003, OTE’s Board of Direc-

tors approved the extension of the maturity of the notes to thirty 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 of notes under the program took place as of the date of this report. 

12. 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:

(a) 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 who were members prior to 1993 with a pension of approx-

imately 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 24.9% 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 dependants. The

current contribution rates are 5.10% of salary for the employer and 2.55% plus 0.5% for each dependant of an employee.

According to Law 2257/94, OTE was liable to cover the annual operating deficit of the TAP-OTE up to a maximum amount of n 32.3, which

could be adjusted with the Consumer Price Index. Pursuant to Greek legislation (Law 2768/99), a fund was incorporated on December 8, 1999,

as a société 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 n 264.1 and n 410.9, respectively. EDEKT’s authorized share capital amounts to n 2.9, divided into 100,000 shares

with nominal value of n 29.3 (twenty nine point three Euro) each. OTE has a 40% interest in EDEKT acquired for a consideration of n 1.2. Pur-

suant to Law 2937/01, OTE’s contribution has been set at n 352.2, 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 is being amortized over the ten-year period.

Furthermore, pursuant to Law 2937/01, OTE was obliged to pay to TAP-OTE an amount of n 50.2 comprised as follows: (i) n 28.5 relating to

interest for the period 1984 through 1993 on loans granted to TAP-OTE by the Medical Fund and (ii) n 21.7, relating to adjustments of its obli-

gations to cover the annual operating deficit of the TAP-OTE for the years 1999 and 2000 by using a compounded consumer price index with fis-

cal year 1994 as the base year. The total amount of n 50.2 has been charged and included in “Other income/(expense)” in the accompanying

2001 consolidated statement of operations for the year 2001.
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12. RESERVES FOR PENSIONS, STAFF RETIREMENT INDEMNITIES AND OTHER BENEFITS (Continued):

Pursuant to Law 3029/02, TAP-OTE’s Pension Fund part only, is to merge with IKA-ETAM (the main social security Fund in Greece) the latest

by January 1, 2008. In accordance with the provisions of this law, the duration of employers’ obligations to cover the annual operating deficits

of their employees’ Pension Funds, as defined by Law 2084/92 will be determined through a Ministerial Decision. Enactment of Law 3029/02

may require OTE to cover future operating deficits of TAP-OTE.

Due to financial difficulties of TAP-OTE, payments of n 47.2 were made through to December 31, 1993, in excess of those required to be cov-

ered by OTE, out of which n 19.6 have been settled and were fully collected through December 31, 2000. With respect with the remaining pay-

ments of n 27.6 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 259/97, 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. During 1999, and after notification

to TAP-OTE, OTE proceeded in withholding n 2.9 from the annual operating deficit payments, and, accordingly, the receivable amount as of

December 31, 2000, amounted n 24.7. Additional withholdings took place in 2001 and reduced the receivable amount from TAP – OTE to

n 21.4 as of December 31, 2001.

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 agreed to refund all withholdings

made from contributions to TAP-OTE, and the receivable amount was readjusted to n 24.7. By its letter dated May 24, 2002, TAP-OTE offi-

cially 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

agreed to request a legal opinion on this issue from a mutually acceptable legal counsel and expect this opinion to be forthcoming during the third

quarter of 2003. OTE’s management and legal counsel believe that such legal opinion will be favorable to OTE, and that revised arrangements

for the collection of the amount receivable will be put in place.

(b) 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 n 0.03 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 employ-

er 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 n 6.3 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, who were members prior to 1993, with a pension of 20% of salary after 30 years serv-

ice. 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 n 11.1. During 1995,

arrangements were made with the Auxiliary Fund for the settlement of n 11.1 in monthly instalments of n 0.04, effective January 1, 1996.
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12. RESERVES FOR PENSIONS, STAFF RETIREMENT INDEMNITIES AND OTHER BENEFITS (Continued):

The receivable balance from the TAP-OTE and Auxiliary Fund comprised as follows:

December 31,

2001 2002

Non-interest bearing payments and advances:

- EDEKT 443.0 400.5

- TAP-OTE 17.8 24.7

- Auxiliary Fund 8.0 6.5

468.8 431.7

Less: unamortized discount based on imputed interest rates

6.0% and 5.5% for 2001 and 2002, respectively (138.7) (126.2)

Long-term portion 330.1 305.5

December 31,

2001 2002

Non-interest bearing payments and advances:

- EDEKT 42.3 42.5

- TAP-OTE 3.6 -

- Auxiliary Fund 1.5 1.4

47.4 43.9

Less: unamortized discount based on imputed interest rates of

6.0% and 5.5% for 2001 and 2002, respectively (2.5) (12.1)

Short-term portion 44.9 31.8

Advances to TAP-OTE and to the Auxiliary Fund are reflected in the accompanying consolidated financial statements at their present values, dis-

counted by the use of risk-free interest rates prevailing in the Greek market, for periods approximating the periods of the expected cash flows. Dis-

count 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, 2000, 2001 and 2002, amounted to

n 186.8, n 189.1 and n 189.7, respectively.

In accordance with amendments to the collective Labor Agreement, OTE has undertaken the obligation to make certain contributions to the pen-

sion funds for a period of approximately three to four years for all employees who retire under the voluntary retirement program. In this respect,

an expense of approximately n 39.1 and n 30.6 was established in 2001 and 2002, respectively, and is included in payroll and employee ben-

efits 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, 2001 and 2002, the related reserve amounted to

n 108.4 and n 106.4, respectively, of which n 58.3 and n 37.4, respectively, are included in “Accrued and other liabilities” while the remain-

ing amounts are included in “Other long - term liabilities”.

An actuarial study performed in prior years, 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 and, according to management, neither does it voluntarily intend to cover such pos-

sible deficiencies. However, there can be no assurance that OTE will not be required (through regulatory arrangements) to make additional con-

tributions in the future to cover deficiencies of these funds.
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12. RESERVES FOR PENSIONS, STAFF RETIREMENT INDEMNITIES AND OTHER BENEFITS (Continued):

Defined Benefit Plans:

(a) 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 pay-

ment 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 indem-

nity 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 2002 amounted to n 0.02 and is adjusted annually according to the inflation

rate), plus 3 months salary. In practice, up to December 31, 2001, OTE employees received the lesser amount between 100% of the max-

imum liability and n 0.02 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 n 62.5 and n 79.6 as of December 31, 2001 and 2002, respective-

ly and are included in “Loans and advances to employees” and “Loans and advances to employees, net of current portion” in the accompa-

nying consolidated balance sheets. On June 25, 2001, OTE signed a new collective labour agreement with its employees, which, among

other things, increased the maximum amount of retirement indemnities payable to its employees by an additional two months’ salary, effec-

tive 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,

2000 2001 2002

Service cost-benefits earned during the year 12.4 10.6 11.7

Interest cost on projected benefit obligation 17.0 14.0 17.3

Net amortization and deferrals - - 4.2

29.4 24.6 33.2

The following is a reconciliation of the projected benefit obligation to the liability recorded for staff retirement indemnities:

December 31,

2001 2002

Projected benefit obligation at beginning of year 255.1 300.2

Service cost 10.6 11.7

Interest cost 14.0 17.3

Actuarial loss 9.6 13.3

Prior service cost arising during the year 46.1 0

Benefits paid (35.2) (32.9)

Projected benefit obligation at end of year 300.2 309.6

Unrecognised net actuarial gain 8.5 (5.3)

Unrecognised prior service cost (46.2) (41.1)

Accrued benefit cost 262.5 263.2
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12. RESERVES FOR PENSIONS, STAFF RETIREMENT INDEMNITIES AND OTHER BENEFITS (Continued):

The assumptions underlying the actuarial valuation, in percentages, of staff retirement indemnities are as follows:

Year ended December 31,

2000 2001 2002

Discount rate 6% 6% 5.5%

Assumed rate of increase in future compensation levels 5% 5% 4.5%

(b) 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 components of the Youth Account expense recognized by the Group are as follows:

Year ended December 31,

2000 2001 2002

Service cost-benefits earned during the year 16.4 17.4 20.8

Interest cost on projected benefit obligation 15.3 15.5 16.0

Prior service cost 0.4 0.4 -

Net actuarial gain 1.1 3.5 8.9

33.2 36.8 45.7

The following is a reconciliation of the projected benefit obligation to the liability recorded for the Youth Account benefits:

December 31,

2001 2002

Projected benefit obligation at beginning of year 273.6 305.6

Service cost 17.4 20.8

Interest cost 15.5 16.0

Actuarial gain 35.7 11.7

Additional minimum liability - 50.6

Benefits paid (36.6) (39.0)

Projected benefit obligation at end of year 305.6 365.7

Unrecognised net actuarial gain (80.8) (84.1)

Unrecognised prior service cost (0.4) -

Accrued benefit cost 224.4 281.6

Employee’s accumulated contributions 69.3 71.2

Total reserve for Youth Account 293.7 352.8

The assumptions underlying the actuarial valuation, in percentages, of the Youth Account benefits are as follows:

Year ended December 31,

2000 2001 2002

Discount rate 6% 6% 5.5%

Assumed rate of increase in future compensation levels 3.5% 3.5% 3.5%
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13. 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 atn 2.20

(two point twenty Euro) each and, accordingly, its share capital decreased by n 0.5 with an equivalent increase in paid-in surplus.

As of December 31, 2002, OTE’s share capital amounted to n 1,204.7, divided into 504,054,199 registered shares with a nominal value of

n 2.39 (two point thirty nine Euro) each. Pursuant to a resolution of the extraordinary General Assembly of the shareholders dated October 17,

2002, the share capital was increased by n 95.8, through the increase of the nominal value of the shares of OTE by n 0.19 (zero point nine-

teen Euro) each, by capitalization of the 2000 statutory revaluation surplus.

The State’s direct participation in OTE’s share capital as of December 31, 2002, was approximately 33.7%. As a result of the State’s interest in

OTE falling below 51%, OTE is no longer entitled to the benefit of certain provisions applying to state-owned entities. In particular, OTE has become

subject to paying real estate property tax and capital accumulation tax in case of share capital increase both from which OTE had previously 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) and the application of this legislation has been confirmed by a decision of the Supreme Court of Greece. However, as a result of the

reduction of the State’s interest in OTE’s share capital, the Greek courts may overturn this decision and may rule that this special provision should

no longer apply and OTE should pay its employees retirement lump-sum payments at the rates provided by the respective labor law. If the bene-

fit from this special provision is lost, this could adversely affect OTE’s operating results.

The extraordinary General Assembly of October 17, 2002, approved the renewal of the authorization granted to OTE to buy back up to 10 per-

cent of its own shares on the Athens Stock Exchange. Thus, for a period of twelve months from such date (i.e. until October 16, 2003), OTE is

authorized to purchase the balance of the 10% of its share capital which it has not purchased by such date (i.e. 7.33%) for a price per share

between n 1 (one Euro) and n 30 (thirty Euro).

As of December 31, 2002, OTE had repurchased approximately 13.5 million shares (about 2.7% of its outstanding share capital) at cost of approx-

imately n 272.6. The management does not currently intend to cancel any of these shares and certain of these may be reserved for OTE’s employ-

ee share option plans (see Note 17). During 2002, no shares were repurchased by OTE.

14. 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, 2002, this reserve amounted to n 246.2.

This legal reserve cannot be distributed to shareholders.

15. DIVIDENDS:

Under Greek corporate law, each year companies are generally required 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 payment requirement 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.
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15. DIVIDENDS (Continued):

(b) No dividends can be distributed to the shareholders as long as the unamortized balance of “Preoperating Expenses”, as reflected in the statu-

tory financial statements, exceeds the aggregate of distributable reserves plus retained earnings.

On June 19, 2002, OTE’s shareholders at their ordinary general assembly approved a dividend distribution of n 345.6.

16. COMMITMENTS AND CONTINGENCIES: 

(a) Litigation and Claims:

(i) Stamp Tax Assessment: The tax authorities assessed stamp taxes and penalties against OTE of approximately n 27.9, 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 n 11.4, 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 successive postponements, has been set for October 22, 2003.

(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 dur-

ing 1996, additional taxes and penalties were assessed against OTE, principally consisting of an amount of n 10.1, 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 n 10.1 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 Compa-

ny has fully provided against this receivable in the accompanying consolidated financial statements.

(iii) Leasing: As prescribed in the agreements signed for the sale of OTE Leasing (see Note 1(g)), OTE is committed to indemnify Piraeus Finan-

cial Leasing S.A. up to an amount of approximately n 28.0, for possible losses to be incurred from the non-performance of lessees for con-

tracts 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 n 15.6 for expected losses based on circumstances prevailing at December 31, 2002.

(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 during the first two years after the Closing Date (up to March 3, 2000). In addition, a further U.S.$ 300

million less the amount invested in the Initial Investment Period shall be invested during the five-year period after the Initial Investment Peri-

od. All investments made pursuant to the above shall be used for the purposes of improving, developing and maintaining the telecommunica-

tion 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. 
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16. COMMITMENTS AND CONTINGENCIES (Continued):

Armentel prepared a business plan that contemplated compliance with the investment requirements by March 3, 2001 and started its implemen-

tation. During 2001, GoA appointed a committee to review Armentel’s investment program. The committee 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 approximately U.S. $ 120 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 contest the case. After successive requests made by the Court to the GoA, on May 7, 2002, its

attorney replied that he will respond upon receipt of instructions by GoA. On January 17, 2003, OTE received a further invitation from the Interna-

tional Court of Arbitration to proceed with the arbitration process. No further correspondence from the claimant in this matter has been received.

On January 31, 2002, Armentel signed a new agreement with GoA. According to article 5 of this agreement, amendments have been made to

article 6.6 of the share purchase agreement whereby Armentel agrees to invest not less than an aggregate amount of US$ 200 million during the

6 year period commencing from the Closing Date (March 3, 1998 – Initial Investment Period), of which at least US$ 100 million shall be invest-

ed in the first two years after the Closing Date, and the remaining balance will be invested during the following four years. In addition, a further

aggregate minimum amount (the “Secondary Investment Amount”) equal to US$ 265 million (initially US$ 300 million, subsequently reduced by

US$ 35 million) less the amount invested in the Initial Investment Period shall be invested during the five year period after the Initial Investment

Period. Management of the company have confirmed that it is their intention to comply with the terms of the Share Purchase Agreement.

On May 5, 2003, OTE received a letter from the Armenian Ministry of Transport and Communication specifying that certain commitments of Armentel

under its license had not been fulfilled. Armentel is accused by the GoA of not having fulfilled properly the following requirements of its license: network

development requirements (teledensity, digitalisation of 800 villages); the investment program, Internet and data transmission services, the obligation of

meeting on time the demand for mobile telephony; the billing requirements. It is also accused by the GoA of using devices which violate the privacy right

of its Armenian customers. Armentel denies and rejects all the claims of the GoA and, at level of its Board of Directors, has taken all relevant decisions.

Furthermore, Armentel has already communicated to the GoA the status of all its programs without any significant disputes from the Armenian side.

Armentel and OTE are going to vigorously defend their positions in this matter, as OTE has already successfully done in similar cases in the past.

(v) Econophone: On March 27, 2003, Econophone (Hellas) S.A., a Greek telecommunications operator and its parent Caesar Management Limit-

ed, filed a petition against OTE before the Athens First Instance Court, claiming the amount of approximately  n 1,224 in damages allegedly

caused to its property and for economic losses caused to it in each case as a result of OTE’s termination of the interconnection agreement

between OTE and Econophone as a result of non payment by Econophone, the alleged refusal to perform the interconnection agreement in

accordance with its terms and alleged overcharging of Econophone by OTE in invoices issued by OTE to Econophone. Management and legal

counsel believe that Econophone’s claim is without merit and intend to contest the case vigorously; however, an adverse result could have a

material effect on the Group’s consolidated financial condition and results of operations.

(vi) Alpha Digital Synthesis S.A.: During 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 n 55.5 for alleged

damages incurred as a result of an alleged breach by OTE of the terms of a memorandum of understanding signed by the two parties. The case

was scheduled to be heard on March 20, 2003. Alpha Digital Synthesis S.A. has withdrawn this claim and, in accordance with the terms of the

memorandum of understanding, it submitted a request for arbitration on May 7, 2003, claiming an amount of approximately n 254.2. Man-

agement intends to vigorously defend against this case, however, at this time it cannot make a reasonable estimate of the final outcome.

(vii) Hellenic Radio and Television Broadcasting S.A. (“ERT”): During May 2002, ERT, the Greek publicly-owned television radio broadcaster,

filed a law suit against OTE before the Athens Multi Member Court of First Instance, claiming an amount of n 42.9 for alleged damages

incurred by it as a result of an alleged infringement by OTE of the terms of a memorandum of understanding signed by the two parties. The

case, after successive postponements is scheduled to be heard on April 21, 2005. Management intends to vigorously defend against this case,

however, at this time it cannot make a reasonable estimate of the final outcome.
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16. COMMITMENTS AND CONTINGENCIES (Continued):

(viii) Forthnet: In 2002, Forthnet S.A., which was awarded license to provide wireless telephony service, filed a civil claim, claiming an amount

of n 26.7 due to loss of revenue allegedly caused by what is claimed to be OTE’s discriminatory policy in favor of OTENet. The hearing is

scheduled for November 11, 2004. At this stage, management and legal counsel cannot make a reasonable estimate on the outcome.

(ix) 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 inves-

tigation against certain current and former employees of OTE for specific alleged criminal offences. An investigating judge has been appoint-

ed 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.

(x) 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 Pro-

gram of Organizational Modernization of the Administration (SODE). OTE is cooperating with the judge and has provided the information requested.

(xi) 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.

(xii) 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.

(xiii) Other 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 collect-

ed. OTE has established appropriate provisions for the cases that reasonable estimate can be made, for the amount of  n 3.3. It is not expect-

ed that their ultimate resolution of the remaining cases will have a material effect on the Group’s financial condition and results of operations.

(b) Commitments:

(i) Master Dealer Network: Cosmote’s master dealer network consists of seven exclusive master dealers, namely OTE, Altcom S.A., Klimaphone

S.A., Sanyocom S.A., Plaisio Computers S.A., Benrubi net S.A. and Spacephone S.A. (“Master Dealers”). Furthermore, it has entered into a

non-exclusive distribution agreement with Germanos Batteries S.A.

Master Dealers 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 renew their annual contracts.

quarterly and annual bonuses if the Master Dealer achieves mutually agreed targets for number of contract subscribers connected to Cos-

mote’s network during the relevant periods. 

a commission equal to 10%, of the revenues billed by Cosmote to each contract subscriber acquired by a Master Dealer and its network

of franchised independent distributors.

Cosmote also pays its Master Dealers a contribution to co-operative advertising.
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16. COMMITMENTS AND CONTINGENCIES (Continued):

All payments due to Master Dealers are recognized on an accrual basis in the accompanying consolidated financial statements.

(ii) Interconnection agreements: OTE, based on the interconnection regime which is in effect in Greece according to the Interconnection Direc-

tive of the European Union, has signed agreements with nineteen (19) companies who were awarded licences to provide wireless and mobile

telephony services in Greece, in relation with call traffic routed between OTEãs and the other operatorsã networks. The respective intercon-

nection charges, which are accounted for on an accrual basis, have to be approved by the EETT. 

(iii) Olympic Games 2004: In November 2000, a preliminary agreement was signed between the Company (acting as representative of the Joint Venture

“OTE-COSMOTE-OTENET”), and the Organizational Committee of the Olympic Games 2004 (“Athens 2004”), under which, the Joint Venture “OTE-

COSMOTE-OTENET” was declared the Major Sponsor of the Olympic Games 2004 in the Telecommunications Sector. In return, the Joint Venture will

make contributions of n 58.6, out of which n 29.3 in cash and n 29.3 in telecommunication equipment and services. Out of the amount of n

29.3 in cash, n 4.4 were paid in December 2000 and the remaining balance of  n24.9 will be contributed in 14 quarterly instalments through June

2004. During 2001 and 2002, payments of  n 7.1 per year were made, representing each year’s contributions. Such payments are expensed as

incurred and included in “Other operating expenses” in the accompanying 2001 and 2002 consolidated statements of operations.

(iv) Capital Commitments: The Group has a number of outstanding commitments on supplier contracts and contractual agreements, which at

December 31, 2002, approximated n 411.8.

(v) Operating Commitments: As of December 31, 2002, 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 fol-

lows:

Year Amount

2003 11.8

2004 11.8

2005 11.8

2006 11.7

2007 11.6

Thereafter 72.9

131.6

17. STOCK-BASED COMPENSATION:

(a) OTE: OTE has two compensatory share option plans.

First Plan

The first plan (“First Plan”) was approved on September 4, 2001, by OTE’s 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 are granted to OTE’s management, specifically to the Managing Director, to the Deputy Managing Director, to General Direc-

tors, 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 n 17.07 (seven-

teen point zero seven Euro) at the grant date.

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(All amounts are presented in millions of Euro, unless otherwise stated)



137

17. STOCK-BASED COMPENSATION (Continued):

(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 exercised only if certain financial growth targets (including revenue growth and EBITDA) for fiscal years 2002 and 2003 will be met. If the

financial targets for 2002 or 2003 are not met, eligible employees will still be able to exercise their options if OTE meets its cumulative finan-

cial growth targets in 2003. The 2002 targets were not 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 oth-

erwise. 

If the employee dies after the options vest, his beneficiaries may exercise any unexercised options, in accordance with and subject to cer-

tain 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.

Second Plan

The second plan (“Second Plan”) was approved on January 28, 2002, by OTE’s Extraordinary General Assembly and is administered by the Board

of Directors.

The principal terms of the Second Plan that were approved by the shareholders are as follows:

(i) Eligibility: Options are granted to OTE’s employees and to the management of OTE’s Greek, not listed in the Athens Stock Exchange, sub-

sidiaries, specifically to their Managing Directors, to the Deputy Managing Directors and to their General Directors.

(ii) Exercise Price: The exercise price payable for each share under options granted was the same with that of the First Plan equal to n 17.07

(seventeen point zero seven Euro) at the grant date, which was January 15, 2002.

(iii) Exercise of Options: Under this plan, OTE’s Board of Directors issued 8,920,000 option rights for all OTE employees which will vest as fol-

lows: (1) 50% of the rights on the first anniversary of the date of the grant and (2) 50% of the rights within the second year of the date of the

grant. Also, OTE’s Board of Directors issued 720,000 option rights for the management of its subsidiaries, 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 during the second year of the date of grant, and, (3) 30%

of the rights during 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 exercised only if certain financial growth targets (including revenue growth and EBITDA) for fiscal years 2003 and 2004 are met. Options

shall expire in the following events:

If the employment is terminated for any reason prior to the payment of the purchase price. 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 two years ended December 31, 2002, is as follows:
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17. STOCK-BASED COMPENSATION (Continued):

Number of shares Weighted average

subject to option exercise price (Q)

Outstanding at January 1, 2001 - -

Granted during the period 4,881,000 17.07

Outstanding at December 31, 2001 4,881,000 17.07

Exercisable at December 31, 2001 - -

Outstanding at January 1, 2002 4,881,000 17.07

Granted during the period 9,640,000 17.07

Exercised during the period - -

Forfeited during the period (70,000) 17.07

Expired during the period - -

Outstanding at December 31, 2002 14,451,000 17.07

Exercisable at December 31, 2002 1,952,400 17.07

The weighted average fair value of options granted in the two years ended December 31, 2002, was estimated using the Black-Scholes stock option

pricing model. The following weighted average assumptions were used: 

Year ended December 31,

2001 2002

Dividend Yield 4.1% 3.8%

Volatility 15.6% 37.0%

Risk free rate 5.0% 5.0%

Expected life (years) 3 4

All options granted in 2001 and 2002, had an exercise price less than the market price at grant date. The weighted average exercise price was

n 17.07 (seventeen point zero seven Euro) for both years and the weighted average fair value of the stock options granted in 2001 and 2002 was

n 2.41 (two point forty one Euro) and n 4.99 (four point ninety nine Euro), respectively.

The following table provides details of all options outstanding as at December 31, 2002.

Outstanding Exercisable

Weighted Average Weighted Average Weighted Average

Plan Number Exercise Price (Q) Remaining Contractual Life Number Exercise Price (Q)

First 4,881,000 17.07 3.56 1,952,400 17.07

Second 9,570,000 17.07 3.56 - -

Total 14,451,000 17.07 3.56 1,952,400 17.07
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17. STOCK-BASED COMPENSATION (Continued):

(b) Cosmote:

Cosmote has three, 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 employ-

ees 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 n 9.1 (nine point one Euro). 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 prece-

dent 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 after the date of the grant (i.e. October 20, 2001). During 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 during January 2002. Exer-

cise 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 ensure that

the participants employment has not been terminated, 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 deter-

mines 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 twenty (20) 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.

HELLENIC TELECOMMUNICATIONS ORGANIZATION S.A. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(All amounts are presented in millions of Euro, unless otherwise stated)



140

17. STOCK-BASED COMPENSATION (Continued):

(vi) 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 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 n 8.24 (eight point

twenty four Euro) at the grant date.

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 grant, and, 3) 30% of the rights on the third anniversary of the date

of the grant. Any, 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

The above amendments did not have a significant effect on Cosmote’s consolidated financial statements since the intrinsic value of the award at

the date of modification was below the intrinsic value at the date of the grant.

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 n 9.78 (nine point sev-

enty eight Euro) at the grant date. √f the authorized and issued options rights, 296,920 options are additional rights granted to eligible employ-

ees 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.

Third Plan

The third plan (“the Third Plan”), which is considered an extension of the First Plan was approved on October 24, 2002, by the Company’s Board

of Directors. Under this plan, the Board of Directors authorized and issued 1,184,135 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 the Company’s shares for the month preceding the

grant of options (i.e. September 2002), determined by reference to the Daily Bulletin of the Athens Stock Exchange, equal to n 8.96 (eight point

ninety six Euro) at the grant date. Of the authorized and issued options rights, 833,765 options are additional rights granted to eligible employ-

ees under the First Plan.

The terms of the Third Plan are the same as those of the First and Second Plans, as amended February 21, 2002.
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17. STOCK-BASED COMPENSATION (Continued):

The movement in the options outstanding during the three years ended December 31, 2002, is as follows:

Number of shares Weighted average

subject to option exercise price (Q)

Outstanding at January 1, 2000 - -

Granted during the period 1,187,010 8.24

Outstanding at December 31, 2000 1,187,010 8.24

Exercisable at December 31, 2000 - -

Outstanding at January 1, 2001 1,187,010 8.24

Granted during the period 1,247,310 9.78

Forfeited during the period (29,915) 8.24

Outstanding at December 31, 2001 2,404,405 9.04

Exercisable at December 31, 2001 55,870 8.24

Outstanding at January 1, 2002 2,404,405 9.04

Granted during the period 1,184,135 8.96

Exercised during the period (55,870) 8.24

Forfeited during the period (83,360) 9.78

Expired during the period - -

Outstanding at December 31, 2002 3,449,310 9.01

Exercisable at December 31, 2002 1,154,533 8.72

The weighted average fair value of options granted in the three years ended December 31, 2002, was estimated using the Black-Scholes stock

option pricing model. 

The following weighted average assumptions were used: 

Year ended December 31,

2000 2001 2002

Dividend Yield 0.5% 1.4% 3.5%

Volatility 37.0% 29.0% 36.0%

Risk free rate 5.0% 5.0% 5.0%

Expected life (years) 3 3 3

All options granted in each of the three years ended December 31, 2002, had an exercise price in excess of the market price at grant date. Fur-

thermore, the weighted average exercise price and the average fair value at grant date for each of the years were estimated as follows: 2000: n

8.24 (eight point twenty four Euro) and n 11.1 (eleven point one Euro) respectively, 2001 : n 9.78 (nine point seventy eight Euro) and n 2.44

(two point forty four Euro) respectively, and 2002 : n 8.96 (eight point ninety six Euro) and n 1.74 (one point seventy four Euro) respectively. 

The following table provides details of all options outstanding as at December 31, 2002.
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17. STOCK-BASED COMPENSATION (Continued):

Outstanding Exercisable

Weighted Average Weighted Average Weighted Average

Plan Number Exercise Price (Q) Remaining Contractual Life Number Exercise Price (Q)

First 1,101,225 8.24 1.80 796,553 8.24

Second 1,163,950 9.78 2.82 357,980 9.78

Third 1,184,135 8.96 3.82 - -

Total 3,449,310 9.01 2.82 1,154,533 8.72

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 APB Opinion No 25, “Accounting for Stock Issued to Employees”

in accounting for options granted under the Management Incentive Plan. Compensation expense recorded for 2001 and 2002 amounted to n 1.5

and n 8.1, respectively. Compensation expense for 2000 was negligible. For purposes of pro forma disclosures, the estimated fair value of the

options is amortized to expense over the options’ vesting period. The Group’s pro forma information for the three years ended December 31, 2002,

is presented in Note 2(t) under heading “Stock-Based Compensation”.

18. 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 sep-

arately 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-distance and international telecommunications serv-

ices through public network. Cosmote provides mobile telecommunications services throughout Greece. 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” catego-

ry 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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18. REPORTABLE SEGMENTS (Continued):

Segment information and reconciliation to the Group’s consolidated figures are as follows:

Reportable Segments

Year ended December 31, 2002 OTE Cosmote All Other Totals Adjustments & Eliminations Consolidated

Revenues from external customers 3,146.8 831.0 331.1 4,308.9 - 4,308.9

Intersegment Revenues 338.4 275.1 145.9 759.4 (759.4) 0.0

Interest income 56.5 1.8 74.4 132.7 (69.6) 63.1

Interest expense (97.1) (9.4) (81.5) (188.0) 69.6 (118.4)

Depreciation and amortization (511.2) (124.3) (65.1) (700.6) 0.4 (700.2)

Losses on investments 2.7 - (22.8) (20.1) - (20.1)

Income tax (expense) / benefit (197.3) (112.3) 5.2 (304.4) - (304.4)

Operating income 645.2 328.3 46.3 1,019.8 0.2 1,020.0

Net income 232.8 209.6 (26.2) 416.2 (70.4) 345.8

Investments in and advances to associates 178.6 0.1 346.6 525.3 (1.4) 523.9

Segment assets 8,126.3 1,253.1 2,651.9 12,031.3 (3,045.0) 8,986.3

Expenditures for segment assets 696.7 196.4 219.8 1,112.9 - 1,112.9

Reportable Segments

Year ended December 31, 2002 OTE Cosmote All Other Totals Adjustments & Eliminations Consolidated

Revenues from external customers 3,169.4 613.5 289.6 4,072.5 0.0 4,072.5

Intersegment Revenues 268.6 235.5 66.2 570.3 (570.3) 0.0

Interest income 43.6 1.3 84.0 128.9 (68.4) 60.5

Interest expense (106.3) (10.8) (82.8) (199.9) 68.4 (131.5)

Depreciation and amortization (436.1) (93.5) (60.4) (590.0) 0.2 (589.8)

Losses on investments 5.1 (0.1) (16.2) (11.1) 0.0 (11.1)

Income tax (expense)/benefit (244.6) (92.4) 68.2 (268.8) 0.0 (268.8)

Operating income 817.4 254.2 54.5 1,126.1 (8.0) 1,118.1

Net income 470.5 152.1 (150.6) 472.0 (76.8) 395.2

Investments in and advances to associates 278.9 0.1 376.7 655.7 (2.2) 653.5

Segment assets 7,603.6 1,104.7 2,620.3 11,328.6 (2,944.0) 8,384.6

Expenditures for segment assets 857.8 305.5 196.8 1,360.1 0.0 1,360.1

Reportable Segments

Year ended December 31, 2002 OTE Cosmote All Other Totals Adjustments & Eliminations Consolidated

Revenues from external customers 3,063.8 393.4 139.0 3,596.2 0.0 3,596.2

Intersegment Revenues 181.6 202.8 19.3 403.7 (403.7) 0.0

Interest income 72.5 2.8 82.3 157.6 (63.7) 93.9

Interest expense (83.2) (14.7) (73.7) (171.6) 62.6 (109.0)

Depreciation and amortization (418.3) (57.6) (28.3) (504.2) 0.2 (504.0)

Losses on investments (10.2) 0.0 6.3 (3.9) 0.0 (3.9)

Income tax (expense)/benefit (358.5) (37.8) (6.5) 402.8) 0.0 (402.8)

Operating income 715.0 119.5 20.3 854.8 0.0 854.8

Net income 611.2 56.3 17.6 685.1 (56.4) 628.7

Investments in and advances to associates 268.6 0.2 590.3 859.1 0.0 859.1

Segment assets 6,657.5 739.5 2,283.7 9,680.7 (2,000.8) 7,679.9

Expenditures for segment assets 744.1 206.6 94.2 1,044.9 0.0 1,044.9
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18. REPORTABLE SEGMENTS (Continued):

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, 2002:

Revenues Long-lived assets

Country 2000 2001 2002 2000 2001 2002

Greece 3,527.2 3,905.8 4,087.5 3,905.7 4,666.3 4,913.4

Foreign countries 69.0 166.7 221.4 297.1 675.1 828.5

3,596.2 4,072.5 4,308.9 4,202.8 5,341.4 5,741.9

Major Customers

Revenues generated from State Entities and Organizations (Greek State) amounted to approximately 5% of total revenues for each of the three

years in the period ended December 31, 2002.

19. REVENUES:

Revenues in the accompanying consolidated statements of operations consist of income from:

Year ended December 31,

2000 2001 2002

(i) Domestic Telephony

Monthly network service fees 454.5 528.8 639.8

Local and long-distance calls

- Fixed to fixed 938.8 967.6 784.6

- Fixed to mobile 571.0 612.7 634.0

1,509.8 1,580.3 1,418.6

Other 52.2 60.0 62.1

2,016.5 2,169.1 2,120.5

(ii) International Telephony

International traffic 214.9 202.6 185.5

Payments from international operators 134.0 138.1 127.9

Payments from mobile operators 49.8 41.5 36.5

398.7 382.2 349.9

(iii) Mobile telephony services 375.4 656.9 950.3
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19. REVENUES (Continued):

(iv) Other revenues

Traditional Services:

Telecards 186.5 176.3 175.4

Directories 40.5 38.6 44.2

Radio communications 27.2 24.9 29.0

Audiotex 43.2 55.9 69.1

Telex and telegraphy 11.9 9.4 5.4

309.3 305.1 323.1

New Business:

Leased lines and Data communications 157.2 178.5 170.6

Integrated Services Digital Network 29.2 48.0 68.8

Sales of telecommunication equipment 74.8 99.8 86.3

Internet services 18.4 28.5 39.2

Asynchronous Transfer Mode 9.3 18.6 14.9

288.9 373.4 379.8

Other

Services rendered 68.2 105.6 72.4

State’s participation in universal services 32.3 - -

Interconnection charges 83.4 66.1 96.2

Miscellaneous 23.5 14.1 16.7

207.4 185.8 185.3

805.6 864.3 888.2

20. OTHER OPERATING EXPENSES:

Other operating expenses in the accompanying consolidated statements of operations consist of:

Year ended December 31,

2000 2001 2002

Services and fees 70.5 94.7 110.1

Repairs and maintenance 84.3 149.1 111.8

Advertising costs 30.4 70.2 70.7

Cost of equipment 146.8 133.7 134.9

Utilities 65.1 47.1 85.9

Provision for doubtful accounts 87.8 83.1 89.8

Provision for litigation and claims - 12.9 -

Travel costs 15.7 15.2 16.0

Cost of prepaid airtime cards 21.3 24.9 33.8

Commission to independent distributors 118.2 105.7 121.1

Payments to audiotex providers 28.9 39.7 51.9

Rent 15.8 25.6 30.3

Taxes, other than income taxes 13.2 15.3 22.1

Transportation 7.2 9.3 6.1

Other 35.6 52.0 66.7

Total other operating expenses 740.8 878.5 951.2
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21. 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, 2001 December 31, 2002

Carrying amount Fair Value Carrying amount Fair Value

Long term debt at floating interest rates 1,089.8 1,089.8 1,363.0 1,363.0

Long term debt at fixed interest rates 1,243.5 1,298.5 1,254.8 1,353.1

2,333.3 2,388.3 2,617.8 2,716.1
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